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Chairman’s statement

As Chairman of Safestore Holdings plc, the largest self storage retailer in the UK and Pans, | am pleased to
announce another encouraging set of results for the year ended 31 October 2009 We have continued to
grow the business in terms of revenues, despite the macro economic conditions and weak housing market

We opened five new stores in the year and now trade from 117 faciliies with a further six sites in the
expansion pipelne, firmly consclidating Safestore’s posihion as the market leader in both the UK and central
Pans

We have confidence in the resilience of our business model which has held up well with both domestic and
business customers and has continued to produce strong cash flows in what i1s still an immature market in
the UK and Europe

Financial results

Turnover for the year of £84 4 million was 1 9% higher than last year (FY2008 £82 9 milon) Further details
on the results for the Financial Year 2009 (“FY2009") and Financial Year 2008 ("FY2008%) are included in the
Financial Review on pages 11 to 18

The key dnvers for revenue growth, and hence Earnings Before Interest, Taxation, Deprectation and
Amortisation (before exceptional items, change in fair value of denvatives and loss on Investment properties)
(*Underlying EBITDA") continue to be movements in rate per square foot (“sq ft"), occupancy and ancillary
revenues The average rate per sq ft increased by 4 9% to £25 24 (FY2008 £24 06}, closing occupancy
iIncreased by 57,000 sq ftor 2 1% to 2 77 million sq ft (FY2008 2 72 million) and ancilary revenues were up
4 8% to £11 5 millon (FY2008 £10 9 million) Underlying EBITDA 1s £0 6 million or 1 3% higher at £45 7
million (FY2008 £45 1 million) Underlying EBITDA margins have also remained broadly flat with last year at
54 2% (FY2008 54 5%)

In terms of the financial strength of the Group, | am pleased to report that our prudent control of capital outiay
and discretionary expenditure during the year combined with strong operational cash flows has left the Group
In a sohid position with which to meet its current commitments

Property Valuation

As at 31 October 2009, the total value of the Group's property portfolio was £647 8 million, up £9 1 million
from £638 7 million at 31 October 2008 and up £7 4 milien from the half year valuation of £640 4 million at
30 Apnl 2009 The valuation uphft seen duning the year 1s due to the opening of five new stores in the year
and the financial out-performance of the existing trading stores in Paris which has offset the value reduction
in the UK like for like store portfolio

Dividend

The Board are pleased to recommend a fina! dividend of 3 0 pence per share bringing the total dividend to
4 65 pence per share for the year We consider the level of dividend recommended represents the right
balance between shareholder return and the requirement of capital to fund new store organic growth and it
further demonstrates the Board's confidence n the prospects of the Group

People

The Board recognises the significant role our people play in the success of the business and we remain
commutted to the training and development of our staff as we strongly believe that it 1s our strength in this
area that sets Safestore apart from its competition | would like to take this opportunity to thank all my
colleagues throughout the business for their hard work and dedication this year

During the period Vince Gwilliam retired as a non executive director and Roger Carey has informed the
Board of his intention to retire as a non executive director at the end of the Annual General Meeting | would
hke to thank Vince and Roger for all their efforts on behalf of the Group during their six years and three years
respectively Vince has been replaced on the Board by Alan Lewis In additional to welcoming Alan to the
Board, | would also like to welcome Keith Edelman who has recently joined the Board as an additional non-
executive director
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Chairman’s statement (continued)

QOutlook

The robust performance of Safestore in the year reflects the operational expenence of the executive team
andits understanding of the self storage market The resilience of the Group’s performance, despite the
prevailing macro-economic conditions, 1S underptnned by our diverse cross section of both domestic and
business customers

Since the year end, we have seen a continuation of these trends Traditionally the first quarter of the financial
year 1s the quietest trading period for the self storage sector, however we are encouraged by the improved
occupancy performance in FY2010 versus FY2009 and whilst we have seen a fall in occupancy in the
quarter this 1s In ine with historical trading patterns and better than expectations The rental rate per sq ft has
also continued to increase, helped by customer demand for smaller but higher yielding units

We will continue to manage the business on a conservative basis but with the flexibility to respond in line
with any recovery in the wider market New store openings remain on schedule and we continue to invest
and acquire new stores In first class locations We aim to acquire and open around four to seven new stores
annually for the next two years but can increase or decrease the number of openings in ine with the Group’s
performance and the wider macro economic chmate

Although it 1s difficult to predict trading patterns in this uncertain market, our strong balance sheet, the
generation of strong cash flows from our operations and organic growth opportunities give us confidence of
making further progress in FY2010

The Board believes that Safestore, with its strong cash flow charactenstics and flexible business model,
operating expertise and market leading position, 15 ideally placed to exploit potential opportumties within the
market

Rich inger
Chairkpan
29 January 2010
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Chief Executive’'s review

Introduction

| am pleased to report another year of progress for the Group Safestore, which 1s an operationally led
business with a significant property asset base, has delivered high quality cash flow and earnings against a
backdrop of difficult trading within the wider eccnomy

Revenues for the year ended 31 October 2009 rose by 1 9% to £84 4 millon (FY2008 £82 9 million)
although like-for-like store revenue decreased marginally by £0 3 miliion or 0 4% to £79 0 mifhion (FY2008
£79 3 million) During the year we benefitted from foreign exchange gains the details of which are outlined 1n
the Financial Review on pages 11 to 18

The key drivers for revenue continue to be movements in rate per sq ft, occupancy and ancillary revenues
During the penod

* Average rate per sq ft increased by 4 9% to £25 24 (FY2008 £24 06)
¢ Closing occupancy increased by 57,000 sq ft (+2 1%) to 2 77 million sq ft (FY 2008 2 72 million sq ft)
¢ Ancillary revenues were up 4 8% to £11 5 million (FY2008 £10 9 mullion)

Underlying EBITDA increased by £0 6 million or 1 3% to £45 7 million (FY2008 £45 1 milhon) Underlying
EBITDA margins have remained broadly flat at 54 2% (FY2008 54 5%)

Operating review

The business has delivered a good set of results during a difficult period for the wider economy despite the
impact of new stores together with the low opening occupancy at the start of the year The results reflect the
operational expertise of the management team of Safestore We have been especially pleased to see a
much improved occupancy performance durning the year along with a stabilised rental rate and increased
ancillary sales Dunng the latter part of the year we have seen increased levels of enquines from both the
domestic and business sector In Paris, the Group again achieved consistently strong results across all the
key metrics

Rate per sq ft

The Group continued its trend of successfully improving rental rates per sq ft albeit at more modest levels
than in prior years We have seen greater pressure on prices this year, particularly in the UK, although we
have seen this ease In the last quarter of 2009 As always, Safestore aim to offer excellent value for money
to our customers through a combination of a competitive price together with value added services We
believe this philosophy, along with the micro management of the business and a balanced view of rate and
occupancy has enabled the business to sustain a robust rental rate

Occupancy

At 31 October 2009 occupied space was 2,773,000 sq ft, up 2 1% from 2,716,000 sq ft at 31 October 2008
The 57,000 sq ft growth in FY2009 represents a considerable turnaround from the loss of 195,000 sq ft in
FY2008

During the period under review we have seen continuing uncertainty in the economic environment This was
particutarly prevalent dunng the first half of our financial year when we experienced a monbund housing
market and a difficult trading climate for small businesses Continued low interest rates and the partial return
of bank lending during the second half of our financial year has resulted in some positive movement in the
housing market albeit, off a very low base

In the first half of the financial year the business experienced a low level of enquines and new lets which was
offset by very low levels of vacates During the second half of the financial year we have seen increasing
levels of engquines and new lets and a resultant increase in vacates It 1s pleasing to note that occupancy
performance in each month of the year was, in general, considerably better than the previous year

We have continued to see good levels of enguines and new lets from business customers and have seen
this customer category remain stable accounting for 31 4% of our total customer base and 56 8% of our
occupied space We believe that this stability 1s due to a combination of factors including the flexible solution
that self storage provides along with the relatively low entry costs, the ability to upsize and downsize the unit
in ine with therr business demand, not having to commit to long lease terms and Safestore’s ability to offer a
truly national service
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Chief Executive’s review (continued)

We have a diverse set of domestic customers with a wide cross section of uses for self storage We continue
to receive high levels of enquines from event dnven customers such as those getting marrned, divorced,
travelling, renovating, moving abroad or inherting possessions There are also those that rent an extra room
in self storage tn order to release space for the longer term, for an addition to the family, or want to create an
office space or free up a room to let

We have seen a significant change in trends during the last year with customers who cannot or will not move
house but want an additional space at home and therefore rent the extra room from self storage rather than
move to a larger house In recent months we have alsc seen an increased number of customers who are
willing to move but sell before they buy This 1s creating a natural break in the house moving process with a
requirement for a storage solution during the intenm penod between selling and buying

The length of stay has not significantly changed in the last 12 months with the average length of stay
remaining stable at 91 weeks

Ancillary revenues

Ancillary sales, which pnmarily consist of insurance and merchandise sales, increased by 4 8% to £115
milion (FY2008 £10 9 million} The increase in anciliary sales 1s particularly pieasing and reflects the results
of our improved insurance offering and our review of packaging materials with a number of new intatives

Retail store portfolio

Safestore has retained its Number 1 position in the UK and Parnis in terms of number of stores At the year
end the Group had 117 stores trading of which 95 (including three business centres) were in the UK and 22
in Paris

» 20 of these stores were classified as new (open for less than two full financial years)
o 97 established {open for more than two full financial years)

The geographical breakdown includes 39 stores inside the M25, 56 in the rest of the UK and 22 in Pans We
believe we have a good balance between the various categones of stores which provide high quality cash
flows with earmings similar to annuihes with the potential to deliver real growth upside

Whilst we curtailled capital expenditure during 2009 we continued to invest in the existing store portfolio
adding new storage space and further improving secunty During 2010 we plan to invest in further upgrading
and closing down two older stores and replacing them with state of the art purpose built new facilihes within
the existing catchment areas

New store openings

We opened five new stores dunng the year Clapham, Cardiff, Ipswich and Leicester in the UK and Longpont
in Pans All four of the newly opened UK properties are state of the art purpose bullt facihties with the store in
Paris being a highly specified conversion The new stores have made a promising start and are trading
ahead of expectations All five of the new stores are freehold assets

We currently have a pipeline of six stores (including two relocations), three of which are in Greater London
Four of these stores are planned to open in the second half of 2010

All of the expansion stores are freehold/long leasehold, have planmng perrmission and all will be new
purpose bullt faciities These expansion stores will deliver approximately 0 3 million sq ft of additional net
lettable space, representing over 5% of the overall portfolio of approximately 5 4 million sq ft when fully fitted
out

We aim to maintain our market leadership by a measured approach to organic growth maintaining an
opening programme of new stores (n priority locations with strong projected returns Our aim 1s to acquire
and open between four and seven new stores annually over the next two years, however the pipeline can be
tailored to the Group's performance and the wider macro economic climate  We helieve this strikes the night
balance between growing the business and prudently managing our capital expenditure This is underpinned
by our policy of remaining flexible in terms of size of store and tenure, which we beheve gives us competitive
advantage This further has the benefit of reducing the level of capital expenditure required While organic
new store openings remain our pnorty, the Group will continue to consider and review any acquisition
opportunities as they anse provided they meet our strategic objectives and represent the appropniate return
on investment
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Chief Executive’s review (continued)

Geographic spread

Our strategy since 2004 has been to have a national footprint with stores across the UK and n all major
cities This strategy not only gives competitive advantage particularly in relation to national accounts but also
gives the business excellent defensive qualities, given that the Group’s exposure to any one specific market
1s hmited particularly in the current environment This, we believe, is further strengthened with our strong
presence n Central Panis The recent store openings have further improved the quality of the store portfolio
both In terms of geographical spread and the balance between new, established and mature stores Our aim
Is to continue to build and consolidate our position in the UK with both additional new sites and relocations

Our Pansian business, Une Piéce en Plus (“UPP"), which now trades from 22 stores in the Pans region, the
second most developed seif storage market in Europe after London, has again delivered strong growth
during the year The strategy 1s similar to that of the UK in that we look to cluster our steres Our intention 1s
to continue to build our position 1n Central Paris, although new planning regulations will restrict the number of
opportunities for us and our competitors, we will also continue to actively pursue our strategy of expanding In
the Pans region where there has been no new restnchions This should have the benefit of consolidating our
position in Central Pans whilst allowing significant opportunity to expand within the wider Pans region

Maximum lettable area (“MLA") and occupancy

As at 31 October 2009 Group UK France

Sq Ft Sq Ft Sq Ft
MLA 517 million 4 26 million 0 91 million
Occupled 2 77 milhon 2 13 million 0 64 millton
Occupancy % 53 4% 49 8% 70 3%

Average occupancy compared to MLA for the established/like for like stores was 60% Whilst overall
occupancy has increased the average occupancy percentage i1s affected by the increased number of new
stores and a marginal decline in like-for-like occupancy

Currently 63 2% of the Group’s built out space and 53 4% of the Group’s maximum lettable area I1s occupled,
demonstrating the significant epportunity to increase occupancy within the existing estate, only requinng
minimal further investment

Tenure

Safestore operates a mix of freehold and leasehold stores The Group’s approach provides the twin
advantages of Safestore being able to extend its offening in areas where freeholds are not availlable while
providing flexibility in terms of competing for new sites As an operational cash flow business the model
works equally well for both freehold and leasehold tenure although at a corporate level we seek to mantan
an approximate two third freehold to one third leasehold balance in the UK

% of % of % of
Existing Portfolio UK Portfolio France Portfolio Total Portfolio
Freehold/Long Leasehold 60 63% 8 36% 68 58%
Short Leasehold 35 37% 14 64% 49 42%
Total a5 22 117

* Short leaseholds in the UK are stores with leases of 25 years or less The average remaining tenure 1s 13 6 years and we have three
leases due for renewal in the next five years, two of which are targeted for relocation
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Chief Executive’s review (continued)

Estate and asset management

We manage the estate in-house supported by external property expertise when required We actively
manage the portfolio with a view to enhancing value through more intense use of the property and also look
at ways to create value through development potential We continue to review opportumities to buy the
freehold of leasehold stores or to extend leases where appropriate and prudent

Property - net asset value

At 31 October 2009 Cushman & Wakefield LLP (“C&W"}) has valued the portfolio at £647 8 million, a year on
year increase of £9 1 million (+1 4%) and £7 4 million (+1 2%) up from the half year valuation dated 30 Apnl
2009

The properties are valued on the basis of market value as fully equipped operational entities having regard to
trading potential The valuation i1s carned out on a discounted cash flow basis Freeholds, long leaseholds
and the French commercial leasehold stores are assessed on the basis of 10 years’ trading and then
disposal, the disposal price based on projected net operating income at Year 10 capitalhised at the projected
exit yield Short leasehold stores in the UK and France are valued on the basis of the value of the net
operating income for the remaining hfe of the lease

Yield changes in the wider property market are reflected in the valuation with freehold exit yields increasing
from 7 88% to 8 14% (26 bps) over the year, reflecting an adverse yield shift of 29bps n the first haif of
FY2009 and a small positive movement of 3bps in the second half of FY2009

A more detalled analysis of the valuation movements i1s provided in the Financial Review section of this
Report

Retail and operational focus

Safestore 1s an operationally led business with a customer and retail focus and approach We continue to
look at ways to improve the customer expenence through additional services and Unique Selling
Propositions “USPs” for both the domestic and business customer This has continued throughout 2009 with
a number of new initiatives targeted at specific customer groups We believe our first mover status in a
number of these imtiatives along with our space management techniques and our micro management of
pricing and offers has enabled the business to improve overall occupancy whilst also increasing rental rate
during the year under review

Safestore has a dedicated field management team that focuses on all elements of sales and service and I1s
supported by field auditors who monitor all aspects of administration and compliance The operations team 1s
fully supported in all areas of the business including marketing, HR and IT as well as the property and
finance functions Pricing and promotional offers are centrally managed but with the regular input of the field
operations team

Customer service remains a key focus area of the business and is a significant differentiator in why people
chose one self storage Group over another We have continued to make a significant investment in this area
and have further improved our customer journey programme, mystery shop reports and our extensive In-
house training and development programme

We have further built on our market leading position and brand credentials with the strengthening of our
promotional and strategic atiances We are now in the second year of our association with companies such
as Tesco, Wickes, Europcar, eBay and DHL These national strategic and promotional allances raise brand
awareness, standing and credibility amongst potential customers as well as having a positive effect on
search engine optimisation We have also set up strategic allances with a number of regional and store
specific businesses In the year that add additional service and benefits to our customers as well as driving
business and revenue for Safestore We will continue to build on these business partnerships

Dunng 2010 we will be looking to further increase the level of enquiries as well as improve conversion rates
from all categones of customer We are committed to further differentiating Safestore from the competition
with our biggest drnive yet to develop the sales and service offered to our customers by our front line people
hacked up by a major support programme for our central and field management teams This will be delivered
by a commitment to further improve our comprehensive training programme QOur Lowest Price Guarantee
(“LPG") will remain the central aspect of our value for money proposttion supported by our innovative and
industry leading service offering This, along with a clear but flexible and responsive approach, will be central
to our operational strategy in 2010 Safestore will again aim to be competitive whilst maintaining margins at
the appropnate level
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Chief Executive’s review (continued)

Marketing

The marketing strategy for Safestore has remained targeted and focused on web rather than mass media
We are therefore pleased to note that we have maintained our market leading position and market share for
web traffic During the year we launched our new web site with the result that our percentage of enquires via
the web took a further significant step forward Web 1s now the largest contrnibutor to new lets

We consider the growth in web traffic as a significant competitor advantage for a larger, well funded, well
resourced self storage operator such as Safestore As a result, we wili continue to focus on the web
particularly in relation to search engine optimisation and the navigation of the web site While conversion of
enquiries from the web 1s more challenging than the traditicnal method of the telephone and walk 1n
enquiries, we have seen further significant improvements in our ability to convert these customers during the
year

We continue to concentrate on reviewing and improving signage and exterior illumination wherever possible
as signage remains a major contributor to new enquiries

We plan to further reduce our commitment to directories as the number of enquiries from this medium
continues to diminish as internet usage continues to expand throughout the UK and Europe

The self storage market I1s still very immature and recognition 1s still very low During the year we have seen
recognitton of the Safestore brand name growing by a significant margin but realise we stll have some way
to go to achieve brand leadership alongside our market leadership Our overall investment in resource and
expenditure will be increased during 2010 with approximately 4 5% of Group revenue budgeted for
marketing activities in the financial year

Real Estate Investment Trusts (“REITs”)

We continue to exammne the possibility of converting our business into a REIT, but as we have previously |
hughlighted, we currently benefit from carried forward tax losses, and, whilst we can utilise the tax losses and \
claim capital allowances with the business still growing and expanding there 1s no benefit from conversion at i
this time We will continue to monitor and review the position \

\

Security

Safestore customers see secunty of their goods and possessions as high on therr ist of prionties when !
taking storage We are firmly focused on protecting their valuables within our care 1

We work actively to provide the highest levels of secunty and health and safety for customers and
employees alike by constantly reviewing processes, policies and procedures as a crucial element of the
service to our customers and also to protect the assets of the business

Safestore invest considerably in secunty technology both in new stores and the existing estate, with state of
the art intruder alarm systems with 24 hour remotely monitored CCTV systems, automated swipe card entry
systems, storage unit alarm systems and 24 hour monitored fire alarm systems

We have a strict policy when accepting new customers ensuring proper identification is taken and that
customers are made aware of all restrictions on what cannot be stored within the buildings by prominent
signage on every unit and within customer areas Safestore liaise closely with law enforcement agencies and
authonties

Systems

We place the highest value on having strong business procedures and supporting |T systems In leading the |
sector In this area we benefit from significant competitive advantage This year we have continued to develop '
our systems, particularly in support of pricing, purchasing and payment management \We now manage all \
pricing centrally and store orders are placed and receipted directly into our accounting system, automatically

updating our main trading system These improvements, together with upgrades to our database have

significantly improved our operating efficiency and enable us to further improve the customer experience We

continue to adopt new technology where this adds value This year we have developed a digital media

system that displays key brand messages and advertising in 17 of our newest stores and we continue to tnal

free Wi-FI access for customers in a number of our flagship locations
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Chief Executive’s review (continued)

Corporate and social responsibility

We are committed to meeting the highest ethical and social standards in operating our business and have
clear corporate social responsibility objectives on which the Group Board and Sentor Management take an
active lead This year we are delighted to have our success recognised by achieving membership of the
FTSE4Good Index We demand that our corporate socral responsibility objectives bring real benefit in the
following four areas

Our marketplace

We are committed to providing an excellent service to our customers, shareholders and bankers who make
up our Marketplace and who are cntical to the future success of our business This year we are delighted to
have our passion for customer service recognised at the National Customer Service Awards We were
finalists in the ‘Contact Centre of the Year — up to 100 seats’ category We continue to participate in National
Customer Service week with our ‘Make a Difference’ inhative Listening to and learning from our customers
remains af the centre of ensunng we continue our objective of providing the best customer service In the
industry

Ensuring we communicate effectively and regularly with our financial stakeholders 1s vital to what we do and
our dedicated investor relations web site and quarterly updates help us achieve our objective

Our colleagues

We place enormous emphasis on growing and developing our people and see this as central to our
continued success As Investors in People we are committed to delivering tallored training and development
relevant to our business objectives and our employees’ needs During the year our achievements were
recognised externally where we obtained a number of awards including the Training Journal Awards for
‘Special Achievement' and ‘Best Change Management Programme’

Effective cormmunication across the business with two-way feedback s central to the way we ensure that our
people are fully briefed on Group objectives, initiatives and successes building commitment and knowledge
across the business

Our environment

At Safestore our ethos is to challenge the way we do business to ensure we play our part in responding to
the environmental agenda Our Green Plan 1s aimed at providing sustainable business methods that
mimimise the consumption of scarce resources Dunng the penod we have introduced eco bubble in a bio
degradable bag, extended our commitment to greentricity to 89% of our estate and continued with our ‘Box
for Life’ scheme We are delighted with the success of our 'Store Waste Recycling Scheme' which has
prevented approximately 149 tonnes of cardboard waste from going to landfill

We remain committed to supporting the local communities where we operate and this year we have
partnered ‘Trees for Cities' in supporting their work in active tree planting in urban areas

Our community

We were particularly dehghted to launch our first ever 'Charity of the Year' through our partnership with
Scope We support Scope In a number of fund raising events as well as providing free space at our stores
which has allowed Scope to redeploy the cost savings to the benefit of the chanty

In addition we have supported a number of local charities in the communities in which we operate and
throughout the year we have continued with our ‘Chanty Reom in Every Store’ programme supporting a wide
range of worthy causes in our store localities

People

During the year, Vince Gwillam retired from the Beard and Roger Carey informed the Board of his intention
to retire as a non-executive director from the Board at the end of the Annual General Meeting We would ike
to extend our gratitude to Vince and Roger for their contribution over the last six years and three years
respectively We are pleased to welcome Alan Lewis, who has replaced Vince, and Keith Edelman as Non
Executive Directors of Safestore These appointments have given the Board additional experience in a
number of key areas and have further added to the existing strong backgrounds the Board has in retailing,
property, corporate finance and the service industry
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Chief Executive's review (continued)

People (continued)

The senior management team of Safestore has a strength in depth unsurpassed in the UK self storage
industry, with a wealth of expenience in a number of businesses and a proven record of accomplishment
within the self storage sector for improving existing operations as well as turning around acquired
underperforming businesses We recognise however that as the Safestore group continues to grow and
evolve that it 1Is important to further build on and widen the skill base of the executive team, therefore, we
intend to further strengthen the senior management team dunng 2010 This gives the Group confidence to
continue to expand its market leading position as a first class self storage provider in addition to having the
knowledge and expertise with which to best take advantage of any opportunities that may arise in the current
market as well as building on the potential within the existing business

The Group 1s pleased to announce that during the year Safestore won a number of nationally recogmised
training awards which reflects the hard work and commitment of our employees Safestore 1s recognised as
an ‘Investor in People’ employer

On behalf of the Board | would like to thank all our people throughout the UK and France for their continued
commitment and support

Going forward

FY2009 was another year of progress despite a challenging market This was achieved by a strong
management team with a flexible business model and market leading position In particular, we are
encouraged by the occupancy growth performance for the year ending 31 October 2009

Since the year end, we have seen a continuation of these trends Traditionally the first quarter of the financial
year Is the quietest trading period for the self storage sector, however we are encouraged by the improved
occupancy performance in FY2010 versus FY2009 and, whilst we have seen a fall in occupancy ih the
quarter, this 1s1n line with histonical trading patterns and better than expectations The rental rate per sq ft
has continued to increase, helped by customer demand for smaller but higher yielding units

Although 1t 1s difficult to predict trading patterns in this uncertain market, our strong balance sheet, the
generation of strong cash flows from our operations and organic growth opportunities give us confidence of
making further progress in FY2010

”~

S WWilllams
Chief Executive Officer
29 January 2010
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Financial Review

International Financial Reporting Standards (“IFRS")
This report i1s prepared in accordance with IFRS and details the key performance measures durning the year
Results of operations

The table below sets out the Group's results of operations for the year ended 31 October 2009 and the year
ended 31 October 2008, as well as the year on year change

Year ended 31 October

2009 2008

£'000 £:000 % Change
Revenue 84,433 82,875 19%
Cost of sales (26,6086) (25,640) (3 8%)
Gross profit 57.827 57,235 10%
Administrative expenses (10,608) (12,233) 13 3%
Operating profit before loss on investment properties 47,219 45,002 4 9%
Loss on investment properties (41,610} ) (8,313)
Operating profit 5,609 36,689 (84 7%)
Net finance costs (15,027} (21,762)
(Loss)/profit before income tax (9,418) 14,927
Income tax credit/{expense) 9,153 (2,414)
(Loss)/profit for the year (265) 12,513

Revenue

Revenue for the Group I1s pnmanly derived from the rental of self storage space, the sale of ancillary
products such as insurance and merchandise such as packing and storage products in both the UK and
France

The table below sets out the Group’s revenues by geographic segment for FY2009 and FY2008

Year ended 31 Oclober

2009 2008

£000 % of Total £000 % of Total % Change
United Kingdom 63,017 74 6% 65,723 79 3% (4 1%)
France 21,416 25 4% 17,162 20 7% 24 9%
Total revenue 84,433 100 0% 82,875 100 0% 19%

The Group's revenue increased by approximately £1 6 million (an increase of 1 9%) from £82 9 million in
FY2008 to £84 4 million in FY2009 As covered in the Chief Executive’s Report, the key drivers for revenue
growth have been the increase in occupancy (57,000 sq ft year on year), the growth in average rate per sq ft
{+4 9% year on year) and ancillary revenues (+4 8% year on year) It should be noted that we have benefited
from foreign exchange gains during the year with an average rate of €1 13 £1 for FY2009 against an
average rate of €1 30 £1 for FY2008 £2 8 million of the year on year revenue increase in the year 1s directly
attributable to the foreign exchange gain

Cost of sales

Cost of sales principally consists of staff salanes, business rates, utilities, insurance and repairs and
renewals The Group's cost of sales increased by £1 0 million or 3 8% from £25 6 mullion in FY2008 to £26 6
milhon in FY2009 The main reasons for the increase In the year are additional costs relating to the new
stores opened In the year and the full year impact of stores opened in the second half of last year together
with the impact of the exchange movement in the Euro and general inflationary pressure  £0 7 mifiion of the
increase In cost of sales in the year 1s directly attributable to the impact of foreign exchange movements
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Financial Review (continued)

Administrative expenses

Administrative expenses consist principally of directors’ safanes, head office salaries, professional fees,
public company costs, marketing and advertising expenses and depreciation The Group’s administrative
expenses were affected by exceptional items in the year Administrative expenses decreased by £1 6 milion
or 13 3% from £12 2 million in FY2008 to £10 6 million 1n FY2009 The decrease 1s principally attnbutable to
the impact of the insurance receipt and the gain on the sale of non-current assets which have benefitted the
income statement this year but have no equivalent in FY2008 Adjusting for the exceptional items and the
change in fair value of derivatives, results in underlying administrative expenses of £12 2 million, flat with last
year (FY2008 £12 2 million) £0 4 million of the increase in administrative expenses in the year I1s directly
attributable to the impact of foreign exchange movements

EBITDA before exceptional items, change in fair value of derivatives and loss on investment
properties

Underlying EBITDA is calculated as follows for FY2009 and FY2008

Financial Year

2009 2008

£'000 £'000

Operating profit 5,609 36,689
Add back loss on investment properties 41,610 8,313
depreciation 168 143

change n fair value of denvatives 385 -

Less gain on sale of non-current assets (292) -
Insurance receipt (1,754) -
Underlying EBITDA 45,736 45,145

The Group's Underlying EBITDA increased by £0 6 million or 1 3% from £45 1 milllon in FY2008 to £45 7
million 1n FY2009 This increase principally reflects the increase 1n revenues discussed above partly offset by
the higher cost base in FY2009 £1 7 million of the increase in Underlying EBITDA in the year is directly
attributable to the impact of foreign exchange movements

Exceptional items

The exceptional items in the current year relate to an insurance receipt in respect of a fire at one of the UPP
stores which occurred prior to our ownership of the asset and the gain on the sale of a development property
in France There were no exceptional items last year

Loss on investment properties

The loss on Investment properties consists of the fair value revatuation gains and losses with respect to the
investment properties under IAS40 and finance lease depreciation for the interests in leaseholds The
Group's loss on investment properties was £41 6 million in FY2009 compnsing a loss of £36 3 million for
revaluations and finance lease depreciation of £5 3 million, compared to a loss of £8 3 million in FY2008
compnsing a loss of £4 3 million for revaluations and £4 ¢ million for finance lease depreciation The
movement reflects the combination of yield movements within the valuations together with the impact of
changes In the cash flow metrics of each store The key vanables in the valuations are rate per sq ft,
stabiised occupancy, number of months to reach stabilised occupancy and the yields applied The valuation
of investment properties 1s covered in more detail in the property section below

Operating profit

Operating profit decreased by £31 1 milon or 84 7% to £5 6 milhon for FY2009 from £36 7 mllion in
FY2008 This movement reflects the 1 3% increase in the Underlying EBITDA generated from the trading
movements throughout the year and the positive impact of exceptional items in the year which are more than
offset by the £41 6 million loss on investment properties
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Net Finance Costs

Net finance costs consist of interest receivable from bank deposits as well as interest payable and interest on
obligations under finance leases as summarnsed in the table below

Financial Year

2009 2008

£000 £'000 % Change
Bank interest receivable 344 827 {58 4%)
Bank and other interest payable (15.664) (15,898) {1 5%)
Net bank interest (15,320) (15.071) (17%)
Excepticnal recycled foreign exchange transiation gain 6,607 - -
Interest on abligations under finance leases (6,314) (6,691) (5 6%)
Net finance costs (15,027) (21,762) (31 0%}

The bank interest receivable reflects the lower interest environment prevailing throughout FY2009

Bank and other interest payable pnmarily reflects bank interest in both Financial Years although this is after
capitalising interest of £0 7 million (FY2008 £1 7 million) It 1s pleasing to note that, despite the quantum of
debt increasing year on year, the underlying debt charge has marginally reduced driven by the lower interest
rates on the fioating element of our debt (approximately 35% of the overall net debt)

The exceptional recycling of foreign exchange gains within finance income anses in respect of recycled
foreign currency translation gains from the translation reserve which are now realised

The interest on obligations under finance leases reflects part of the costs of the property rental payments
traditionally charged to cost of sales under UK GAAP The total charge for rent under UK GAAP re-classed
under IFRS in FY2009 was £11,640,000 (FY2008 £10,682,000) The balance of £5,326,000 (FY2008
3,991,000) 1s included In the loss on investment properties

The Group has a £237 million senior debt facility provided by a syndicate of six banks a £60 million capex
facility which 1s provided jointly by Roya! Bank of Scotland and HSBC and a £6 million working capital facility
provided by National Westminster Bank At 31 October 2009, the Group had drawn the senior faciity in futl,
£45 0 milion of the capex facility and none of the working capital faciity The Group has sufficient operating
cash flow and available facilities to meet its development pipeline commitments

Under the terms of the facility documents, Safestore pays interest at LIBOR plus a margin The Group has
taken out an interest rate hedge swapping LIBOR on £178 million of the debt at 5 24% which runs until June
2011 The Group pays a margin ratchet between 90 basis points and 125 basis points dependent upon the
Interest Cover Ratio

In addition to the sterling facility above the Group also has a €60m facility in France with security taken
against the freehold French stores as well as a business and share pledge As at 31 October 2009, €30
milhon of the facility had been drawn The facility carnes a margin of 175bps over EURIBOR, with a
downwards margin ratchet introduced from year 2, and runs co-terminus with the existing UK faciities to July
2011 The Group has taken out an interest rate hedge swapping EURIBOR on €24 million of this debt at

2 25% which runs until June 2011

We have commenced discussions regarding our banking facilities that expire in July 2011 When these
discussions are completed we will update investors and provide further information

Gearing

Net borrowings at 31 October 2009 stood at £272 0 million up from £268 4 rmillion at 31 October 2008
During the year net assets decreased by £7 2 million or 2 8% to £248 6 milien at 31 October 2009 from
£255 8 milhon at 31 October 2008 The net impact is that the gearing leve! was 109 4% at 31 October 2009
compared to 104 9% at 31 October 2008
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Dividend

Given the strong cash flow charactenistics of the business model, our robust funding and future
commitments, the Board 1s pleased to recommend a final dividend of 3 00 pence per share bringing the total
dividend to 4 65 pence per share for the year We consider the level of dividend recommended represents
the nght balance between dividend growth and new store organic growth and it further demonstrates the
Board's confidence Iin the prospects of the Group

Income tax

Income tax for FY2009 was a credit of £8 2 milllion agamnst an expense of £2 4 million for FY2008 The
income tax credit for FY2009 includes an exceptional tax credit of £5 5m ansing on the recognition of tax
losses in France at 31 October 2009 based on an improved outlook on projected utilisation together with a
further tax credit ansing in respect of the net reduction in the market value of investment properties at 31
October 2009 Actual tax paid in each period was insignificant due to the availabibty of carried forward tax
iosses and capital allowances in both the United Kingdom and France Further detalls are given in note 7

Profit for the year (“Earnings”)

Earnings decreased by £12 8 million for FY2009 to a loss of £0 3 million from a profit of £12 5 million for
FY2008

Adjusted earnings, which 1s the earnings figure above with loss on investment properties, exceptional items,
the recycling of foreign exchange gains and the tax thereon added back decreased by £0 5 millon or 2 7% to
£17 9 millon for FY2009 from £18 4 milion for FY2008 Further details of this are given in note 9

Property valuation

C&W has again valued the Group's property portfolio As at 31 October 2009, the total value of the Group's
portfolio (including £1 mithion of owner occupied properties) was £647 8 million

This represents an increase of £8 1 million (1 4%) over the £638 7 million vatuation as at 31 October 2008
Of this overall increase Iin value, £32 9 million dernves from the addition of five new stores in the year which is
reduced by £23 8 million being derived from the existing store portfolio

There are several factors influencing the year on year valuation movement of the existing store portfolio and,
as such, we should consider the UK and France separately

e Taking the UK first, the existing store valuation shows a £46 3 million valuation reduction compared to
QOctober 2008 We estimate that capital movements account for around £18 3 milion of this reduction
with operational/cash flow movements accounting for the remaining £28 0 million

e Around £13 1 million 1s directly attnibutable to foreign exchange movements translating the UPP
valuations at the respective year ends

s The French existing store valuation shows a same currency, year on year increase of €10 5 million, or
£9 4 million We estimate that capital movements account for around £2 Om of this increase with
operational/cash flow movements accounting for the remaining £7 4 mullion

* The valuation at 31 October 2009 15 £7 4 million up on 30 Apnl 2009 New stores have delivered around
£14 2 million of additional value in the second half of the year with the like for like portfolio therefore
delivering a valuation decrease of around £6 8 million (-3 1%) The existing UK store portfolio has
delivered a reduction of £18 4 million (-3 5%) in the second half of the year which 1s partly offset by an
£7 7 million gain in France There has been very little exchange impact in the second half of the financial
year

The Group freehold exit yield for the valuation at 31 October 2009 was 8 14% reflecting a 26 bps outward
shift from 7 88% at 31 October 2008 The weighted average annual discount rate for the whole portfolio has
followed a similar trend to exit yield

At the year-end, the Group's property portfolio consisted of 117 trading stores The freehold/long leasehold
stores were valued at £499 7 miulion and the short leasehold properties, including the French commercial
leases, were valued at £148 1 millon Freehold/long leasehold stores which make up 58% of the stores by
number account for 77% of the valuation The remaining 23%, by value, being attnbutable to the short
leasehold portiolio

Additionally, the Group's pipeline of six expansion stores 1s carned at cost of £12 6 million
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The net impact of the valuation 1s for adjusted NAV per share to fall slightly to 196 1 pence per share (31
October 2008 202 1 pence per share)

in their report to us our valuer has drawn attentton to valuation uncertainty resulting from exceptional volatility
in the financial markets and a lack of transactions in the property investment market Please see note 10 for
further details

Cash flows

The following table summanses the Group's cash flow actwity duning the FY2009 and FY2008 n accordance
with IFRS

Financial Year

2009 2008
£000 £000
Net cash inflow from operating actvities 24,997 21,595
Net cash outflow from investing activities (13,685) (52,181)
Net cash provided by financing activities 3421 23,146
Net increase/{decrease) in cash and cash equivalents 14,733 (7,440)

Net cash inflow from operational activities

There are two main factors influencing the £3 4 million increase tn cash from operating activities in FY2009
compared to FY2008 The net interest pard has decreased by £3 7 milhon in the year due to the base rates
reigning through the majonty of the year, changes in the payment profile and the marginal decrease in
‘Interest on oblhigations under finance leases' in the FY2009, which has been offset by the cash generated
from operations decreasing by £0 3 million or 0 6% to £45 3 million for FY2009 from £45 6 million for
FY2008

Net cash outflow from investing activities

Cash outfiow from investing activities has decreased by £38 5 million or 73 8% to £13 7 milion for FY2009
from £52 2 million for FY2008 Whilst there are several contnbuting factors affecting this movement it i1s
mostly down to the decrease in expenditure on investment and development assets and the net proceeds
from the disposal of a development property Expenditure on investment and development properties in
FY2009 was £16 2 million, a decrease of £34 1 milion or 67 8% from £50 3 millon in FY2008 as we
controlled the discretionary expenditure of the business in the face of the unprecedented economic
uncertainty In addition, we disposed of one non-core site in France in FY2009 which realised net proceeds
of £1 2 million There was no comparative transaction in FY20038

Net cash inflow from financing activities

The cash flows from financing activiies decreased by £19 7 million or 85 2% in FY2009 to £3 4 million from
£23 1 million in FY2008 This has several key factors which are set out on the face of the cash flow
staterment but mainly reflects lower drawings under our bank facilities to fund the reduced capital expenditure
programme noted above

Future liquidity and capital resources

The Group anticipates funding any future small to medium acquisitions or new store developments from
available cash and borrowings Borrowings under the existing bank facilites are subject to certain financial
covenants and the Group I1s comfortably in compliance with its covenants at 31 October 2009, and based on
forecast projections, for a penod in excess of 12 months thereafter
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Annual General Meeting

The meeting will be held on 24 March 2010 at the Group’s registered office, Bnttanic House, Stirling Way,
Borehamwood, Hertfordshire WD6 2BT

ES DS

R D Hodsden
Chief Financial Officer
29 January 2010

16 Safestore Holdings plc Annual Report & Financial Statements




Risk management

The Group regularly reviews the risk within the Group It 1s a fundamental aspect of the business and 1s
subject to regular and ongoing reviews

Self storage market risk

While the self storage model appears resilient to an economic and housing market downturn, we would not
be completely immune to macro economic factors which could impact financial performance

We believe that our market leading positron in the UK and Pans, our strong brand, depth of management as
well as retail expertise and infrastructure would help mitigate the effects of any downturn

Furthermore, the UK self storage market 1s still very immature, therefore, although awareness Is now starting
to grow rapidly there 1s very littte risk of supply outstripping demand in the medium term The fundamentals
for people requining self storage are also unlikely to change in spite of the threat of an economic downturn
The number of new customers using self storage tends to be lower during a housing downturn as does the
number of vacates leading to less churn and volatiity Our current customers have an average length of stay
of 91 weeks and are spread between domeshic customers and business customers Whilst a large
proporticn of domestic customers’ storage requirements are related to a house move 1t 1s evident by the
length of stay and the large number of long term customers that there are other drivers for people to seek a
self storage solution

Qur rental rates to customers are not directly correlated to property values and with more than 39,000
customers we have a relatively sohd and consistent cash flow with no reliance on any one group or tenant

Property risk

We regularly review all our properties to ensure they are legally complhant in all aspects and that each store
has regular nsk assessments carried out All our properties are insured against a number of perils, events
and eventualities Insurance cover and property risk 1s reviewed on a regular basis

We have a prudent approach to acquisitions and regularly review the hurdle rates in ine with current and
forecast market trends, therefore our exposure 1s imited to any corrections in commercial property values

Our approach in acquinng four to seven new stores per annum reduces our dependence on the number of
non trading investment properties in relation to the established and mature stores that provide relatively
stable and growing cash flow It also ensures we have a good balance between investment pipeline, new
stores, established stores and mature stores

All new store acquisitions are in high visibility locations and the majority are new purpose bullt self storage
centres Within the existing estate, we continually review the store portfolto and invest where necessary and
plan the relocation of those sites which no longer fit with the brand positioning Three such recent examples
are Eastbourne, Bolton and Southend where we have relocated or plan to relocate from first generation
buwldings in to modern purpose built self storage centres

The Board sets internal lmits on the individual and aggregate amounts that can be invested at any one time
in any proposed investment without planning permission

Treasury risk

The Group borrows In Sterling and Euros and has an interest hedge swap which effectively, until June 2011,
fixes LIBOR on £178m of borrowings at 5 24% and EURIBOR on €24m of borrowings at 2 25% The interest
hedge swaps cover approximately 65% of our net debt The balance i1s currently being rolled on a monthly
basis to take advantage of the historically low interest rates We will continue to keep the nsk and reward on
the floating element of the debt of the Group

The Group considers the current and forecast projections of interest cover, covenant head room and cash
flow as part of its monthly financial review

There 15 exposure to exchange rates as we have a business in France that trades in Euros This exposure Is
increasing annually as the size of the French business grows We have looked to mitigate part of the
exchange rate risk through the income statement by effectively swapping the first €4 million of profit in each
of the next two financial years at a rate of around €1 25 £1 In addition to this, the introduction of Euro
denominated debt provides a natural balance sheet hedge against movements in the Euro
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For the purposes of Section 417{5)(c) of the Companies Act 2006, the Facility Agreements with the Group’s
bankers are the only contracts or arrangements which the Board considers essential to its business

Taxation risk

The Group I1s exposed to any changes in legislation in connection with the tax regimes affecting the cost of
corporation tax, VAT and stamp duty as well as a number of less matenal impositions such as empty
property relief

We work closely with our advisors and trade bodies to fully understand the risks and look at how we can
mitigate these as well as working with the relevant bodies to challenge specific proposals or current
legislation that could impact the business and industry

Liquidity risk
The Board regularly review the covenant position of the Group although, given the nature of the product,
customer base and lack of working capital requirements, liquidity I1s not seen as a major risk to the business
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Remuneration Report

Introduction

The Remuneration Report sets out the Group's policy on the remuneration of Executive and Non-Executive
Directors together with details of the Directors’ remuneration packages and service contracts

The Report has been prepared in accordance with the Companies Act 2008, Schedule 8 of the Large and
Medium Sized Companies and Groups {(Accounts and Reports} Regulations 2008 and the Listing Rules of
the Frnancial Services Authonty This Report has been divided into separate sections for audited and
unaudited information

A resolution to approve this Report will be proposed at the Annual General Meeting (*AGM") to be held on 24
March 2010

Unaudited information
Remuneration Committee

The Remuneration Committee (the "Committee") compnised two independent Non-Executive Directors and
the Group Chairman throughout the year ended 31 October 2009, namely

* Roger Carey {Committee Chairman)
+ Richard Grainger
s Adnan Martin

Following a Nomination Committee meeting on 11 December 2009 which reviewed the composition of Board
committees, Adnan Martin will step down from the Committee and Keith Edelman will be appointed

No member of the Committee has any personal financial interest (other than as shareholders), conflicts of
interest arnising from cross directorships or day to day involvement in running the business No director plays
a part in any discussion about his own remuneration The remit of the Committee 1s imited to consideration
of the remuneration of the Group Chairman (with the Group Chairman absent from such discussions),
Executive Directors and certain members of the senior management team and to approve the long-term
incentive awards granted under the schemes operated by the Group The Committee’s terms of reference
are avatlable on the Group's website at www safestore com

The Committee received advice from Hewitt New Bridge Street (*HNBS") during the year Terms of reference
for HNBS, which provided no other services to the Company, are availlable on request from the Company
Secretary

Remuneration policy

The Board recognises that the directors’ remuneration 1s of legitimate concern to shareholders and 1s
committed to following current best practice The Group operates within a competitive environment,
performance depends on the individual contrnibutions of the directors and employees and the Group believes
in rewarding wision and innovation

When setting Executive Directors’ remuneration, the Committee endeavours to ensure that all directors are
provided with appropnate performance related and non-performance related pay to encourage enhanced
performance and that they are, in a fair and responsible manner, rewarded for their individual contributions to
the success of the Group The Commuttee also considers pay and conditions elsewhere in the Group,
environmental, social and governance issues and risk when reviewing executive pay quantum and structure

The policy of the Board 1s to provide executive remuneration packages designed to attract, motivate and
retain directors of the calibre necessary to maintain and improve the Group’s profitability and effectiveness
and to reward them for enhancing shareholder value and return To do this, it aims to provide a market
competitive (but not excessive) package of pay and benefits The Group’s general policy 1s to continue to
move basic salanes towards the median of market rates and set performance pay levels which are at the
upper quartile of market practice but with stretching goals which accords with the Group’s general policy of
seeking to make bonuses self-financing wherever possible Remuneration packages will also reflect the
director's responsibilities and contain incentives to deliver the Group's objectives
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Remuneration Report (continued)

Basic salary and benefits

Basic salary is determined with reference to an appropnate comparator group of Real Estate and simifarly
sized pan-sector companies and to the individual’s experience, performance and responsibility

The Committee reviewed basic salary levels during the year Current basic salary levels for Executive
Directors effective 1 November 2009 and prior year salarnes are presented below
From 1 November 2009  From 1 November 2008
sSwwiliams Chief Executive Officer £300,000 £275,000
RD Hodsden Chief Financial Officer £200,000 £183,333

The increases to base salanies (9 1% for both the Chief Executive Officer and Chief Financial Officer) were

arnived at after careful consideration by the Committee of the stated remuneration policy {1 e to move basic

salanes towards the median of market rates over tme), salary positioning against relevant market data and

both Group and individual performance over the past year Prior to these increases, Executive Directors had

not received an increase in base salary levels for two years :

Taxable benefits comprise a car allowance, life insurance, private medical and dental insurance
Annual bonus

The Committee operated an annual bonus plan for Executive Directors during FY2008 The maximum bonus
was set at 100% of basic salary (reduced from the 120% set for FY2008) with measurement based upon

shding scale Earnings Before Interest, Taxation, Depreciation and Amortisation ("EBITDA"} and personal !
objectives (usually set at the start of each financial year), as set out below

Measures % of bonus potential
EBITDA 80%
Personal Objectives 20%

Details of actual amounts paid to Executive Directors for the year ended 31 October 2009 are presented
within the emoluments tabte on page 23

The FY2010 annual bonus plan for Executive Directors will be ssmilar in design to the plan for FY2009,

based on a combmnation of EBITDA and personal objectives in the ratio of 80 20 However, following a review
of the arrangements operated in FY2008, the Committee has introduced a further performance condition,
requiring EBITDA for FY2010 to be greater than FY20089 for any bonus to be payable The maximum bonus
will remain at 100% of basic salary Specific targets have not been disclosed as they are considered to be
commercially sensitive although the Committee i1s satisfied that they will be demanding and require
performance significantly better than budget for full payout

Performance Share Plan

The 2009 Performance Share Plan ("PSP") was approved by shareholders at the 2009 AGM and 1s the
Group's primary long-term incentive arrangement The key terms of the PSP are as follows

¢ The PSP has a normal maximum annual imit of 150% of basic salary, with a 200% of basic salary
annual hmit in exceptional circumstances (such as recruitment or retention),

e As per the initial awards granted in March 2009, it 1s intended that annual awards granted to
Executive Directors will be made over shares worth 125% of basic salary,

s Participants benefit from the value of dividends paid over the vesting penod to the extent that awards
vest This benefit 1s delivered in the form of cash or additional shares at the time that awards vest,

¢ The initial awards granted in FY2009 are subject to a total shareholder return ("TSR”) condition
(which applies to 1/3rd of each award) and a range of profit before tax earnings per share (“PBT-
EPS") growth targets (which applies to 2/3rds of each award), each measured over a three-year
period
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* Two thirds of imtial awards are subject to the PBT-EPS condition 25% of this part of an award vests
for PBT-EPS growth of RP1+3% p a with full vesting of this part of an award for PBT-EPS growth of
RPI+8% p a A shiding scale operates between these points

* The remaining one third of initial awards 1s subject to the TSR condition based on the Group’s
performance agamst other FTSE SmallCap companies {excluding investment trusts) as at the date
of grant 25% of this part of an award vests If Safestore’s TSR 1s at a median of the ranking of the
TSRs of the comparator group, with full vesting of this part of an award for upper quartile
perforrmance A shding scale operates between these points In addition to the above, no part of the
TSR awards will vest unless the Committee 1s also sahisfied that the TSR performance of the Group
15 reflective of the Group’s underlying performance

+ It1s envisaged that similar performance targets will apply to awards granted in FY2010

The Remuneration Committee 1s satisfied that the combination of PBT-EPS and TSR targets provides an
appropriate balance between (1) incentivising and rewarding strong financial performance, and (i) providing
a strong and direct alignment with the interests of institutional shareholders by rewarding relative stock
market performance

Claw-back

If at any me following the payment of a bonus or vesting of PSP awards it becomes apparent to the
Committee that the calculation of amounts paid or the calculation of the level of vesting was manifestly
Inaccurate, the Committee may require an individual to repay such amounts as the Committee considers to
be appropriate to redress any overpayments made

Shareholding guidelines

Consistent with best practice, the Commuttee operates shareholding guidelines for Executive Directors at a
level equal to 100% of basic satary Until such time as this level of shareholding 1s achieved, 50% of the net
of tax value of awards which vest under the PSP will be required to be retained

Sharesave scheme

A Sharesave scheme Is open to all employees (including Executive Directors) with a minimum of one year's
service The Sharesave scheme meets HM Revenue & Customs approval requirements, thereby giving all
eligible employees the opportunity to acquire shares in the Company 1n a tax efficient manner

Pension arrangements

The Committee reviews the pension arrangements for the Executive Directors to ensure that the benefits
provided are consistent with those provided by other similar companies

The Group does not offer a defined benefit pension scheme and instead it makes contnbutions to an
approved personal pension scheme of the Executive Director's choice The Group contributes 15% of basic
salary to the personal pension schemes of SW Willams and RD Hodsden

Service contracts

Each of the Executive Directors has a service contract with the Company, dated 9 March 2007, with a notice
period of one year There are no contractual termination payments

Outside appointments

The Board allows Execubtive Directors to accept appropnate outside commercial Non-Executive
appointments provided the aggregate commitment 1s compatible with their duties as Executive Directors The
Executive Directors concerned may retain fees paid for these services, which will be subject to approval by
the Board

SW Willams s a Non-Executive Director of Self Storage Association Limited but did not receive a fee for his
services In either the current or previous financial year
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Non-Executive Directors

The Group's policy Is to appoint Non-Executive Directors to the Board with a breadth of skills and experience
that 1s relevant to the Group's business Appointments are made by the Board upon the recommendations
and advice from the Nomination Committee

Non-Executive Directors receive fixed fees agreed by the Executive Directors after reference to similar roles
In an appropriate comparator group of companies and reimbursement of expenses incurred in attending
Board and other meetings It 1s the Board's policy for Non-Executive Directors to be paid a level of fee that
reflects the tme commitment and responsibiliies of the role and i1s sufficient to attract individuals with
appropriate knowledge and expernience Non-Executive Directors do not receive an annual bonus, but may
receve additional remuneration where the time commitment required due to unusual circumstances exceeds
the normal commitments and responsibilities The Non-Executive Directors received no other benefits in the
year ending 31 October 2009 (2008 £nil)

The Non-Executive Directors do not have service contracts but ther appointments are subject to review
every three years under the rotation provistons of the Company'’s Articles of Association They all have notice
periods of three months

Performance graph

As the Company Is listed in the FTSE SmallCap Index and FTSE Real Estate sector, the graph sets outa
comparison of the Company’s Total Shareholder Return (1 e share price movement plus dividends
reinvested on the ex-dividend date) against the SmallCap and Real Estate Sector indexes since flotation

The graph is included within the Annual Report available on the company’s website www safestore com

22 Safestore Holdings plc Annual Report & Financial Statements




Remuneration Report {continued)

Audited information - Directors’ remuneration

Notes Salary Anrual Benefits Total Total
and fees bonus £'000 2009 2008

Executive directors
SW Williarns 1 275 151 18 444 366
RD Hodsden 2 183 101 16 300 236
Non — executive directors
RS Grainger 85 - - 85 68
RW Carey 45 - - 45 45
AH Martin 3 45 - - 45 8
AS Lewis 4 8 - - 8 -
KG Edelman 5 4 - - 4 -
Former directors
VML Gwilhiam 6 17 - - 17 25
JA von Spreckelsen 7 - - - - 25
Total emoluments 662 252 34 948 773

Company confributions to the money purchase pension plans of individual Executive Directors were as
follows

Pensions Pensions
2009 2008
SW Willlams 41 41 |
RD Hodsden 28 30 '
69 71

Notes

1 SWwilliams recerved a bonus of £151,250 for the year ended 31 October 2009, compnsing £96,250 in respect of performance
against Underlying EBITDA measures and £55,000 in respect of performance against personal objectives

2  RD Hodsden received a bonus of £100,833 for the year ended 31 October 2009, compnsing £64,167 in respect of performance
against Underlying EBITDA measures and £36,666 in respect of performance against personal objectives

AH Martin was appointed as a Director on 15 September 2008
AS Lewis was appointed as a Director on 30 June 2009 Mr Lewis’ fees were paid to Bndgepoint Capital Limited
KG Edelman was appointed as a Director on 22 September 2009

®» o, b W

VML Gwilliam retired as a Director on 30 June 2009 Mr Gwillam's fees were paid to Bndgepaoint Capital Limited for both 2008 and
2009

7 JA von Spreckelsen retired as a Director on 27 March 2008

23 Safestore Holdings plc Annual Report & Financial Statements




Remuneration Report (continued)

Performance Share Plan
As at 31 October 2009, Executive Directors' interests under the PSP were as follows

Notes Date of grant Share As at PSP As at  Vesting date

price 1 November awards 31 October

on grant 2008 granted 2009
SW Wiliams 1 27 March £0 55 - 608,407 608,407 27 March
2009 2012
RD Hodsden 1 27 March £0 55 - 405,603 405,603 27 March
2009 2012

Notes

1 March 2008 PSP awards are subject to continued service over three years and the following performance targets Two thirds of an
award 1s subject to a PBT-EPS condition 25% of this part of an award vests for PBT-EPS growth of RPI+3% p a with full vesting
of this part of an award for PBT-EPS growth of RPI+8% p a A sliding scale operates between these points The remaining one
third of an award 15 subject to the TSR condiion based on the Group's performance against other FTSE SmallCap companies
(excluding investment trusts) as at the date of grant 25% of this part of an award vests if Safestore’s TSR 1s at a median of the
ranking of the TSRs of the comparator group, with full vesting of this part of an award for upper quartile performance A sliding
scale operates between these points In addition to the above, no part of the TSR awards will vest unless the Committee I1s also
satisfied that the TSR performance of the Group is reflective of the Group's underlying performance

Safestore Bonus Share Plan

The first and only grant under the SBSP was made in January 2008 As at 31 October 2009, Executive
Directors' interests under matching shares awarded under the SBSP were as follows

As at Shares granted As at Vesting date

1 November 2009 31 October 2009
SW Williams 171,779 - 171,779 31 January 2011
RD Hodsden 89,979 - 89,979 31 January 2011

The vesting of matching shares presented above I1s dependent upon continued service and the average
PBT-EPS for the three financial years following the bonus year being not less than the PBT-EPS of the
bonus year

Sharesave
Sharesave Sharesave Sharesave Exercise price Exercise
options at 31
October 2008 options granted options at period
during the year 31 October 2009
SW Williams 13,745 - 13,745 1184p 192013t0282 2014
RD Hodsden 11,139 - 11,139 147p 192012t028 2 2013

No consideration was payable in respect of the grant of options under the Sharesave Scheme Options
expire at the end of the exercise penod shown in the table above

No options held by Executive Directors were exercised or expired dunng the financial year ended 31 October
2009

The mid-market pnce of the shares at 31 October 2009 was 141 75p and the range during the year was 38p
to 161p
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Interests in shares

The interests of the directors in the shares of the Company were

28 January 2010

31 October 2009 31 Cctober 2008

The Company - ordinary shares 1p Number Number Number
Executive directors

SW Wilhiams 8,427,579 8,427,579 8,327,579
RD Hodsden 3,364,988 3,364,988 3,344,988
Non - Executive Directors

RS Grainger 100,833 100,833 20,833
RW Carey 20,833 20,833 20,833
AH Martin 20,000 20,000 -

All directors' interests are beneficially held

This Report was approved by the Remuneration Commitiee and signed on its behalf by,

NN

Roger Carey
Chairman of the Remuneration Committee
29 January 2010
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Audit Committee report

The Audit Committee compnses Adrian Martin {chairrman), Roger Carey and Keith Edeiman Richard
Grainger stepped down from the Committee during the year Meetings of the Audit Committee are also
attended when appropriate by the Chief Executive and the Group Chief Financia! Officer as well as the
Group's external auditors

The Board has satisfied itself that at least one member of the Committee has recent and relevant financial
experience and Is confident that the collective experrence of Committee members enables it to be effective

The Audit Committee's principal respornsibilities are

+ to monitor the integnty of the Group's financial statements and any other formal announcements
relating to its financial performance,

¢ to keep under review the effectiveness of the Group's internal controls and nsk management
systems,

« to make recommendations to the Board in relation to the appowntment of the external auditor and
oversee the relationship with the external auditor, and

» monitor the statutory audit of the annual and consolidated accounts

The full terms of reference of the Audit Committee, which comply with the Combined Code on Corporate
Governance (2006), are avalable on the Group's website at www safestore com

Dunng the year the Audit Commuttee met four times, the meetings being attended, where appropnate, by the
Group Chief Financial Officer, the Company Secretary, as well as the Group's external auditors

During the penod under review, the Audit Committee has

o assessed the qualfications, expertise and resources of the external auditors and their objectivity and
independence and the relationship with the external auditor as a whole, including the provision of
any non-audit services,

o assessed the effectiveness of the external audit process,
» considered whether it was appropriate to establish an internal audit function,

» considered the Group's procedures by which employees may, in confidence, raise concerns about
improprieties in matters of financial reporting or other matters, and

e reviewed announcements relating to the Group's financia! performance during the financial year,

The Audit Committee assesses and reviews on a regular basis the independence of the external auditors In
forming their opinion of the independence and objectivity of the external auditors, the Audit Commitiee takes
into account the safeguards operating within PricewaterhouseCoopers LLP in respect of any non-audit
services provided

The Audit Committee considers on a case-by-case basis whether or not the external audit firm should be
permitted to carry out other services for the Group The two key principles applied are firstly, whether the
provision by the auditors of that service would compromise their independence In any material way, and
secondly whether it would otherwise be inappropnate for them to be engaged, for example in relation to any
matenal accounting rregulanties or significant fraud that had previously not been detected during an audit
carried out by that firm Where non-audit services are provided, the fees are based on the work undertaken
and are not success-related

Regard I1s paid to the nature of, and remuneration received for, other services provided by
PricewaterhouseCoopers LLP to the Group and, inter alia, confirmation i1s sought from them that the fee
payable for the annual audit 1s adequate to enable them to perform their obligations in accordance with the
scope of the audit

PricewaterhouseCoopers LLP have been the Company’s auditors since 2003 The Audit Committee
considers that the relationship with the auditors i1s working well and remains satisfied with their effectiveness
and hence has recommended to the Board that they are proposed for reappointment Accordingly, it has not
considered it necessary to date to require the firm to tender for the audit work There are no contractual
obligations restricting the Company’s choice of external auditor

26 Safestore Holdings plc Annual Report & Financial Statements




Audit Committee report {continued)

In respect of the year ended 31 October 2009, the auditors’ remuneration comprised £248,000 for audit work
and £14,000 for other work, principally relating to taxation compliance

This report was approved by the Audit Committee and signed on 1ts behalf by

\Soto b

Adnan Martin
Chairman of the Audit Committee
29 January 2010
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Nomination Committee report

The Nomination Committee compnses Richard Grainger (chairman), Roger Carey and Adrian Martin
Following a Nomination Committee meeting on 11 December 2009 which reviewed the composition of Board
committees, Roger Carey will step down from the Committee and Steve Willams will be appointed

The Nomination Committee’s principal responsibilities are, amongst other things, to
» review the structure, size and composition of the Board and membership of the Board's Committees,

» constder succession planming for Executive and Non-Executive directors and other senior
executives,

= make recommendations to the Board on the appointment of Executive and Non-Executive Directors,
and

+ evaluate the balance of skills, knowledge and experence of the Board

During the year under review, the Committee held four formal meetings In addition a number of informal
meetings and discussions took place

The Committee considered the appointment of Alan Lewis, an advisory partner at Bndgepoint Capital, as a
Non-Executive Director along with the notification receved from Vincent Gwillam of his intention to retire
from the Board The Committee recommended the appointment and following unanimous agreement from
Board members, Alan Lews joined the Board as a Non-Executive Director on 30 June 2009 when Vincent
Gwilliam retired from the Board Both Vincent Gwilllam and Alan Lewis did not hold any membership of
Board Commitiees

At its meeting in March 2009, the Committee recommended the appointment of a further Non-Executive
Director and specialist recruitment consultants were engaged to undertake a search and selection process A
short-list of candidates was prepared and discussed by the Committee, which recommended to the Board
that Keith Edelman should be appointed as an addittonal Non-Executive Director The Board agreed with this
recommendation and Keith Edelman joined the Board on 22 September 2009

The full terms of reference of the Nomination Committee are available on the Group's website at
www safestore com

This report was approved by the Nomination Committee and signed on its behalf by

Richard Grainger
Chatrman of the Nomination Committee
29 January 2010
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Corporate Governance

Combined Code - Statement of Compliance

The Group recognises the importance of, and 1s committed to, high standards of corporate governance
These are set out In the Combined Code on corporate governance published by the Financial Reporting
Council in June 2008 (the "Combined Code") The Board 1s accountable to the Company's shareholders for
good governance and this report describes how the Board has applied the main principles of good
governance set out in the Combined Code during the year under review

Throughout the year the Company has complied with the provisions set out in Section 1 of the Combined
Code (as they apply to a smaller company outside the FTSE 350)

The Board

In the year under review the Board comprised two Executive Directors, a Chairman and four Non-Executive
Directors, three of whom are independent

Vincent Gwilhlam, who retired from the Board on 30 June 2009, and Alan Lewis are deemed by the Board not
to be independent under the Combined Cade Both Mr Gwilham and Mr Lewis were deemed not to be
independent by virtue of their position at Bridgepaint, a major shareholder in the Company Roger Carey i1s
the Senior Independent Director Keith Edelman was appointed to the Board on 22 September 2009 and 1s
deemed to be independent

The Board recognises the extensive relevant experience of Alan Lewis and Keith Edelman and has
recommended a resolution for shareholders to re-appoint them both to the Board at the forthcoming Annual
General Meeting Also, the performance of Richard Grainger continues to be effective and demonstrates
commitment and a resolution for his re-appointment as a director 15 being proposed at the Annual General
Meeting Roger Carey will retire from the Board at the forthcoming Annual General Meeting

A clear diviston of responsibility at the head of the Group i1s established, agreed in writing and approved by
the Board The Chairman is responsible for the management of the Board, and for aspects of external
relations, while the Chief Executive has overall responsibility for the management of the Group's businesses
and implementation of the strategy approved by the Board

The statement of the dwvision of responsibiities between the Chairman and the Chief Executive 15 avallable
on the Group's website at www safestore com

Appropnate directors’ and officers’ insurance cover 1s arranged by the Group through its insurance brokers
and 1s reviewed annually

Board process

The Board normally schedules at least 10 meetings throughout the year, including an extended strategy
review Additional meetings are held, as and when required

It has a formal schedule of matters specifically reserved for its decision, which includes (amongst other
things) the approval of strategic plans, annual budgets, interim and fuil year preliminary results
announcements and intemnal control and nisk analysis This schedule I1s avatlable on the Group website

Implementation of agreed plans, budgets and projects in pursuit of the Group's strategy and the actual
operation of the Group's system of internal control and risk management are delegated to management

The services of the Company Secretary are available to all members of the Board The Directors are entitled
to take Independent legal advice If they consider it appropriate and, If the Board 1s informed in advance, the
cost of the advice will be reimbursed by the Group In the event that a Non-Executive Director deems it
appropriate, upon resignation, to provide a written statement to the Chairman, this would be circulated to the
Board

Board papers are normally 1ssued one week before Board meetings and the quality of content 1s reviewed
continuously Board minutes are circulated to all Board members There is also regular informal contact
between Executive and Non-Executive Directors to deal with important matters that anse between scheduled
Board meetings A separate meeting for Non-Executive Directors only 1s held at least once in every year
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Corporate Governance (continued)

Board committees

The Board has three principal committees, each of whose terms of reference are available from the Investor
Relations page of the Group's website at www safestore com

All committees and all directors have the authonty to seek information from any Group director or employee
and to obtain professional advice

Audit committee

The Audit Committee comprises Adnan Martin (chairman), Roger Carey, and Keith Edefman
The Audit Commuittee's report 1s set out on pages 26 to 27

Remuneration committee

The Remuneration Commitiee comprises Roger Carey (chairman), Keith Edelman and Richard Grainger
The responsibilities of the Remuneration Committee are set out in the Remuneration Report on pages 19 to
25

Nomination committee

The Nomination Committee compnises Richard Grainger (chairman), Adrian Martin and Steve Willams The
Nomination Committee's Report 1s set out on page 28

Attendance at Board/Committee Meetings

The following table shows the number of Board and Committee meetings held during the year ended 31
October 2009 and details of attendance at those meetings

Number of meetings Audit commitiee Nomination Remuneration
attended/{held) Board (10 meetings) {4 meetings) committee (3  committee (3

meetings) meetings)
SW Williams 10 - - -
RD Hodsden 10 - - -
RS Grainger 10 2 3 3
RW Carey 8 4 3 3
AH Martin 10 4 3 3
AS Lewis® 2 - - -
KG Edelman** 2 - - 1
VML Gwilham*** 5 - - -

A summary of the principal nisks and uncertainties within the business are set out on pages 17 and 18
*Mr Lewis did not attend one Board meeting in September 2009 due to prior commitments notified te the Board on his appointment
**Mr Edelman attended both of the Board meetings held following his appomntment

***Mr Gwillam was unable to attend one Board meeting in June 2009 pnor to his retirement from the Board

Performance evaluation

During the year, the Board carried out a performance evaluation of the Board and its principal committees
the audit, nomination and remuneration committees The process was led by the Chairman, supported by the
Company Secretary and an external evaluator Directors completed detailed questionnaires and provided
feedback to the external evaluator Once completed, a report (Including recommended actions) was
circulated to all Directors and discussed at a meeting of the Board

Recommendations which were agreed by the Board were implemented as soon as practicable and progress
will be monitored at the time of the next performance evaluation being undertaken during FY2010

The review also Involves an assessment by the Chairman of individual directors' own performance The
Chairman's own performance 1s assessed by the Senior Independent Director
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Board appointments

Every decision to appoint further directors to the Board 1s taken by the entire Board in a formal meeting
based on a recommendatton from the Nomination Committee The Nominatton Committee consults with
financial and legal advisers and uses the services of external recruitment specialisis New members of the
Board are provided with initral and ongoing training appropnate to individual needs in respect of their role and
duties as directors of a listed PLC

The service agreements of the Executive Directors and the letters of appointment of the Non-Executive
Directors are availabte for inspection at the registered office of the Company during normal business hours,
including the 15 minutes iImmediately prior to the Annual General Meeting The letters of appointment for
Non-Executive Directors are in hne with the provisions of A 4 4 of the Combined Code relating to expected
time commitment

Re-election of Directors

The Company's Articles of Association provide that one third of the Directors retire by rotation each year and
that each Director will seek re-election by the shareholders at the Annual General Meeting at least once
every three years Additionally, new Directors are subject to election by shareholders at the first opportunity
after their appointment Details of the Directors seeking re-election at the 2009 Annual General Meeting are
given in the Notice of Meeting

Relations with shareholders

The Group places a great deal of importance on communication with its shareholders and mamtains a
dialogue with them through investor refations programmes These include formal presentations of the full
year and intenm results and meetings with institutional investors and analysts as required To ensure all
Board members share a good understanding of the views of major shareholders about the Group, there 1s a
formal process whereby the Board reviews announcements and reports, prior to public distribution and are
sent summaries of institutional investor comment following meetings on the full year and interim results The
Non-Executive Directors are available to meet major shareholders when requested

The Board considers the Annual Report and Financial Statements and the Annual General Meeting to be the
primary vehicles for communication with private investars Resolutions are proposed on each substantally
separate 1ssue and the Company indicates the level of proxy voting lodged in respect of each The Annual
General Meeting gives all shareholders who are able to attend (especially private shareholders) the
opportunity to hear about the general development of the business It also provides an opportunity for
shareholders to ask questions of the full Board of Directors, including the chairmen of the audit, nomination
and remuneration committees

Risk management

The directors are responsible for the Group's system of operational control and nsk management During the
year the Group undertook regular quarterly reviews of the formal nsk management assessment Risk
management remains an ongoing programme within the Group and 1s formally considered at regular
operational meetings as well as meetings of the Board This process accords with the Turnbulf guidance

Internal control

The Combined Code requires that at least annually directors review the effectiveness of the Group's system
of matenal internat controls including financial, operational and compliance controls and risk management
systems The Board confirms that it carned out a review of the effectiveness of the system of internal control
which operated within the Group during the financial year in accordance with The Cembined Code The
Board places considerable importance on maintaining a strong control environment but recognises that such
systems are designed to manage rather than eliminate nsk, providing reasonable but not absolute assurance
against matenal misstatement or loss

Key features of the Group's systems of internal control include

e an annual strategy review process to ensure that the Group's resources are priontised to deliver
optimum shareholder returns,

« acomprehensive system of reporting monthly, half yearly and annual financial results to the directors
and key groups of sentor management, focusing an key initiatives reviewing performance and
implementing remedial action where necessary,

* arobust and detailed process to develop the Group's annual budget and regular revised forecasts,
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« monthly Group management accounts to report performance as compared to budget and/or forecast
as appropriate,

¢ a management structure with clearly defined authonty mits, and

» development and frequent reporting of relevant Key Performance Indicators to monitor operational
progress

The directors behieve that the system of internal control 1s appropriate for the Group The Group does not
have a separate internal audit function although the Board periodically reviews the need for establishing one
in addition to the existing store assurance team The Group currently employ a nsk manager supported by
two store auditors who are responsible for reviewing operationat and financial control at store level The nsk
manager reports to the Chief Operations Officer and also has direct access to the Chief Executive and Chief
Financial Officer

A summary of the principal nsks and uncertainties within the business are set out on pages 17 and 18
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Corporate Social Responsibility (“CSR")

Overview

Safestore 1s committed to operating in an ethical and socially responsible manner Throughout FY2009 we
have continued to evolve our stakeholder engagement programme based on our commitment to sustainable
business practice

We are diligent in our approach ensurnng that initiatives introduced deliver an overall net gain to our four key
stakeholder groups whitst meeting legislative requirements and remaining commitied to the highest
standards of corporate governance

Our CSR policy provides a framework that goes beyond legislative compliance ensuring that the strategic
objectives of our business are aligned with practices that are sustainable, ethical and socially responsible
The policy I1s chaired by our Chief Operating Officer who holds quarterly reviews with regular updates
provided to the Board

The day to day management of our policy 1s driven forward by our experienced senior management teams
who coordinate all aspects of activity across our UK wide estate resulting in a consistent approach

During FY2009 we successfully met the corporate responsibility inclusion critena for the FTSE4Good Index
becoming a valued member of the FTSE4Good Index series — the leading global responsible investment
index The Group was delighted to see our continued efforts in delivering responsible business practices
being recognised by the FTSE4Goced policy committee

Engaqing with our market place
Stakeholder communication

We strive to provide easily accessible management information to all parties who are involved in business
with us including investers and shareholders, customers, employees, suppliers and third party advisors We
are committed to the development of ethical and sustainable practices within the self storage sector as a
whole and we are active members of the Self Storage Association

“We are delighted with the acceptance of Safestore into the FTSE4Good index Investors are becoming
increasingly concerned with the management of social and environmental risks in their portfolios
Membership in the index highlights our commitment to responsible business practice and demonstrates that
we have the policies and management systems In place to help address corporate responsibility risks * —
Steve Willams, Chief Executive Officer

Expansion programme

Despite the economic climate the success of our expansion programme resulted in the creation of 12 jobs
bringing additional employment, growth and regeneration to the local communities in which we operate We
have worked proactively with local planners delivering on our commitment to renewable energy sources

Highlights for the year include,
» All new stores were fitted with photo cell sensors mimimising our requirement for illuminated signage
¢ [nternal sensor ighting as standard within our storage centres

Customer enqgagement

We continue to strive to deliver the highest standards of customer service and throughout the year we have
built on the success of our customer engagement programme  Qur customers generally live within the
locality of their nearest store choosing to engquire and do business with us through web, telephone and email
channels as well as by visiting the store direct

This year saw the launch of our new website \ncluding a virtual tour and tutonal section caternng for
customers who are new to self storage We have also relaunched our customer facing matenals and
tntroduced a range of strategic alhances that provide a straight forward one stop shop storage solution We
recognuse that the telephone 1s a key communication tool and we were delighted to become finalists' in the
Customer Service Contact Centre of the Year (up to 100 seats) category of the 2009 National Customer
Service Awards
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For the second year running we supported National Customer Service Week and our ‘Make a Difference’
campaign saw both stores and Head Office participating in a wide range of activities

We seek customer feedback as part of our commumication programme and this continues to be pivotal in
shaping the future direction of our business For FY2009 we were delighted to achieve a score of 97% for
customer satisfaction with our service overall

Supporting our people

The role our people play in creating a customer dniven business I1s fundamental to our continual success and
we are passionate about bullding and developing our people’s skills  As an Investor in People we stnve to
support all employees with relevant training, professional development and career planning which 1s closely
aligned to business goals and employee aspirations  Truly engaging people and delivering highly effective
teams 1s vital for our operational and business success and we were delighted for FY2009 to promote 37 of
our staff to a more senior position, an increase of 42% on the previous year

This year the quality of our training was recognised externally through our attainment of two Training Journal
Awards for Special Achievement and Best Change Management Programme with Safestore being the
overall winner of all categories  In addition, we were also highly commended in the HR Excellence awards
and finahsts in the World of Learning awards for our employee development programme

Equality and diversity

Safestore 1s an equal opportunities employer and we maintain appropriate policies and practices to ensure
all employees and job applicants are treated equally regardless of ethnicity, gender, sexual orientation, age,
religion or belief, mantal status or disability Decisions regarding emplayment and promotion are based
strictly on a person's ability and aptitude and our competency based framework ensures consistency of
approach

Health and well being

We seek to ensure a healthy and safe environment for all cur employees and stakeholders and fully comply
with Health and Safety legisiation and local regulations Our Heath and Safety policy outhines our
commitment and our Health and Safety Commuttee, chaired by our Chief Operating Officer, meets on a
quarterly basis addressing potential nsk areas ensuring appropriate practices are in place All employees
complete Health and Safety training as part of our Induction programme supported by an exam based
assessment In addition specific training on fork lIft operation, fire safety and first aid 1s also provided as
approprniate FY200S has seen us maintain our commitment to supporting our staff achieve a healthy work
Iife balance, for example through Busy bees childcare vouchers and our cycle to work scheme  Benefits
such as death in service, contributory pension scheme and employee discounts are provided as standard

Employee enqagement

Throughout the year we have continued with our Career store development programme and introduced this
te our Head Office for staff working in a variety of departmental roles  We recognise the importance of
professional development for our staff and support further training as relevant to the individual's role

Our board sponsored senior management development programme develops individual leadership
competencies for our future business leaders and provides a base for cross functiona! networking

With stores throughout the UK it 1s essential to us that we maintain a vibrant communication platform

Six menthly road shows delivered by our Chief Operating Officer set the scene on business direction and our
weekly news bulletin communicates day to day matters  Open forums and staff suggestion schemes are
actively in place and encourage innovation in the workplace
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Staff support many different initiatives in their immediate locality benefiting a range of commuruty groups
such as local charities and schools We also participated in Comic Relief and Children in Need chanty fun
days truly engaging our people and raising funds for a worthy cause Further, we continue to be awarded the
payroll giving Bronze award in recognition of our payroll giving scheme

Green plan

Our green plan underpins cur comritment to minimising the impact of our activities, delivering sustainable
solutions that make a positive difference environmentally This makes sense from both an environmental and
economic perspective We also strive to reduce our consumption of scarce resources by deploying a range
of monitoring and management techniques

Highlights for FY2009 are,
+ [ncreasing our commitment to greentnicity which 1s now deployed across 89% of our estate

+ The introduction of PV panels at our Clapham site

Challenging our carbon footprint

We continually challenge the way we operate within the Group to generate efficiency in carbon usage For
example,

95% of our customers select a non postal invoice solution saving over half a milhon pieces of paper from
consumption In addition we have increased our usage of telephone conferencing by 30% year on year
reducing the need for business travel

Recycling

For some aspects of our business reducing scarce resource consumption 1s not practical In these
circumstances we strive to seek a recycled alternative Throughout FY2008 our recycling schemes have
gone from strength to strength as we continue to seek out ‘closed loop’ channels

One of our key successes is cardboard waste recycling which I1s in operation throughout our Estate For
FY2008 this saved more than 149 tonnes of waste from going into landfill, the equivalent to approximately
3500 trees from being felled

Caring for the environment

The Group 1s committed to working closely with our suppliers to achieve a sustainable environment for the
future This year we were delighted to participate i a joint initriative working with trees for cities supporting
tree planting projects in urban areas
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Enhancing communities

Our over riding goal 1s to efficiently use resources that are directly available to us to provide far reaching
benefit to the communities where we operate

Charity room

We support a wide range of community inithatives at group level through our chanty of the year and at local
level through the provision of our charnty room in every store scheme

Chanty of the year

This year we were delighted to launch our partnership with Scope as our charty of the year where we
donated gift-in-kind support for the chanty’'s archive storage needs, saving Scope an estimated £17,000 per
year This donation has helped Scope provide vital services for people with cerebral palsy Throughout the
year we have offered further support for example by funding an outdoor learning space at Craig Y Parc
School and by supporting theirr Sporting Inspirations event

“We'd like to thank Safestore for their generous and kind support Safestore i1s using their core business to
best meet our needs and help us save some valuable funds In the current economic climate, this 1s certainly

an innovative approach to a corporate partnership ”

Jason Suckley, Director of Fundraising at Scope

Community based support

Our community support helps local communities with far reaching, often international benefits Many of our
staff are involved with their communities helping schools, chanties and many other groups in a range of
capacities For FY2009 we have also supported fund raising event days such as Comic Relief and Children
in Need which saw our staff participating in a range of activities
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Directors’ report registered company number 4726380

The directors present therr Annual Report and the audited consolidated financial statements for the year
ended 31 October 2009

Principal activities

The Group provides individual, secure self-storage space and related services for business and residential
customers in the UK and France The majonty of revenue 1s generated from the provision of self-storage
However, ancillary products, including insurance and storage accesseores, e g bubble wrap, boxes and
padlocks, provide a rapidly growing, high margin secondary revenue stream

Business review

The information that fulfils the requirements of the Business review can be found i the following sections,
which are incorporated into this report by reference

o The Charrman's statement and the Chief Executive's Review on pages 2 to 10 contain a review of the
business of the Group, the development and performance of the Group during the year and at the year
end and of its strategy and prospects, including an analysis using Key Performance indicators

s The Financial Review can be found on pages 11 to 16

s The principal nisks and uncertainties within the business are set out In the Risk Management section on
pages 17 and 18 including an assessment of the requirements of Section 417(5)(c) of the Companies
Act 2006 on information about persons with whom the Group has contractual or other arrangements
which are essential to the business of the Group

» The Group's Corporate Social Responsibiity commitment and information in respect of environmental
matters, employees, and social and community issues can be found on pages 29 to 32

Further information on the Group's operations and financial affairs that are in addition to the requirements of
the Business review are set out on pages 2 to 40 of this report

Key performance indicators

The directors are required to comment upon the Group's key performance indicators These are reported
within the Financial Review on pages 11 to 16, and in the Chief Executive's Review on page 4 to 10 for
customer enquiries, new lets, vacates, length of stay, and other non-financial key performance indicators

Results and dividends

The results for the year are set out on page 44 The directors recommend a final dividend of 3 Op per
ordinary share (2008 3 Op) totalling £5,624,000 (2008 £5,624,000) to be paid on 1 April 2010 to
shareholders whose names appear on the register at the close of business on 5 March 2010 An interim
dividend of 1 85p was paid in the year (2008 1 65p) totaling £3,093,000 (2008 £3,093,000)

Directors

Details of the directors who served during the year are set out below

R S Grainger Chairman

SW Willlams Chief Executive Officer

R D Hodsden Chief Financial Officer

R W Carey Non-Executive Director

A H Martin Non-Executive Director

A S Lews Non Executive Director (appointed 30 June 2009)

K G Edelman Non-Executive Director (appointed 22 September 2009)
V M L Gwilham Non-Executive Director (rettred 30 June 2009)

Details of the interests of the directors in the shares of the company are set out in the Remuneration Report
on pages 19 to 25
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Directors' report (continued)

The Company's Articles of Association provide that a director may be appointed by an erdinary resolution of
the shareholders or by the existing directors, either to fill a vacancy or as an additional director Further
information on the Company's internal procedures for the appointment of directors 1s given in the Corporate
Governance section on pages 29 to 32

The Company's Articles of Association require that one-third of directors retire by rotation each year and that
each director must retire at intervals of not more than three years Non-executive directors must retire
annually once they have been in office for a penod of more than eight years In accordance with these
provisions, Richard Grainger will retire at the forthcoming Annual General Meeting and, being eligibte, offer
himself for re-election Roger Carey will rettre from the Board at the forthcoming Annual General Meeting

The Board, which 1s responsible for the management of the business, may exercise all the powers of the
Company subject to the provisions of relevant legislation and the Company's Memorandum and Articles of
Association The powers of the directors set out in the Articles of Association include those in relation to the
iIssue and buyback of shares

The directors have (and during the year ended 31 October 2009 had) the benefit of the qualifying third party
indemnity prowvision contained in the Company's Articles of Assoctation which provides a limited indemnity in
respect of labilibes incurred as a director or other officer of the Company

Share capital

The authonsed share capital of the Company as at 31 October 2009 was £3 15 million divided into 315
million ordinary shares of 1 pence of which 188 1 million were in 1ssue

The nights and obligations attaching to the Company's shares, as well as the powers of the Company's
directors, are set out in the Company's Articles of Association, a copy of which can be viewed on the
Company's website at www safestore co uk

The Company's Articles of Association can only be amended by special resolution of the shareholders

There 1s no restriction on the transfer or limitations on the holding of the Company's shares and there 1s no
requirement for prior approval of a transfer Under the Company's Articles of Association, the directors have
the power to suspend voting nghts and the right to receive dividends n respect of shares where the holder of
the shares fails to comply with a notice 1ssued under section 793 of the Companies Act 2006

At the Annual General Meeting held on 26 March 2009 the Company was authorised to purchase up to
18,813,508 of its own shares This authority was not exercised duning the year ended 31 October 2009 and
will expire at the conclusion of the forthcoming Annual General Meeting A resolution will be proposed at the
Annual General Meeting to renew this authonty along with the Directors' authority to allot relevant secunties
pursuant to section 551 of the Companies Act 2006 and the power to disapply pre-emption rights pursuant to
section 570 of the Companies Act 2006 For further details on these resolutions please refer to the Notice of
Annual General Meeting on page 90

Change of control

The Group I1s not party to any significant agreement that takes effect, alters or terminates upon a change of
control of the Group following a takeover bid The Group's employee share schemes contain provisions
relating to a change of control Qutstanding options and awards normally vest and become exercisable on a
change of control, subject to the satisfaction of any performance conditions at that ime

Substantial shareholdings
The following substantial shareholdings have been notified to the Company

At 29 January 2010

Number %

Bridgepoint Capital Limited 65,684,247 35
Schroder Investment Management 13,646,048 7
ING Clanon 11,543,332 6
Morgan Stanley Investment Management 9,610,576 5
Fortis Investments 6,826,526 4
Legal & General Investment Management 5,894,113 3
SW Willlams 8,427 579 4
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Own Shares - Employee Benefit Trust

On 31 January 2008, the Company allotted 1,051,755 ordimary shares of 1p each at par to the Safestore
Employee Benefit Trust in satisfaction of awards under the Group's Long Term Incentive Plan The
Employee Benefit Trust retains 639,740 ordinary shares (2008 663,740 ordinary shares) with a cost of
£6,397 (2008 and on 1ssue £6,637), In respect of matching share awards which vest on 31 January 2011 if
average performance critena are achieved over the three year vesting penod This represents 0 34% (2008
0 35%) of the total 1ssued share capital of the Company

Financial risk management
Information on nsk management 1s previded on pages 17 and 18
Employees

The Group places great value in its employees and their involvement in the business The Group recognises
the importance of good communication with its staff and has designed internal communications channels to
ensure that all employees are well informed about the business of the Group The Group considers the views
of employees In its decisions The Group aims to achieve a common awareness of financial and economic
factors that affect the performance of the Group These include training and staff briefings 1t s Group policy
to give equal opportunity of employment to disabled and able persons according to their suitability to perform
the work required The services of existing employees who are or who become disabled are retained
wherever practicable and the Group 1s committed to applying the provisions of the Disability Discnmination
Act 1995

Employee incentive arrangements are normally reviewed on an annual basis Annual bonus payments are
trggered on the satisfactory achievement of pre-agreed personal objectives and the financial performance of
the business

Political and charitable contributions

The Group made no pelitical or chantable donations duning the year (2008 Enil) The Corporate
Respensibiity Report provides details of the Group's charnty room In every store commitment

Creditor payment policy

The Company i1s a holding company with very few suppliers The Group aims to pay all its supphers within
the payment terms negotiated with each individual supplter The Group had 37 days’ purchases (2008 36
days' purchases) outstanding at 31 October 2009, based on the average dailly amount invoiced by suppliers
during the year ended 31 October 2009

Going concern

After making enquinies, taking into account current borrowing facilittes and trading prospects, the directors
have a reascnable expectation that the Group has adequate resources to continue in operational existence
for the foreseeable future For this reason, the going concern basis has been adopted in preparing the
financial statements

Disclosure of information to auditors

In the case of each of the persons who are directors at the time when the report 1s approved under section
418 of the Companies Act 2006 the following applies

e so far as the director 1s aware, there I1s no relevant audit information of which the Company's auditors
are unaware, and

+ the director has taken all the steps that he cught to have taken as a director in order to make himself
aware of any relevant audit information and to establish that the Company's auditors are aware of
that information
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Independent auditors

A resolution to reappoint PricewaterhouseCoopers LLP as auditers to the Company will be proposed at the
forthcoming Annual General Meeting

Annual General Meeting

The Annual General Meeting will be held at the Company's registered office at Brittanic House, Stirling Way,
Borehamwood, Hertfordshire WD6G 2BT on 24 March 2010 at 12 noon

Shareholders are encouraged to use therr vote at this year's Annual General Meeting either by attending the
meeting in person or by completing and returning the enclosed form of proxy in accordance with the
instructions set out in the form Completing and returning the form of proxy will not prevent shareholders from
attending and voting at the meeting

At this year's Annual General Meeting, we are proposing a resolution to adopt new Articles of Association
(the “New Articles") in order to update the Company’s current Articles of Association (the “Current Articles”)
primarnily to take account of the implementation on 1 October 2009 of the last parts of the Companies Act
2006 and also the coming into force of The Companies (Shareholders’ Rights) Regulations 2009 Generally,
the opportunity has been taken to bring clearer language into the New Articles and in some areas to conform
the language of the New Articles with that used in the model articles for public companies set out in
secondary legislation The Notice of Annual General Meeting on page 90 sets out details of the business to
be considered at the Annual General Meeting and contains explanatory notes on such business

By order of the Board
N
=2, R
S Ahmed

Company secretary
29 January 2010
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Statement of Directors' Responsibilities

The directors are responsible for preparing the Annual Report, the Directors’ Remuneration Report and the
financial statements in accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the group financial staterments in accordance with international
Financtal Reporting Standards (IFRSs) as adopted by the European Union, and the parent company financial
statements in accordance with United Kingdom Generally Accepted Accounting Practice {(Unmited Kingdom
Accounting Standards and applicable law) Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group and
the Company and of the profit or loss of the Group for that period In preparing these financial statements,
the directors are required to

+ select suitable accounting policies and then apply them consistently,
* make judgements and accounting estimates that are reasonable and prudent,

o state whether IFRSs as adopted by the European Union and applicable UK Accounting Standards
have been followed, subject to any matenal departures disclosed and explained in the Group and
parent Company financial statements respectively, and

+ prepare the financial statements on the going concern basis unless It Is iInappropriate to presume
that the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial position
of the Company and the Group and enable them to ensure that the financial statements and the Directors’
Remuneratton Report comply with the Companies Act 2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Company and
the Group and hence for taking reascnable steps for the prevention and detection of fraud and other
irregularties

The directors are responsible for the maintenance and integnty of the Company's website Legislation in the
United Kingdom governing the preparation and dissermination of financial statements may differ from
legislation in other jurisdictions

Each of the directors, whose names and functions are hsted in the Directors’ report confirm that, to the best
of their knowledge

» the Group financial statements, which have been prepared in accordance with IFRSs as adopted by
the EU, give a true and fair view of the assets, liabilities, financral position and foss of the Group, and

+ the Directors’ Report includes a fair review of the development and performance of the business and
the position of the Group, together with a description of the principal nsks and uncertainties that it
faces

By order of the board

5 Anmed A O
Company secretary

29 January 2010
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Independent auditors’ report to the members of Safestore Holdings plc

We have audited the group financial statements of Safestore Holdings pic for the year ended 31 October
2009 which compnise Consolidated income statement, the Consolidated statement of recognised income and
expense, the Consolidated balance sheet, the Consolidated cash flow statement, and the related notes The
financial reporting framework that has been applied in their preparation is applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 41, the directors are
responsible for the preparation of the group financial statements and for being satisfied that they give a true
and far view Our responsibility 1s to audit the group financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Thes report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Sections 495 and 496 of the Companies Act 2006 and for no aother purpose We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent In
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropriate to
the group’s circumstances and have been consistently applhed and adequately disclosed, the
reascnableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements

Opinion on financial statements
In our opinton the group financial statements

« give a true and fair view of the state of the group’s affairs as at 31 Octeber 2009 and of its loss and
cash flows for the year then ended,

* have been properly prepared in accordance with IFRSs as adopted by the European Union, and

s have been prepared in accordance with the requirements of the Comparnies Act 2006 and Article 4 of
the IAS Regulation

Opinion on other matter prescribed by the Companies Act 2006
In our opinton

¢ the information given in the Directors’ Report for the financial year for which the group financial
statements are prepared 1s consistent with the group financial statements, and

Matters on which we are required to report by exception
We have nothing to report in respect of the following
Under the Companies Act 2006 we are required to report to you If, In our opinion
o certain disclosures of directors' remuneration specified by law are not made, or
e we have not received all the information and explanations we require for our audit, or
e acorporate governance statement has not been prepared by the parent company
Under the Listing Rules we are required to review
+ the directors’ statement, set out on page 39, In relation to going concern, and

o the part of the Corporate Governance Statement relating to the company’'s compliance with the nine
provisions of the June 2008 Combined Code specified for our review
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Independent auditors’ report to the members of Safestore Holdings plc
(continued)

Other matter

We have reported separately on the parent company financial statements of Safestore Holdings Plc for the
year ended 31 October 2008 and on the information in the Remuneration Report that 1s descnbed as having
been audited

I

Matthew Muliins {(Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

29 January 2010
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Consolidated income statement for the year ended 31 October 2009

Group
Notes 2009 2008
£'000 £'000

Revenue 2 84,433 82,875
Cost of sales {26,606) (25,640)
Gross profit 57.827 57,235
Administrative expenses {10,608) (12,233)
EBITDA before exceptional items, change in fair value of denvatives 45,736 45,145
and loss on mvestment properties
Exceptional items 4 2,046 -
Change in fair value of denvatives (395) -
Depreciation 5 (168) (143)
Operating profit before loss on investment properties 47,219 45,002
Loss on investment properties 10 (41,610) (8,313)
Operating profit 25 5,609 36,689
Finance income excluding exceptional item 344 827
Recycling of foreign exchange gains 6,607 -
Total finance iIncome 3 6,951 827
Finance expense 3 (21,978) (22,589)
{Loss)/profit before income tax (9,418) 14,927
Income tax credit/(expense)* 7 9,153 (2,414)
{Loss)/profit for the year (265) 12,513
(Loss)earnings per share for (loss)/profit attributable to the
equity holders
- basic and diluted (pence) 9 (0 14p) 6 68p

The financial results for both years relate to continuing activities
*Includes an exceptional credit of £5,524,000 (2008 nil) (see note 5)
The notes on pages 47 to 81 are an integral part of these consolidated financial statements

Consolidated statement of recognised income and expense for the year
ended 31 October 2009

Group

Notes 2009 2008

£'000 £000

Currency transtation difference net of tax 25 12,128 8,240
Cash flow hedges net of tax 25 (4,383) (4,661)
Net gain recogmsed directly in equity 7,745 3,679
Transferred to the Income statement from translation reserve 3 (6,607) -
1,138 3,579

{Loss)iprofit for the financial year (265) 12,513
Total recognised income for the year 873 16,092

All gains/(losses) are attributable to equity shareholders for both years
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Consolidated balance sheet as at 31 October 2009

Group
Notes 2009 2008
£'000 £'000
Assets
Non-current assets
Investment properties 10 646,778 637,656
Interests in feasehold properties 10 71,954 75,218
Development properties 10 12,641 31,483
Property, plant & equipment 1 1,739 1,692
Deferred income tax assets 22 11,449 5,495
744,561 751,544
Current assets
Inventories 13 228 258
Trade and other recewvables 14 13,739 12,800
Other financial assets 15 - 1,561
Derivative financial instruments 19 - 190
Cash and cash equivalents 15 26,352 11,143
40,319 25,952
Total assets 784,880 777 496
Current habihities
Financial iabilities
- Bank borrowings 18 (2,485) (3,040)
- Derwvative financial instruments 19 . (13,578) (3,647)
Trade and cther payables 16 (31,106) (38,726)
Obligations under finance leases 20 {10,301) {10,610)
(57,470) {56,023)
Non-current liathhities
Bank borrowings 18 (295,900) (278,527)
Trade and other payables 16 (896) (1,333)
Deferred income tax habilittes 22 (120,257) (123,070)
Obhgations under finance leases 20 {61,653) {64,608)
Provisions 21 {(109) (109)
(478,815) (465,847)
Tota! habilities (536,285) (521,670)
Net assets 248,595 255,826
Equity
Ordinary shares 23,25 1,881 1,881
Share premium 25 28,349 28,349
Other reserves 25 6,785 5,647
Retained earnings 24,25 211,580 219,949
Total equity 25 248,595 255,826

These financial statements on pages 44 to 81 were authonsed for issue by the Board of Directors on 29
January 2010 and signed on its behalf by

RD Hodsden K
Director Dhrector
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Consolidated cash flow statement for the year ended 31 October 2009

Group

Notes 2009 2008
£'000 £'000

Cash flows from operating activities
Cash generated from operations 26 45,348 45,597
Interest paid (21,206) (24,451)
Interest received 913 477
Tax paud (58) {28)
Net cash inflow from operating activities 24,997 21,595

Cash flows from investing activities
Expenditure on investment properties and development properhies (16,219) (50,280)
Net proceeds from disposal of Investment properties - 17
Net proceeds from disposal of development properties 1,188 -
Purchase of property, plant and equipment (215) (357)
Sale/(purchase) of available for sale financial assets 1,561 (1,561)
Net cash outflow from investing activiies {13,685) (562,181)

Cash flows from financing activities
Equity dividends paid 8 (8,717) (8.717)
Net proceeds from issue of new borrowings 25,464 43,854
Finance lease pnncipal payments (5,326) (3.991)
Repayment of borrowings (8,000) (8,000)
Net cash inflow from financing activies 3,421 23,146
Net increase/{decrease) in cash and cash equivatents 14,733 (7.440)
Exchange gains on cash and cash equivalents 476 -
Cash and cash equivalents at 1 November 11,143 18,583
Cash and cash equivalents at 31 October 15,27 26,352 11,143
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Notes to the financial statements for the year ended 31 October 2009

1 Accounting policies

The principal accounting policies of the Group are set out below These policies have been consistently
applied to each of the years presented, unless otherwise stated

Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRS") and International Financial Report Interpretations Committee ("IFRIC") interpretations as adopted by
the European Unton and with those parts of the Companies Act 2006 applicable to companies reporting
under IFRS

The financial statements have been prepared on a going concern basis under the historical cost convention
as modified by the revaluation of investment properties and the fair value of derivative financial instruments

The preparation of financial statements in conformity with generally accepted accounting principles requires
the use of certain cntical accounting estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period Although these estimates are based on management's best knowledge of the
amount, event or actions, actual amounts may differ from those estmates

Key judgements include the estimation of fair values of investment properties, interests in leasehold
properties and recognition of deferred tax assets

The interest cost of finance leases of £6,691,000 in the prior year has been represented in the cash flow
statement from financing activities to operating activities based on industry best practice

Standards, amendments to standards and interpretations 1ssued and applied

During the year ended 31 October 2009 the Group adopted the following standards, amendments to
standards and interpretations,

Amendment to IAS 39, ‘Financial instruments Recogrition and measurement’, and IFRS 7, 'Financial
instruments Disclosures’, on the 'Reclassification of financial assets'

Amendment to IFRIC 9 and 1AS 39 regarding embedded derivatives
IFRIC 11'IFRS 2 - Group and treasury share transactions'
IFRIC 13 'Customer loyalty programmes'

The adophion of these amendments has not had a significant impact on the Group’s financial position or
results of operations

Basis of consolidation

The consoclidated financial statements incorporate the financtal statements of the Company and all its
subsidiary undertakings made up to 31 October each year Subsidiaries are entities where the Company has
the power to govern the financial and operating policies, generally accompanying a shareholding of more
than one half of the voting nghts The existence and effect of potential voting nghts that are currently
exercisable or convertible are considered when assessing whether the Group controls another entity

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropnate

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting
policies used into ine with those used by the Group

Allintra-company transactions, balances, and unreahsed gains on transactions are eliminated on
consolidation Unreahsed losses are also eliminated unless the transaction provides evidence of an
impairment of the assets transferred

Goodwill arising an acquisition 1s recognised as an asset and imihally measured at cost, being the excess of
the cost of the business combination over the Group's interest In the net fair value of the identifiable assets,
liabilites and contingent habilities recognised If, after reassessment, the Group's interest in the net fair value
of the acquiree's identifiable assets, habthties and contingent llabilities exceeds the cost of the business
combination, the excess Is recognised Immediately in the income statement
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Notes to the financial statements for the year ended 31 October 2009
(continued)

1 Accounting policies (continued)
Segmental reporting

The Group's operations are located in the United Kingdom and France The Group's net assets, revenue and
profit before tax are attributable to one pnincipat activity, the provision of self storage The pnimary segment 1s
based on geographical location

Segment results, assets and liabilities include items directly attributable to segments as well as those that
can be allocated on a reasonable basis Unallocated items comprise principally interest beanng loans, and
deferred taxation

Revenue recognition

Revenue represents amounts derived from the provision of services (rental space, customer goods
Insurance and consumables) which fall within the Group's activities provided in the normal course of
business, net of discounts, VAT (where applicable) and other sales related taxes

Rental ncome 1s recognised over the period for which the space 1s occupied by the customer and on a time
apportionment basis No revenue i1s recognised If there are significant uncertainties regarding recovery of the
consideration due Insurance income I1s recognised over the pened for which the space 1s occupled by the
customer and on a time apportionment basis The portion of insurance premiums on occupied space that
relates to unexpired nsks at the balance sheet date i1s reported as unearned premium hability in other
payables Income earned on the sales of consumable items 1s recognised at the point of sale

Interest income Is accrued on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which 1s the rate that exactly discounts estimated future cash receipts through the
expected hfe of the financial asset to that asset's net carrying amount

Income for the sale of assets is recognised when the significant risks and returns have been transferred to
the buyer For property sales this Is at the point of completion Where any aspect of consideration 1s
conditional then the revenue associated with that conditional itemn 15 deferred

Exceptional items

Where it 1s considered that items of income or expense are material and are considered ‘one off’ in nature,
therr nature and amount i1s disclosed separately on the face of the income statement where this enhances
the understanding of the Group's financial performance

Foreign currency translation
- Funchonal and presentation currency

The individual financial statements for each company are measured using the currency of the pnmary
economic environment in which it operates (its functional currency) For the purposes of the consolidated
financial statements, the results and financial position of the Group are expressed in pounds sterling, which
1s the functional and presentational currency of the Group

- Transactions and balances

Foreign currency transactions in currencies other than pounds sterling are translated into the functional
currency at the rates of exchange prevailing on the dates of the transactions At each balance sheet date,
monetary assets and liabilities that are denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date Non-monetary assets and liabilities carned at fair value that are
denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was
determined Gains and losses arnising on retranslation are included in the income statement for the peried,
except for exchange differences ansing on non-monetary assets and habiliies where the changes in fair
value are recognised directly in equity

On consolidation, the assets and habilites of the Group's overseas operations are translated at exchange
rates prevailing on the balance sheet date Income and expense items are translated at the average
exchange rates for the perod Exchange differences ansing are classified as equity and are recognised as a
separate component of equity (cumulative translation adjustment) Such translation differences are
recognised as Income or as expenses In the period in which the operation s disposed of

Goodwill and fair value adjustments ansing on the acquisition of a foreign entity are treated as assets and
habilities of the foreign entity and translated at the closing rate
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Notes to the financial statements for the year ended 31 October 2009
(continued)

1 Accounting policies (continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for thew intended use or sale, are
included within the cost of those assets, until such time as the assets are substantially ready for therr
intended use or sale Investment income earned on the temporary investment of specific borrewings pending
therr expenditure on qualifying assets 1s deducted from the borrowing costs ehgible for capitalisation

All other borrowing costs are recognised in the iIncome statement in the pericd 1n which they are incurred
Investment properties and interests in leasehold properties

Investment properties are those properties owned by the Group that are held to earn rentals Investment
properties are mitially measured at cost, including related transaction costs and borrowing costs Borrowing
costs are incurred for the purpose of acquinng, constructing or producing a qualifying investment property
and are capitalised as part of its cost Borrowing costs are capitalised while acquisition or construction 1s
actively underway and cease once the asset 1s substantially complete, or suspended if the development of
the asset Is suspended After initial recognition investment properties are held at farr value based on a
market valuation by professionally qualified external valuers at each balance sheet date

The fair value of investment property reflects, among other things, rental income from current leases and
assumptions about rental income from future leases in the hght of current market conditions The fair value
also reflects, on a similar basis, any cash outflows that could be expected in respect of the property Some of
these outflows are recognised as a liability, including finance lease habilites in respect of leasehold land
classified as investment property, others, including contingent rent payments, are not recognised in the
balance sheet

For investment properties held under leases that are classified as finance leases, the properties are
recognised at the lower of fair value of the property and the present value of the minimum lease payments
An equivalent amount 1s recognised as a finance lease hability After initial recognition, leasehold properties
classified as investment property are held at farr value If a valuation obtained for a property held under a
lease Is net of all payments expected to be made, any related lease liability recognised separately in the
balance sheet is added back to arrive at the carrying value of the investment property for accounting
purposes Depreciation 1s provided on the minimum lease payment vaiuation over the lease term

Gains or losses ansing on changes in the farr value of investment properties at the balance sheet date are
recognised In the income statement in the penod in which they anse

Gains or losses on sale of investment properties are calculated as the difference between the consideration
received and farr value estimated at previous balance sheet date

If an investment property or part of an investment property becomes owner occupted, it 1s reclassified as
property, plant and equipment, and its fair value at the date of reclassification becomes its cost for
accounting purposes

Development properties

Properties under development for future use as investment properties are classified as a separate category
within non-current assets These properties are imbially recognised at cost until development 1s complete
when they are reclassified as investment properties at farr value

Property, plant and equipment

Property, plant and equipment not classified as investment properties or development properties, 1s stated at
historical cost less accumulated depreciation and any accumulated imparrment loss Historical cost
compnses the purchase pnice and costs directly incurred in bringing the asset into use

The assets residual values and useful lives are reviewed and adjusted, if appropriate, at each balance sheet
date If the carrying amount of an asset 15 greater than the recoverable amount then the carrying amount 1s
written down immediately to the recoverable amount
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1 Accounting policies {continued)
Property, plant and equipment (continued)

Depreciation 1s charged so as to write off the cost of an asset less estimated residual value of each asset
over its expected useful life using the straight-hine method The principal rates are as follows

Owner occupied over the shorter of the remaining lease period and

occupied period 2% per annum
Motor vehicles 25% per annum
Fixtures, fithings, signs and partitioning 6 66% - 10% per annum

The gain or loss arising on the retirement or disposal of an asset 1s determined as the difference between the
net sales proceeds and the carrying amount of the asset and 1s recognised in the income statement on
disposal

Intangible assets

Intangible assets that are acquired as a result of a bustness combination are recorded at farr value at the
date of acquisition, provided they can be separately and reliably measured The assets are amortised on a
straight-line basis over their expected useful lives

Computer software

Acquired computer software licenses are capitalised at the costs incurred to acquire and amortised over the
Ife of the specific software

Impairment of tangible and intangible assets (excluding property)

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there 15 any indication that those assets have suffered an imparrment loss If any such
indication exists, the recoverable amount of the asset I1s estmated Iin order to determine the extent of the
impairment loss (if any) Where the asset does not generate cash flows that are independent from other
assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs
An intangible asset with an indefinite useful hife 1s tested for impairment annually and whenever there Is an
indication that the asset may be impaired

The recoverable amount 1s deemed to be the higher of farr value less costs to sell and value in use In
assessing value In use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the nisks specific to
the asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 1s estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) 1s reduced to its recoverable amount An
impairment loss Is recognised as an expense iImmedately, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) i1s
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (cash-generating unit) in prior years A reversal of an imparment loss 1s recognised as income
immediately, unless the relevant asset 1s carned at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase

Inventories

Inventories are stated at the lower of cost less provisions for any slow moving or obsolete stock provisions
and net realisable value Cost comprises all costs of purchase and other costs incurred in brninging the
inventories to their present location and condition Cost 1s calculated using the weighted average method and
does not include any overhead aliocation as it 1s not appropnate Net realisable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling
and distnbution

Provistons for the slow moving or obsolete stock are calculated on the basis of sales made over the last
year
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1 Accounting policies (continued)
Trade and other receivables

Trade and other recevables are stated at fair value, being cost less provision for impairment where there 1s
evidence that not all amounts will be collectable under the onginal terms of the receivable A provision for
impairment of trade recewvables 1s established when there 1s objective evidence that the Group will not be
able to collect all amounts due according to the onginal terms of the receivables Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and
default or delinquency in payments (more than 28 days overdue} are considered indicators that the trade
recewvable 15 impaired The amount of the provision 1s the difference between the asset's carrying amount
and the present value of estimated future cash flows, discounted at the onginal effective interest rate The
carrying amount of the asset 1s reduced through the use of an allowance account, and the amount of the loss
15 recognised in the iIncome statement within 'cost of sales' When a trade receivable i1s uncollectible, 1t 15
written off against the allowance account for trade receivables

Cash and cash equivalents

Cash and cash equivalents represent only iquid assets with oniginai matunty of 90 days or less Bank
overdrafts that cannot be offset against other cash balances are shown within borrowings in current habilities
on the balance sheet

Trade and other payables

Trade and other payables are initially recognised at fair value Subsequently they are measured at amortised
cost using the effective interest rate method

Leases

Assets held under finance leases are recognised as assets of the Group at therir farr value or, if lower, at the
present value of the mimimum lease payments, each determined at the inception of the lease The
corresponding liability to the lessor is included in the balance sheet as a finance lease obligation Lease
payments are apportioned between finance charges and the reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining balance of the lability Finance charges are charged
directly against income, unless they are directly attnbutable to qualifying assets, in which case they are
capitalised in accordance with the Group's general policy on borrowing costs (see below)

Rentals payable under operating leases are charged to income on a straight-ine basis over the term of the
relevant lease

Benefits received and receivable as an incentive to enter into an operating lease are spread on a straight-line
basis over the full lease term

Borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs
Finance charges, including premiums payable on settlement or redemption and direct 1ssue costs, are
accounted for on an accruals basis in the iIncome statement using the effective interest method and are
ncluded within the carrying amount of the instrument to the extent that they are not settled in the period In
which they arise

Financial instruments

The Group uses denvative financial Instruments such as interest rate swaps to hedge its nsks associated
with interest rates fluctuations Such dernivatives are initially recognised and measured at fair value on the
date a denvative contract is entered into and subsequently re-measured at farr value The gain or loss on re-
measurement 1s taken to the income statement except where the denvative 1s a designated cash flow
hedging instrument The accounting treatment of denvatives classified as hedges depends on their
designation, which occurs on the date that the denvative contract i1s committed to
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1 Accounting policies {continued)
Financial instruments (continued)
For the purpose of hedge accounting, hedges are classified as

= Farr value hedges when hedging the exposure to changes in the fair value of a recognised asset or
hability,

+ Cash flow hedges when hedging exposure to vaniability in cash flows that 1s either attributable to a
parbicular nsk associated with a recognised asset or lability or a forecast transaction, or

s Hedges of a net investment in a foreign operation

Changes In the fair value of dervative financial instruments that are designated and effective as hedges of
future cash flows are recognised directly in equity and the ineffective portion 1s recognised immediately in the
Income statement If the cash flow hedge of a firm commitment or forecasted transaction results in the
recogrition of an asset or a iability, then, at the time the asset or liability 1s recognised, the associated gains
or losses on the dervative that had previously been recognised in equity are included in the inital
measurement of the asset or liability For hedges that do not result in the recogrnition of an asset or a liability,
amounts deferred in equity are recogmised in the iIncome statement in the same period in which the hedged
itemn affects net profit or loss

For an effective hedge of an exposure to changes in the farr value, the hedged item 1s adjusted for changes
In fair value attributable to the nsk being hedged with the corresponding entry in profit or loss Gains or
losses from re-measuring the dernvative, or for non-denivatives the foreign currency component of its carrying
amount, are recognised in the iIncome statement

Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting are
recognised In the income statement as they arise

Hedge accounting 1s discontinued when the hedging instrument expires or 15 sold, lerminated, or exercised,
or no longer qualifies for hedge accounting At that ime, any cumulative gain or loss on the hedging
instrument recognised in equity 1s retained in equity until the forecasted transaction occurs If a hedged
transaction I1s no longer expected to occur, the net cumulative gain or loss recogrised in equity 1s transferred
to the income statement for the period

Denvatives embedded in other financial instruments or other host contracts are treated as separate
dernivatives when their nsks and charactenstics are not closely related to those of host contracts and the host
contracts are not carned at fair value with unrealised gans or losses reported in the income statement

Provisions

Provisions are recognised when the Group has a present obhgation as a result of a past event, and it 1s
probable that the Group will be required to settle that obligation Provisions for dilapidations are measured at
the directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date, and
are discounted to present value where the effect 1s considered matenal

Taxation including deferred tax
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as
reported In the Income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible The Group's
habiity for current tax 1s calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and ltabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and 1s accounted for using the balance sheet habiity method
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1 Accounting policies (continued)
Taxation including deferred tax (continued)

Deferred tax habilities are generally recognised for all taxable temporary differences and deferred tax assets
are recognised fo the extent that it 1s probable that taxable profits will be available against which deductible
temporary differences can be utiised Such assets and liabilities are not recognised if the temporary
difference anses from goodwifl or from the initial recognition {other than in a business combination) of other
assets and habilittes in a transaction that affects neither the tax profit nor the accounting profit

Deferred tax labilities are recognised for taxable temporary differences arising on investments in subsidiaries
and associates, and interests in joint ventures, except where the Group 15 able to control the reversal of the
temporary difference and it 1s probable that the temporary difference will not reverse in the foreseeable

future

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the
extent that it 1s no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered

Deferred tax I1s calculated at the tax rates that are expected to apply in the period when the hability 1s settled
or the asset I1s realised Deferred tax i1s charged or credited in the iIncome statement, except when it relates to
items charged or credited directly to equity, in which case the deferred tax s also dealt with in equity

Employee benefit costs

Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due
Payments made to state-managed retirement benefit schemes are dealt with as payments to defined
contnbution schemes where the Group's obligations under the schemes are equivalent to those ansing in a
defined contnbution retirement benefit scheme

For defined benefit retirement benefit schemes, the cost of providing benefits 1s determined using the
Projected Unit Credit Method, with actuarial valuations being carned out at each balance sheet date

Actuarial gains and losses are recogrised in full in the penod in which they occur They are recogmised
outside the iIncome statement and presented in the statement of recognised income and expense

Past service costs are recogmsed immediately to the extent that the benefits are already vested, and
otherwise are amortised on a straight-line basis over the average penod until the benefits become vested

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined
benefit obligation as adjusted for unrecognised past service cost, and as reduced by the farr value of scheme
assets Any asset resulting from this calculation 1s imited to past service cost, plus the present value of
avalable refunds and reductions in future contributions to the plan

Share capital
Ordinary shares are classified as equity

Costs directly attnbutable to the 1ssue of new ordinary shares are shown in equity as a deduction, net of tax,
from the proceeds

Treasury shares

Safestore Holdings plc shares which have been purchased and not cancelled are held as treasury shares
and deducted from shareholders’ equity, within retained earnings

Share based payments

Share-based incentives are provided to employees under the Group’s bonus share plan, performance share
plan and employee sharesave schemes The Group recognises a compensation cost in respect of these
schemes that is based on the fair value of the awards, measured using Black-Scholes, Binomial and Monte
Carlo valuaticn methodologies For equity-settied schemes, the farr value 1s determined at the date of grant
and 1s not subsequently re-measured unless the conditions on which the award was granted are modified
For cash-settled schemes, the fair value 1s determined at the date of grant and 1s re-measured at each
balance sheet date until the habihty 1s settled Generally, the compensation cost Is recognised on a straight-
Iine basis over the vesting period Adjustments are made to reflect expected and actual forfeitures duning the
vesting period due to the failure to satisfy service conditions or non-market performance conditions
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1 Accounting policies {continued)
Critical accounting judgements and key sources of estimation uncertainty
Critical judgements n applying the Group's accounting policies

The preparation of consolidated financial statements under IFRS requires management to make estimates
and assumptions that may affect the application of accounting policies and the reported amounts of assets
and habilities, iIncome and expenses Actual outcomes may therefore differ from these estimates and
assumptions The estimates and assumptions that have significant sk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are discussed below,

a) Estimate of farr value of investment properties

The Group values its self storage centres using a discounted cash flow methodology which 1s based on
projections of net operating income Principal assumptions and management's underlying estimation of the
fair value of those relate to stabilised occupancy levels, expected future growth In storage rents and
operating costs, maintenance requirements, capitalisation rates and discount rates A more detalled
explanation of the background and methodology adopted in the valuation of the investment properties s set
out in note 10 to the financial statements

b) Development property

The Group's development properties are held in the balance sheet at historic cost and are not valued
externally In acquiring sites for development into self storage facilities, the Group estimates and makes
Judgements on the potential net lettable storage space that it can achieve in its planning negotiations,
together with the time it will take to achieve maturity cccupancy level In addition, assumptions are made on
the storage rent that can be achieved at the store by companson to other stores within the portfolio and
within the local area These judgements taken together with estimates of operating costs and the projected
construction cost, allow the Group to calculate the potential net operating profit at matunty, project returns on
capital invested and hence to support the purchase price of the site at acquisition Following the acquisition,
regular reviews are carrned out taking into account the status of planning negotiations, revised construction
costs or capacity of the new facility, for example to make an assessment of the carrying value of the
development property at historic cost Once a store 1s opened, then it 1s valued as an investment property in
the Group's balance sheet and transferred from development properties

Financial risk management

Financial nsk management 1s an integral part of the way the Group 1s managed [n the course of its business,
the Group 15 exposed primarnily to foreign exchange risk, interest rate nsk, iquidity nsk and credit nsk The
overall aim of the Group's financial risk management policies 1s to mimmise potential adverse effects on
financial performance and net assets The Group manages the financial nsks within policies and operating
parameters approved by the Board of Directors and does not enter into speculative transactions

Treasury activities are managed centrally under a framework of policies and procedures approved by and
monitored by the Board These objectives are to protect the assets of the Group and to identify and then
manage financiat risk In applying these policies, the Group will utihse dernvative instruments, but only for nisk
management purposes

The principal nsk facing are described below
Interest rate risk

The Group finances its operations through a mixture of retained profits and bank borrowings The Group
borrows in sterling at floating rates and, where necessary, uses interest rate swaps into fixed rates {see note
19) to generate the preferred interest rate profile and to manage its exposure to interest rate fluctuations A
1% change In interest rates would have a £1 1 milllon impact on net interest This sensitivity iImpact has been
prepared by determining average floating interest rates and flexing these against average floating rate
deposits and borrowings by major currency area over the course of the year
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Liquidity risk

The Group's policy on iquidity nsk 1s to ensure that sufficient cash 1s available to fund on-going operations
without the need to carry significant net debt over the medium term The Group's principal borrowing facilities
are provided by a group of core relationship banks in the form of term loans and overdrafts The quantum of
commitied borrowing facihities available to the Group I1s reviewed regularly and 1s designed to exceed
forecast peak gross debt levels

Credit risk

Credit nsk anses on financial instruments such as trade receivables and short-term bank deposits Policies
and procedures exist to ensure that customers have an appropnate credit history and account customers are
given credit hmits that are monitored Short-term bank deposits are executed only with A-rated authorised
counter parties based on ratings issued by the major rating agencies Counter party exposure positions are
mornitored regularly so that credit exposures to any one counter party are within predetermined imits

Overall, the Group considers that it 1s not exposed to a significant amount of credit nsk The amount of trade
receivables outstanding at the year end does not represent the maximum exposure to operational credit nsk
due to the normal patterns of supply and payment over the course of a year Based on management
information collected as at month ends the maximum level of trade receivables at any one point during the
year was £6 4 million (2008 £5 7 millicn)

Price risk
The Group 1s not exposed to significant price rnisk
Foreign exchange risk

The Group operates internationally and 1s exposed to foreign exchange risk ansing from vanious currency
exposures In respect of the Euro Foreign exchange nisk arses from future commercial transactions,
recognised assets and habilities and net investments in foreign operations

To manage foreign exchange nisk ansing from future commercial transactions and recognised assets and
habiities, the Group use forward contracts The Group's treasury nisk management pohcy 1s to enter into
forward contracts for between 60% and 70% of anticipated revenues in Euros for the subsequent 24 months

The Group has investments in foreign operations in France, whose net assets are exposed to foreign
currency translatton nsk Currency exposure arsing from the net assets of the Group’s foreign operations 1s
managed primarily through borrowings denominated in the relevant foreign currencies

At 31 October 2008, if Sterling had weakened by 10% against the Euro with ali other vanables held constant,
post-tax loss for the year would have been £2 Om (2008 £1 7m) higher, mainly as a result of foreign
exchange gains/losses on translation of Euro trade receivables and financial assets at farr value through
profit or loss

The Group 1s not exposed to significant transaction foreign exchange risk as purchases are invoiced in either
Sterling or Euro's

Hedge risk

In order to qualify as a hedge, at inception, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting and the risk management objective and
strategy for undertaking the hedge The documentation includes identification of the hedging instrument, the
hedged item or transaction, the nature of the nsk being hedged and how the entity will assess the hedging
instrument's effectiveness in offsetting the exposure te changes in the hedged item’s fair value or cash flows
attnbutable to the hedged nsk Such hedges are expected to be highly effective in achieving offsetting
changes in fair value or cash flows and are assessed on an ongoing basis to determine that they actually
have been highly effective throughout the financial reporting periods for which they are designated

Hedges that meet the strict critena for hedge accounting are accounted for as follows
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1 Accounting policies (continued)
Cash flow hedges

Cash flow hedges are a hedge of the exposure to the vanability in cash flows that is attributable to a
particular risk assoctated with a recogmsed asset or hability or a highly probable forecast transaction and
could affect profit or loss The effective portion of the gain or loss on the hedging instrument 1s recognised
directly in equity, while the ineffective portion 1s recognised in the income statement

Amounts taken to equity are transferred to the income statement when the hedged transaction affects profit
or loss, such as when hedged financial income or financial expense 1s recognised or when a forecast sale or
purchase occurs Where the hedged item I1s the cost of a non-financial asset or hability, the amounts taken to
equity are transferred to the initial carrying amount of the non-financial asset or hability

If the forecast transaction I1s no longer expected to occur, amounts previously recognised in equity are
transferred to profit or loss If the hedging instrument expires or 1s sold, terminated or exercised without
replacement or rollover, or If its designation as a hedge i1s revoked, amounts previously recognised in equity
remain in equity until the forecast transaction occurs If the related transaction i1s not expected to occur, the
amount i1s taken to the income statement

Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary dem that 1s accounted for
as part of the net investment, are accounted for in a way similar to cash fiow hedges Gains or losses on the
hedging instrument relating to the effective portion are recognised in profit or loss On disposal of the foreign
operation, the cumulative value of any such gains or losses recognised directly in equity I1s transferred to the
income statement

Capital risk

The Group's cbjective when managing capital are to safeguard the Group's ability to continue to as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital o shareholders, i1ssue new shares or sell assets to reduce debt

Consistent with others in the industry, the Group monitors capital on the basis of the geanng ratio This ratio
IS calculated as net debt divided by total capital Net debt is calculated as total borrowings (including 'current
and non-current borrowings' as shown In the consolidated balance sheet) less cash and cash equivalents
Total capital 1s calculated as equity as shown in the consolidated balance sheet plus net debt

During 2009, the Group's strategy, which was unchanged from 2008, was to maintain the gearing ratio within
50% to 70% and a Dunn & Bradstreet 5A1 credit rating The geanng ratios at 31 October 2009 and 2008
were as follows,

2009 2008

£'000 £'000
Total borrowings 370,339 354,785
Less, cash and cash equivalents (note 15) (26,352) (11,143)
Net debt 343,987 343,642
Total equity 248,595 255,826
Total capital 592,582 599,468
Gearing ratio 58% 57%

56 Safestore Holdings plc Annual Report & Financial Statements




Notes to the financial statements for the year ended 31 October 2009
(continued)

1 Accounting policies {continued)
Standards, amendments to standards and interpretations 1ssued but not applied

The following standards and interpretations had no matenat impact on the Group's results, assets or
llabilities or were not relevant

IFRS 4 'Insurance contracts'

IFRIC 7 'Applying the restatement approach under |AS 29, Financial reporting in hyperinflationary
economies'

IFRIC 8 'Scope of IFRS 2'

IFRIC 9 'Reassessment of Embedded Derivatives’

IFRIC 12 'Service concession arrangements’

IFRIC 14, 'IAS 19 - The limit on a defined benefit asset, mimimum funding requirements and their interaction’

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by the Group

The following standards, amendments and interpretations to existing standards have been published and are
mandatory for the Group's accounting periods beginning on or after 1 November 2009 or later pernods, but
the Group has not early adopted them

IFRS 8, 'Operating segments’ 1s applicable for financial years commencing on or after 1 January 2009 IFRS
8 replaces IAS 14 and aligns segment reporting with the requirements of the US standard SFAS 131,
'Dhsclosures about segments of an enterprnise and related information' The new standard requires a
'management approach', under which segment information 1s presented on the same basis as that used for
tnternal reporting purposes The Group will apply IFRS 8 from 1 November 2009, subject to endorsement by
the EU The impact of adoption of this standard 1s still being assessed in detaill by management

IAS 40 (revised), 'Investment property’ 1s applicable for financial years commencing on or after 1 January
2009 The Directors have considered the revised standard and decided not to adopt it early, and the Group
will apply IAS 40 (revised) for the year ending 31 October 2010 onwards, including in the interim at 30 Apnil
2010 The revised standard requires properties under construction or development for future use as
investment properties to be measured in the same way as other investment properiies recognised by the
Group, which 1s at its fair value, unless It 1$ not possible to reliably estimate a fair value, rather than at cost as
currently applied Management consider that the impact of adoption of this standard in 2010 s unlikely to be
matenal to the Group

Amendment to IFRS 2 'Share-based payment' 1s applicable for financial years commencing on or after 1
January 2009 This amendment clanftes that vesting conditions are service conditions and performance
conditions only It also specifies that all cancellations, whether by the entity or by other parties, should
receive the same accounting treatment The impact of adoption of this standard 1s still being assessed In
detaill by management

IFRS 3 (revised) '‘Business Combinations' and amendment to 1AS 27 'Consolidated and Separate Financial
Statements' 1s applicable for financial years commencing on or after 1 July 2008 These amendments make
a number of changes to the method of accounting for business combinations, including a requirement to
expense acquisition costs and to measure contingent consideration at far value at the acquisition date, and
then record subsequent changes to the estimate in the income statement The impact of adoption will only be
on future acquisitions of the Group

IAS 1 (revised) 'Presentation of financial statements' 1s applicable for financial years commencing on or after
1 January 2009 This amendment requires information in financial statements to be aggregated on the basis
of shared charactenistics and introduces a statement of comprehensive income Preparers will have the
option of presenting items of iIncome and expense and components of other comprehensive iIncome either in
a single statement of comprehenstve income with subtotals, or In two separate statements (a separate
income statement followed by a statement of comprehensive Income) The impact of adoption of this
standard 1s still being assessed in detall by management
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1 Accounting policies (continued)

Standards, amendments and interpretations to existing standards that are not yet effective and have
not been early adopted by the Group (continued)

IFRIC 16 'Hedges of a net investment in a foreign operation' 1s applicable for financial years commencing on
or after 1 July 2009 IFRIC 16 provides guidance on identifying the foreign currency nisks that qualify as a
hedged nisk In the hedge of a net investment in a foreign operation, where, within a group, hedging
instruments that are hedges of a net investment in a foreign operation can be held to qualify for hedge
accounting, and how an entity should determine the amounts to be reclassified fram equity to profit or loss
for both the hedging instrument and the hedged item The impact of adoption of this standard 1s still being
assessed in detall by management

IFRS 5 (amendment), ‘Non-current assets held for sale and discontinued operations’ 1s applicable for
financial years commencing on or after 1 January 2009 The amendment s part of the IASB’s annual
improvements project published in Apnl 2009 The amendment provides clanfication that IFRS 5 specifies
the disclosures required in respect of non-current assets (or disposal groups) classified as held for sale or
discontinued operations It also clanfies that the general requirement of IAS 1 still apply, particularly
paragraph 15 (to achieve a farr presentation) and paragraph 125 (sources of estmation uncertainty) of IAS 1
The impact of adoption of this standard 1s still being assessed in detall by management

IAS 1 (amendment), ‘Presentation of financial statements' 15 apphcable for financial years commencing on or
after 1 January 2009 The amendment is part of the IASB’s annual improvements project published in Apnil
2009 The amendment provides clanfication that the potential settlement of a liability by the 1ssue of equity 1s
not relevant to its classification as current or non current By amending the definition of a current hability, the
amendment permits a liability to be classified as non-current (provided that the entity has an unconditional
night to defer settlement by transfer of cash or other assets for at least 12 months after the accounting
penod) notwithstanding the fact that the entity could be required by the counterparty to settle in shares at any
time The impact of adoption of this standard is still being assessed in detail by management

IFRS 2 (amendments), 'Group cash-settled share-based payment transaction’ 1s applicable for financial
years commencing on or after 1 January 2009 In addition to incorporating IFRIC 8, 'Scope of IFRS 2', and
IFRIC 11, 'IFRS 2 - Group and treasury share transactions’, the amendments expand on the guidance Iin
IFRIC 11 to address the classification of group arrangements that were not covered by that interpretation
The impact of adoption of this standard 1s stll being assessed in detall by management

The following amendments to standards and interpretations are unlkely to have a material impact on the
Group's results, assets or llabilities or are not relevant

IFRIC 15 'Agreements for the construction of real estate’ IFRIC 16 'Hedges of a net investment in a foreign
operation'

IFRIC 17, 'Distribution of non-cash assets to owners’
IFRIC 18, 'Transfers of assets from customers'
IFRIC 19, 'Extinguishing Financial Liabiities with Equity Instruments'

58 Safestore Holdings plc Annual Report & Financial Statements




Notes to the financial statements for the year ended 31 October 2009

(continued)

2 Segmental analysis

The Group's revenue, (loss)/profit before iIncome tax and net assets are attributable to one activity, the
provision of self storage accommodation and retated services Segmental information 1s presented in respect

of the Group's geographical segment This
structure

The operating profits, assets and liabiities

Is based on the Group's management and internal reporting

include tems directly atinbutable to a segment as well as those

that can be allocated on a reasonable basis Unallocated items principally comprise interest beanng loans

and deferred taxation

UK France Group
Year ended 31 October 2009 £'000 £'000 £'000
Continuing operations
Revenue 63,017 21,416 84,433
Operating profit before loss on investment 32,325 14,894 47,219
properties
{Loss)/profit on investment properties (46,505) 4895 (41,610)
Operating {loss)/profit (14,180) 19,789 5,609
Finance expense (18,650) (3.328) (21,978)
finance Income 173 171 344
Recycling of foreign exchange gains 6,607 - 6,607
{Loss)/profit before tax (26,050) 16,632 (9,418)
Income tax credit 9,153
Loss for the year (265)
Segment assets 615,337 158,094 773,431
Unallocated assets
- tax asset 11,449
Total assets 784,880
Segment liabitities {95,290) (22,353} (117,643)

Unallocated liabilities

- group borrowings (298,385)
- tax habilities {120,257}
Total labilities {536,285}
Net assets 248,585
Other segment items:

Capital expenditure

- development properties (note 10) {9,706) (1,568) (11,274)
- property, plant and equipment (note 11) (180) (35) {215)
Depreciation (note 5) (150) (18) {168)
Impairment of trade receivables (note 14) (308) (55) {363)

There were no inter-segment transfers or transactions entered into during the years ended 31 October 2008

and 31 October 2008
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2 Segmental analysis (continued)
UK France Group

Year ended 31 Qctober 2008 £'000 £'000 £'000
Continuing operations
Revenue 65,723 17,152 82,875
Operating profit before loss on investment 35,486 9,516 45,002
properties
{Loss)/profit on investment properties (17,061) 8,748 (8,313)
Operating profit 18,425 18,264 36,689
Finance expense (20,809} {1,780} (22,589)
Finance income 783 44 827
{Loss}/profit before tax (1,601) 16,528 14,927
Income tax expense (2,414)
Profit for the year 12,513
Segment assets 645,420 126,391 771,811
Unallocated assets
- derivatives 190
- tax asset 5,495
Total assels 777,496
Segment habihties (96,678) (22,355) (119,033)
Unallocated liabiihes
- group borrowings (279,567)
- tax llabilities (123,070)
Total liabilities (621,670)
Net assets 255,826
Other segment items:
Capital expenditure
- development properties (note 10) (17,984) (3,464) (21,448)
- property, plant and equipment {note 11) (358) - (358)
Depreciation (note 5) (125) {(18) (143)
Impairment of trade receivables (note 14) (230) {494) (724)
3 Finance income and costs

2009 2008

£'000 £'000
Finance costs:
Interest payable on bank loans and overdraft (14,896) (16,683)
Amortisation of debt 1Issue costs on bank loan (note 18) {1,468) (830)
Interest payable on other loans (17) (53)
Interest on obligations under finance leases (6,314) (6,691)
Capitatised mterest 717 1,670
Total finance cost (21,978) (22,589)
Finance income:
Interest receivable from bank deposits 344 827
Exceptional item recycled foreign currency translation gains from 6,607 -
the translation reserve {(note 25)
Net finance costs (15,027) (21,762)

Interest has been capitalised at an average rate of 3 5% (2008 6 5%) for the year

The exceptional item of £6 6m within finance income arnises In respect of recycled foreign currency
translation gains from the translation reserve which are now realised (see note 25)

4 Exceptional items

The exceptional items comprise £1,754,000 income ansing from the commutation of an insurance policy
related to the 2005 Access France acquisition and a gain of £292,000 on the sale of a development property
in France
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5 Operating profit
The following items have been charged in arriving at operating profit
2009 2008
£'000 £'000
Staff costs (see note 28) 14,581 14,069
Inventones
- cost of inventories recognised as an expense (included in cost of 1,173 1,115
sales) (note 13)
Depreciation on property, plant and equipment
- Owned assets (note 11) 168 143
Loss on investment properties (note 10) 41,610 8,313
Rentals under operating leases - Plant and machinery 72 69
Repairs and maintenance expenditure on Investment properties 1,249 1,666
Trade recervables impairment (note 14) 363 724

6 Fees paid to auditors

During the year, the Group (including its overseas subsidiaries) obtained the following services from the
Group's auditor at costs detailled below

2009 2008
£'000 £'000
Audit services
Fees payable to Company's auditor for the audit of the parent Company
and consolidated financial statements 40 40
Fees for other services
Fees payable to Company's auditor for the audit of the Company's 139 114
substdianes pursuant to legislation
Fees payable to Company’s auditor for other services pursuant to 32 32
legisiation
Statutory audit for overseas entities 37 25
Tax comphance 14 38
REIT conversion project - 80
Total 262 329
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7 Income tax (credit)/expense
Analysis of tax credit/{expense) in the year
2009 2008
£'000 £'000
Current tax
UK Corporation tax charge (15) (24)
Deferred tax (note 22)
- Current year, including exceptional credit of 11,060  (3,609)
£5,524,000 (2008 £ml)
-Adjustment in respect of prior year (1,882) 1,219
Tax credit/{expense) 9,153 (2,414)

Reconciliation of income tax credit/{expense)

The tax on the Group's (loss)/profit before tax differs from the theoretical amount that would arise using the
weighted average tax rate applicable to (losses)/profits of the consolidated entities as follows

2009 2008

£'000 £'000
{Loss)/profit before tax (9,418) 14,927
Tax calculated at domestic tax rates applicable in the UK 28% (2008 {2,637) 4,303
28 83%)
Effect of
Expenses not deductible for tax purposes 83 82
Income not assessable for tax purposes (1.850) -
indexation on property revaluation (280) {475)
Utiisation of French tax losses not previously recognised {1,703) {1,025)
Recognition of French tax losses previously unprovided (5,624) -
Difference from overseas tax rates 876 748
Adjustments in respect of prior years 1,882 (1,219}
Tax (credit)/expense (9,1563) 2,414

The exceptional tax credit of £5,524,000 anses on the recognition of previously unprovided French tax losses
of €18 5m

8 Dividends per share

The dividend pard in 2009 was £8,717,000 (4 65p per share) (2008 £8,717,000 (4 65p per share}) A
dividend in respect of the year ended 31 October 2009 of 3 Op (2008 3 Op} per share, amounting to a
dividend payment of £5,624,000 (2008 £5,624,000), I1s to be proposed at the Annual General Meeting on 24
March 2010 The ex-dividend date will be 3 March 2010 and the record date 5 March 2010, with an intended
payment date of 1 April 2010 The final dividend has not been included as a liability at 31 October 2009
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9 {Loss)/earnings per share

Basic earnings per share 1s calculated by dividing the (loss)/profit attrnibutable to equity holders of the
Company by the weighted average number of ordinary shares in 1ssue dunng the year excluding ordinary
shares held as treasury shares Diluted earnings per share 1s calculated by adjusting the wetghted average
numbers of ordinary shares to assume conversion of all dilutive potential shares The company has one
category of dilutive potential ordinary shares, share options For the share options, a calculation 1s done to
determine the number of shares that could have been acquired at far value (determined as the average
annual market price of the company’s shares) based on the monetary value of the subscription nights
attached to the outstanding share options The number of shares calculated as above is compared with the
number of shares that would have been issued assuming the exercise of the share options

Year ended Year ended
31 October 2009 31 October 2008
Loss Shares Pence Earnings Shares Pence
£m__ million per share £m__ million pershare
Basic (0 26) 187 48 (0 14) 12 51 187 38 668
Dilutive securties 176 -
Diluted (0 26) 189 24 {0 14) 12 51 187 38 6 68

As the Basic EPS in the current year I1s a loss per share, the above adjustments would not be dilutive

Adjusted earnings per share

Adjusted earnings per share represents profit after tax adjusted for the loss on investment properties,
excephional items and the associated tax thereon The directors consider that these alternative measures
provide useful infermation on the performance of the Group

Year ended Year ended
31 October 2009 31 October 2008
{Loss)/ Shares Pence Earnings/ Shares Pence
earnings (loss)
£m _ million per share Em million per share
Basic (0 26) 187 48 (0 14) 1251 18738 6 68
Adjustments
Loss on investment properties 41 61 - 2219 831 - 444
Exceptional items (2 05) - (110) - - -
Recycling of foreign exchange (6 61) - (352) - - -
gains
Tax on adjustments (9 30) - (4 95) {2 40) - {128)
Exceptional tax credit (5 52) - (2 95) - - -
Adjusted 17 87 187 48 953 1842 187 38 984

Loss on investment properties includes depreciation on leasehold properties of £5 3 million (2008 £4 0
mtllton) and the related tax thereon of £1 5 million (2008 £1 1 million) As an industry standard measure,
EPRA earnings are presented EPRA earnings, of £14 1 million (2008 £15 6 milion) and EPRA earnings per
share of 7 52 pence (2008 8 32 pence) are calculated after further adjusting for these items

10 Investment properties, development properties and interests in leasehold properties
Investment  Interests in Total Development
property leasehold investment properties
properties properties
£'000 £'000 £000 £'000
As at 1 November 2008 637,656 75,218 712,874 31,483
Additions 2,873 N 3,244 11,274
Reclassifications 29,404 - 29,404 (29,404)
Revaluations (36,284) - (36,284) -
Depreciation - (5,328) {5,326}
Disposals - - - (1.273)
Exchange movements 13,129 1,691 14,820 561
As at 31 October 2009 646,778 71,954 718,732 12,641
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10 Investment properties, development properties and interests in leasehold properties
{continued)
Investment Interests in Total Development
property leasehold investment properties
properties properties
£°000 £'000 £'000 £000
As at 1 November 2007 582,738 64,393 647,131 31,867
Additrons 28,103 13,335 41,438 21,448
Reclassifications 22,448 (1,029) 21,419 {22,448)
Revaluations {4,322) - (4,322) -
Depreciation - {3,991) (3,991)
Disposals (17} - {17) -
Exchange movements 8,706 2,510 11,216 616
As at 31 October 2008 637,656 75,218 712,874 31,483

The reclassification in the prior year represented the acquisition of the freehold of a leasehold property
Losses on investment properties comprise

2009 2008
£'000 £'000
Revaluations (36,284) (4,322)
Depreciation (6,328)  (3,991)

(41,610 (8.313)

Revaluation

Deemed on deemed
cost Valuation cost
£'000 £'000 £'000
Freehold stores
As at 1 November 2008 254,262 488,881 234,619
Movement in year 38,507 10,566 (27,941)
As at 31 October 2009 292 769 496 447 206,678
Leasehold stores
As at 1 November 2008 65,225 148,775 83,550
Movement in year 6,900 {1,444) {8,344)
As at 31 October 2009 72,125 147,331 75,206
All stores
As at 1 November 2008 319,487 637,656 318,169
Movement In year 45407 9,122 {36,285)
As at 31 October 2009 364,894 646,778 281,884

The valuation of £646 8 million excluded £1 million 1n respect of owner occupied property Rental income
earned from Investment properties for the years ended 31 October 2009 and 31 October 2008 were £73 Om
and £71 9m respectively

The freehold and leasehold investment properties have been valued as at 31 October 2009 by external
valuers, Cushman & Wakefield LLP ("C&W") The valuation has been carried out in accordance with the
RICS Valuation Standards published by The Royal Institution of Chartered Surveyors ("the Red Book") The
valuation of each of the investment properties has been prepared on the basis of market value as a fully
equipped operational entity, having regard to trading potential The valuation has been prowided for accounts
purposes and as such, 15 a regulated purpose valuation as defined in the Red Book In complance with the
disclosure requirements of the Red Book, C&W have confirmed that

» The members of the RICS who have been the signatones to the valuations provided to the Group for the
same purposes as this valuation have been so since October 2006

* C&W do not provide other significant professional or agency services to the Group

s Inrelation to the preceding financial year of C&W, the proportion of total fees payable by the Group to
the total fee income of the firm 1s less than 5%
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10 Investment properties, development properties and interests in leasehold properties
{continued)

= C&W have continuously been carrying out bi-annual valuations for accounts purposes on behalf of the
Group since October 2006

Market uncertainty

C&W's valuation report comments on valuation uncertainty resulting from exceptional volatility in the financial
markets and a lack of transactions in the property investment market C8&W note that although there were a
number of self storage transactions in 2007, the only significant transaction 1n 2008 was the sale of 51% In
Shurgard Europe which was announced in January 2008 and completed on 31 March 2008 There have
been no transactions in the current year C&W observe that in order to provide a rational opinien of value at
the present time 1t 1s necessary to assume that the property market will continue to trade \n an orderly
fashion They have assumed that the self storage sector will centinue to perform in a way not greatly different
from that being anticipated prior to the 'credit crunch’, however they have reflected negative sentiment in
their capitalisation rates and they have reflected the current trading conditions in their cash flow projections
for each property C&W state that there 1s therefore greater uncertainty attached to their opinion of value
than would be anticipated during normal market conditions

Valuation method and assumptions

The valuation of the operational self storage facilities has been prepared having regard to trading potential
Cash flow projections have been prepared for all of the properties reflecting estimated absorption, revenue
growth and expense inflation A discounted cash flow method of valuation based on these cash flow
projections has been used to arrive at market value for these properties

C&W have adopted different approaches for the valuation of the leasehold and freehold assets as follows
Freehold (UK and France)

The valuation 1s based on a discounted cash flow of the net operating income over a ten year period and
notional sale of the asset at the end of the tenth year

Leasehold (UK)

The same methodology has been used as for freeholds, except that no sale of the assets in the tenth year 1s
assumed but the discounted cash flow 1s extended to the expiry of the lease

Leasehold (France)

In relation to the French commercial leases, C&W have valued the cash flow projections in perpetuity due to
the security of tenure arrangements In that market and the potential compensation arrangements in the event
of the landlord wishing to take possession The valuation treatment 1s therefore the same as for the freehold
properttes Our capitalisation rates on these stores reflect the risk of the landlord terminating the lease
arrangements

Prudent lotting

CA&W have assessed the value of each property individually However, with regard to recently opened stores
with negative or low short term cash flow, C&W have prepared therr valuation on the assumption that were
these properties to be brought to the market then they would be lotted or grouped for sale with other more
mature assets of a similar type owned by the Group in such a manner as would most Iikely be adopted in the
case of an actual sale of the interests valued This lotting assumption has been made in order to alleviate the
issue of low or negative short term cash flow C&W have not assumed that the entire portfolio of properties
owned by the Group would be sold as a stngle lot and the value for the whole portfolio in the context of a sale
as a single lot may differ significantly from the aggregate of the individual values for each property in the
portfolio, reflecting prudent lotting as descnbed above
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1 Property, plant and equipment

Owner Fixtures
occupied Motor and
buildings vehicles fittings Total
£'000 £000 £000 £'000
Cost
At 1 November 2008 1,000 324 831 2,155
Additions - - 215 215
Disposals - (52} - (52)
At 31 October 2009 1,000 272 1,046 2,318
Accumutated depreciation
At 1 November 2008 52 201 210 463
Charge for the year 13 21 134 168
Disposals - (52) - {52)
At 31 October 2009 65 170 344 579
Net book value
At 31 October 2009 035 102 702 1,739
At 31 October 2008 948 123 621 1,692
Owner Fixtures
occupled Motor and
builldings vehicles fittings Total
£'000 £'000 £'000 £'000
Cost
At 1 November 2007 1,000 244 562 1,806
Additions - 89 269 358
Disposals - (9) - (9)
At 31 October 2008 1,000 324 831 2,155
Accumulated depreciation
At 1 November 2007 39 166 134 329
Charge for the year 13 54 76 143
Disposals - {9) - (9)
At 31 October 2008 52 201 210 463
Net book value
At 31 October 2008 948 123 621 1,692
At 31 October 2007 961 88 428 1,477
12 Adjusted net assets per share
2009 2008
£'000 £'000
Analysts of net asset value
Basic and diluted net asset value 248,595 255,826
Adjustments Deferred tax on revaluation 118,070 123,070
Adjusted net asset value 367,665 378,896
Basic net assets per share (pence) 1326 136 5
Diluted net assets per share (pence) 1313 136 5
Adjusted net assets per share (pence) 196 1 202 1
Number Number
Shares In 1s5Ue 187,495,348 187,471,348
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12 Adjusted net assets per share {(continued)

Basic net assets per share are shareholders' funds divided by the number of shares at the year end Diluted
net assets per share are shareholders’ funds divided by the number of shares at the year end, adjusted for
dilutive share options Adjusted net assets per share excludes deferred tax on the revaluation uplift on
freehold and leasehold properties The EPRA net asset value, which further excludes far value adjustments
for debt and related denvatives net of tax, was £378 4 million (2008 £382 0 millon} giving EPRA net assets
per share of 201 8 pence (2008 204 0 pence) The directors consider that these alternative measures
provide useful information on the performance of the Group

13 Inventories
2009 2008
£'000 £'000
Finished goods and goods held for resale 341 328
Less provisions for impairment of inventories (113) (70)
228 258

The Group censumed £1,173,000 (2008 £1,115,000) of inventories dunng the year Inventory write downs
were £nil for both the financiat years ending 31 October 2009 and 31 October 2008

Inventories of £228,000 (2008 £258,000) are carried at fair value less costs to sell Provisions are made
against slow moving and obsolete stock lines where considered appropriate

14 Trade and other receivables
2009 2008
£'000 £'000
Current:
Trade receivables 7,013 5637
Less provision for impairment of receivables {1,026) (943)
Trade receivables - net 5,987 4694
Other recevables 1,993 1,450
Prepayments and accrued income 5759 6,656

13,739 12,800

Movements on the Group provision for impairment of trade receivables are as follows

2009 2008
£000 £'000
Provisions for doubtful debts against trade receivables-
At 1 November 943 865
Provision for receivables impairment 363 724
Receivables written off during the year as uncollechible (280) {646)
At 31 October 1,026 943

The creation and release of provision for impaired receivables have been included in 'cost of sales' in the
income statement

Trade receivables that are less than 28 days overdue are not considered impaired As of 31 October 2009,
trade receivables of £167,000 (2008 £107,000) were past due but not impaired These relate to a number of
customers for whom there i1s no recent history of default The ageing analysis of these trade receivables is as
follows

2009 2008
£'000 £'000
Up to 28 days overdue 167 107

The above balances are short-term (including other receivables) and therefore the difference between the
boek value and the fair value of the above receivables 1s not significant Consequently these have not been
discounted
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14 Trade and other receivables (continued)

As of 31 October 2008, trade recewvables of £1,026,000 (2008 £943,000} were impaired and provided for in
full There is no concentration of credit nsk with respect to trade receivables, as the Group has a large
number of customers

The carrying amounts of the Group's trade and other receivables are denominated in the following
currencies

2009 2008
£'000 £'000
UK pound 8,568 8,989
Euros 5171 3,811

13,739 12,800

15 Cash and cash equivalents
2009 2008
£'000 £'000
Cash at bank and in hand 26,352 11,143

The effective interest rate on short-term deposits for both financial years was 0 25% below monthly LIBOR
and these deposits have an average matunty of 1 day (2008 1 day)

Other financial assets compnise £nil {2008 £1,561,000) of deposits held in a solicitor's chent account As this
15 not readily available it 1s not classified as cash

16 Trade and other payables

2009 2008
£000 £'000
Current:
Trade payables 4,921 8,498
Other taxes and social security payable 532 657
Other payables 8,408 8,858
Accruals and deferred income 17,245 20,713
31,106 38,726
Non-current
Other payables 896 1,333

Current income tax of £nil (2008 £43,000} is included within the other payables of £8,408,000 (2008
£8,858,000) shown above

17 Current income tax habilities
2009 2008
£'000 £'000
Current income tax hability - 43
18 Financial habilities — bank borrowings
Current 2009 2008
£'000 £'000
Bank loans and overdrafts due within one year or on
demand:
Secured - bank loan' 4,000 4,000
Debt 1ssue costs (1,515) (960)
2,485 3,040
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18 Financial liabllities — bank borrowings |
2009 2008

Non-current £000 £'000

Bank loans:

Secured 296,874 278,000

Debt i1ssue costs (974) (1,473)

295,900 276,527

£274m of the Group's borrowings are denominated in Sterling and £26 9m are denominated in Euros (2008
All of the Group's borrowings were denominated in Sterling)

Finance costs of £2,489,000 (2008 £2,433,000) have been capitalised against bank loans and other
borrowings and are being amortised over the life of the banking and loan facilities during the year

'The bank loans and overdrafts are secured by a fixed charge over the Group's investment property portfolio
In July 2006, as part of the interest rate management strategy, the Group entered into one nterest rate swap
for a notional principal amount of £177,750,000 commencing in December 2006 and maturing i July 2011
Under this swap, the Group receives interest on a variable basis and pays interest at a rate of 5 21525% In
January 2009 as part of the interest rate management strategy the Group entered into an mnterest rate swap
for a notional principal amount of €24,000,000 commencing January 2009 and maturing in July 2011 Under
this swap, the Group receives interest on a variable basis and pays interest at a rate of 2 25%

The matunty profile of the carrying amount of the Group's non current habiliies at 31 October 2009 and 31
October 2008 was as follows

Bank Finance Total Bank Finance Total
loan leases 2009 loan leases 2008
£'000 £000 £000 £'000 £000 £'000
Expiring between 1-2 296,874 80 296,954 4,000 858 4,858
years
Expiring between 2-5 - 3,706 3,706 274,000 1,692 275,692
years
Expinng after 5 years - 57,867 57,867 - 62,058 62,058 |

296,874 61,653 358,527 278,000 64,608 342,608

Bank loans are stated before unamortised 1ssue costs of £2,489,000 (2008 £2,433,000) Bank loans are
repayable as follows

Group

2009 2008

£'000 £'000

In one year or less 4,000 4,000
Between one and fwo years 296,874 4,000
Between two and five years - 274,000
Bank loans 300,874 282,000
Unamortised tssue costs due within one year (1,515) (960)
Unamortised I1ssue costs due after one year (974) (1,473)
298,385 279,567
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18 Financial liabilities — bank borrowings {continued)
The effective interest rates at the balance sheet date were as follows
2009 2008
Bank loans monthly LIBOR plus 0 90% / monthly monthly 1IBOR plus
EURIBOR plus 1 75% 0 90%
Bank overdrafts n/a nfa

Borrowing facilities

The Group has the following undrawn committed borrowing faciities available at 31 October in respect of
which all conditions precedent had been met at that date

Floating rate

2009 2008
£000 £'000
Expinng beyond 1 year 46,875 19,700

19 Financial instruments

Numencal financial instruments disclosures are set out below Additional disclosures are set out in the
Financial Review on pages 11 to 18

2009 2008

Liability Liability

£'000 £000

Interest rate swaps - cash flow hedge 13,189 3,457
Currency swap 389 -

All financial instruments are current

In accordance with IAS39 'Financial Instruments recogmition and measurement’, the Group has reviewed all
contracts for embedded denvatives that are required to be separately accounted for if they do not meet
certain requirements set out in the standard No adjustments have been identified following this review

Net fair values of derivative financial instruments

The net fair values of derivative financial instruments designated for cash flow hedges at the balance sheet
date were

2009 2008

Liability Liability

£'000 £'000

Interest rate and currency swaps 10,784 2,390

Interest rate swap

The notional principal amount of the outstanding interest rate swap contracts at 31 October 2009 was
£170,250,000 and €24,000,000 (2008 £177,750,000 and €Nil) At 31 October 2009 the fixed interest rates
were Sterling at 5 21525% and Euro at 2 25% (2008 Sterling at 5 21525%) and floating rates are at monthly
LIBOR and monthly EURIBOR plus a margin The loss in the year has been recognised in the SORIE as
appropriate hedging documentation existed Both swaps expire in July 2011

Basis swap

At 31 October 2009, the Group had interest rate swap contracts outstanding for a notional principal amount
of £177,750,000 commencing 31 December 2008 The Group will receive one month LIBOR plus 32 basis
points every month and pay six month LIBOR bi-annually The Swap contracts expire on 31 December 2009

Foreign exchange swap

At 31 October 2009, the Group had a foreign currency swap contract outstanding for a notional principal
amount of €2,000,000 every six months commencing 1 November 2008 The Group will receive the sterling
equivalent of €2,000,000 at an exchange rate of 1 2575 and pay the sterling equivalent of the average
monthly spot rates for the six months The swap contract expires on 27 Qctober 2010
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19 Financial instruments (continued)
Fair values of non-derivative financial assets and financial liabilities

Where market values are not available, fair values of financial assets and financial labilittes have been
calculated by discounting expected future cash flows at prevailing interest rates and by applying year end
exchange rates The far values of bank loans and finance leases are calculated as

2008 2008 2009 2009

Book value Fair value Book value Fair value

£'000 £000 £000 £'000

Bank loans 279,567 279 567 298,385 308,809
Finance lease obligations 75,218 75218 71,954 105,600

The fair values of non-derivative financial assets and liabilities equal their book values

Financial instruments by category

Loans and Derivatives
Group receivables used for hedging Total
£000 £000 £'000
Assets as per balance sheet
Trade recervables and other receivables excluding 7,980 - 7,980
prepayments
Cash and cash equivalents 26,352 - 26,352
As at 31 October 2009 34,332 - 34,332
Derivatives Other financial
used for habilities at
Group hedging amortised cost Total
£000 £'000 £000
Liabilities as per balance sheet
Borrowings (excluding finance lease habilities) - 298,385 298,385
Finance lease labilities - 71,954 71,954
Denvative financial instruments 13,578 - 13,578
Trade payable and other payables - 32,002 32,002
As at 31 October 2009 13,678 402,341 415919
Loans and Derivatives
Group receivables used for hedging Total
£'000 £'000 £'000
Assets as per balance sheet
Other financial assets 1,561 - 1,561
Denvative financial mstruments - 190 190
Trade recevables and other receivables excluding 6,144 - 6,144
prepayments
Cash and ¢ash equivalents 11,143 - 11,143
As at 31 October 2008 18,848 190 19,038
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19 Financial instruments {continued} (continued)
Derivatives Other financial
used for liabilities at
Group hedging amortised cost Total
£000 £'000 £'000

Liabilities as per balance sheet
Borrowings (excluding finance lease habilittes)
Finance lease liabilities

- 279,567 279,567
- 75,218 75,218
3,647

Derwative financial instruments - 3,647
Trade payable and other payables - 40,059 40,059
As at 31 October 2008 3,647 394,844 398,491
20 Obligations under finance leases
Present value of
Minimum lease payments minimum lease
payments
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Within one year 10,890 10,945 10,301 10,610
Within two to five years 36,856 37,496 29,384 29,853
Greater than five years 66,057 73,179 32,269 34,755
113,803 121,620 71,8954 75,218
Less future finance charges on finance {41,849} (46,402) - -
leases
Present value of finance lease obligations 71,954 75,218 71,954 75,218
All lease obligations are denomnated in steriing
2009 2008
£'000 £'000

Current
Non-current

10,301 10,610
61,653 64,608

71,954 75,218

21 Provisions

Dilapidations provision
£'000
At 1 November 2008 and 31 October 2009 109

Provisions have been analysed between current and non-current as follows
2009 2008
£'000 £'000
Current - -
Non-current 109 109
109 109

Dilapidation provision

The provision relates to anticipated future costs at two stores that are expected to be incurred between 1-3

years (2008 1-3 years)
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22 Deferred income tax

Deferred tax 1s calculated in full on temporary differences under the liability method using a tax rate of 28%
(2008 28%) for the UK and 33 3% (2008 33 3%} for France The movement on the deferred tax account is
as shown below

The gross movement on the deferred income tax account 1s as follows

2009 2008

£'000 £'000
At 1 November 117,675 115,642
Profit and loss {credit)/charge (note 7) {9,168) 2,390
Released to equity {1,727) {1,812)
Exchange differences 2,128 1,355
At 31 October 108,808 117,575

At 31 October 2009, the Group had capital losses of £2 6 million (2008 £2 6 million)

Deferred tax assets have been recogmsed in respect of tax losses and other temporary differences giving
nse to deferred tax assets where 1t 1s considered probable that these assets will be recovered in the
foreseeable future At 31 October 2009, the Group has unrecognised tax losses of £nil (2008 £15 9m)

The movements in deferred tax assets and liabilities (prior to the offsetting of balances within the same
Jurisdiction as permitted by I1AS12) duning the year are shown below

Deferred tax assets and liabilities are only offset where there 1s a legally enforceable nght of offset and there
IS an intentton to settle the balances net

Revaluation of Other
investment Interest timing
properties swap differences Total
Deferred tax liability £000 £000 £000 £'000
At 1 November 2007 121,357 745 1,947 124,049
Reclassifications - {745) - {745)
Released to profit and loss (1,355) - {650) (2,005)
account
Exchange differences 1,771 - - 1,771
At 31 October 2008 121,773 - 1,297 123,070
At 1 November 2008 121,773 - 1,297 123,070
Reclassifications (215) - 215 -
Released to profit and loss (4,964) - (325) {5,289)
account
Exchange differences 2,476 - - 2,476
At 31 October 2009 119,070 - 1,187 120,257
Tax losses interest swap Total
Deferred tax asset £'000 £'000 £'000
At 1 November 2007 8,407 - 8,407
Reclassifications - (745) (745)
Charged to profit and loss account (4,395) - {4,395)
Released to equity - 1,812 1,812
Exchange differences 416 - 4186
At 31 October 2008 4,428 1,067 5,495
At 1 November 2008 4428 1,067 5,495
Released to profit and loss account 3,879 - 3,879
Released to equity - 1,727 1,727
Exchange differences 348 - 348
At 31 October 2009 8,655 2,794 11,449

The deferred tax hability due after more than one year 1s £120 3 million {2008 £123 1 million)
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23 Called up share capital

2009 2008
£'000 £'000
Authonsed
315,000,000 {2008 300,000,000) ordinary shares of 1 p each 3,150 3,000
Called up, allotted and fully paid
188,135,088 (2008 188,135,088) ordinary shares of 1p each 1,881 1,881

Ordinary shares
The holders of the ordinary shares shall be entitled to one vote for each ordinary share

Following the passing of the resolution at the AGM on 26 March 2009, the authonsed share capital was
increased by £150,000 to £3,150,000 by the creation of 15,000,000 ordinary shares of 1p each The revised
authonsed number of shares 1s 315,000,000

In the prior year, the Company allotted 1,051,755 ordinary shares of 1p each at par to the Safestore
Employee Benefit Trust in satisfaction of awards under the Group's Long Term Incentive Plan The
Employee Benefit Trust retains 639,740 (2008 663,740) ordinary shares in respect of matching share
awards which vest on 31 January 2011 if average performance critena are achieved over the three year
vesting period This represents 0 35% of the total issued share capital of the Company

Safestore Holdings plc Sharesave Scheme

The fair value of the options was assessed by an independent actuary using a Black-Scholes model based
on the assumptions set out in the table below

9 August 9 August 9 August 14 August 14 August

2007 2007 2007 2008 2008

Grant date (UK 3 years) (UK 5 {France 4 (UK 3 years) (UK5

years)/ years) years)

(France}

Number of options 211,079 150,369 27,217 130,350 136,955
granted

Share price at grant date 186p 186p 186p 141p 141p

Exercise price 147p 147p 176 5p 118 4p 118 4p

Risk free rate of interest 5 50%pa 5 40%pa 5 44%pa 450%pa 4 55%pa

Expected volatility 35%pa 35%pa 35%pa 40%pa 40%pa

Expected dividend yield 2 40%pa 2 40%pa 2 40%pa 3 0%pa 3 0%pa

Expected term to 3 years 5 years 4 years 3 years 5 years
exercise

Value per option 66p 74p 59p 47p 53p
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23 Called up share capital (continued)

Safestore 2009 Performance Share Plan

The fair values of the awards were assessed by an independent actuary using a Monte-Carlo model based
on the assumptions set out in the table below In determining an appropnate assumption for expected future
volatility, the historical volatility of the share price of Safestore Holdings plc has been considered and, as the
Company only listed relatively recently, the historical volatility of a comparator company, Big Yellow Group

plc, has also been considered

27 March 27 March 27 March

2009 2009 2009

Grant date (PBT-EPS {TSR Part) {Special
Part}) awards)

Number of options granted 1,732,816 866,408 100,000
Share price at grant date 56 6p 56 5p 56 5p
Exercise price Op Op Op
Risk free rate of interest nfa% 2 2%pa n/a
Expected volatility n/a 50%pa n/a
Expected term to exercise n/a 3 Syears n/a
Value per option 56 50p 40p 56 5p

At 31 October 2009, options over 269,695 ordinary shares were outstanding under the Sharesave scheme

In addition, 2,699,224 awards were granted under the Safestore 2009 Performance Share Plan on 27 March

2009 Of these 103,539 share option awards have lapsed and 2,595,685 awards remained unvested at the
end of the accounting year The outstanding share option awards represent 1 38% of the 1ssued share

capital of the company

Details of the awards outstanding under all of the Group's share schemes over the accounting years are set

out below
At1 At 31
Date of grant November Granted Exercised/ Forfeits October Exercise Expiry
2007 vested 2008 price date
Safestore Holdings plc Sharesave Scheme
9/8/2007 211,079 - - 118,784 92,295 147p  9/2/2011
9/8/2007 27,217 - - - 27,217 176 5p  9/2/2012
9/8/2007 150,369 - - 114,727 35,642 147p  9/2/2013
14/8/2008 - 130,350 - - 130,350 118 4p 14/2/2012
14/8/2008 - 136,955 - - 136,955 118 4p 14/2/2014
388,665 267,305 - 233,5M 422,459
Date of grant At1 Granted Exercised/ Lapses At 31 Exercise Expiry
November vested October price date
2008 2009
Safestore Holdings plc Sharesave Scheme
9/8/2007 92,295 - - 48,591 43,704 147p  9/2/2011
9/8/2007 27,217 - - 19,794 7,423 176 5p  9/2/2012
9/8/2007 35,642 - - 8019 27,623 147p  9/2/2013
14/8/2008 130,350 - - 31,276 99,074 118 4p 14/2/2012
14/8/2008 136,955 - - 45,084 91,871 118 4p 14/2/2014
422,459 - 152,764 269,695
Safestore 2009 Performance Share Plan
27/3/2009 - 2,699,224 - 103,539 2,595,685 00p 27/3/2013
- 2,699,224 - 103,539 2,595,685
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24 Retained earnings

£000
Balance at 1 November 2007 215,594
Profit for the year 12,513
Dwidend payment (note 8) (8,717)
Long term incentive plan share awards’ 566
Own shares’ (7
Balance at 1 November 2008 219,949
Loss for the year (265)
Dwvidend payment (note 8) (8,717)
Employee share options 613
Balance at 31 October 2009 211,580

Included within retained earnings are treasury shares with a nominal value of £6,397 (2008 £6,637)

'The prior year comparatives for ‘Long term incentive plan share awards’ and ‘Own shares' have been
restated by £967,000 to reflect the cost of treasury share on 1ssue This has no effect on retained earnings at
1 November 2008

25 Statement of changes in shareholders' equity
Share Share Translation Hedge Retained
capital premium reserve reserve  earnings Total
£'000 £'000 £'000 £'000 £'000 £'000

Balance at 1 November 2007 1,871 28,410 152 1,916 215,594 247,943
Profit for the year - - - - 12,513 12,513
Dividends (note 8) - - - - (8,717) (8,717)
Exchange differences on - - 8,240 - - 8,240

translation of foreign operations

Long term incentive plan share 10 - - - 566 576
awards'

Own shares' - - - - (7) (7)
Adjustment in respect of share - (61) - - - (61)
Issue

Cash flow hedge - - - {4,661) - {4,661)
Balance at 1 November 2008 1,881 28,349 8,392 (2,745) 219,949 255,826

Loss for the year - - (265) (265)
Dividends (note 8) - - - - (8,717) (8,717)
Exchange differences on - - 12,128 - - 12128
translation of foreign operations

Employee share options - - - - 613 613
Recycling of balances in the - - (6,607) - - (6,607)
translation reserve to finance

income In the iIncome statement

{note 3)

Cash flow hedge - - - {4,383) - {4,383)
Balance at 31 October 2009 1,881 28,349 13,913 {7,128) 211,580 248,595

The translation reserve of £13,913,000 (2008 £8,392,000) comprises all foreign exchange differences
ansing from the translation of the financial statements of foreign operations The hedge reserve of
£(7,128,000) compnses the unrealised elements of denvative financial statements recognised in eguity

'"The pnior year comparatives for ‘Long term incentive plan share awards’ and 'Own shares' have been
restated by £967,000 to reflect the cost of treasury share on 1ssue This has no effect on retained earnings at
1 November 2008
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26 Cash flow from operating activities

Reconciliation of operating profit to net cash inflow from operating activities

2009 2008
Cash generated from continuing operations £000 £'000
{Loss)/profit before income tax (9,418) 14,927
Loss on investment properties 41,610 8,313
Depreciation 168 143
Gain on non-current assets (292) -
Finance income (6,951) (827)
Finance expense 21,978 22,589
Employee share opttons 613 -
Changes in working capital
Decrease/{(increase) In Inventories 30 (6)
(Increase)decrease in trade and other receivables (1,132} 279
{Decrease)/increase In trade and other payables (1,258) 200
Decrease In provisions - (21}
Cash generated from continuing operations 45348 45,597
27 Analysis of movement in net debt
2008 Cash flows Non cash 2009
£'000 £'000 movements £'000
£'000
Cash in hand 11,143 14,733 476 26,352
11,143 14,733 476 26,352
Debt due within 1 year (3,040) 4,000 {3,445) (2,485)
Debt due after 1 year (276,627) {21,465) 2,092 (295,5900)
Total net debt excluding finance leases (268,424) (2,732) (877} (272,033)
Finance leases due within 1 year {(10,610) 5,326 {5,017} (10,301)
Finance leases due after 1 year {64,608) - 2955 (61,653)
Total finance leases (75,218) 5,326 (2,062} (71,954)
Total net debt (343,642) 2,594 {2,939) (343,987)

Non-cash movements relate to reclassification of non-current debt to current debt, amortisation of debt 1ssue
costs, foreign exchange movements, new finance leases and unwinding of discount
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28 Employees and directors
2009 2008
Staff costs (including Directors) for the Group during the year £'000 £'000
Wages and salaries 11,818 11,665
Social secunty costs 1,777 1,783
Other pension costs 373 343
Share based payments 613 278
14,581 14,069

During the period ended 31 October 2009 the Company’s equity-settled share-based payment arrangements
comprised the Safestore Holdings plc Sharesave Scheme and the Safestore 2009 Performance Share Plan
New awards were only granted under the Safestore 2009 Performance Share Plan during the year The
number of awards made under each scheme are detailed in note 23 No options have been medified since

grant under any of the schemes

Average monthly number of people (including executive directors) 2009 2008
employed Number  Number
Sales 420 435
Administration 66 59
486 494

2009 2008

Key management compensation

£'000 £'000

Wages and salaries
Social security costs
Post-employment benefits
Share hased payments

2,185 1,980

351 369
122 155
594

3,252 2,504

The key management figures given above include directors

Directors 2009 2008
£'000 £000
Aggregate emoluments 948 773
Company contributions paid to money purchase pension schemes 69 71
1,017 844

There were two directors (2008 two) accruing benefits under a money purchase scheme

Fees of £25,000 (2008 £25,000) were paid to Bridgepoint Capital Limited for the services provided during
the year by Vincent Gwilliam and Alan Lewis

Remuneration of highest paid director. 2009 2008
£'000 £'000

Aggregate emoluments 444 366
Company contributions paid to money purchase pension scheme 41 41
485 407
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29 Retirement benefit obligations

As part of the acquisition of Mentmore plc in June 2004, the acquired Group had a defined benefit scheme in
the UK which offered both pensions in retirement and death benefits to members The defined benefit
scheme has had no active members since March 2004 From 1 April 2007, the Group ceased paying
contnbutions to the Scheme and the Scheme commenced winding-up with effect from 1 November 2007

Defined benefit scheme

A full actuarial valuation was carrnied out at 31 October 2009 by a qualified independent actuary All habilities
were transferred to Legal & General in June 2008 The principal assumptions used by the actuary were (In
absolute terms) as follows

2009 2008
Rate of increase in salaries - -
Rate of increase in pensions in payment - -
Discount rate - -
Inflation assumgtion - -

The assumptions used by the actuary are best estimates chosen from a range of possible actuarial
assumptions which, due to the timescale covered, may not necessarily be borne out in practice

The amounts recognised in the consolidated balance sheet are determined as follows

2009 2008

£'000 £'000
Present value of funded obligations - -
Fair value of plan assets - {80)
Unrecognised surplus - 80
Net pension asset - -
The major categories of plan assets as a percentage of total plan assets are as follows

2009 2008

% Yo

Bonds - 100
The amounts recagrised in the consolidated iIncome staterment are as follows

2009 2008

£'000 £'000
Interest cost - 8
Expected return on pfan assets 21 {15)
Settlements and curtallments - 64
Total included within staff costs 21 57
Changes in the present value of the defined benefit obligation are as follows

2009 2008

£'000 £'000
Present value of obligation, 1 November - 329
Interest cost - 8
Benefits paid - (392)
Actuanial gains recognised in the year - (9)
Settlements and curtatiments - 64

Present value of the obligation, 31 October - -
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29 Retirement benefit obligations (continued)
Changes in the fair value of the plan assets are as follows
2009 2008
£'000 £000
Farr value of plan assets, 1 November a0 476
Expected return on plan assets (21) 15
Contributions by employer (69) -
Benefits paid - (392)
Actuarial losses on plan assets - (9)
Fair value of plan assets, 31 October - 90
2009 2008
Analysis of movement in the balance sheet £'000 £'000
At 1 November - -
Total interest expense as above - (7}
Settlements and curtaiiments - 64
Irrecoverable surplus - (87}
At 31 October - -
Cumuiative actuarial gains and losses recognised in 2009 2008
equity £'000 £000
At 1 November and 31 October - -
History of experience gains and losses 2009 2008 2007
Expenence adjustment ansing on scheme assets - (9) {78)
Amount (E'000)
% of plan assets - {10%) {(16%)
Experience adjustment arising on scheme labilities - {9) (38)
Amount (£'000)
% of plan labities - N/A {12%)
Present value of scheme liabilities (£'000) - - (329)
Fair value of scheme assets (£'000) - 80 476
Surplus (£'000) - 20 147
30 Operating lease commitments - minimum lease payments
Total commitments under non-cancellable operating leases
Vehicles, Vehicles,
plant and plant and
equipment equipment
2009 2008
£'000 £'000
Within one year 19 17
Later than one year and less than five - -
years
After five years - -
19 17

31 Contingent lhiabilities

As part of the Group banking, the Company has guaranteed the borrowings totaling £300 9 million (2008
£282 0 milon) of fellow Group undertakings by way of a charge over all of its property and assets There are
similar cross guarantees provided by the Group companies in respect of any bank borrowings which the
company may draw under a Group factity agreement The financial iability associated with this guarantee 1s
considered remote and therefore no provision has been recorded
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32 Capital commitments
The Group had £4 Om capital commitments as at 31 October 2009 (2008 £13 Om)
33 Related party transactions

The Group's shares are widely held with funds managed by Bndgepoint Capital (Nominees} Limited being
the majonty shareholder with a holding of 35% at 31 October 2009 (2008 35%) The ultimate parent
company of the Group 1s Safestore Heldings pic

During the year the following transactions were carned out with related parties

Bridgepoint Capital 2009 2008
£'000 £'000
Bridgepoint - director fees 25 25
The following amounts are outstanding, owing to Bndgepoint Capital Limited at 31 October
2009 2008
£000 £'000
Trade payables 2 2

34 Parent company

Safestore Holdings plc 1s a imited hability company incorporated in England and Wales and domiciled in the
United Kingdom It operates as the ultimate parent company of the Safestore Holdings pic Group
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Independent auditors’ report to the members of Safestore Holdings plc

We have audited the parent company financial staterments of Safestore Holdings pic for the year ended 31
October 2009 which comprise the Parent Company Balance sheet and the related notes The financial
reporting framewaork that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibibties set out on page 41, the directors are
responsible for the preparation of the parent company financial statements and for being satisfied that they
give a true and fair view Our responstbility 1s to audit the parent company financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Sections 495 to 497 of the Companies Act 2006 and for no other purpose We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands It may come save where expressly agreed by our prior consent in
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financia! statements sufficient
to give reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are approprate to
the parent company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements

Opinion on financial statements
In our opinion the parent company financial statements
e give a true and farr view of the state of the company's affairs as at 31 October 2008,

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

* have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Companies Act 2006
In our opinion

¢ the part of the Remuneration Report to be audited has been properly prepared in accordance with
the Companies Act 2006, and

+ the information given in the Directors’ Report for the financial year for which the parent company
financial statements are prepared 1s consistent with the parent company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you If, In cur opinion

* adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us, or

+ the parent company financial statements and the part of the Directors' Remuneration Report to be
audited are not in agreement with the accounting records and returns, or

» certain disclosures of directors’ remuneration specified by law are not made, or

« we have not received all the information and explanations we require for our audit
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Other matter

We have reported separately on the group financial statements of Safestore Holdings Plc for the year ended
31 October 2009

b e

Matthew Mullins {Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

29 January 2010
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Company balance sheet as at 31 October 2009

Note Company

2009 2008

£'000 £000
Fixed assets
Tangible fixed assets 5 63 92
Fixed asset investments 6 979 979

1,042 1,071
Current assets
Debtors amounts falling due within one year 7 103 142
Debtors amounts faling due after more than one year 7 41,956 42,062
Cash at bank and in hand 221 16

42,280 42,220

Creditors amounts falhing due within one year 8 (631) {612)
Net current assets 41,649 41,608
Total assets less current habilities 42 691 42 679
Net assets 42 691 42,679
Capital and reserves
Called up share capital 9 1,881 1,881
Share premium account 10 28,349 28,349
Profit and loss reserve 10 12,461 12,449
Total shareholders' funds 11 42,691 42 679

The Company financial statements on pages 84 to 88 were approved by the Board of Directors on 29
January 2010 and signed on its behalf by

RS- ,

RD Hodsden SW Willlams
Director Director
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Notes to the Company financial statements for the year ended 31
October 2009

1 Accounting policies and basis of preparation

The financial statements are prepared in accordance with applicable accounting standards in the UK and the
Companies Act 2006 The particular accounting polictes adopted are described below The financial
statements are prepared on a going concern basis under the historical cost convention

Although the Group consolidated accounts are prepared under IFRS, Safestore Holdings Plc's financial
statements presented in this section are prepared under UK GAAP

There have been no new accounting standards adopted dunng the year

Investments

Investments held as fixed assets are stated at cost less provision for impatrment 1n value
Tangible fixed assets

Fixtures and fitings are stated at historic purchase cost less accumulated depreciation Costs are all directly
attributable costs in bringing the asset into working condition for its intended use Depreciation has been
charged at the rate of 15% per annum on a straight line basis

Cash flow statement

The Company has taken advantage of the exemption given in FRS1 and has consequently not prepared a
cash flow statement

Deferred taxation

Deferred taxation 1s provided on timing differences, ansing from the different treatment for accounts and
taxation purposes of event and transactions recognised in the financial statements of the current and
previous years Deferred taxation 1s calculated at the rates at which it 1s estimated that taxation will anse

Deferred taxation i1s not provided in respect of tming differences arising from the sale or revaluation of fixed
assets unless, by the balance sheet date, a binding commitment to sell the asset has been entered into, and
it 1s uniikely that any gain will be rolled over

Deferred taxation assets are recognised to the extent that it 1s regarded as more likely than not that there will
be suitable taxable profits against which the deferred tax asset can be recovered in future years

Share based payments

Share-based incentives are provided to employees under the Company’s bonus share plan, performance
share plan and employee sharesave schemes The Company recognises a compensation cost in respect of
these schemes that is based on the far value of the awards, measured using Black-Scholes, Binemial and
Monte Carlo valuation methodologies For equity-settled schemes, the far value 1s determined at the date of
grant and I1s not subsequently re-measured unless the conditions on which the award was granted are
modified For cash-settled schemes, the fair value is determined at the date of grant and 1s re-measured at
each balance sheet date until the hability 1s settled Generally, the compensation cost 1s recognised on a
straight-line basis over the vesting period Adjustments are made to reflect expected and actual forfeitures
during the vesting penod due to the failure to satisfy service conditions or non-market performance
conditions

Profit and loss account

Interest Income 1s recognised using the effective interest method Dividend income 1s recognised when the
right to receive payment i1s established

Dividends

The annual final dvidend 1s not provided for until approved at the Annual General Meeting whilst interim
dividends are charged in the penod they are paid

2 Results of parent company

As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent Company
1s not presented as part of these financial statements The parent Company's profit for the financial year
amounted to £8,116,000 (2008 £19,465,000)
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Notes to the Company financial statements for the year ended 31
October 2009 (continued)

3 Directors’ emoluments
The directors’ emoluments are disclosed in note 28 of the Annual Report and Accounts of the Group
4 Operating profit

The Company does not have any employees {2008 none) Auditors' remuneration for the year ended 31
October 2009 was £10,000 (2008 £10,000) There were no non-audit services (2008 none) provided by the
auditors

5 Tangible fixed assets - fixtures and fittings

£'000
Cost
As at 31 October 2008 and at 31 October 2009 196
Accumulated depreciation
As at 1 November 2008 104
Charge for the year 29
At 31 October 2009 133
Net book amount
At 31 October 2009 63
At 31 October 2008 92
6 Fixed asset investments

£000

Cost and net book value
At 31 October 2008 and 31 October 2009 979

Investments in Group undertakings are stated at cost The directors consider that to give full particulars of all
subsidiary undertakings would lead to a statement of excessive length A list of principal subsidiary
undertakings 1s given below A full list of subsidiary undertakings at 31 October 2009 will be annexed to the
Company's next annual return The directors beheve that the carrying value of the investments 1s supported
by their underlying net assets

Interests in subsidiary undertakings
The Company has the following wholly owned subsidiaries, unless stated otherwise

Subsidiary Country of Principal activity Proportion Note
incorporation of ordinary

shares held
(%)

Safestore Group Limited England and Wales Holding company 100

Safestore Acquisition Limited England and Wales Holding company 100 1

Safestore Limited England and Wales Provision of self storage 100 2

Spaces Personal Storage Limited  England and Wales Holding company 100 2

Mentmore Limited England and Wales Holding company 100 3

Safestore Properties Limited England and Wales Holding company 100 4

Une Piéce En Plus SAS France Provision of self storage 100 5

Access Storage Holdings (France) Luxembourg Holding company 100 5

Sarl

Note

Safestore Acquisition Limited 1s a 100% subsidiary of Safestore Group Limited

Safestore Limited and Spaces Personal Storage Limited are both 100% subsidiaries of Safestore Acquisition
Limited

Mentmore Limited 1s a 100% subsidiary of Safestore Acquisition Limited
Safestore Properties Limited 1s a 100% subsidiary of Mentmore Limited

Une Piéce En Plus SAS and Access Storage Haldings (France) S ar | are both 100% subsidiaries of
Mentmore Limited
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Notes to the Company financial statements for the year ended 31

October 2009 (continued)

7 Debtors
2009 2008
£'000 £°000
Debtors (including £41,956 (2008 £42,062) due after 42,059 42,204

more than one year)

Concentration of credit nsk with respect to trade receivables is limited due to the Group's customer base
being large and unrelated Due to this, management believe there 1s no further credit nsk provision required
In excess of normal provision for doubtful receivables

8 Creditors: amounts falling due within one year
2009 2008
£000 £'000
Trade payables 53 72
Other taxes and social securty 286 286
Accruals and deferred income 292 254
631 612
9 Called up share capital
2009 2008
£000 £000
Authorised
315,000,000 (2008 300,000,000) ordinary shares of 1p each 3,150 3,000
Allotted and fully pad
188,135,088 (2008 188,135,088) ordinary shares of 1p 1,881 1,881
At 31 October 1,881 1,881

Ordinary shares

The holders of the ordinary shares shall be entitled to one vote for each ordinary share

Following the passtng of the resclution at the AGM on 26 March 2009, the authorised share capital was
increased by £150,000 to £3,150,000 by the creation of 15,000,000 ordinary shares of tp each The revised
authonsed number of shares 1s 315,000,000

For details of share options see note 23 1n the Group Financial Statements

10 Reserves
Share premium Profit and
account loss reserve
£000 £'000
At 1 November 2008 28,349 12,449
Profit for the year - 8,116
Employee share options - 613
Dividends paid - (8,717)
At 31 October 2009 28,349 12,461

For details of the dividend paid in the year see note 8 in the Group Financial Statements
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Notes to the Company financial statements for the year ended 31
October 2009 (continued)

1" Reconciliation of movements in shareholders’ funds

2009 2008

£'000 £'000
Profit for the year 8,116 19,465
Dividends paid (8,717) (8,717)
Long term incentive plan share awards* - 576
Employee share options 613 -
Own shares* - {(7)
Adjustment in respect of share 1ssue - (61)
At 1 November 2008/2007 42 679 31,423
At 31 October 2009/2008 42,691 42 679

* The prior year comparatives for ‘Long term incentive plan share awards' have been restated by £967,000 to
reflect the cost of treasury share on 1ssue This has no effect on retained earmings at 1 November 2008

12 Related party transactions

The Company has taken advantage of the exemption available under FRS8, 'Related Party Disclosures’ and
has not disclosed details of its transactions with related certain parties This exemption 1s available as the
transactions are with entites that are part of the same group and the consolidated accounts are publicly
available

13 Contingent liabilities
For details of contingent liabilities see note 31 in the Group Financial Statements
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Board

Richard Grainger, Non-Executive Chairman

Richard Grainger Joined the Board in February 2007 as a non-executive director and was appointed
Charrman in March 2008 After graduating from Oxford University, Richard qualified as a chartered
accountant at Price Waterhouse He started at Hill Samuel Bank Limited in 1987 and subsequently joined
Close Brothers Corporate Finance Limited (“CBCF"}) in 1996 In 2001, Richard was appointed Chief
Executive of CBCF having previously run the Leisure and Retaill team and founded Close Brothers Corporate
Finance's Corporate Restructuring Group He departed from CBCF as Chairman in June 2009 having also
been a member of the Management Board of Close Brothers Group plc for six years Richard 1s an
Associate Member of the Institute of Chartered Accountants in England and Wales

Stephen Williams, Chief Executive Officer

Stephen Willams joined the Group 1n June 2001 as Chief Operating Officer, following a penod as an external
consultant for the Company Steve was appointed to the position of Chief Executwe Officer in January 2002
He has over 30 years’ expenence In the retail Industry and management Steve was Operations Director at
Pet City between 1993 and 2000 and Operations Controller at Wickes from 1991 to 1993 Prior to this he had
an eighteen-year tenure at PayLess DIY, becoming their Operations Director

Richard Hodsden, Chief Financial Officer

Richard Hodsden joined the Group in August 2002 as Chief Financial Officer He previously held the position
of finance director at Globalvault plc, Securty Printing & Systems Limited and Lifestyle Upholstery Limited
He was also financial controller of Flextronics International Limited and financial controller of Parliamentary
and Secure Services, The Stationery Office Richard started his career at KPMG, where he qualified as a
chartered accountant in 1991 Richard 1s a Fellow of the Institute of Chartered Accountants in England and
Wales

Roger Carey, Non-Executive Director

Roger Carey joined the Board in February 2007 as a non-executive director He was a director of Slough
Estates pic from 1983 to 1996 and was chief executive of Saville Gordon Estates plc from 1997, feading a
management buyout in 2002 The company, renamed Industrious, was subsequently sold to Brixton plc in
2005 Roger was a non-executive director of TR Property Unit Trust from 1993 to 2002, and Mapeley Ltd
from 2005 to 2009 He 1s a Past President of the Briish Property Federation and a Fellow of The Royal
Institution of Chartered Surveyors

Adrnian Martin, Non-Executive Director

Adnan Martin joined the Board in September 2008 as a non-executive director and Chairman of the Audit
Committee Adnan i1s a Fellow of the Institute of Chartered Accountants in England and Wales Heis
currently a non-executive director of M&C Saatchi plc, Morgan Sindall pic, and Tenon Group plc Since 2001,
Adrian has been Hon Treasurer of the Disasters Emergency Committee, the UK national chanty that unites
humanitarian agenctes to provide emergency relief to major overseas disasters He 1s also a consultant to
the law firm Reynolds Porter Chamberlain LLP where he was previously chief executive He worked at BDO
Stoy Hayward for 30 years and was managing partner from 1991 to 2000 Adrian was a non-executive
director of Carphone Warehouse Group plc for 8 years until July 2008

Alan Lewis, Non-Executive Director

Alan Lewis joined the Board in June 2009 as a non-executive director Other corporate posttions include
being an advisory partner at Bnidgepoint Capital, a private equity provider and Non-Executive Chairman of
both Leeds Bradford International Airport Limited and Porterbrook, a train leasing business He 1s also on the
board of National Friendly, a mutual society involved with medical insurance and savings plans Alan is a
graduate of Liverpool University and an MBA from Manchester Business School

Keith Edelman, Non-Executive Director

Keith Edelman joined the Board in September 2009 as a non-executive director He 1s currently Chairman of
Metroracing Limited and NIRAH Holdings Limited and a Non-Executive Director of Beale Plc and Amnotts
Limited From 2000 to 2008, he was Managing Director of Arsenal Holdings Plc and was responsible for the
£435 million development and operation of the Emirates Stadium and the £350million residential
development at Highbury Square Prior to this, he was the chief executive of Storehouse Pic, managing
director of Carlton Communications Plc and corporate planning director of Ladbroke Plc Keith was
previously a non-executive director of Eurotunnel Pic and non-executive Chairman of Glenmorangie Public
Limited Company
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