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Sit Terry Farrell has kindly drawn the sketches below which feature throughout the report.
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Positive momentum

Caputal & Counties Properties PLC (Capco) s one of the
largest listed property investment and development
companies in central London. Our landmark estates held
durectly or through joint ventures are valued at £1.6 billion.
We aim to unlock the potential for significant value
through entreprencurtal asset management and deliver
superior and long-term returns to our shareholders. zo1o
was a transformational year for the Group following
listing. 2011 continued this positive momentum with
advantageous acquisttions, new lettings tn Covent Garden,
the submussion of planning applications for Earls Court
and securing resolution to grant plannming consent for
Seagrave Road. Capco arms to maintain this success

i the coming year. ,,

Ian Hawksworth
Chief Executive
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UNDERSTANDING OUR BUSINESS

ABOUT CAPCO

Postitive operating
and financial performance

A focus on prime central London

Dominant holdings concentrated in large estates

Active asset management and selective redevelopment potential
Rental resilience and capital value appreciation

A prudent capital structure

® @0 6 6

An experienced and incentivised management team

2011 HIGHLIGHTS

*Total property return *Total return *Total shareholder return

14.8% 12.7% 23.6%

Property valuation uplift
Netasset value pershare  on a like-for-like basis Loan to value (LTV)

166 pence 9.2% 290%

* Key performance indicators, for more information see page 13-

Find more information at
www.capitalandcounties.com




Property values

Assetsnapshot

Covent Garden £808m
Earls Courtand Qlympia £574m
Earls Court £195m
Olympia £121m
Seagrave Road £116m
Empress State Buillding* £103m
Other £39m
The Great Capital Partnership® £241m

*Capco's share

EarlsCourt  The Great Capital

Covent Garden and Olympia Partnership
Square feet (net) 834,000 1,760,000 683,000
Occupancy 97.5% N/A 81.9%
Passing rent £32 sm £7.2m’ £105m
EBITDA N/A £18.5m N/A

*Empress State Building (Capco share)
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UNDERSTANDING QUR BUSINESS

OPERATIONAL HIGHLIGHTS

A year of growth
and value creation

................... ! Planning applications for the Earls Court and West
Kensington Opportunity Area and Seagrave Road
schemes submuitted

Sir Terry Farrell’s
Masterplan launched
Burberry Brit
opens on King Street

The proposal & transform 77 acres

n Earls Court, including Seagrave
Road, into a vibrant, new London
neighbourhoad 15 uaveiled ot MIPIM
and lounched 1n London with community,

Outhne planning applications to transform the Earls Court site inta
four urban villages and a 21st Century High Street are submitted
1o the Londen Borough of Hammersmith & Fulham (LBHF] and

the Royal Borough of Kensington & Chelsea (RBXC) A detailed
planning opplication for the Seagrave Road site 1s also submutted

The first stondalone Burberry
! Bnt store in the UK begins to
estoblish Covent Garden's
King Street as a new
deshnation in lendon for

stakeholder, media and analyst briehngs contemparary luxury retosl lo LBHF
bt e e e eereneee e S ; :
January 2011 February March April May June July
........... e e ey - prepve—— .

Equuty 1ssue to fund acquisition of new
properties in Covent Garden

Planning consent granted
for Balthazar and the
London Film Museum

The Mayor
of London adopts
the London Plan

In the Mayor's

planning framework for
london Earls Court 15
dennfied os o stategic
opporiunity area

Following o successful equity 1ssue which raised

over £100 million, Capco ocquires Kings Court
{comprising five properties), addiionally 11 James Street
and 35 King Street are acquired These properties offer
short lerm asset management opportunities and mid-term
development potential

The Great Capital Partnership
sells 26-40 Kensington High Street

Covent Garden takes surrender of Pontr’s lease

i Westminster City Council
! resclves o grant plonming
i consent for the proposals to

Capco's share of these retall units

H which include TK Maxx, Wagarmama,
Urban Quthtters and Virgin Active totals
£31 25 million, 11 per cent ahead

of the December 2010 book value

.
[ SS— I

Capco gains control of 4,000 sq ft of prominent space
in the North Hall of the Market Building to make way for
two new retall brands and a new food concept

redevelop The Flower Cellars
n Covent Garden

beme cmmnce me maemae




Rugby Ralph Lauren opens

on King Street
Second round of
consultation on
the SPD

LBHF, RBKC and the
Grecter London Authonity
{GLA) cansult on the
preferred option of

the Supplementary
Planning Document

|SPD) for the Earls Court
and Waest Kensington
Qpportunity Area

- [EPRPRR - o

After o competitive bid for the space, Rughy,
onother UK first, launches on King Street
in Covent Garden

Fragrance house

New retailers and restaurants for
Covent Garden announced

Mankind sign leases for umits on King Street Jamie’s Union Jacks
will improve the restourant offering in the Market Bullding

Jo Mcalone and luxury denim lobel 7 for All

i
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August September Qctober November December January 2012 Febaruary

Resolution to grant for the
Seagrave Road scheme

As part of the planned enhancements to Olympia,
£20 million was nvested in the redevelopment

of the West Hall transforming it inlo o tworstorey,
87,000 sq ft exhibition facility and making the
infernal space eosier lo access and more flexible
for exhibitors
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Joint venture with the Kwok Family
Interests announced

The proposals for the Seagrave Road site receve a boost
with a conchtional 50 50 joint venture with the "Kwok Family
Interests’ — major shareholders of Sun Hung Kai Properties
Limited, one of the largest and most reputable real estate
companies in Hong Kong

The proposal to create BOB new
homes based around an 8tm long
garden square 1s endorsed by LBHF

T
'
H
'

Launch of Covent
Garden Living

New residential brand
Coven! Garden Living
{aunches with The Henrelto,
delivering 4 high-spec
apartments situated on the
tistoric Piazza bringing the
disinet back fo 1ts roots as
London'’s onginal high-end
nesghbourhood

I T Rt
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DERSTANDING QUR BUSINESS

OUR PORTFOLIO

Prime assets with a
geographic advantage




Our assets are conccntrated
around three main estates in
central London with a combined
value of £1.6 billion

) o

Covent Garden

*

The Great Capital Partnership
(Capco share 50%)

) o

Earls Court
and Olympia

*

Empress State Building
(Capco share 50%}

@

Capco Head Office

Additional principal land
ownershups in Earls Court

Transport for
London

London Borough
of Hammersmith
& Fulham
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UNDERSTANDING OUR BUSINESS

CHAIRMAN’S STATEMENT

Delivering strong performance |

Ian Durant, Chairman

‘ Capco 1s well positioned to mamntain tts momentum
following a year of progress and value creation in 2011.
Strong total returns were generated by energetic and
profitable activity in ine with the strategy articulated at
the time of establishing Capco as an independent company
wn 2010. Carefully targeted acquisitions and the drive
towards creative regeneration have established a solid
platform from which to continue to create value from

Capco’s assets. , ,

Total property return

14.8%

Total return

12.7%

Total property values

£.1.6villion

NAV pershare

166 pence

A YEAR OF PROGRESS

The Board 1s committed 1o delivering
market-leading total returns to shareholders
‘We aim to achieve this by combining value
creation through capital value and income
growth and adopting an innovative and
entrepreneurial approach to managing

the Group's assets The portfolio of high
potential, central London estates and a
prudent balance sheet provide the platform |
ro deliver this commitment

Covent Garden

In 2011 we enhanced Covent Garden through
a series of tenancy changes and acquisitions
1n the latest phase of 1ts repositioning, which
resulted 1n a strong increase in the valuation
of the estate This expansion was supported
by the successful equity issue in May last year
which raised £100 million, together with

a £300 million refinancing in November

Earls Court and Olympia

The exhibition business performed 1n line
with expectations in zonn The development
of Olympia’s West Hall, already open for
business, has increased the venue’s ability
to host simultaneous shows




The proposals for Earls Court reached several
milestones, in particular the launch of Sir
Terry FarrelP’s Masterplan and the submission
of planning apphcations for Seagrave Road
and the wider scheme These tllustrate
Capco’s vision for Earls Court which has been
formally identified 1n the Mayor’s London
Plan as an Oppertunity Area with the capacity
forlarge-scale development

InFebruary zoiz a resolution to grant
planning consent for Seagrave Road was
recewved, which followed the agreement

of a conditional jount venture in relation to
the site with the Kwok Famutly Interests in
December These successes will allow the
Group to pursue, 1n partnershup, the
development of more than 800 homes
atSeagrave Road

The Great Capital Partnership

and China

The Great Capital Partnership and the
Group’s itnvestments tn China have continued
to perform well, allowing us to take the
opportuniry to realise capital to be recycled
1nto the Group’s core activities

RESULTS AND DIVIDENDS

Capco delivered another year of strong
performance 1n zo11, with a total return of

12 7 per cent underpinned by a rise in EFRA
adjusted, diluted NAV pet share from

148 pence 10 166 pence This was largely
dniven by the posiive revaluation of the
mvestment properties, which increased

9 2 per cent on a like-for-like basis,
outperforming IPD capital values which rose
12 per cent The share price inceeased 23 per
cent 1n 2011 which compares favourably to the
11 per cent fall in the FTSE Real Estate Index

The Directors are proposing a final dividend
of 1 0 pence per share, bringing the total
dividend paid and payable for zo11 to

15 pence per share

FUTURE OPPORTUNITIES

Following considerable progress in 2011,

the Covent Garden team continues to
implement asset management opportunites
whilst considenng ways in which to expand
the estate’s footprint that wil! enhance
long-term value

Our rmmediate priorities for the Earls Court
Masterplan are to secure planning consents
across the wider area and to conclude the
commercial transactions with the London
Borough of Hammersmith & Fulham (LBHF)

and Transport for London (TfL) We look
forward to worlung closely with the Kwok
Famuly Interests to take forward the Seagrave
Road project

For more detail on our activities and future
plans for our estates, please sce pages 18 to 37
n this report

COMMITMENT TO CORPORATE
RESPONSIBILITY (CR)

Capco employs people with a diverse range of
experience and expertise Our entreprencurial
culture encourages a creative and holistic
approach to place-making, which takes into
consideration our impact on the environment
and on the local communities where our
estates are based CR has become embedded
into the fabric of our day-to-day work For
more about the specific ininiatives that
1Hlustrate our strategy, please see our
dedicated CR section on pages 44 to 49

GOVERNANCE

The Board has taken particular care to
establish an open culture 1n which debate and
management accountability are emphasised
We encourage our people to be passionate
about the estates 1in their stewardshup but to
maintain a high degree of objectivity about
the use of, and the risk-adjusted returns
available from, the Group’s capital A strong
corporate governance structure undecpins
this culture

A full description of the activities of the Board
and 1ts Commuttees during the year 15
contained in the Corporate Governance report
from pages 52 to 58 Dunng the year the Board
has increasingly focused on considering the
Group’s options for evelving its strategy
beyond the goals set out at the titne of
establishing Capco as an independent entity in
2010, and teviewing planning and commercial
decisions and critical timelines — all within the
context of effective nsk management

Following an external board effectiveness
evaluation In 2010, an 1nternal review was
undertaken this year The Board recognises
the benefits that increased gender diversity
would bring and accordingly a search for
an additienal Non-executive Director 15
underway and a description of the ongoing
recrultment process (s set out on page 58

Tam pleased to report that th December,
Capcoshares were classified as ‘domestic’ for
trading purposes on the Johannesburg Stock
Exchange, where the Company hasa

secondary bsting This means that (nvestors
in South Africa are now able to trade shares

1n Capce on the Johannesburg Stock Exchange
without the previous testrictions on forelgn
holdings under South African exchange
control lumnits

Regarding shareholder engagement, I remain
commutted to meeting our shareholders and
the Executive team has a comprehensive
programme of investor briefings

QUTLOOK

Capco’s success 1n 201118 the result of our
strategy of focusing on specific central
London prime assets where the Group has
adominant position This has allowed the
Group to benefit from the distinct, strategic
capital and economic charactenstics of
aspecialist centtal London non-REIT
property company

Iam in no doubt that London will benefit
enormously from the Queen’s Diamond
Jubtlee celebrations and as the host city for
the Olympics this year, and am proud that
Earls Court will be an integral part of the
Clympics experience having been chosen
as an official venue

Ibelteve the future for Capco 1s positive, and
look ahead to 2012 with optimism tempered
by caution regarditig the macroeconomic
chimate We look forward to making further
progress on reahsing London’s most
significant urban place-making imuatives for
many years at Earls Court and Seagrave Road
We are also confident of seeing furcher value
creation at Covent Garden

Finally, I would like to thank the Executive
Directors and all staff for theiwr hard work
and commitment during the pastyear 1am
confident that they are commuitted to meeting
the challenges of the year ahead

Ian Durant
Chatrman

29 February 2012
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UNDERSTANDING OUR BUSINESS

CHIEF EXECUTIVE’S REVIEW

Progressing the business
at an ambitious pace

Ian Hawksworth, Chief Executive

‘ ‘ The transformation of Covent Garden tnto one of the most

10

vibrant retail and leisure destinations in London continues
to create value and attract new brands, whilst the recent
resolution to grant planning consent for our Seagrave Road
development 1s an tmportant milestone in our progress
with the Earls Court Masterplan following the submusston
of our planning applications in June. I am confident that
Capco’s place-making vision, creative teams and central
London-focused assets will provide considerable
opportunities in both the retail and residential markets
during zo1z. , ’

Driven by our ambitions to be a creative
place-maker, our focused strategy has aliowed
us to make great progress against our objectives
bothat Group level and 1n our estates

Capco has had an active and successful zon
We undertooka £100 million equity plaang,
raised £300 mtllton of new debt faalities to
extend the Group’s debt maturity profile,
acquured £113 million of properties to expand
Covent Garden, relcased £103 million from
The Great Capital Partnership and China,
submuitted planning applications covering
over y1 million square feet for the Earls Court
Masterptan and Seagrave Road, and agreed a
strategic joint venture for Seagrave Road with
the shareholders of one of Hong Kong’s largest
and most repurable real estate companies Cur
activities have led 1o strong value creation for
our shareholders, with net asset value per
share nsing 11 7 per cent and the share price
ncreasing 23 percent.

This performance reflects the strategic
posiioning of Capco 1 dominant estates with
particular exposure to the central London retail
and residential markets Central London
continues to attract a deep pool of occupiers
and investors from around the world, and our
strategy 15 focused on transforming districts

to meet thus demand

OPERATING AND FINANCIAL
PERFORMANCE

The value of our properties increased strongly
over zo11, with a nise of 9 2 per cent in capital
values on a like-for-like basis, compared to
the UK IPD capital value index which rose

12 percent

Covent Garden

Capco has transformed Covent Garden into
one of the most exciuing retad, leisure and
residential districts in London The estate 1s
now valued at £808 mullion, with an increase
1n like-for-like property values of g 2 percent
durning 2011 driven by like-for-like ERV
growth of 8 8 per cent

We delivered the 2012 ERV target of £40
mutllton 18 months ahead of schedule On
the back of this, we have sera challenging
but achievable target of £50 million for zo13,
as we aim to close the gap in rental values
between Covent Garden and other parts of
prime central London

In May we raised £100 million theough an
equity 15sue The proceeds allowed the Group
to extend its footprint in the estate from
750,000 square feet to over 830,000 square
feet, with several important new acquisitions




Market Market
Value Value Market
Dec-11 Dec-10 Value ERV Imha!l  Equivalent
£m £m Chonge??  Change? Yield Yield
Covent Garden So8 640 92% 88% 377% 5 25%
The Great Capital
Partnership’ 141 260 9 8% 11 4% 3 93% 5 05%
Empress State' 103 103 - - 6 659% 618%
Total non-exhibition
properries 1,152 1,003 8 4% 8 4%
EC&Q Venues 471 378 10 6%
Total invesrment
properties 1,623 1,351 9 2%

1 Represents Capeo's 5o per cent share
2 Like-for-hike

3 Valuaton change rzkes account of amornisation of lease incentives, capatal expenditure and fixed head leases.

Alongside the continued focus on the retail
and food and beverage mix, Capco 1s seeking
to return the estate 1o 1ts roots as London’s
onginal luxury address The four lugh-
speafication apartments at The Henrietta,
located on the corner of Hennetta Street and
the Prazza, were recently brought to market
and are of 2 quality consistent with the best
high-end residential developments in London

For more details sec pages 18 10 25

Earls Court and Olympia

Earls Court and Olympa, excluding Empress
State, increased 1n value by 10 9 per cent
during zo11, reflecting the tnvestment tn all
parts of the estate

The Group has made significant progress 1n
the past 1z monthsin respect of 1ts holdings
1n Earls Court Sir Terry Farrell’s Masterplan,
launched in Match, based around his vision of
‘Four Urban Villages and a z1st Century High
Street’, provides a blueprint for a multi-
billion pound investment 1n both the local
cornmunity and London as a whole InJune
the Group submitted outtine planning
applications for the whole scheme, and a
detailed application for a residential scheme
at Seagrave Road - a total of 11 million square
feet of new space across 77 acres The Scagrave
Road project received a resolution to grant
consent in February 2012

The Group’s interests at Earls Court have been
revalued from £138 mullion to £195 nmllion,
implying a valuation of £8 6 million peracre
across the Group’s 23 acres at Earls Court. The
independent valuer has changed the basis of
valuation to aland valuanon having regard
for redevelopment potential in hight of the
progress through the planning process, and

thus marks a change from the previous existing
use basis Seagrave Road increased 1n value
dunng zon1 by £11 million to £116 million and
1n December a 50 50 conditional joint venoure
for the site was agreed with the Kwok Famuly
Interests at £131 million Qur events business
at Earls Court and Olympia performed well

1n a challenging market, with EBITDA falling
only z percent to £18 s mullion We invested
£20 million 1n the West Hall redevelopment
at Olympa. Earls Court 1s an officiat Olympic
venue, hosting the volleyball tournament

this summer

For more details see pages 26 to 33

The Great Capital Partnership

The refocusing of The Great Capital
Partnership {GCP) into a core of Regent Street
and Piccadilly holdings has resulted instrong
ERV and valuation growth The disposal of
properties 1n Kensington and midrown
realised £48 million, which the Group has
recycled into 11s core activities at Covent
Garden and Earls Court The sale of further
properues this year watl allow this capital
recyching to continue 1n zo1z

China

The strong domestic economy and
continued appreaation of Chinese RMB
against the US dollar benefited the Group’s
investments tn China The fund manager,
Harvest Capital Partners, has completed the
sale of a number of the funds’ underlying
investments A total of £55 milhion has been
realised for the Group from these disposals
reflecting a substannal profit

For more details on GCP and China see
Pages341037

OPPORTUNITIES AND OUTLOOK

The Queen’s Diamond Jubilee celebrations
and the Olympics will place a spethght en
Londonin 2012, allowing 1t to demonstrate
1S attractions to a global audience This
should benefit the Group whuch 1s focused
on landmark locations across the capital,
although the operational challenges of these
events fora central London business should
not be underestimated

CoventGarden 1s now a destuination of chowce
for flagshup retall brands The team s focused
on capttalising upon this to deliver the £50
million ERV target for the end of 2013 Further
conversions of office space to lugh-quality
apartments will unlock additional value

Theummediate focus for the Earls Court
Masterplan remains on obtaimning planning
consents, together with concluding land
transactions with TfL and LBHF The
relationship with the Kwok Famuly Interests
will develop during the course of the year as
Seagrave Road becomnes a development project

At EC&0O Venues, there 15 likely to be some
short-term impact at Earls Court, due to the
uncertainty caused by the Masterplan

Following the successful disposal of propertics
from GCP and in China, further opportunites
for remnvestmentand capital recycling back into
the core business will be pursued

Capcois well posinoned to malntain its
momentum as the strong performance of
London real estate 15 expected to continue
The macroeconomic headwinds demonstrate
some of the more visible risks we face, and
hence we remarn focused on executing our
strategy across the business as we believe this
will best deliver market-leading total returns
to our shareholders [am confident that our
place-making vision, creative teams and
central London-focused assets will provide
consuderable opportunity 1n both the rerail
and restdential markets during zoi2

Ian Hawksworth
Chief Executive

29 February zo12
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UNDERSTANDING OUR BUSINESS

OUR BUSINESS MODEL AND STRATEGY

Unlocking value and generating
long-term returns

BUSINES5 MODEL

with a focus on central London, be an entrepreneurial place-maker delivering long-term value
to our shareholders by bringing new life to districts creatively, commercially and responsibly,
benefiting Londoners and visitors as well as the Group’s customers

NS

GROUP STRATEGY

long-term recurns for our shareholders, through the following priorities:

To unlock value through growth 1n capital value and rental levels across the estates, generating superior,

* *

*

*

*

Achve asset Planning and
management development
achvities

Opportunistic
acquisitions and
disposals

Prudent capital
structure

Active engagement

with communities

NS

ESTATE STRATEGIES

Underpinning our returns-focused Group Strategy are estate strategies to ensure we invest 1n the
right projects and plans to deliver profitable growth

N\ hvd

NS

NS

e

Covent Garden ECRO Venues
Maximise the estate’s Invest in the
potential asa enhancement of
world-class retail, Olympiaand
letsure and residential MAXIMISE IS
district driving ITZA, utilisation by

ERV and NRI growth transitioning shows

currently held at
Earls Court

SEE PAGES 18 TQ 25 SEE PAGE 29

The Earls Court
Masterplan

Unlock value through
securing planning
consent fora
residennal-led, mixed
use scheme Agree
land deals with our
partners and consider
Options to create
further value from
the scheme

SEE PAGES 30 TO 32

Seograve Road
Unlock value
through securing
planning consent

for the residential-led
scheme and
successfully develop
this joint venture
with our partner

b
SEE PAGE 33

The GCP and
China

To maximise value of
retained assets whilst
gradually recycling
capital to the

core business

SEE PAGES 34 TO 37

12




KEY PERFORMANCE INDICATORS

Measuring our success

Description
" -~ "~~~ """ """ - ]
Total property return 15 calculated as capital Total return 1s the growth in the EPRA Total shareholder return 1s the increase in
growth including gains and losses on disposal ~ adyusted, diluted NAV per share plus the price of an ordinary share plus dividends
plus rents recetved less assoclated costs, dividends per share during the period during the period
tud
including ground rent This metnc ensures Ourperformance over a three year period, The Group’s total sharcholder return s
comparablity to the TPD Total Return All
Property Index versus a comparator group of the eight largest benchmarked against the total shareholder
constituents of the FTSE 350 Real Estate return of a comparator group of the eight
Index, 15 1dentified as a key measure of the largest constituents of the FTSE 350 Real
success of Capco’s strategy Estate Index
As a key metric for long-term equity-based
compensation for the Group’s employees,
total shareholder return aligns incentives
with shareholder interest
, PART OF EXECUTIVE DIRECTORS’ LONG TERM PART OF EXECUTIVE DIRECTORS LONG TERM
) pART OF EXECUTIVE DIRECTORS' 201) BONUS INCENTIVE TOGETHER WITH SPECIFIC ANNUAL INCENTIVE
NAY TARGETS
Target
15% pa outperformance since listing 2 5% pa outperformance on a rolhing three 4 0% paoutperformance on a rolling three
year basis year basis.
Performance
As shown, the Group has outperformed by 6 7  Capco’s calculated return for the year The Group generated a total shareholder
percentin zoil Since demerger, the Group’s of 1z 7 per cent was well ahead of the return of 23 6 per cent during the period
central London properties have outperformed  comparator group significantly cutperforming the
its benchmark by 5 1 per cent annualised comparator group

A number of other indicators of performance are considered by the Board either at a Group level (includ:ng underlying earnings per share) or
specifically relevant to each estate, for example ERV at Covent Garden and EBIT DA at Earls Court & Olympia These are discussed further in the
asset-specific operating reviews in the Financal Review

All three key performance indicators are directly linked to Executive Directors’ remuneration. These three indicators are carefully aligned with
the Group’s strategy of unlocking value and delivering market-leading total returns over the longer term Total Property Return, underlying
earnings per share and net asset value are linked 1¢ annual bonuses available to certain of the Group’s employees
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UNDERSTANDING QUR BUSINESS

PRINCIPAL RISKS AND UNCERTAINTIES

Delivering strategic priorities through
effective risk management

The Board has overall responsibility for
Group risk management. It reviews principal
risks and uncertainties regularly, together
with the actions taken to mitigate them

The Board has delegated respensibility for
assurance for the risk management process
and the review of mitigating controls to the
Audit Committee

Executive Directors together with Senwor
Management from every division and
corporate function of the business complete
a Group rnisk register Risks are considered

in terms of their impact and hkelithood from
both a financial and reputational perspective
Rusks are assessed both gross and net of
mutigating controls Review meetings are
held to ensure consistency of response and
adequacy of grading Detailed nisk registers
are teviewed twice yearly and upon any
material change in the business with a full
risk review undertaken annually, at which
point it 1s also reviewed 1o detail by the
Audit Commuttee with new or emerging risks
considered by the Comtnuittee as appropriate
This allows the Audir Commuttee to momtor
the most important controls and prioritse
risk management and internal audit
activines accordingly

On the following pages are the principal risks
2nd uncertainties from across the business
These are not exhaustive, the Group monitors
a number of additional nsks znd adjusts those
considered ‘principal’ as the risk profile across
the bustness changes

14
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1. Corporate risks

Impact: The Group’s ability to maintain its reputation, revenue and value could be damaged by corporate risks

Risk

Impact potenhal

Mihgahon factors

Responding to regulatory
and legislatve challenges

Reduced flexibiliry and increased
cost base

Sound governance and internal policies with appropriately
skilled resource with support from external advisers
as appropriate

Responding to reputatienal, communication
and governance challenges

Reputanional damage and
increased costs

Appoinunent of expenenced individuals with clear
responsibility and accountabiliry Clear statements

of corperate and socaal responsibility, skilled Executive and
Non-executive Directors, with support from external advisers
as appropriate

Inability to implement strategy or correctly
allocare capital

Constraints on growth and
reduced profitability

Regular strategic reviews and monitering of
performance indicators

Corporate level oversight of capital allecation Detailed capital
planning and financial modelling Maintain adequate cash
and available facilities together with conservanve leverage

Adequacy of partner evaluarion and management
of key suppliers

Reduced profitability and
reputational damage

Appropriate due diligence and consultanon

Non-REIT status brings heightened tax exposure and
a potennal competnve disadvanmage when lidding
for new assets

Compeuntive disadvantage

Focus on assets and escates where skills can be applied o create
enhanced value

Rusk associated with attracting and retaining staff

Inability to execute business plan

Succession planmng, performance evaluations, training &
development, long-term incentive rewards Sound systems
and processes to effectively capture and manage information

Failure to comply with health and safety or other
staturory regulations or notices

Loss or injury to employees,
tenants or contractors and
resuttant reputational damage

Comprehensive health and safety procedures in place across
the Group and monitored regularly External consultants
undertake annual audies in all locanons Safe working
practices well established, including staff communication
and training

Futther information surrounding Corperate risks can be found within the Corporate Governance report on pages 5z to 58, the Corporate
Responsibility report on pages 44 to 49 and the Financial Review on pages 38 to 43

WWW CARITALANDCQUNTIES COM
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UNDERSTANDING OUR BUSINESS

PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

2. Financing risks

Impact: Reduced or limited availability of debr or equuty finance rmay threaten the Group’s ability to meet 1ts financial commitments or objecrives and
potennally to operate as a going concern

Risk Impact potential Mihgation factors

Decline 1n market conditions or a general rise Reduced financial and Mauntain appropriate iquidity to cover commitinents
1n 1nterest rates could impact the availability operatonal flexibility

and cost of debt financing Target longer and staggered debt maturities to

avouwd refinancing concentration and consideration
of eatly refinancing

Derrvative contracts to provide interest rate protecuon

Covenants breached Cash reserves required to Regular monitoring of covenants with headroom mainrained
prepay debt facilities

Reduced availability of Constrained growth, Maintain appropriate liquidity to cover commitments

equiry capital lost opportunities,
higher finance costs Target conservanve overall leverage levels

Further information on Financing risks can be found within the Financial Review on pages 38 to 43 and Financial Covenants on page 118

3. Economic risks

Impact: Economic factors may threaten the Group’s ability vo meet 1ts strategic objectives

Risk Impact potential Mingahon factors
Rents decline as a result of lower dermnand from Dechning profitability Focus on quality tenants with initial assessment of credit risk
occupters due to increased competition, changes in and active credic control

soctal behaviour or detenorating profitability and

confidence during a period of econamuc uncertamnty Diverstity of occupier mix with limited exposure to any

single tenant

Strategic focus on creating retail destinations and residential
districts with unique ateributes

Decline in UK commercial or residential real Declining valuatons Focus on prime assets

estate market
Regular assessment of investment market conditions

including bi-annual external valuattons

Restricted availlability of credit and hugher tax rates  Dechine in demand Regular monitoring of covenants with hecadroom maintained
may lead to reduced consumer spending and hiugher  for the Group’s rental properties,
Tevels of business farlure reduced profitability

Further information on Economic risks can be found within the Financial Review on pages 38 to 43 and pages 114 and 118
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4. Concentration of investments

Impact Haghtened exposure to events that threaten or disrupt central London

Risk Impact potenhal

Mihgathon factors

Events which damage or diminish London’s sctus

as a global financial, business and tourist centre could
affect the Group’s ability to let vacant space, reduce
the value of the Group’s properties and potentially
disrupt access or operactons at the Group’s head office
Changes to exisung or planned infrastructure
(tincluding transport) Concentration of higher
profile events in central London {e g Olympics,
Queen’s Diamond Jubilee)

Significant business disruprion

Terrorist insurance 1n place

Security and health & safety policies and procedures i offices
Close Laisen with police & National Counter Terrorism
Security Office (NaCTSO)

Disaster recovery and business continuity planming

Active involvement 1 organisations
and industry bodies promoting London

Further information can be found within the Corporate Responsibility report on pages 44 to 49

5. Development risks

Impact: Inab:lity to deliver against development plans, particularly regarding ECOA

Risk Impact potential

Mihgation factors

Unable to secure planning consent due 1o polincal,
legislative or other risks inherent in the planning
environment Rusk of delay due to Secrecary of State
call-1n orjudicial review Inability (o gain the support
of influential stakeholders

Delayed implementanion

Pre-application consultation and involvement with key
stakeholders and landowners

Engagement with relevant authonines at a local and national
level wo ensure development proposals are tn accordance with
current and emerging policy

Project team of internal staff and external consultants with
capabilities across all relevant areas

Technical studies with regular review

Responsive consultation with evidence based information
and focus on agreed statements of common ground

Failure to demonstrate or implement viable
development due to environmenl, transportation
and affordable housing impact or other technical
factors Puninve cost, design or otherimplications.
Inability to reach agreement wath adjacent
landowners (including risk of Section 34A of the
Housing Act 1985 1n relanion to LBHF land 1n ECOA)

High volatthty in valuations
and Group’s returns

Extensive design and technical work undertaken along
with informed market valuation

Properly tendered processes to select contractors and
manage cost

ECOA Masterplan destgn allows the development of each
landowner’s site individually

Further information can be found 1n the Operaning Review on pages 18 to 37
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW — COVENT GARDEN

London’s most vibrant retail,
leisure and residential district

The Real Food Market, Covent Garden

18
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QUR BUSINESS PERFORMANCE

OPERATING REVIEW — COVENT GARDEN CONTINUED

Capco has transformed Covent Garden into a vibrant retail, leisure
and residential district. The neighbourhood’s new take on luxury
mixes premium retailers with one-off craft stalls, street theatre with
the Royal Ballet and world-class brands with emerging designers to
create an atmosphere unlike anywhere else 1n London.

Highlights
— Achieved £40m ERV target

— Acquusitions
Kings Court (5 properties on King Street)
35 King Street
11 James Street
1a Henrietta Street (property swap)

— Refinancing to provide £300 million debt facilicy
— Ownership expanded to over 830,000 5q ft
— Property value of £808 mullion

Strategy

-~ Grow ERV to £50 million by the end of 2013
— Drive passing rent

— Expand the contemporary luxury offer

— Transform the food and diming offer

— Extend the residential portfolio

— Grow the estate boundaries through
tactical acquisitions

20




COVENT GARDEN

The Covent Garden team

Covent Garden 15 one of the most vibrant,
well-loved and well-known districts of

London Located in the heart of the West End,
1t attracts over 44 mtllion customer visits

ayear who come for a unique shopping
expenence, al fresco dining and a wade range of
entertainment in a hstoric, traffic-free setting

The Covent Garden estate represents 50 per
cent of Capco’s gross assets and showcases
1ts creative place-making strategy, which 1s
reahised through focused asset management,
mvestment and development

Since 1t acquired the Covent Garden estate
1n 2006, Capco has transformed the area by
introducing 45 new, high-quality retailers
and occupiers

The completion and marketng of four
tesidential apartments at The Hennetta
marks the launch of the Covent Garden
Living brand and offers the estate the
potential to reconnect wath its 17th century
residential roots

The opening of Europe’s largest Apple

store 1n August 2zoto signalled a milestone
in the transformanion of Covent Garden 1nto
a more high-end retail, leisure and residental
destination zo11has seen a sencs of
acquisitions, a significant shuft in consumer
demographics and a raft of new innovative
brands taking space 1n and around the
Grade-IT listed Market Building

In the 17th century Covent Garden was London’s ultimate luxury
residential address — in the 21st century it is again

The Henrietta Show Flat

Covent Garden 1s being reposihoned as
a desirable place to hive in central London
with the launch of Covent Gorden Living
The tugh-end residential brand offers
stylish spaces moments from the shaps,
restaurants, opera, theatres and buzz

of Covent Garden The Henrietta's

three loteral apartments and duplex
penthouse offer a total of 8,000 sq f of
high-specification space for sole with a
quahty to match the standards found in
Knightsbridge, Chelsea and Mayfawr
Work has progressed on the second
scheme in Russell Chambers, The Russell,
and planning consent was recently granted
for the conversion of 1a Hennetta Street,
The Beecham All three buildings offer
enviable positions on the Piazza 1t 15
anticipated that Covent Garden Living
will provide over 50 apartments for sale
and rent in the coming years
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW — COVENT GARDEN CONTINUED

Our Covent Garden holdings and key 2011 lettings

O

Rugby Ralph Lauren Rugby Ralph
1 Lauren opens its first and on?y store In
i Europe on King Street

i store in the world, and the first in the UK,
i opens on King Street

Burberry Brit The biggest Burberry Brit @ o

.....

.......................................................

Vilebrequin French luxury swimwear J (
i specialist Vilebrequin opens on King Street *

O P . Existing

Acquisihions
Kings Court
{5 properhes)
35 King Street

! Jo Malone Global fragrance and 11 James Street
. skincare brand ogrees a lease on 1a Henretta Street
King Street Py lproperty swap)

! The Hennietta New, luxury residential

: : Oliver Sweeney Upmarket footwear ! brond Covent Gorden Living launches
: 7 for All Mankind Luxury demm label ¢ ! and accessores label Oliver Sweeney « ¢ with lour high-specification apartments
; agrees a lease on King Street i ! opens on King Street i ' on Henrietto Sireet

.....................................................................................................................................................................
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OUR BUSKNESS PERFORMANCE

OPERATING REVIEW - COVENT GARDEN CONTINUED

OPERATING PERFORMANCE

In May, the Group raised £100 million
through a capital raise which funded the
acquisition of Kings Court, a 71,900 square
feet portfolio which includes five properties
bridging King Street and Floral Street The
estate was further expanded during zon
through the acquisitions of 35 King Street,
11 James Street and, through an £18 mullion
property swap, 1a Henrietta Street

Overall, Capco now owns sz buildings,
comprising 334 letrable units and over
830,000 square feet of lettable space in Covent
Garden Theoverall estate was valued at £808
million as at 31 Decembet 2011, an increase

of ¢ 2 per cent on a like-for-like basis since

31 December 2010

I 2011, 78 rent reviews and lettings were
negotiated which secured £8 million of
passing rent, an 8 8 per cent increase above
December 2010 ERV This hasdriven an

8 8 per cent hike-for-like tncrease in ERV
over the year to £45 8 mullion

The estate 15 operating at near-full occupancy
—the EPRA occupancy rate at 31 December
2011 was 97 5 per cent (up from 971 percent 1n
December 2010} adjusted for units under offer
and held for development Tenant demand 1s
strong despite a challenging year for retailers
and consumers throughout the UK The
Group’s proactive, on-site team continues to
secure vacant possession of high-profile and
strategic umits to further reposition Covent
Garden as London’s most shoppable area
During 2011, 13 retaiters opened new stores
across the estate, including Rugby Ralph
Lauren, Burberry Brt, Vilebrequun, Oliver
Sweeney, Links of London and Brora

The area’s food and beverage offering was
enhanced by ‘restaurantin residence’ Canteen
which introduced contemporary British
cwistne and design during its terporary

24

tenure from September 2011 unul February

2012 Upmarket Panisian patsserie Ladurée

transformed the huigh-profile corner unit on
the North Plazza facing King Street 1nito its

first ever stand-alone tea s2lon 1n May

Footfall on a rolling 12 month basis as at
December 2011 was 44 million Capco’s active
asset management and leasing strategy to
establish a higher end mx of occupiers in
the Market Butlding and surrounding
strects has resulted in a shift in consumer
demographics, attracting higher spending
visitors In zo11, 89 per cent of domesrtic
visitors to Covent Garden were classified as
ABC1,and internal measures of average spend
are indicating increases for both domestc and
international consumers.

The Henrietta’s four residential apartments
offer a rotal of 8,000 square feet of newly
converted space for sale Work has
commenced on the second scheme, The
Russell, which will create 14,300 square feet
of residential space Planning consent has
been granted for a further s1x apartments,
The Beecham, and a flagship uniton the
south west corner of the Plazza A planning
application has been submitted for a further
seven apartments at 30-32 Southampton
Street Ittsanncipated thar the Covent
Garden Living brand will provide over so
high-end and luxury apartments for sale
and rent 1 the coming years

Capco, through 1ts Covent Garden team, has
actively engaged with, and become part of, the
local community since the 1nitial acquisition
1n zoc6 With offices now based 1n Floral
Street, the team has built strong relationships
with the Covent Garden Area Trust (CGAT),
residents’ associations, Westminster Ctty
Council and the wider business community,
supporting key district imtiatives and garnering
support for new innovative developments

FUTURE PRIORITIES

Capce’s priority for Covent Garden 1sto
achieve 1ts ERV target of Esom by December
2013 through investment, development and
proactive and creative asset management
caprunng as much of this as soon as possible
withtn passing rent Thus will be delivered
through expansion of the contemporary
luxury retaul offer and a transformaton of the
food and dining mix The team will focus on
securing new lettings across the estate,
especizlly on King Street Russell Street 1s set
to be transformed by the 1conic Balthazar
restaurant and bakery from Manhattan

Locking ahead the aim s to extend the
residential poertfolio, grow the estate through
tactical acquusittons and continue toenhance
the Covent Garden environment by investing
1n improvements to its buildings and the
public realm




KING STREET

King Street, building momentum through
effective asset management

Covent Garden’s home for contemporary luxury brands, King Streetis one

of London’s most exciting new retail opportunities.

New tenarts and enhanced public realm on King Street

Acquisitions Signings

In April, the largest Burberry Brit store in the
world [and the only one in Europe) opened on
the corner of King Street and the North Piazza
next to the flagship Apple store Rugby Ralph
Lauren, another "UK first’, subsequently
opened in September, followed by French
swimwear brand Vilebrequin and footwear
and accessories label Oliver Sweeney

Recent signings include luxury dermim label

7 for oll Mankind and upmarket fragrance
brand Jo Malone

This year's acquisitions of the five properhes
in Kings Court and the adjacent 35 King Street
for £85 5 million, illustrate Capeo’s
commutment to expand this new destination
for contemporary luxury and deliver the
zoning plan for this part of the estate The
acquisihons present immediate short-term
assel management opportunities and excihng
mic-term development potential The new
lethngs to date have driven an average

ITZA growth of 52 per cent since 2008
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW — EARLS COURT AND OLYMPIA

Transforming an exhibition venue

into four villages and a 21st century
high street

Earls Court CGlI

26
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW — EARLS COURT AND OLYMPIA CONTINUED

Capco aims to generate value from Earls Court and Olympia through:
maintaining a robust exhibition business and migrating shows to an improved
Olympia; securing planning consent for Sir Terry Farrell’s Masterplan; finalising
land assembly and development rights; establishing the development framework
and strategy to take Earls Court forward post-planning and realising Seagrave
Road with our joint venture partners. Over the following six pages we reporton the
progress made against each of these strategic elements during 2011.

Highlights

— Valuauon of Earls Court and Olympia interests
up 10.9% (LfL) to £471 million

— Sir Terry Farrell’s Masterplan unveiled in March

— Planning applications for The Earls Court
Opportunity Area and Seagrave Road submitted
InJune

— Conditional joint venture for Seagrave Road
agreed with the Kwok Famuly Interests

— Exclusivity agreement secured with LBHF
in July

— LBHEF resolves to grant planning permission
for the Seagrave Road scheme 1n February 2012

— West Hall completed creating 97,000 sq ft of
modern exhibition space

— EC&O Venues 2011 EBITDA resilient at
£18.5 mullion

Strategy

— Secure planning consent for the Earls
Court Masterplan

- Take forward Seagrave Road development in
partnershup with the Kwok Family Interests

— Finalise land assembly and future
development rights

— Consolidate the exhibition business into an
enlarged and improved Olympia

28




EC&O VENUES

The EC&0 Venues team

OPERATING PERFORMANCE

EC&O Venues 1s Capeo’s workd-class
conference, exhibitions and events business
now comprising Olympia and the two
exhibition halls at Earls Court. Following
the recent sale of The Brewery, this now
represents 1 3 million square feetof prume
conference and events space

The EC&Q Venues business demonstrated
restlience during zon, particularly in hght of
the uncertainty caused by the planning process
atEarls Court EBITDA was £18 s mullion,

Photo courdesy of Nick Willams

BT's Brihish Olympic Ball

down 2 percent from zo1o 37 new exhibitions
were contracted to the venues 1n 2011 which
helped to offset the loss of other shows,and 15
new shows have already been confirmed for
2012 New exhibitions contracted 1n zon
mncluded Landscape, the London Pet Show
and the Ideal Home Show At Chnistmas which
welcomed more than 80,000 visitors — making
it the iggest new UK exhibinion 1n 20 years.

The valuation of Olympia increased 4 per cent
during the year to £121 million This partly
reflects the completion of the West Hallin
Olympia which provides g7,000 square feet
of modern, flexible space to complement the
existing Grand and Nanonal Halls and the
Olympia Two Building The closure of the
weekday District Line service at Olympia has
been managed through the retention of services
supporting certain exhibinons as well as
improvements to the West London Line, now
running more frequently The Brewery, which
was operated by EC&O Venues, was sold on

9 February 2012.

A numbet of shows across both venues have
secured substannal increases 1n visitor figures
year-on-year At Olympia, Top Drawer, the
biannual retail trade event, increased its retailer
attendance at the autumn 2¢11 show by 12 per
cent year-on-year Stmilarly the Speciality &
Fine Food Fair attracted over 8,000 visitors,

the highest number in 1ts 12-year history and
42 per cent of exhtbitors were showcasing their
brands for the first ume At Earls Court, the
Ideal Home Show continued to impress by
attracting 270,000 visitors, more than its
award-winning relaunch event 1n 2010

Particular highlights from the venues’ diverse
hve events calendar included BT’s British
Olympic Ball which welcomed Olympians
and sporting celebrities to a celebration of
Team GB

In zo11, Earls Court was highly commended
at the Event Awards as Exhubition Venue of
the Year

FUTURE PRIORITIES

The prionittes for 2012 are to target and attract
more new shows, integrate the new West Hall
to maximise Olympia’s potential, and to
showcase the professionalism of the EC&O
Venues team to a global audience as Earls Court
hosts the Olympic volleyball competition

In the short term we expect performance
across the venues to continue to be impacted
due to the uncertainty surrounding the future
of the Earls Court venue However, the Group's
nvestment into Olympia including a further
£10 mullion 1n 2012, provides opportunities

1o develop the venues business over the
medium term
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OUR BUSINESS PERFORMAMNCE

OPERATING REVIEW — EARLS COURT AND OLYMPIA CONTINUED

THE EARLS COURT MASTERPLAN

Gary Yardley, Investment Director The ECOA team

‘ ‘ Tam delighted with the progress we have made on the Earls
Court Masterplan this year and the highlight was securing
resolution to grant planning consent for Seagrave Road. This
reflects the strength of the wider scheme, with all the benefits
1t brings to London and the local area. We are confident that
we are making positive steps towards securing the broader
consent and finalising the respective land transactions with

LBHFand TfL. ’ ’

Earls Court CGI

30

Earls Court 18a rare opportunuty 10 London.

the potential for signuficant regenerattonina
central London locatton. The site 1s bordered

by established, huigh-value residennal addresses,
including Chelsea, Kensington, Holland Park
and Fulham Established transport
infrastructure including three Tube stations,
aLondon Overground statton and access to
the A4 provide unrivalled connectivity The
residential developrents that benefit most
from the regeneranion effect are those that create
astrong sense of place by investing 1o areas
such as community facilities and the quality
of their publicrealm Capco’s strong focus on
place-making, in support of $ir Terry Farrell’s
Masterplan, offers the potential for substantial
long-term value creation tn Earls Court

Thevaluationof Capco’s interests 1n Earls
Courtasat December zon1 reftects the progress
made towards realising this potental, with the
valuation basis nowaland valuatnon having
regard forredevelopment potential,achange
from the previous basis of existnguseas
operationalassets AsatDecemberzoi, the
valuanonhasinereased to £195 milhion, anse of
3o percent, reflecting avalueof £8 6 million per
acreversus £6 1mullion peracreat Decemberzo1o

InJune 2011, outline planmng applications
were submutted for the redevelopment ofa 70
acre site, the Earls Court and West Kensington
Opportunity Area (ECOA), alongside a detarled
application in respect of the 7 5 acre Seagrave
Road site The applications set out the
proposals for transforming this huge tract
ofland into a new London dustrict based on

Sir Terry Farrell’s Masterplan to create “Four




() Earls Court Village
spend hme, enjoy city life and the High Street

@ West Brompton Village

A leafy, relaxed and tranguil nerghbourhcod
with homes, facilihes and open spoces that
are perfect for fomilies

® West Kensington Village

A dynamic, commerciol quarter which affracts
nnovation and enterpnse

(3 North End Village

With its vibrant street Ide, vaned and green
setting ond ronge of good quahty homes,
this vilage will revitahise North End Road

21st Century High Street

The boutiques, cofes and delis of the
High Street will create an urban buzz for the
neighbourhood, connecting the four villages

Seagrave Road

A new, highquality, mixed lenure
residental neighbourhood set around
a central garden square

Welcoming, elegant and grand, somewhere to

Utban Villages and a 21st Century High Sureet’
Changes to the applications were made earlier
this year reflecting comments recerved from the
public consultations and reviews by statutory
bedies including the Greater London Authority
(GLA) The amendments further embed the
developiment into the exisung area and increase
sensitivity to thelocal environment, covering
an area of 10 1 million square feet, a reduction of
approximately o 3 million square feet of space
from the overall Masterplan

As the ECOA straddles the boundary between
two local authonties, planming applications

were submitted to both the Royal Borough

of Kensington & Chelsea (RBKC) and the
London Borough of Hammersmith & Fulham
(LBHF) These outline planning applications
are typically used for large-scale, strategic
sites, and seek consent for the amount of
development, the uses of the development
{for example residential, office space, cultural,
reta1l) and guidelines for furure architecture
and tandscaping

In July, the ECOA was recognised by the
Mayor of London’s Replacement London Plan
as an Qpportunicty Area with great potential

for large-scale urban regeneration, and 1in
February zo12 the Seagrave Road scheme,
which will deliver the major residential
component of West Brompton Village, was
given a resolution to grant consent by LBHF

Negotiations continue with Transport for
London(TfL) 1n respect of the extension of
Capce’s existing long leasehold interests at
Earls Court, as well as commercial agreements
covering TfL and LBHF’s land 1n the ECOA
Capco entered into an exclusivity agreement
with LBHF n July, giving the parties 12
months to agree the commeraal transaction
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW - EARLS COURT AND OLYMPIA CONTINUED

A payment of £15 million was made toLBHT,
£10 million of which 1s refundable should
a transaction not be concluded

As an interested party, Capco was notified that
LBHF received an application for judicial
review of the exclusivity agreementand the
Court will hear this application in June The
request for judicial review has no bearing on
the planning apphcations for the Earls Court
Masterplan or for Scagrave Road, and should
not delay the discusstons with LBHF or TfL

CONSULTATION

The proposals for the ECOA are a resultof
close collaboration with the other landowners,
TfLand LBHF, informed by a collection of
world-class architects led by Sir Terry Farrell

As this1s one of the largest and most
imporeant developments in Londen, the
local community has been consulted about
the proposals for two and a half years
through a comprehensive community
engagement programme Qver 1,000 people
who live in the area attended seven public
exhibitions at the Earls Court Exhibition
Centre 1n March and June 2011 Comments
and feedback from these exhibitions and
from the forum on Capco’s itnnovanve,
award-winnung commautnity website

www myearlscourt com have helped shape
the evolution of Sir Terry Farrell’s Masterplan
The engagement programme and updates 10
myearlscourt com will continue through the

planming and development process and 1nto
the future during construction and through
to eventual occupaton

The extensive consultation exercise has

led to the ECOA being established across
planning policy at regional, local and
site-specificlevels As well as the Mayor of
London’s Replacement London Plan covening
regional strategy, both RBKC and LBHF
include the area within their Core Strategy
plans for development within their boroughs
The Greater London Authornity (GLA)and
both councils have further considered
proposals for comprehensive development
within a joint document specific to the ECOA,
the Supplementary Planning Document
(SPD), for which second round consultation
concluded in December LBHF 1s undertaking
a consultation regarding the inclusion of

the estates, which 1s currently ongoing

Among the positive reactions to the ECOA
Masterplan proposals, there have been
concerns voiced by some residents of the West
Kensington and Gibbs Green estates Capco is
commutted to working with all local residents
and stakeholders, and with LBHF, making the
area work for everybody

EMPRESS STATE

Capco has a 5o per cent stake 1n this landmark
office which 1s adjacent to the ECOA The 31
storey tower 1s the highest building in LBHF
Fully renovated 1n 2003, the entire butlding 1s

let to the Metropolitan Police Authority on
along lease which expires in June 2019 The
lease 1s subject to annual RPI 1ncreases subject
to a collar, wath 5 percent being applied at the
2011 review Capco’s share of NRI for 2011 was
£71million

In the medium-term, opportunities to extend
or review the existing lease will be considered
or alternatively the property may be surtable
for a residential conversion 1n line with the
plans for the ECOA

FUTURE PRIORITIES

Although the EC&O estate has benefited from
a year of great momentum, the Board remains
mundful of the nsks surrounding planning
processes of thus scale, including applications
for judicial review In mingation, the planning
process has been followed scrupulously and
an extensive level of consultation with the
local community, local authornties and the
GLA has been undertaken throughout the
process In terms of Section 344, no details
have at present been brought forward by the
Government, however these proposals will
continue to be monitored

During 2012 the key focus remains o secure
planming consents for the Earls Court
Masterplan The Group will seek to conclude
land transactions with LBHF and TfL
consolidating furure development rights and
take forward the Seagrave Road projectin
partnership with the Kwok Famuly Interests

Key milestones

i Architectural Review announces that Sic Terry i SiurTerry Farrell’s ! | LBHF,RBKC Plannming applications
¢ FarrelP’s Masterplan concepthasbeenawarded ; ' Masterplan launched in . i andthe GLA ¢ 1 submutted for ECOA (outline
the Regeneration and Masterplannsng prize i | London with stakeholder, ;| consulton | applicanon)and SeagraveRoad |
for the Future Project Awatds i | medandanalystbriefings : |, optionsforthe ! {detailed application) :
i ¢ i | Supplementary § i
: gl ¢ ; Planmng HE
. P ; | Document HE.
: Pl itsep) P ;
' fo D e e I
SS— S - S D ; !
' . SirTemy Farrell’s Masterplanlaunched at MIPIM - bt . v reeaeses eeeas '
January 2011 February March April May June
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SEAGRAVE ROAD

West Brompton village begins to take shape on Seagrave Road

Seograve Road CGI

The Seagrave Road site 1s
located to the south of the Earls
Court exhibition halls and will
deliver the major residential
component of Sir Terry Farrell’s
West Brompton Village |n line
with aspirations for the wider
Earls Court development, the
project will be integrated into the
surrounding areq, revitalising
Seagrave Road, Lillie Road and
West Brompton station The
scheme, prowiding 1 milhon
square feet [gross external area)
will replace the exishing cor park,
and will deliver a high-quality,
mixed tenure residential
neighbourhood compnsing

o lotol of 808 new homes and
a range of amenities The gross
development costs (excluding
land} for the scheme of
approximately £300 million will
be spread over three phases,

limitng the peak capital
requirement [excluding land) to
approximately £100 milhon

In December 2011 a 50 50
conditional jont venture with the
Kwok Family Interests was
agreed, signalling an important
milestone in Capceo’s proposals
to create new homes and jobs for
the area Complehon of the joint
venture 1s primarily conditional
upon receipt of an unfettered
planning consent following

the resclubon to grant consent
received tn February 2012

The site would be acquired by
the joint venture ot a price of
£131 milhon, which compaores to
the valuation as ot 31 December
2011 of £116 million,
unchanged from June 2011,

but an increase of & per cent
from December 2010

i TheMayor adopts : ; LBHFadoptsis ! ' 2ndstage i ! LBHF consults : | Resolunontograntforthe !
theLondon Plan + Core Strategy, ' ¢ consultanon . ontheinclusion ; i SeagraveRoad scheme
. whichidennfies i aganidennbfying ' launched on { oftheestates P
; ECOAasa i ! ECOAasa : ' preferred option ¢ Ve o e e i |
; strategic H ! swrategicareafor ; for the SPD i i :
i Oppertunity Area | * the borough : i {inhine with ; g T IR :
i forLondon : : i SirTerry Farrell's | ; Conditional joint b
i ! . : { Masterplan) i { Venture for Do i
ot ! and Case for X i SeagraveRoad | ¢ i
! Regeneration ! i agreedwiththe  : ¢ ;

: : i Kwok Famuily : :

d e e varnenen i . Interests : i

' fevrorere soes sessnnenn aee . : H

! ! § o b bees

July August September October November December January 2012  February
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OUR BUSINESS PERFORMANCE

OPERATING REVIEW — THE GREAT CAPITAL PARTNERSHIP
AND CHINA

Creating value, recycling capital

The Jermyn Street entrance to the Piccadilly Arcade
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QUR BUSINESS PERFORMANCE

OPERATING REVIEW — THE GREAT CAPITAL PARTNERSHIP AND CHINA

Capco’s other investments principally consist of the Group’s share

in The Great Capital Partnership (GCP), a 50:50 joint venture with
Great Portland Estates plc, and two property investment funds in
China. Both portfolios focus on delivering superior, total returns to
shareholders and have generated substantial capital for reinvestment
back into Capco’s core business.

Highlights
The Great Caputal Partnership
— Strong valuations of assets

— Sales of £48 million achieved 10% 1n excess
of valuation

— Resilient occupancy levels

China

— Disposals of ChinaIand ChinaIl funds

— £55 million returned from disposals to date

— £20 million to be delivered over next two years
Strategy

The Great Capital Partnership

— Disciplined recycling of capital from
mature assets

China
— Liquidating remaining assets from China I fund
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GCP AND CHINA

GCP comprises a number of strategically-
located properties 1n London’s West End
These provide asset management,
refurbishment and development
opportumties which dehiver strong recurrent
mcome and capital recycling potential

The Group’s Chinese investrments, managed
by Harvest Capital Partners, have been
focused on several mixed use, residential
and recail developments 1n central China

OPERATING PERFORMANCE

The Great Capital Partmership

Overall, GCP properties have continued

te perform well Compared to the UKasa
whole, occupter demand for office and retail
aecommodation in central London remains
robust For this reason ERV growth has been
maintained, increasing by 11 4 per cent
like-for-like to £14 o miullion Values also rose,
by 9 8 per ¢cent on a like-for-like basis for the
same period to £241 millton However, net
rental income on a hike-for-like basis was
down 7 3 per cent to £10 1 million following
the disposals

1n Iine with Capco’s strategy to recycle capital
from mature property assets back into the
Group’s core businesses, GCP has connnued
to dispose of properties, a process that began
1n 2010 £48 millioa (Capco’s share} has been
realised 1n 2011, with a further £27 million
in zo12 to date Aliare part of the Group’s
successful programme of disciplined capital
recycling that has taken advantage of
continuing investor appette for central
London property assects

Contracts have been exchanged to sell a
portfolio of properties located on and around
Regent Street to Great Portland Estates for
a price of £150 million {Capco’s share £75
mullion) This represented a premium of

5 4 percent to the December 2011 valuation
Thesale 1s subject to consent from the
freeholder (The Crown Estate) and the
banking syndicate It will trigger the
prepayment of some of the outstanding debt
50 net proceeds to the Group are expected to
be in the range of £30— £35 million

China

The Group’s investments in China, managed
by Harvest Capital Partners, have been lighly
preficable returning capital to the Group of
£55 million during the year The balance 1s
due to be returned over the next two vears
The sale of the ChinaIl fund produced a
return on capital in excess of 60 per cent

FUTURE PRIORITIES

Having realised over £100 million from these
two portfolios 1n 2011, the focus will remain
on contnuing to realise capital profitably to
recycle into the core business. The immediate
facus will be on closing the GCP transactions

26-40 Kensington High Street

Disposals

£103 million of capital has been
refeased from sales within GCP and
China, capitalising on the demand for
prime real estate assets

— 26-40 Kensington High Street
{included TK Maxx, Wagomama,
Urban Quthitters, Yirgin Active}

- 67-75 Kingsway
—China l and Ching |l
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QUR BUSINESS PERFORMANCE

FINANCIAL REVIEW

Valuation surplus continues
to drive Total Return

Soumen Das, Finance Director

66

38

The momentum in the operating business
during 2011 has been reflected tn strong
results for the year. Capttal has been

recycled into the Group’s core activities
whilst fresh Capital has been raised through
the equity 1ssue and debt refinancing.

Our prudent balance sheet and commutted
Jacilities position the Group well for the
year ahead. , ,

The results for the year reflect the Group’s asset management strategy
supported by the continued strength of the central London property
market Asa result, the Group has generated strong returns with

a pre-tax profit of £161 9 million, compared to £132 5 mullion for the
previous year

Like-for-like capital values increased 9 2 per cent With little
movement 1n yield across the year, this can be attributed to ERV
growth and a step change n value achieved 1n the second half of the
year on the Group’s investments at Earls Court

Net vental income remained consistent with that of the prior year at
£69 million, although this masks a number of significant acquisitions
and disposals

In May, the Group completed a placing of 6z 1 nullion new ordinary
shares ata price of 162 pence per share to fund acquisition opportunines
at Covent Garden This placing generated gross proceeds of £100 6
mullien, and increased the number of ordinary shares in1ssueto 683 o
million As the capital raise was structured as a placing at market value,
no adjustment to prior year comparatives has been made

In November, the Group concluded a refinancing at Covent Garden,
securing a £300 miullion debt facility to refinance an existing loan of
£223 millton due to marure in 2013 This extended matunty of the
debt to October 2016, with a further two year extension available at
the Group’s option subject to meeting certain financial covenants

FINANCIAL POSITION

EPRA net assets (adjusted, diluted) increased by £2z0 million or

18 pence per share since 31 December 2010, a rise of 11 7 per cent

The significant factors were the caputal raising completed 1n May,
generatng £g7 million net of expenses, and the continued revaluation
gains recorded on the Group’s property portfolio 1n 2011, most notably
at Earls Court which excluding the Empress State building {also
reported within this segment) gave rise to a like-for-like return of

10 9 per cent Covent Garden's like-for-l:ike performance was also
strong with property values up ¢ z per cent

Summary consohdated batance sheet

2011 2010
£m £m

Investment and development property 1,616 8 11,3776
Envestments 195 653
Netdebt (463 7) (476 1)
Other assets and Liabilinies {69 5) (84 4)
IFRS net assets 1,103 1 883 4
Fair value of derivative financial
instruments 36.4 539
Deferred tax on exceptional items 49 (12 5)
Unrecognised surplus on trading
propetties 10 11
EPRA adjusted nct asscts 1,145 4 9259
EPRA adjusted, diluted net assets
per share (pence) 166 148




EPRA adjusted, diluted NAV per share at 31 December zo11 increased
11 7 per¢ent 1o 166 pence, compared to 148 pence at 31 December 2010
This 1s largely the result of property valuation movements as
llustrated below

Capital expenditure and divestment

2011 has been an active year The Group has moved forward ona
number of 1ts strategic plans dniving signuficant levels of capical
expenditure This has been funded by the capital raising 1n May as
well as caputal recycling from non-core assets

2011 2010

£m £m

Acquisitions 115 10
Redevelopment expenditure 65 71
Less Divestment (118) (27)
Netcapital expenditure 62 4

Sales of non-core assets from withun The Great Capital Partnershuip and
the divestment of Chuna funds have contnbuted £118 million towards
supporting the Group to expand 1ts footprint at Covent Garden,
continye the redevelopment of the Olympia Exhubition Centre and
further the planning process for the Earls Court regeneration area

Of the £180 mullion invested, £130 mtllion relates to investments
atCovent Garden £113 million on acquisitions and £17 milhon on
redevclopments

In December the Group entered into a conditional agreement with
the Kwok Famuly Interests The agreement, conditional on obtaining
planning consent immune from challenge, 15 to acquure a 50 per cent
stake 1n the Group’s interests at $eagrave Road for £66 million,

a 13 per cent uplift on the December 2011 valuation As the agreement
remained conditional at the balance sheet date, the divestment 15 not
reflected in the table above

Future capital commitments at 31 December zo11 amount te
£14 mitlion (31 December 2010 £45 million)

China

The Group’s investments 1n China, through two Limited Partnerships
managed by Harvest Capital Partners, were substanually realised in
zo11 Profits of £30 5 million were realised during the year releasing
cash for use elsewhere 1n the Group of £55 million

The divestment of Harvest China Real Estate Fund IT has completed
Over the three year investment pened the fund generated a returnin
excess of 60 per cent on capital employed, an exceptional performance
dunng a period of economic uncertainty

The remainung fund, Harvest Chinz Real Estate Fund 1, controls two
residual assets of meaningful size One, carned at £15 million, 1s
currently contracted for sale, the proceeds from which are expected
th 2012 Thelast remaining asset 1s being actively matrketed for sale

Borrowings

Gross debt has reduced by £111 million during zo11 €73 mullion of this
was the result of refinancing at Covent Garden, net of draw down and
repayment, and £30 million related to prepayments against the Earls
Court & Olympia facility The associated swap termination <osts
totalled £14 s mullion

Since year end the Group has prepaid an additional £5 mullion (our
share) on the facility secured over the Empress State Building, a
building adjacent to the Group’s interest at Earls Court which 1s held
through a joint venture with Land Securities Group PLC The LTV
covenant on this facility has been waived unnl marunty

As part of the November refinancang at Covent Garden, the Group
secured a £300 million debt facility to refinance an existing loan of
£223 million due to mature 1n 2013 The Group took the opportunity
to utilise 1ts cash reserves more cfficiently and reduce the cash drag
on earnings, drawing the facility inuttally to £150 mullion A fugther
£g0 million 15 immediately available for use around the Group with
the residual £6o0 million available to finance existing Covent Garden
assets not currently secured, or to finance new acquisinons i the
Covent Garden area

As a result there has been little movement i net debt during the
penod, a reduction of £12 million to £464 mullion at 31 December 2011
A reconciliation of net debt is included within note 25

The Group’s debt continues to be arranged on an asset specific bass,
with limited or no recourse to the Group

Group debt ratios were as follows

2011 2010
Loan-to-value 29% 35%
Intetest cover 136% 130%
Weighted average debt matunity 3 6 ycars 3 o years
Weighted average cost of debt 5 8% 59%
Proportion of gross debt with interest
rate protection 95% 95%

The capital raising and debt repayments have strengthened the
Group’s financial position with a loan-to-value rauo of 2g percent
providing a reasonable degree of financial flexibiliy
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OUR BUSINESS PERFORMANCE

FINANCIAL REVIEW CONTINUED

As aresult of refinancing, average debt maturnity has been extended to
3 6 years with the first significant marurnty due in February 2013 The
weighted average cost of debt was 5 8 per centas at 31 December zo11,
but has fallen to 5.2 per cent as at the date of thus report

A detailed breakdown of the Group’s debt maturity 1s shown in note 25
of the consolidated financial statements

Financial covenants apply to £543 million of asset specific debt The
two main covenants are Loan-to-Value (“LTV”) and Interest Cover
(“IC™)y Theactual requirements vary and are specific to each loan
Currently £169 mullion of non-recourse loans have no LTV requirement

The Group has cash and available facilities of £245 mullion and 15 in
compliance with all of 1ts asset specific loan covenants Full details
of the loan financial covenants are shown on page ng

Derivatives

The Group’s policy 1s to substantially elirminate the short and
medium-term risk arising from interest rate volatihity The Group’s
banking faailities are arranged on a floating-rate basis, bur swapped to
fixed-rate or capped using denvative contracts coterminous with the
relevant debt facility At 31 December 2011 the proportion of gross debt
with interest rate protection was 95 per cent

Durning the yeat, 1o take advantage of the low interest rate
environment, the Group entered into derivative contracts providing
interest rate protection on debt with a nominal value of £150 million
The protecuon starts after the Group’s first signuficant debt maturity
1n 2013 and extends through until zo16

The farr value provision for financial derivatves has fallen from
£54 million to £36 million during the vear, 1n parcdue to termuination
payments made during the year of £14 5 millien

CASH FLOW
As set our in the summary consolidared cash flow below, during the
year the Group’s unrestricted cash fell by £98 ¢ million

2011 2010

£m £m

Underlying eperating cash generated 49.6 5t 8
Ner finance charges paid (36.7) (40 1)
Ner movement in working capiral {10 3) {9 2)

Recurring cash flow from
opcrations 2.6 25

Property development/investments (161 1) (26 8)
Sale procecds of property/investments 103 2 286
Demerger costs (r.3) (40
Exclusivity Agreement with LBHF (15 o) -
VAT recewved on internal restructure 22.2 -
Penston funding (36) -
Taxes paid {1.4) (2 6)
Cash flow before financing {s4 4) (2 3)
Financing (300) 172 9
Termination of 1nterest rate swaps {14 5) (74)
Net cash flow (93 9) 163 2

40

Recurring cash flow from operanions has remained consistent
year-on-year with the reduction 1n operating cash flow being offset
by a fall in finance charges paid Surrender premiums linked to the
Group's reposttioning strategy at Covent Garden have principally
driven the movement 1n working capital

Significant non-recurring cash flows can be summarised as follows

Proceeds generated from the sale of non-core propernes within The
Great Capital Partnership generated £48 million while the divestment
of China funds returned £55 million to the Group during the year

Cash applied to the development of property and investments during
the period ts due principally to the acquisition of investment properties
at Covent Garden {£ 94 rmilion), and development activity at both Earls
Courtand Olympia(£45 million) Smaller acquisinions and redevelopment
activity across the Group’s other assets account for the balance

In July the Group entered inte an Exclusivity Agreement with LBHF,
the consideranion for which resulted in a cash payment of £15 million
The agreement gives both parties one year of exclusivity in relation to
discussions around LBHF's land and its inclusion wathin Sir Terry
FarrelP’s Masterplan

The Group seeks to optimise its corporate structure to align with 1ts strategy
Due toan internal reorgamsation in November to segregate the operating
business at Earls Court and Olympia from the development epportusty,
an internal sale and purchase was determined to constitute a VAT supply
between two internal VAT groups Attheyearend inputVATof £22 2
mullien had been receved from HMRC but, due te the timing of returns,
the equal and offsetting outputr VAT was not settled until January zo12

As part of the reorganisation of the EC&C Venues busiiess, the workforees
of Earls Court Limited and Olympia Limited were amalgamated into
Olympia Limited As a result, Earls Court Limited ceased tobe a
parucipating employer of the EC&C final salary pension scheme which
necessitated a payment of £3 & millton to the scheme On 31 December
2011 the final salary schemne was closed to future benefit accrual The
actuarial valuation of the scheme at 31 December 2011 reflected a surplus
of £1mullion As the Group has an unconditional night to refund upon the
scheme’s closure, the asset has been carried on the Group’s batance sheet




Financing cash flows included the capital raistng 1n May zo11

which generated £97 million, net of expenses This was offsct by the
refinancing at Covent Garden, resulting 1n a cash outflow of £77 million,
and Earls Court & Olympia debt prepayments of £30 million

Dividends paid of £9 6 million reflect the final dividend payment
made in respect of the 2010 financial year and the interim dividend 1n
respect of zo1t A total of 1 5 pence per share was paid during the year

FINANCIAL PERFORMANCE

Underlying earnings

The Group has presented an underlying calculation of profit before
tax and adjusted earmings per share figures 1n addition to the amounts
reported under IFRS Like the EPRAadjusted earnings measure,
these amounts exclude the effects of gains and losses associated with
ivestment property valuations, fair value movements on financial
denvatives, but also exclude certain excepuional items The Directors
regard this presentation to provide useful information on the
underlying performance of the business

Summary consolidated income statement

201 2010
£m £m

Net rental income 690 690
Other income o8 a1
Gain on revaluation and sale of investment
and development property 1233 134 6
Profit on sale of available for sale
investments 3058 -
Administration expenses (22 2) {23 9)
Net finance costs (35 2) (46 3)
Other items (43) (10}
Taxation (82) (09)
IFRS profit for the year 153 7 1316
Adjustments
Gain on revaluation and sale of investment
and development property (123 3) (134 6)
Profit on sale of available for sale
Investments (305) -
Change in fair value of derivative financial
instruments {14 1) 03
Excepuional finance costs 145 71
Demerger costs - 53
Remeasurement of deferred consideration 42 (o 7)
Other adjustments (0 8) o6
Taxarton on non-underlying 1tems 58 {0 4)
Underlying profit after tax 95 g2
Underlying earnings per share (pence) 14 15

Underlying profitafter tax increased from £9 2z million to £9 5 mullion
and underlying earnings per share decreased from 1 5 pence to 1 4 pence

Net rental income

Like-for-like net rental income was £65 9 million, an increase of 2 z per
cent At the headline level the Group’s net rental income remained
consistent with the prior year at £69 o million This masks the impact of
acquisitions at Covent Garden, an mcrease of £1 4 million, and disposals
within The Great Capital Partnership, a reduction of £1 8 muliion

The annualised impact of acquisitions at Covent Garden in zoi1 1s
expected to be £3 mullion The annualised impact on net rental income
attributable to disposals within The Great Capital Partnership in zo111s
expected beto £2 1 mullion The properties contracted for sale from The
Great Capital Partnership so far in zo1z represent a further £5 ¢ mullion

At Covent Garden, net rental itncome increased by £2 1 million to
£27 8 million an increase of 5 3 per cent on a hke-for-like basis This
tncrease was largely the result of acquisitions, £1 4 million, and new
lettings which achieved anincrease of £0 9 mullion A property swap
completed 1n February, which comprised the disposal of a property
on the periphery of the cstate for a strategie prazza facing freehold
mnterest, had an adverse impact of £0 s mullion

The Great Capital Partnership generated net rental income of

£11 o million {our share),a decrease of £2 6 million, 73 percenton
a like-for-like basis due to the continued strategy of disposing of
NON-core mature properties 1n support of the Group's core
investments Void costs increased by £0.5 million duning the year, the
result of exercising break clauses to facilitate redevelopment and sale
Disposals achieved 1n 2010 and zo11 reduced recurring net rental
income by £1 8 mithen

Earls Court & Olympia, which includes the Group’s interest in the
Empress State Building, increased by £1 1 mullion, 3 1percentona
hke-for-like basis to £30 z million This increase isattributable to new
shows and increased take-up at Olympia, The index-linked tease on the
Empress State Building continues to deliver annual increases linked

to RPI which, excluding a one-off adjustment of £o 3 mullion in 2011,
resulted 1n an increase of five per cent for the year Subsequent to the
balance sheet date, the Group has disposed of 1ts interests in The
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OUR BUSINESS PERFORMANCE

FINANCIAL REVIEW CONTINUED

Brewery, an operating business based in the City of London, which
contributed £0 8 mullion to net rental income 11 2011

Historically the Venues business has controlled 2 number of properties
that were reported within its EBITDA which contributed £1 2 million
1o netrental Income (n 2011 As a result of the internal reotganisation
and the closure of the Earls Court & Olympra defined benefit pension
scheme referred te above, £Eo 9 mullion was included within the EC&Q
segmental result but not the Venues EBITDA Therefore EBRITDA of
the Venues business fell by £0 4 million to £18 5 mullion 1n the year to
31 December 2011

Lease incentives of £1 1 million were incuded within net rental income
for the year

Property valuation
Property valuation gains of £123 3 million (2010 £134 6 million) include
unrealised gains of £119 4 million and realised gains of £3 9 million.

With Little movement 1n ytelds, valuation gains tn zo11 have been
predominantly income dnven Covent Garden expenenced like-for-
like ERV growth of 8 8 per cent, while ERV within The Great Capital
Partnership increased by 11 4 per cent on a like-for-like basis reflecting
the positive sentiment 1n the central London property market

Fees and other costs relating to acquisitions account for the majority
of the revaluation losses of £7 2 miilion recorded on acquisitions
during the year

A step change 1n the valuation basis of the Group’s interests at
Earls Court was achieved in the second half of the year Under
International Financial Reporting Standards the Group’s valuers
are required to consider the highest and best use when valuing
investment and development properties carried at fair value The
highest and best use valuatien of the Earls Court exhibition halls
at 31 December 2011 was considered to be aland value having regard
for redevelopment potential Thus contributed to a like-for-hike
revaluation surplus of 10 9 per cent recorded on investment
properties held at Earls Court & Olympia which ateributed a land
value of £8 6 mullion per acre to the site This reflects the Group’s
efforts toward achieving planning consents on the ECOA which
are discussed further in the Operatng Review

The Group’s trading properties were impaired by £0 1 million

{2010 £0 1 muilion) where the fair value was determined to be less than
original cost In aggregate the Group’s trading properties have an
unrealised valuation surplus of £1 milhion at 31 December 2011 which
has not been recognised in the financial scatements

Administration expenses

Underlying administration expenses increased by £3 6 million to
€22 2 milllon This was in line with expectauon and s astributed to
mncreased head count and establishment costs, the result of becoming
a standalone business sn May zo10

Net finance costs

Excluding gains and losses on the change 1n fair value of denvatives
and one-off costs incurred on the termination of interest rate swaps,
underlying net finance costs for the year of £34 8 mullion have
decreased by £4 1 million This reduction refiects the full year impact
of prepayments 10 2010 together with prepayments of £30 million
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made during zo11 The November refinancing at Covent Garden
further reduced average debt levels during the latter part of the year

Taxation
The net tax charge for the year ended 31 December 2011 was £8 2 million

The tax charge on underlying profits is £2 4 mullion reflecung an
underlying tax rate of 2o per cent The underlying tax rate 1s lower
than the standard rate of UK corporation tax of 26 per cent (28 per cent
In z010) due to capital allowances

‘The tax rate on underlying profit 1s expected to trend toward the
UK corporation tax rate in the medium term The standard rate of
corporation tax will be 23 per cent from 2014

Contingent tax, the amount of tax that would become payable on

a theoretical disposal of all investment properties held by the Group,
15 ml (2010 £10 4 million) The conungent tax posinion 15 arrived at
after allowing for Group loss rehief

Derivative valuation

Due ro the macroeconomic factors durning the year, longer term interest
rates have fallen 1n excess of 1 per cent Shorter term rates however
remain reasonably stable year-on-year although LIBOR has risen With
an average debt matunty of 3 6 years the contraction 1n long-term rates
has had lirtle overall impact at a Group level

The valuatten movement of £14 1 million arose 1n part from the
termination payments made during the year of £14 s mullion

Exceptional items

In addition to revaluation surpluses on investment and development
property and fair value movements on dertvative financial
instruments, exceptional 1items which have been removed from the
calculation of underlying profit include

— Finance charges totalling £14 5 million which were recorded on
the terminacion of interest rate swaps arising on debt repayments
and prepayments of £252 million, €223 million 1n relation to the
Group’s refinancing at Covent Garden in November and £30 mullion
1o relation to the facility secured over Earls Court & Olympia,

— As part of the Group’s 2009 acquisition of the non-controling
interest’s share 1n Earls Court & Qlympaa, a deferred consideration
payment becomes due based on a number of factors including a
potential redevelopment of the site and the outcome of the planning
process With the Group having submitted 1ts planning application
1n June relating to the full Earls Court regeneration area, the
provision has been remeasured resulung in an exceptional charge
of £4 2 million,

-~ Following divestment of the Group’s interests in China, profits
of £30 5 million have becn realised These have been treated as
exceptional given their non-recurning natuere,

— Other income comprises exceptional credats of £o0 8 million
These relate to a non-recurring VAT claim settled with HM Revenue
& Custormns and a non-refundable deposit received by the Group,
taken to income as a result of an incompleted transaction

Financial strategy
Our policy 1s to optimise the Group’s weighted average cost of capital
by using an appropriate mix of debr and equity The Group follows




asecured debt strategy as 1t believes thus gives better access to
borrowings and at lower overall costs

The Group’s botrowings are secured against large pools of asscts
Importantly, the recent refinancing ar Covent Garden provides
flexibrlity to fund expenditure elsewhere in the Group

The Group’s financial structure 1s monitored with reference to
guidelines approved by the Board

Group Treasury operates a formal treasury policy covering all aspects
of treasury acuvity including funding, counterparty exposure lumits,
management of interest rate risk, currency and liquidity nsks The
Board receives regular reporrts on compliance with these policies,
which are reviewed on an annual basis.

South African listing
The Group mantains a secondary listing on the JSE Limuted which 1s
classified as an “inward” lising

Institutional investors who received Capco shares upon demerger
were 1tutially givena two year exemption to allow time to realign their
portfolios The exemption was due to expire 1n May zoiz During zon
the Group applied to the South African authonties for an extension
which was granted for a further 12 month period

However, tn a major new policy on exchange control introdaced by the
South African National Treasury, as of December zo11 all inward shares
have been reclassified as “domestic” shares for trading purposes This
reclassification means that the previous Irmirs on holding Capco shares
under exchange control regulations have been removed for South African
nstitutional investors in the Group, if those shares were acquired on
the JSE Inadditon Capco 1s now eligible for certain JSE indices

At 31 December 2011, 21 per cent of the Group’s shares were held on
the South African register

Headlhine earmings per shate, 2 JSE measure, stood at 2 pence per share
for the year 10 31 December 2011

Going toncern
Economic conditions remain challenging, however the Group has
aprudentbalance sheet and sufficient cash and available facilhines

2011 EPRA Performance measures

Measure

to meet both 1ts ongoing and foreseeable future commuitments The
Group recently refinanced a significant amount of 1ts debt secured over
Covent Garden, extend:ing its weighted average debt maturnty With
suffictent headroom against financial covenants and a significant pool
of unsecured assets there continues to be a reasonable expectation that
the Company and the Group have adequare resources to continue in
operational existence for the foreseeable future

Accordingly, the Directors continue to adopt the going concern basis
1n preparing the 2011 annual report and accounts

Dividends

The Company 1ntends to grow 1ts dividend as the success of 1ts asset
plans 1s reflected 1n underlying profit, whilst taking 1nto account
furture commitments and providing for the financial flexibility
tequired to maximise long-term shareholder value

The Board has recommended a final dividend of 1 o pence per share
taking the total dividend for the year to 1 s pence per share Subject to
approval at the Company’s Annual General Mecting the dividend will
be paid on 21 June zo012 to shareholders on the register at 18 May 2012

Subject to approval at the Company’s Annual General Meeting, the
Board intends to offer an optional scrip dividend scheme which will
apply to the zo11 final dividend The serip dividend scheme will give
shareholders the right to elect to receive new ordinary shares in the
Company mstead of future cash dividends At the Darectors’ discretion,
the scrip dividend scheme may also be offeced 1n respect of any future
finzl or internim dividends

Soumen Das
Finance Director

29 February 2012

Defirihon of measure

Adjusted earnings Recurring earnings from core operational activity £48 om
Adjusted earnings per share Adjusted diluted earnings per weighted number of ordinary shares 73p
Adjusred nert assets Net asset value adjusted to exclude fair value movements on interest rate swaps £1,145m
Adjusted net assets Adjusted diluted net assets per share 166p
per share

Triple net assets Adjusted net assets amended to include the fair value of financial instruments and debt £1,118m
Triple net assets per share Diluted triple net assets per share 162p
Netininal yield Annualised rental income less non-recoverable costs as a percentage of market value plus assumed 41%

purchasers’ costs

Topped-up 1ninial yield Net 1nutial yield adjusted for the expiration of rent free periods 4 4%
QOccupancy ERV of occupied space as a percentage of ERV of combined portfolio 94 3%
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QOUR BUSINESS PERFORMANCE

CORPORATE RESPONSIBILITY

At the heart of Capco’s
business activities

Ian Henderson, Chairman of the Corporate Responsibility Commuittee

14

Tam satisfied with the progress we have made

to promote sustainable place-making which enhances
the environment and with the benefits our education
programme provides to young people. , ,

INTRODUCTION

Corporate Responsibtlity 1s at the heartof
Capco’s business acuvities, central to our role
as a place-maker and to our working practices

We are 4 young company and as we grow we
aim to build a repuration for being responsible
and ethical in all aspects of our business. Many
of the goals we have set have been metand
1am sansfied with the progress we have made
1n promoting sustainable place-making and
with the benefits our education programme
provides to young people

Ian Henderson CBE
Chairman of the Corporate
Responsibilicy Commuittee

29 February 2012
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The two threads of Corporate Responsibility
that run through our business are
environment and commumty These broad
themes have a matenal impact on the areas
wherc our assets are based

with regard to our environmental strategy,
an example of our innovation 1s the recently
launched Carbon Voyage Scheme at EC&O
Venues This provides solutions for freight
and delegate travel aimed at reducing costs
and carbon emissions

Of particular note 1n our community strategy
15 the Covent Garden Business Enterprise
challenge 1n which a total of 550 young people
worked 1o design a product that could be sold
10 the Apple Market and developed their
business skills 1n the process

We value the feedback received from our
stakeholders on environmental and
community 1ssues and these views ifluence
the design of our furure strategy The
opinons of our employees are taken into
consideration when determining the
direction of our human resources strategy

GOVERNANCE

The CR Commuttee, which 1s chaired by [an
Henderson, ensures that CRaimtiatives are
firmly aligned with corporate strategy The
implementanon of strategy s driven by the
CR Executive Committee, which i1s chaired by
HR and CR Directot, Jill Pett Capco alsohas

a Charity Commuttee, chaired by lan Durant

Capco’s Business Code of Pracuce and
company policies set out leng-term
commitments to high standards of social,
ethical and environmental practices They
also frame the CRannual objectives which
areset and reviewed every year

PROGRESS

In last year’s Annual Report we set out our
CR objectives for 2011 and we are pleased that
wc have made progress against our goals

We have set ourselves stretching aims
for the year ahead that will take our CR
strategy forward 1nto the next phase of
our development

In this section we report on progress made
and future intentions

Key

00
OO
QO®

Some progress

Sausfactory progress

Good progress




Commitment made
last year

Progress

What we achieved 1n 2011

2012 objechve

Corporate CR Strategy - embedded into the fabric of our day-to-day work

To develop and implement
CR Policy across the
Group, review every three
years and seek full
comm:tment from all
members of staff

>OO0

CRintiatives aligned to corporate strategy by the Board
CRCommuttee

CRstrategy 15 driven by the CR Executive Commuttee

Continue to build engagement
with the CR agenda across
the Group

To 1dentify and manage
CR-related risks through
a formal and externally
evaluated annual review

COO®

CR-related risks are included 1n the Capco risk register and
reviewed externally by Environ annually

Further informaton on the risk management process 15 set
out in the sectton beginning on page 14

Any areas of concern are escalated to the Board

Conunue to manage potential
risks with care, escalating concerns
promptly where appropriate

To mawntain and enhance
accreditations to CR
related indices

~O®®

EC&C Venues was successfully recerufied to the BS 8901
Sustainable Event Management System and has chatred the
Association of Event Venues Sustarnability Group which
encourages best practice in the global events industry

Capco's accreditation 1n the FTSE4GOOD Index was
retained with an 8o per cent ratng

Participate in the 2012 Carbon
Disclosure Project index

Measure aur performance
using the Global Reporting
Iniziative (GRI)

Maintain membership of
FTSE4GOQD and consider
membership of another
leading index

To implement sponsorship
and charitable objectives
that support the
communities in which the
Group nvests, focusing on
projects designed to assist
10 the development of
young people

~OOO

This year the Group donated £118,217 to a number of
charities, particutarly those that benefit young people
Qrganisatons that have benefited include Bedhead FC/Guy
Mascolo Football Charity, Stoll (formerly Sir Oswald Stoll
Foundation) and Interact Reading Service We continued
our partnership with the Duke of Edinburgh Award
Scheme and will be working with the Scheme to extend
our work with young people in London

The EC&0 Charitable Trust builds close relationships
with EC&0’s immediate community and celebrates

1ts 1oth anniversary this year To date, it has given
approximately £200,000 to chantable causes within the
London Borough of Hammersmith and Fulbham and in
the Royal Borough of Kensingron and Chelsea

Support Iniearves 1N Commautnities
1n which we invest We particularly
wish to help organisations that
support the well-being and
development of young people

1n London with an emphasis on
homelessness, education, health
and sport We will participatein
and support appropriate charicies
linked to the property industry
and we will continue our
long-standing involvement with
associaniens that help injured
service personanel.

Environment - our creative and holistic approach to place-makang protects the environment where our estates are based

To develop and refresh
Capco’s Environmental
Policy and Guiden
support of the evolution
of the business

~O®0®

We have established an Environmental Commitree
which includes participants from across the business and
1s developing our environmental policy and ensuring
consistency of implementation across the Group

EC&O Venues has 1ts own sustainability policy, which s
promoted to 1ts customers and subject to regular review
This can be viewed on the website at www eco co uk/
sustainabiliry

In 2011, EC&0 Venues launched the first sustainable
travel system of 1ts kind worldwide 1n association with
Carbon Voyage

Produce a carbon footprint map
for Capco

Monttor and assess the success of
EC&C Venues’ participation 1n the
Carbon Voyage scheme
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QUR BUSINESS PERFORMANCE

CORPORATE RESPONSIBILITY CONTINUED

Commitment made
last year

Progress

What we achieved in 2011

2012 objective

Tosupport and comply
with the requirements of
the Carbon Reduction
Commitment (CRC)
Energy Efficiency Scheme

O

Our zot1 data has been approved as compliant

Continue to ensure our compliance
and manage our parucipation in
the CRC scheme

Achteve a 5 per cent
reduction 1n carbon
emuissions for 2011

~O00

We achieved a reduction of 3 per cent against our target,
this equated to a reduction 1n consumption of 8 z per cent
1n terms of KW hours

Aim for a 5 per cent reduction

1n consumption on a hike-for-like
basis against zou figures as

a benchmark

Review the existing Energy
Performance Ceruficates for
Covent Garden to assess existing
performance levels and idenufy
areas of concern

Undertake a pilot study at Covent
Garden to prepare Display Energy
Certificates for several buildings
and review the findings

Idennfy and maximise
recycling opportunities,
minimising the volume
of landfill waste

~OO®

At Covent Garden we appointed a new refuse contractor,
and aim to achieve zero kandfill waste from the Market
Building All non-recyclable waste will be taken to an
Energy Recovery Plant or Matenial Recycling

Facility (MRF)

Waste segregation from our Covent Garden construction
sites 1s being logged using online programme ‘Smartwaste’
to minimuse landfill At The Hennetta development we
implemented robust segregation of waste, allowing 85 per
cent to be recycled

Arour head office we have installed desk-side recycling
boxes and recyclhing bins on cach floor Cur recyching
company uses an MRF site 1o maximise recycling
opportunities Any non-recyclable waste 1s used as fuel for
energy recovery by incineration

A to tncrease waste recycling

from our Covent Garden tenants,

produce reliable statstical daca for

ongoing monitering and |
tnvestgate oprions for rolling chis |
QUL ACrOSS our estace I

continue to work closely with our
CONtractors to minimise waste sent
ro landfill

Develop and implement
2 process (o monitor
efficiently warter usage,
wdentifying and
implementing measures
1o reduce consumprion

" OO0

We have made limited progress in this area

Assess ways 1n which we can
creare efficienctes through
improved monitoring and
reduced consumprion

Continue to focus
development initiatives
on the regeneration of
brown-field sites and the
sensitive and appropriare
renovation of

EXISIINE Properues

~OO®

During our development work at The Henriettain
Covent Garden, we preserved as much of the existing
building as possible, including most of the structure,
wall tles and windows Fireplaces were retained for
use on furure projects

LED lighting was introduced 1n areas of The Flower
Cellars development in Covent Garden to reduce
electricity consumption

The new West Hall at Olymp1a has one of the most efficient
heavily leaded suspended floor slabs 1n the counrry,
providing a saving of 15 per centon 1ts carbon footpring
compared with other forms of construction

Sustainability and the environment continue to sit at

the heart of the Masterplan for the ECOA and leading
environmental consultants Beyond Green are an invegral
part of the design team

Minimise energy consumption and
CO2 emissions during the design
phase of the Seagrave Road
development 1n line with the
Mayor’s energy strategy Thus will
include using energy efficient
building matenals and creanng a
sustainable living environment

Continue to review the inclusion

of sustainable elements in our

development programme to suit '
our occupiers




Commitment made
last year

Progress

What we achieved in 2011 2012 objective

Health and Safety - regular reporting and monitoring

To promote our Health &
Safery (H&S) Policy across
the orgamisation and to
suppliets, to report and
monttor its effectiveness
and comply with the
requirements of the
Health and Safety at
Work Directives

COO®

The Group H&S Committee, which 1s chaired by the Update the H&S Management Plan
Investment Director and includes representatives from all and further tmprove our H&S
parts of the business, meets twice a year reporung across the Group

The Capco Board and subsidiary Boards receive regular
H&S reports

In add:ition, each business holds its own meetings and
promotes H&S with suppliers and contracrors

An internal zudit of H&S procedures has been completed

Local Communities - we make d positive impact on the local communities where our assets are located

To engage comprehensively
with thelocal communities
where our assets are [ocated

~O®®

Earls Court

The EC&OQ Venues Directors host regular residents’

meetings at both Earls Court and Olympia and havea Continue to support community
dedicared residents’ page on the website wwweco o ukin  ProJects whichspecifically benefic

order to maintain ongoing dialogue with the community young people in London and 1n the
areas where our assets are located
Four public consultation exhibicions for the ECOA

Masterplan were held at the Earls Court Exhibition Centre
1n March zo11 and were attended by over 1,000 people who
Live in the area

Following feedback from these exhibitions, changes were
made to the Masterplan A second series of exhibinionsin
June showcased these changes and unveiled the proposals
for the Seagrave Road site Over 400 people attended

Award-winning project website www myearlscourt com
continues to be used as an effective 100l to engage with
local communities, Attracting Over 20,000 unique vISIOTS
n 20t1

An education project with two local primary schools

1n Earls Court focused on the past, present and future
of the area and environmental 1ssues Year 6 at Fulham
Primary School won a Research Award at Hammersmith
& Fulham’s Children’s Parliament for their presentation
on regeneration

For the second year ranning, Capco sponsored the
community arts event, The Earls Court Festival

Covent Garden

The Covent Garden team continues to build on 1ts strong
relationship with the Covent Garden Area Trust Tenants
and local community groups were engaged and updated on
the public realm improvements and works to King Street
and the Plazza

The “Take Two' education project was designed toengage
46 pupils from rwo schools 1n Camden and Westminster in
¢rime and community safety 1ssues through digital media
The Covent Garden Business Enterprise challenge
benefited a total of 550 young people

We also supported Citrus Saturday, an educational
initiative by University College London for 13 and 14 year-
olds that combined a business skills training programme
wtth experience of selling citrus-themed food and dnnk at
Covent Garden stalls

We have always encouraged our contractors to employ local
skills and at our Flower Cellars development over go per
cent of labour was from London boroughs
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QUR BUSINESS PERFORMANCE

CORPORATE RESPONSIBILITY CONTINUED

Commutment made
last year

Progress

What we achieved in 2011

2012 objechive

To engage comprehensively
with our shareholders.

>0

Qur Executive Darectors, Chairman and Deputy Chairman
engage regularly wich shareholders and 1nvice dialogue

As an example the Executive Directors undertook 971 1
meetings with shareholders during 2011 Inadditron,
members of the UK Shareholders Association were invited
to a strategy briefing from the Chief Executive and
Finance Director

Continue to encourage sharcholder
involvement in business strategy
and dialogue with the Executive
Duirectors and Chairman

To provide the highest
quality of property
management and customer
service across the Group,
where possible meeting
fulty the objectives of
shoppers, occupiers and
visttors, and to promote
ApPropriate practices

for the occupancy of

~OO®

our properries

EC&O Venues received The Venue Team of the Year award
at the AEQ Excellence Awards and was highly commended
1n the category of Exhibition Venue of the Year at the
Events Awards

To further ¢enhance our property
management strategy for the
benefit of all stakeholders

Capco people - we employ people with a diverse range of experience and expertise

To engage comprehensively
with our staff

COO®

Staff are kept abreast of any major developments
through CEO business briefings

Emails regarding community events are circulared o
head office staff

Launch corporate intranet site to
improve internal communications

Implement internal development

programmes that will enhance

the capability and performance of \
aur people

Introduce succession planning at
all levels within the business

To encourage employees to
engage in CRinitiatives
and contribute 100 Group
employee hours to
supporting these projects

To connnue to develop
Group staff as good
corporate citizens whilst
encouragung them to
undertake their own
charitable emitratives
through the staff

COOO

recognicion fund

1n 2011 the Group gave £118,217 in charitable donanons

Employee fundraising of £2,100 was matched by the Capco
staff recognition fund

Over 100 Group employee hours were contributed 1o
supporting Capco’s intttatives Inaddinion, Capco
employees undertook a number of personal fundraising
mminanves including triathlons, volunteenng for Crisis
at Christmas and cake sales

Continue to encourage employees
to engage in CR 1ninarives and
contribute 120 Group employee
hours to supporting these projects

We will encourage individual
fundraising acavities of our people
and their immediate families
through the staff recognition fund
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Health and Safety

As explained on page 46, the reporting of
urgent or serious matters 1s menitored by the
Group Health & Safety Commuttee and the
Board as necessary and performance 1s
monitored by independent exrernal advisers
With esttmated combined visitor numbers

of more than 50 million 10 EC&Q and Covent
Garden, there were 22 RIDDOR aceidents
reported for the year and no prohibition
notices served Inrespect of the 445 employees
there were 4 reportable incidents

People

The number of people employed across the
Group at the year end totalled 445, of which
sz are based at head office Quraim istobe
the employer of choice 1n our sector Asa
consequence of recruiting the best people
with entreprencurial flair, we have high
performing staff who deliver Capco’s
demanding business plan

Dunng zo1z we will be launchung an internal
people brand ‘MyCapco’ which will
incorporate the following areas performance,
reward, learning and development, giving
back and well-being Under this new unternal
brand we will be launching a number of
people-related ininiattves including alearming
and development strategy

Typrcally, we accelerate career development
for individuals by giving them significant
responsibility early in their careers Qurfast
moving business requires high performance
atall levels so we have introduced a new
review process that measures performance in
key skills and sets individual objectives that
are clearly linked 1o Company strategy We
believe that high performance should be
recognised and therefore bonus awards are
linked to ratings recetved during the review
process Furthermore, as partof our
remuneration strategy employees participate
1n our share schemes ensuring alignment to
business strategy

We value the well-being of our workforce
and aim to encourage healthy and balanced
lifestyles Diversity 1s important to us and we
tecogruse the business benefits of employing
people with varied outlooks The ratio of
women to men within our Senior
Management team 151 1 Information on our
approach to Board diversity can be found in
the Governance section on page 53

Our people are supported 1n their
professional development through further
academuc study We currently have a number
of graduates working towards their final
RICS APC assessment and two junior
members of our Finance Team are working
towards formal professional qualification

Aware of the challenges that young people are
facing entering the job market, we aim to
provide work experience placements across
the business

49

WWW CAPITALANDCOUNTIES COM

IONYWIOL¥34 SSINISNE 3nO ' 1 SSINISNE ¥NO DNIANVISHIANN l

SINIWILVLS IWIDNVYNIL N0 ‘ \ SSANISNE INO NYFAOD IM MOH \ \




HOW WE GOVERN QUR BUSINESS

BOARD OF DIRECTORS

EXECUTIVE DIRECTORS
LAN HAWKSWORTH SOUMEN DAS GARY YARDLEY
CHIEF EXECUTIVE AGE 46 FINANCE DIRECTOR AGE 35 INVESTMENT DIRECTOR AGE 46

Ian leads Capco, shaping strategy and driving
performance He has over 20 years’ expertence
in large scale global real estate development,
asset and corporate management, having been
asenier director of both Hongkong Land and
Liberty Internarional Iantsa Chartered
Surveyor and a member of leading international
ndustry bodies

COMMITTEE MEMBERSHIP

Corporate Responstbility Commirttee
Nomnation Commattee

EXTERNAL APPOINTMENTS

Association of Foreign Investors in Real Estate
Japan Residential Investment Company Limited

50

Soumen 1s an expenenced corporate financier
responsible for leading the finance funcron

of Capco which includes reporting, treasury,
corporate finance and tax Formerly an
executtve director of UBS specialising in

real estate, he joined Capco from Liberty
International having coordinated the demerger

Gary has been a sentor deal maker in the UK and
European real estate market for over 20 years
He leads Capco’s real estate investment and
development activities overseeing all real estate
transactions Previously Chief Investment
Officer of Liberty International, Garyisa
Chartered Surveyor and a former parrner of
King Sturge




CHAIRMAN AND NON-EXECUTIVE DIRECTORS

IAN DURANT
CHAIRMAN AGE 52

Ian1s responsible for the leadership of the
Board, ensunng its effectiveness and setring
itsagenda Ian 1sa Chartered Accountant with
abackground 1n interpational financal and
commetrcial management Ian’s career includes
leadership roles with the retarl division of
Hanson and Jardine Matheson, Hongkong
Land, Dairy Farm International, Thistle Hotels,
SeaContainers and Liberty International

COMMITTEE MEMBERSHIP
Nomination Committee (Chatrman)
Corporate Responsibilicy Committee

EXTERNAL APPOINTMENTS

Greene King ple

Home Retall Group ple

Greggs plc

Eurosite Power, Inc (Advisory Board member)

GRAEME GORDON
NON-EXECUTIVE DIRECTOR AGE 48

Graeme was a Non-executive director of Liberty
International for 14 years before jeining the
Board 1n May 2010 He 15 the son of Sitr Donald
Gordon, the founder of Liberty International,
and represents the Gordon Famuly Interests

on the Board

HENRY STAUNTON
NON-EXECUTIVE DIRECTOR AGE 63

A former Finance Drrecror in the media, horels
and leisure sectors, Henry was appointed to
the Board tn June zoio and became Chairman
of the Audit Comnmuttee shortly afrer in July
zoto Previously Finance Director of Granada
and I'TV

EXTERNAL APPOINTMENTS
Creative Investments Limired
CFS—Europe¢ Limited
Fieldsrall Limiced

Mymarket Limited

COMMITTEE MEMBERSHIP
Audit Committee (Chatrman)
Remuneration Committee
Nominatton Committee

EXTERNAL APPOINTMENTS
Legal & General Group PLC
Merchants Trust PLC

WH Smuith PLC

Srandard Bank PLC

IAN HENDERSON CBE

NON-EXECUTIVE DEPUTY CHAIRMAN

AND SENIOR INDEPENDENT NON-EXECUTIVE
DIRECTOR AGE 68

Formerly Chief Executive of Land Securities
Group PLC, Ian, a Fellow of the Royal
Insatution of Chartered Surveyors, has been
widely involved 1n property industry marters,
including being a past President of the
British Property Federation

COMMITTEE MEMBERSHIP
Remuneration Comumuittee {Chairman)
Corporate Responsibil:ity Committee
{Chairman)

Audit Committee

Nomination Committee

EXTERNAL APPOINTMENTS

Capital Shopping Centres Group PLC
Ishaan Real Estate PLC (Chairman)

The Narural History Museum

The Royal Albert Hall

Evans Management Limited

Dolphin Square Foundation (Chairman}

ANDREW HUNTLEY
NON-EXECUTIVE DIRECTOR AGE 73

A chartered surveyor with 40 years” experience
who rose to be Chairman of Richard Ellis from
1993 10 2002

COMMITTEE MEMBERSHIP
Remuneration Committee
Nominatton Committee

EXTERNAL APPOINTMENTS

Metric Property Investments PLC (Chairman)
Capital Shopping Centres Group PLC

Miller Group Ltd

Ashfern Developments Lrd

ANDREW STRANG
NON-EXECUTIVE DIRECTOR AGE 59

Andrew was the Managing Director of
‘Threadneedle Property Investments Limited
for 17 years unul January 2008 He was
Executive Chairman of Hermes Real Estate
Investment Management until zon

COMMITTEE MEMBERSHIP
Audit Commuittee
Remuneratton Committee
Nomination Commuttee

EXTERNAL APPOINTMENTS

Capital Shopping Centres Group PLC
British Property Federation

AEW UK (Member of Envestment and
Governance Committees}

Nerges Bank Investiment Management
(Real Estate Advisory Board member)

WWW CAPITALANDCOUNTIES COM 51

FONYWEOS43d SSANISNG dNO ‘ SSANISNE 4NC ONIGNVISYIANN I

SSINISNG ANC NYIAOD IM MCH ‘ ‘

SINIWILVLS TYIDNVNI 3nO




HOW WE GOVERN OUR BUSINESS

CORPORATE GOVERNANCE

Good corporate governance

underpins Capco

Ian Durant, Chairman

“ We are commaitted to maintaining the high corporate
governance standards we have set ourselves, and Board

dwversity 15 a ey focus. , ,

Statement of Comphance with the UK
Corporate Governance Code
Throughout zo11 the Company complied
with all relevant provisions set out in the
UK Cerporate Governance Code, except that
from 1January 2011 to 4 February zo11 less
than half the Board comprised independent
Non-executive Direcrors Following David
Fischel’s deciston to step down from the
Board in February 2011, the Company
became fully compliant with the Code

Provision

Biz

Details of non-compliance

From 1 Januaty 2011 to 4 February 2011 less

than half the Board comprised independent
Non-executive Directors

Explanation

The Board appointed on demerger from
Liberty International PLC was felrto offer
continuity to sharchelders and to remove
the nisk of introducing a number of new
Directors to the Company within a short
period of time Immediately following the
demerger a search was inihated for an
addinenal independent Non-execurve
Durector who would be appointed as
Chairman of the Auchit Comimnittee
Following the appointment of Henry
Staunton, and the resignation of David
Fischel, the Company 1s now compliant
with this provision
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CHAIRMAN'S INTRODUCTION

In my Chairman’s Statement I noted that
astrong corporate governance structure
underpins Capco’s culture Thave a personal
imterest in corporate governance and am
amember of the corporate governance
comnmuttec of the ICAEW and the 30% Club
which encourages increased gender diversity
on Boards Iam therefore pleased to introduce
Capco’s zon Corporate Governance Report

Goaod corporate governance underpins our
erganisation, providing a framework of
controls and reperting on which the business
operates This report describes the operation
of the Board and 1ts Commurttees and explains
how we applied the principles of good
governance set out in the UK Governance
Code last year

The repott provides inforimation on the
wide range of matters considered by the
Board and Commuttees during the year
Of these, particular attention was given to
Group strategy

Board composition remains a key focus, and
the repoartcontains an update on our ongoing
recruitment of a new Non-executive Director

Our annual Board Evaluation has helped
shape our agenda for 2012, and we set out
some of the outcomes on page 55

Capco 15 committed to maintaining high
standards of corporate governance Thisis
demonstrated by our early adoption of two
key provistons of the new UK Corporate
Governance Code last year annual re-clection
of Directors, and periodic external Board
valuations The Board will continue to
monitor corporate governance developments
and ensure that we maintain the high
standards we have set ourselves




THE BOARD

Board Composition

As at 31 December 2011 the Board comprised
the Chairman, three Executive Ditectors and
five Non-executive Directors The Non-
execunive Chairman 1s Ian Durant, the Chief
Executive 1s Tan Hawksworth and the Deputy
Chaitrman and Sentor Independent Directer
1s Ian Henderson

Board Independence

The UK Corporate Governance Code requires
that, excluding the Chatrman, at least half
the Board should comprise Non-executive
Durectors determined to be independent
Since February 2011 the Board has compnised
the Chairman, four independent Non-
executive Directors, one non-independent
Non-executive Director and three

Executive Directors

The following table sets out which of the
Directors the Board considers to be
independent Each independent Director
has confirmed that there 15 no reason why
they should not continue to be considered
independent,and the Board 1s satisfied that
they all remain independent in character
and judgement

Name Independent?
Ian Hawksworth No
Soumen Das No
Gary Yardley No
Graeme Gordon No
Ian Henderson* Yes
Andrew Huntley* Yes
Henry Staunton Yes
Andrew Strang* Yes

4 4

*Each of these Non-execurive Directors 1s considered
1o be independent as they mer the Combined Code’s
independence critena on their appointment as
Non-executive Directors of the Company’s former
parent Liberty International PLC, and confirmed their
conttnued independence on zppointment as Directors
of the Company

Board skills

Information on the skills and experience
of each Director can be found 1n their
biographies on pages 50 and 51

Diversity

There 1s currently a lack of gender diversity
oan the Capco Board The Board inrends to
make an appointment during 2012 that will
strengthen Board Diversity Following this
appointment the percentage of female
Directors 15 expected to be 10% Additional
information on Capco’s recruitment process
for Non-executive Directors 1s set out on
page 58

Daversity 18 important to Capco across the
Group The Board recognises the benefits that
diversity, including gender diversity, brings
and has adopted a Board Diversity Policy
Additionally, the Chairman 1s a member of
the 30% Club, commutted to engaging on

the topic to bring more women onto UK
corporate boards

We recognise the business benefits of
employing people with vaned outlooks

We are keen to develop female talent and the
ratio of women to men within our Senor
Management teaim is11 Further informaton
on our people practices, including our
learning and development strategies, 1s
containied 1n the Corporate Responstbility
[EPOITt ON PAZES 44 1O 49

The Davies Review on Women on Boards
recommended that companies should set out
the percentage of women they amm tohave on
their Boards in zo13 and zo1s The Board does
not feel that 1t would be appropriate to sct

targets as all appointments must be made on
meerit, however gender and wider diversity
1ssues will be taken into consitderation when
evaluating the skills, knowledge and
expertence destrable vo fill each Board
vacancy. We will ceport on Board Diversity
each year from now on

LEADERSHIP STRUCTURE

The Beoard 1s collectively responsible for the
long-term success of the Company, and for 1ts
leadership, strategy, control and management

The reoles of the Chairman and Chief
Executive are distinct and formally
documented, with the Chairman being
responsible for the leadership of the Board,
ensuring 1ts effectiveness and setang s
agenda, and the Chief Execuuve for
developing the Company’s strategic direction,
implementing policies and strategies decided
by the Board and managing the business 1n
the most effective way possible

Day-to-day management of the Group1s
delegated to the Executive Directors, subject
to formal delegated authoerity Limits, however
certain matters have been reserved for
consideration by the Board ‘These matters,
which are reviewed annually, include
decisions on the composition of the Board, its
Committees, Company strategy, sighificanc
funding decisions and corporate transactions,
delegated authority linuts and dividend policy

The Board meets formally throughout the
year with main meetings rtmed around the
financial calendar, and additional meetings
convened to consider specific matters as
required Attendance at meeungs held during
2011 15 shown (n the table on page 55 If
matters require approval at short notice,
written approval 1s sought from all Directors

Board papers are circulated several days in
advance of meetings to ensure that Directors
have sufficient time to consider their content
PrIOI to the meeting

The Chairman also meets regularly with
the Non-executive Directors without the
Executive Directors being present
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HOW WE GOVERN OUR BUSINESS

CORPORATE GOVERNANCE CONTINUED

LEADERSHIP STRUCTURE

THE BOARD
Remit: Strategy, Leadership, Risk

hvd

N NS

NS

AUDIT REMUNERATION NOMINATION CORPORATE
COMMITTEE COMMITTEE COMMITTEE RESPONSIBILITY
Remit Remit Remit COMMITTEE

Oversees financial Sets remuneration Recommends Board Remit

reporting, Monitors policy, Sets Executive appointments, Oversees corporate
internal controls, Oversees Director Remuneration Succession planning, responsibility activities
risk management, and incentives, Board evaluation

Monitors internal and Approves annual

external auditors performance objectives

S

A I

N

Further information
Audit Committee Report —
pages 59 and 60

Risk Management Report —
pages 1dto 17

Remuneration Commitiee — Nomingtion Commitiee —
page 57 poge 58

Directors’ Remunerohon Report
- pages 61 to 68

CR Commitiee — page 57

Corporate Responsibifity Report
- pages 44 to 49

THE BOARD IN 2011

[n additton to regular reports from the — Interim management statements
Executive Directors, Company Secretary and — Rusk governance

Committee Chairmen, matters considered by - 9 99%share placing

the Board during the year included — Covent Garden refinancing

Regular informal Directors’ updates are zlso
held These meetings are often combined
with site visits and are used to keep the Board
updated on topical matters and Group
progress Four Directors’ updates were held

~ Strategy — TheBnbery Actzot0 dunng 2zo11and topics included a planning
- zo11and zoiz Budgets — Outcome of Board Evaluation wpdate and a tour of the Masterplan
- 2010 Annual Results and final dividend - Board Diversity Exhibitton at Earls Court The Directors’
- 2011 Intenim Results and intenim dividend — Commuittees’ terms of reference and updates also provide an opportunity for
— 2011 AGM Resolutions Schedule of matters reserved for the Non-execunve Directors to meet
- Sigmficant investment decisions inciuding Board dectsion SenLaor management
the Seagrave Road Development, land — Delegated authority lLumits
purchases, property acquisitions, disposals — Broker updates

and leases
— Property valuations

— Changes to South African legislation
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Board Effechveness

Board performance and evaluation
The Board conducts an annual evaluation

of 1ts own performance and that of its
Committees and Directors Following the
externally facilitated review undertaken by
Independent Audit Limited 1n zo1o, 1t was felt
that an internal review led by the Chairman
and Company Secretary was appropriate for
zon Ttis anticipated that an internal review
will also be undertaken during 2012 Directors
were asked to answer questions on a wide
range of topics, and to highlight any areas
they felt needed additional focus The
outcome of the review was positive, with

the Board judged to be effective and open,
however several areas have been idenufied

for attention during zo1z

In addition to the Board evaluation, during
the year the Semor Independent Director
and Non-executive Durectors conducted their
firstannual appraisal of the Chairman’s
performance, and the Chairman undertook an
appraisal of the Chief Executive’s performance

Attendance at meetings

The following table summanses Directors’
attendance at Board and Committee meetings
held dunng zo1

EVALUATION PROCESS

Consideration of approach

<

Recommendation of Independent Audit Limited’s online Thunking Board
to Nomunation Commuittee and Board

S

Questionnaires prepared and 1ssued to all Directors

SSANISNE 3NC ONIANVLSHIANN

Results collated

¢ K

Interim Report presented to the Board for discussion

<

Action plan and process for reviewing progress agreed

Key actions included

— Appointment of Henry Staunton to Nomunation Cominittee
— Increase Board diversity

- Improve planning of Commuttees’ antual agendas

- Develop Board succession plan

Expand Non-executive Director development opportanities

!

Name Board Audit Remunerahon Nomunchon CR
Tan Durant 9/g - - 22 3/3
Ian Hawksworth LY - - 2/2 33
Soumen Das 9/9 - - - -
Gary Yardley 59 - - - -
Ian Henderson ofs 4/4 3/3 z/z 33
David Fischel* of1 - - - -
Graeme Gordon Blo** - - - -
Andrew Huntley ole - 3/3 zfz -
Henry
Staunton™* ols 4/4 3/3 - -
Andrew Strang olg 4/4 313 2z -
9 4 3 2 3

* Resigned 4 February zo11

** Graeme Gordon appotnted Raymond Fine as his alternate 1n respect of the one meeting which he was unable

to artend

“** Henry Staunton was appointed to the Nominanon Commuttee after the 2011 meetings.
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HOW WE GOVERN OUR BUSINESS

CORPORATE GOVERNANCE CONTINUED

On appointment

— Individual meetings with the
Chairman, Executive Directors
and other senior staff

— Meetings with external and
internal auditors

— Site visits

— Copies of Board and Commuttee
papers, minutes and other important
Company information provided

- External training

— Brnefings

- Shareholders are offered the
oppertunity to meet new Directors

TYPICAL NON-EXECUTIVE DIRECTOR INDUCTION AND DEVELOPMENT

Ongoing
Training
Pernodic briefings from external advisers
Able to take independent advice
at the Company’s expense
— Have access to the advice and services
of the Company Secretary

Through the Chairman, the Company
Secretary 15 responsible for advising the Board
on martters of corporate governance, and
ensures good information flows within the
Board and 1ts Comuttees and between
senior management and Non-executive
Directors.

COMMUNICATION WITH
STAKEHOLDERS

Our Policy

The Board 1s keen to ensure that our
shareholders and potential investors have a
good understanding of Capco’s business and
performance, and that Directors are aware of
any 1ssues and concerns which shareholders
tnay have The Company communicates with
stakeholders 1n a variety of ways.

Corporate Website

Qur corporate website

www capiralandcounties com allows
visitors to access Company infermation,
annual reports and resulrs presentations
The site also includes links to our business
unit websites and contact details for
shareholder queries Weare happy to
answer queries by telephone oremail
{feedback@capitalandcounties com)

Annual General Meeting

The AGM allows the Chief Executive to
update our shareholders on the progress of
the business, and provides an opportunity
for sharchelders to pose questions to the
Board, and meet senior executives
Sharcholders are encouraged to votc on
the resolutions put to the meetng, either
n person ar the meeung, online or by
submitting & proxy card We pubhish the
results of the votes on all resolutions on
out website following the meeting

Our 2012 AGM will be held on 20 April 2012
The notice of Annual General Meeting will be
1ssued to shareholders at least zo working
days before the meeting Separate resolutions
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will be proposed on each separate 1ssue,
and in accordance with the UK Corporate
Governance Code, each of the Directors will
offer themselves for re-election

The Chairman and Chairmen of the Board
Commuttees will be available at the AGM to
meet shareholders and answer any questions
Should shareholders be unable to successfully
resolve concerns following contact with the
Chairman, Chief Executive or Finance
Director, they may raise them through the
Sentor Independent Director

Shareholders

Communication with the Company’s investors
1s a prionity for the Board The Company has

an extensive investor relations programme,
and durning the year the Chief Executive and
Finance Director held many meetings with the
Company's major shareholders to discuss the
Group’s strategy and explain progress made
across Its estates Numerous tours of the
Group’s assets with investors and analysts were
also held The Chairman also writes to the
Company’s major institutional shareholders
each year and 1nvites thermn to meet with him
and the Senior Independent Director to discuss
any matters they may wish to raise

The Company has undertaken to consult
with 1ts major shareholders before
impiementing any significant changes to
LS remuneracion structure

During 2011 Board Dhrectors also met with
members of the UK Sharcholders” Association

The Directors receive regular updates on the
Company’s major shareholders, and receive

reports on shareholder feedback ateach
Board meeting The Non-executive Directors
are invited toattend the Company’s

results presentations

CONFLICTS OF INTEREST

The Chairman’s other business comnutments
are set out 1n his biography on page 51
During the year the Chairman was appointed
as a Non-execurive Director of Home Retail
Group plcand Greggs plc The Board remains
satisfied that these commitments do not
interfere with the performance of his duties
as Chairman

It1s intended that the Deputy Chairman
will be appointed as a Durector of the
supervisory Board of Capco’s joint venture
m respect of the Seagrave Road development
He will receive no remuncration for this
appointment The Board considered this
appointment carefully before confirming
1ts approval and 1s sausfied thac there 1s
no conflict of interestand thatthe
appointment will not compromise

Mr Henderson’s independence

On appointment, and each subsequent year,
Non-executive Directors are required to
confirm in writing that they have sufficient
ume to devote to the Company’s affairs

In addition they are required to seek prior
approval from the Chairman before taking
on any addinonal external commitments
which may affect their nme available to
devote to the Company

The Company’s Articles of Association permit

the Board o authorise potential conflicts of

a Director’s interests that may arise The

Board has adopted a procedure under which

Directors must notify the Chairman of any |
potenual conflicts The Chatrman then
decides whether a conflict exists and
recommends 1ts authorisation by the Board
whereappropnate A Director who had

a conflict of interest would not be counced
in the quorum or entttled to vote when the
Board considered the matter in which the
Director had an interest

BOARD COMMITTEES

The Board has established Audit,

Remuneration, Nomination and Corporate

Responsibiiity Commuttees The terms of each

Commuittee are available on the Company’s

website www capitalandcounties com The !
actvity of each Commuttee 1s descnibed on

the following pages




Audit Committee

Remuneration Committee

CR Committee

Members

Henry Staunton (Chairman)
Tan Henderson

Andrew Strang

Members:

Ian Henderson (Chairman}
Andrew Huntley

Henry Staunton

Andrew Strang

Members:

Ian Henderson (Chairman)
Ian Hawksworth

[an Durant

The Audit Comiuitttee, reporting to the Board,
has responsibility for overseeing the financial
reporting process, menitering the
effectiveness of internal control, internal
audit, nsk management, the statutory audit
and monitoring the independence of the
statutery auditors and the provision of
non-audit services Asat 31 December zo11
and the date of this report the Comnmuittee
comprises three independent Non-executive
Directors, and 15 chaired by Henry Staunton
who 15 considered to have sigmficant, recent
and relevant financial experience

The Audit Committee met four times during
2011 Attendance at these meetings 1s shown
1 the table on page s5 A full report from
the Audit Committee 1S set out on pages 59
and 60

The Remuneration Commuttee has
responsibiity for setting Executive Director
remuneration and bonuses, and oversight of
senior staff’s remuneration As at 31 December
2011 and the date of this report the Commuttee
comprises four independent Non-executive
Directors, and 1s chaired by [an Hendersen
The Commuttee 1s advised by independent
consultants, Kepler Associates The
Committee met three nmes during zo11and
met twice early 1n 2012 to approve bonuses for
201, review salaries and set targets for zo1z
Attendance at the meetings held (n zo111s
shown i1n the table on page 55

Matters constdered by the Comimittee dunng
the year include

— Commuttee terms of reference

— Institutional Investor voring reports

— Share schemes and 2011 performance
targets

— Awards of share options and

martching shares

Directors’ Remuneration Report

— Chairman and Chief Executive’s expenses

— Annual bonus structure and application
actoss the Group

— Executive Directers’ remuneration
and targets

— Market updates

1

A full Directors’ Remuneration Report 1§
serouton pages 51to 68

The Corporate Responsibility Commuttee
has responsibility for overseeing the
Groupy’s activities in the area of corporate
responsibility on behalf of the Board Asat
31 December 2o and the date of this repott,
the Corporate Responsibility Committee
comprised Ian Henderson {Chatrman), Tan
Durant and Ian Hawksworth The Commtttee
met three times during 2011 Artendance

at these meetings 1s shown 1n the table

On page 55

Matters considered by the Commuttee duting
the year include

— 2010 CR Report

— Updates from the CR Executive Committee
Briefing from environmental consultants
Charitable donatons and spend
againstbudget

The Group’s corporate responsibility
activities are described on pages 44 10 49
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HOW WE GOVERN OUR BUSINESS

CORPORATE GOVERNANCE CONTINUED

Nomination Commitiee

Members

Tan Durant {Chairman)
Tan Hawksworth

Ian Henderson
Andrew Huntley
Henry Staunton
Andrew Strang

The Nomination Commuttee has responsibility
for making recommendations on Board
appointments and succession to the Board As
at 31 December 2011 and the date of this report,
the Nomtnation Commuttee comprised

Ian Durant (Chairman), lan Hawksworth,

1an Henderson, Andrew Huntley, Henry

Suunton and Andrew Strang The Nomination

Commuttee met twice during the year
Attendance at these meetings 15 shown in
thetable on page 55

Matters considered by the Commuttee during
the year include

— Non-executive Director tune commitments

— Board Diversity and Diversity policy
— Board and Commuttee composition

Proposed recruitment of Non-

executive Ditector

— Chairman and Chief Execurive
performance reviews

— Board evaluation
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During the search for an additional Non-
executive Director the recruitment process
has been as follows

— The Committee discussed Board
composition and determined that
increased gender diversity was desirable

— Ashortlist of three executive search firms
was drawn up and, after a selection process,
The Zygos Pattnership was engaged to
assist with the rectuitment process

— Aperson specification for the role was
prepared and a list of candidates 1dentified

— The Chairman and Chief Executive are
meeting with shortlisted candidates and
will report to the Committee before an
appomntment ts recornmended

GOING CONCERN
Astaternent on going COnKern is setout
on page 70

DTR DISCLOSURE

The disclosures required under DTR 7 z of
the Disclosure and Transparency Rules are
contained in this report and the Audit
Comtnittee Report, except for information
required under DTR 7 2 & which 1s contained
1n the Directors’ Report on pages 69 and 70

By otder of the Board

Ian Durant
Chairman

2g February 2012




AUDIT COMMITTEE REPORT

Henry Staunton, Chairman of the Audit Committee

(14

Tam pleased to introduce Capco’s 2011 Audit
Commuttee Report. The Audit Commuttee 15 confident
that effective internal controls and risk management
processes are in place. It was pleasing that the Board's
confidence in the Commutteec was reflected in the 2011

Board evaluation. ’ ’

The Audit Commuttee, reporting to the
Board, has responsibility for overseeing the
financial reporting process, menitoring the
effecuveness of internal controls, internal
audit, nisk management, the statutory audit
and monitoring the independence of the
statutoty auditors and the provision of
non-audit services.

In addition to regular reports from the
Financial Controller, marters considered
by the Audit Commuittee each year include

— Preluminary Results and Annual Report
— Representation letters

- Going Concern

Management Accounts

— Corporate Governance Policies

~ Valuers’ reports and valuations

— Internal Audit Plan and reports

— Taxation

— Risk management review

~ Controls update

— External audir plan

— Reappowntment of external auditors

— Accounting treatment of matters requirnng
the use of judgement and estimates

— Interim Results and Interim
Management Statements

— Regulatory developments

During 2011 the Audit Committee
alse considered

— The Bribery Act 2010
- Earls Court Development
— Insaster recovery and business

conunuity procedures
The Committtee met privately duning the year
with both the external and internal auditors
and Committee members attended a private
meeting with the Company’s valuers The
Comnrnittee invites the Company’s Chairman,
Chief Executive, Finance Director and
Financaial Controller to attend :ts meetings
together with senior representatives of the
external and internal auditors Other senior
management are invited to present such
reports as are required for the Committee
to discharge i1ts responstbilities

{a) External auditors

The Committee has oversight of the
relationship with the external auditors, with
responsibility for developing, implementing
and monitoring the Company’s policy on
external audit, and for monitonng the
auditors’ independence, objectivity and
compliance with ethical, professional and
regulatory requirements Following a tender
process th 2010 PricewaterhouseCoopers LLP
{(“PwC™ were appointed as Group auditors.
The Commuttee monitored PwC’s performance
during zo11and 1s sausfied with the service
received The Commuttee has therefore
recommended to the Board that PwC be
reappointed 1n 2012

{b) Internal auditors

Following an assessmment of the internal andic
requirement from 2011 onwards, BDOLLP
were appointed as internal auditor 1n place of
C$C who had provided transitional services
after the demerger in 2010 A five-year audit
plan was developed which 15 aligned to areas
highlighted 1n the Group risk register
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HOW WE GOVERN OUR BUSINESS

AUDIT COMMITTEE REPORT CONTINUED

A particular focus for 2011 was a review of

the systems and processes established during
the year following the conclusion of the
transitional services previously provided by
CSC The Committee also requested that
abusiness unit review of The Brewery be
undertaken The work conducted by BDO
since their appointment has included
reviews of corporation tax compliance, VAT
compliance, PAYE & NI, expenses, capital
expenditure, health & safety, IT projects, the
Bribery Act 2010, a business unit review of
The Brewery, accounts payable and insurance

{c) Non-audit services

The Company has adopted a policy to ensure
thar the provision of non-audit services by
the external auditors does not compromise
1ts independence or objectivity The term
“non-audit services” does not include
reference to any advice on tax Under the
policy, Executive Directors may commission
non-audit work with a cost not exceeding the
lower of £50,000 or 15 per cent of the
esumated annual level of the auditors’ fees at
thattime Costs exceeding this lumut must be
approved 1n advance by the Audit Commuttee
Chairman Inaddition, the Executive
Directors must give consideration to the
preservation of auditor independence, and
the external auditors are required to confirm
that they are acung independently and

must not audit their own work, make
management decisions for the Company,
create a mutuality of interest; develop close
personal relattonships with the Company’s
personnel, or find themselves in the role of
advocate for the Company

The total fees pard and payable toPwCin zon
were £370,000 of which £54,000 related to
non-audit work These fees primanly relate
to corporate finance advisory services The
Comimuttee 1s satisfied that the external
auditors remain independent and objective

(d) Internal control and risk
muanagement

The Board has overall responsibility for the
Group’s sk management framewprk and
system of 1nternal control and the ongoing
review of their effectiveness A summary of
the nsk management framework 1s set out
on page 14 The framework 1s designed to
manage rather than eliminate risk, and can
only provide reasonable, and not absolute,
assurance against material misstatement or
loss The Audit Committee monitors and
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reviews the Group’s internal controls and
risk, and reports to the Board on 1ts work
and conclusions

ongoing processes for idennfying, evaluatng
and managing the significant risks faced by
the Group were 1n place throughout the year
These controls accord with the Turnbull
gwidance “Internal Control — Guidance for
Directors on the Combined Code™ and
remained n place up to the date of the
approval of this Annual Report The
procedures are reviewed by the Board on

ant annual basis

The key elements of the Group’s day-to-day
procedures and internal control framework
are

— Formal schedule of matters reserved for
the Board

— Formal delegated authority litnits

— Formal documentation of significant
transactions

- The Executive Directors are closely
involved in the day-to-day operations of
the business and hold regular meenings
with sentor management to review all
aspects of the business

— The Board recerved regular updates on
strategy and project developments at the
formal Board meetings and
Directors’ updates

— Aformal whistleblowing procedure 1s in
place under which staff may raise matters
of concern (no calls were received duning
the year)

Specific controls relatng to financial reporting
and conschdation processes include

— Management structure with clear lines
of responsibility and zccountability,
staffed by appropriate personnel

- Acomprehensive system of budgening
and review The Board and Audit
Comimittee receive regular reports from
the Finance Director which include
forecasts and performance against
budgetand financial covenants

— The internal audit programme undertaken
by BDO LLP The Commiuttee 15 satisfied
that the internal audit services provided
by BDO were independent and effective

— Group Finance participates tn the control
self-assessment and policy compliance
elements of the risk management
framework and sets formal requirements

with business unit finance funcuons which
specify the reports and approvals required
Group Internal Audit regularly reviews

the effecuiveness of internal controls and
reports its findings to the Audit Commurttee

An annual risk management review 1
undertaken to identify rnisks and review the
effectiveness of mutigating controls Reports
on risks and controls are obtained from across
the Group and used by a commuttee headed by
the Finance Directer to cotnpile a Group risk
register The report 15 received by the Audit
Commuittee, and the Committee Chairman
makes a report to the Board

The risk register 1s reviewed twice a year and
upon any material change to the business
Any risks idenufied between these reviews
will be logged The Group’s principal risks
and UNcertainties are set out ON Pages 14 to17

(e} Bribery A<t 2010

In advance of the implementation of the
Bribery Act 2010 o 1 July 2011, the Company
undertook a review of 1ts existing policies and
petential risk areas A new anti-corruprion
and bribery policy was adopted and 1ssued

to staff, and training was given to relevant
employees The anti-corruption and bribery
policy can be viewed on the Company’s
website www capitalandcounties com The
implementation of the new provisions was
overseen by the Audit Committee, and two
reviews of the arrangements were conducred
by BDO with sanisfactory outcomes

Henry Staunton
Chairman of the Audit Commuttee

29 February 2012




DIRECTORS’ REMUNERATION REPORT

Ian Henderson, Chairman of the Remuneration Committee

‘ ‘ We arm to align executive remuneration with value
created for shareholders. In zo11, Capco delivered
a total return to shareholders of 23.6%, some 81.6%
swce launch. , ,

The graph above shows the Total Shareholder Return at 31 December 2011 of £100 invested 1n
Capital & Counties Propertics PLC at the start of the first day of trading in its shares following
1ts demerger from Liberty International PLC (10 May 2010}, compared to the FTSE 350 Real

Estate Index The Commuttee considers this benchmark to be the most appropriate for
MNMustrating the Company’s petformance

‘This remuneration report has been prepared
1n Iine with the requiremerns of the Companies
Act 2006, Schedule 8 of the Large and Medium
s1zed Companies and Groups (Accounts and
Reports) Regulations 2008 and the FSA Listing
Rules Theaudited information 15 setout in
Tables a)to d) on pages 66 to 68 This report has
been approved by the Board of Directors for
submission to shareholders for their approval
atthe AGM

1. REMUNERATION COMMITTEE

The Remuneration Commiuttee (the
‘Commuttee’} 15 responsible for determining
and recommending to the Board the policy
for Executive remmuneration, settng targets
for the Company’s incentive schemes and
determiming the total individual
remuneration package for each Executive
Director The full duties and responsibilities
of the Commuittee are setout in the terms

of reference of the Comumittee which can

be viewed on the Company’s website

www capitalandeounties com

The members of the Commurtee at
31December 2011 and at the date of this
reportwere all independent Non-executive
Directors The Committee members are Ian
Henderson {Commuttee Chairman), Andrew
Huntley, Henry Staunton and Andrew Strang
In addition, the Company Chairman and
Chief Executive are invited to attend
Committee meetings and contribute excepr
on matters relating to their own remuneration,
and the Director of HR & CRalso attends
Commuittee meetings Details of meeting
attendance and a summaty of the matters
discussed during the year are contamned 1n the
Corporate Governance report on pages 5z tos8

The Comimittee has appointed Kepler
Associates as 1ts independent remuneration
adviser and has received advice on matters
including remuneration structure, Incentive
design and target setting Kepler provides no
other services to the Company
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HOW WE GOVERN QUR BUSINESS

DIRECTORS’ REMUNERATION REPORT CONTINUED

2. REMUNERATION POLICY
The key objectives of the Company’s
Remuneration Policy are to

- Strongly align exccutive remuneration
with shareholders’ interests including the
encouragement of Executives to acquire
ameaningful holding of Capco shares

— Underpin a pay-for-performance culture

— Support the retention, motivation and
recroitment of walented people who are
commercially astute and creative

Accordingly, the Commuttee aims toachieve
an appropriate balance between fixed and
variable remuneration, and between
remuneration based on short-term and
long-term performance Fixed remuneration
includes base salary, benefits and pension
Variable remuneration includes an annual
bonus, a proportion of which 1s deferred
inshares which may be maiched subjectto
long-term performance (via the Matching
Share Plan (MSP)), and annual awards under
aPerformance Share Plan (PSP) which
rewards long-term performance

62

The Remuneration Policy 15 aligned to the
strategy and nature of the Company, and
reflects the importance of total return and
the long-term nature of Capco’s busiriess

Since listing 1n May 2010 Capco has
established itself through the delivery of
consistently strong levels of performance
for 1es shareholders 'Two years on, the
Remuneration Committee believes it 1s
tumely to carry out a review of the
Remuneration Policy and remuneration
arrangements to ensuse they continue to
be appropriately aligned with the strategy
and sharcholders’ interests

The Committee has considered whetherany
aspects of the Remuneration Policy could
inadvertently encourage Executives to take
mappropnate risks, and has concluded that
the policy remains appropnate in this regard
The charts betow hughlight the relatvely
strong emphasis on variable pay within each
Executive Director’s remuneration

3. ELEMENTS OF EXECUTIVE
DIRECTOR REMUNERATION

Details of Executive Directors’ 2011
emoluments and their interests 1n each
incentive planare provided 1n tables a) to d)
on pages 66 to 68 A description of each key
element of the remuneration package i1s
provided below

(1) Base salary and benefits

The Commuttee reviews Executive Directors’
base salanes with reference to other property
companies (including the constituents of the
long-term 1ncentive plans’ comparator group),
companies of a similar size, and each
Executive’s performance and contnibution
during the year The Commimittee’s policy

15 to place appropriate emphasis on the
performance-related elements of
remuneration, while ensuring base salary
remains appropriately compeutve Execurnive
Director salary levels will be considered as part
of the overall review of remuneration When
setting Executive Director pay, the Commuttee
also considers the remuneration and overall
conditions of all employees

The Company provides Executive Directors
with benefits which include private healtheare,
Iife insurance and a cash car allowance




SUMMARY OF ANNUAL BONUS STRUCTURE

ANNUAL BONUS

FINANCIAL PERFORMANCE

of= |  INDIVIDUAL PERFORMANCE

Up to 50% of maximum

Up to 50% of maximum

{2) Pension

The Company operates a defined contribuuon
penston scheme with a Company contribunion
of 24 per cent of base salary for Executive
Directors The Executive Directors may elect to
be paid some or all of this entitlement in cash

{3) Annual bonus

Executive Directors may earn bonuses
depending on the Company’s financial
performance (50 per cent)and their own
individual performance (so per cent),

as (Hustrated abeve

The financial performance element for the
year ended 31 December 2011 was based on
absolute NAV growth per share, Total
Property Return relative to the IPD Toral
Return All Property Index and adjusted EPS
The Commuittee has decided that these
measures remain appropriate for zo12 In
determiming the annual targets for these
measures in 2011, the Committee recognised
the medium-term nature of the Company’s
strategy, particularly with regard to its land
holdings at Earls Court, and the extent to
which this would be reflected 1n these
measures on a 1z-month horizon Inrespect
of the year ended 31 December zoi, the
Commuttee noted the Company’s strong
performance against each of the targets,
and accordingly the maximum awards
were made in respect of the financial
performance element

The individual performance element for the
yeat ended 31 December 2011 was based on the
achievement of various corporate objectives
The individual targets for the Executive
Directors encompassed all relevant aspects of
the business including specific business
objectives relating to Capco’s assets, financial
goals and CR matters The Executive Directors

Summary of Executive Director bonuses 2011

Deferred
Executive Director Cash shares Total
Ian Hawksworth 337,500 337,500 675,000
Soumen Das 225,000 225,000 450,000
Gary Yardley 300,000 300,000 600,000

were cach considered to have delivered

a very strong performance, particularly the
establishment of the conditional Joint
Venture in respect of Seagrave Road, the
£100m share placing to fund the acquisition
of new properties 1n Covent Garden, the
£300m refinancing of the Covent Garden
portfolio and the submussion of planning
applications for the Earls Court and West
Kensington Opportunity Area and Seagrave
Road Accordingly the maximurm award
was made 1n respect of the individual
performance element

The maximum bonus opportunity for
Executive Directots 1S 150 per cent of annual
salary with a bonus of 75 per cent of salary
payable for achieving target levels of
performance 50 percent of any bonus
earned 15 payable in cash and 50 per cent

15 deferred 1n Capco shares for three years,
under the Matching Share Plan (MSP),
subject to risk of forferture should an
Execurtive leave the Company

{4) Matching Share Plan (MSP)

There 15 an opportunity for Execurives to ¢arn
up to one matching share for each deferred
share awarded under the arrangements above,
based on performance over three years
Details of the performance conditions are
provided in the leng-term ncenuve
performance condiuons section below For
2010 (the inception year of Capco), Executives
were invited to Invest up to 150 per cent of

salary in the Company’s shares durning the
first 12 months of inception 1n return for the
OpportunIty to receive up to two shares for
each share purchased, subject to three year
performance Atthe discretion of the
Commuitiee the tmitial investment period
could be extended to 24 months. Due to the
extended restricted periods to which the
Company was subject this discretion was
exercised during rhe year The imual higher
matchung level 15 intended to help ‘kick-start’
the plan by ensuring Executives are highly
mornivated 1o drive the long-term performance
of Capco Ian Hawksworth and Gary Yardley
have now reached the maximum investment
under these arrangements.

(5) Performance Share Plan (PSP)
Executives are eligible 1o receive awards
under the PSP at the discretion of the
Commuittee Each year participants may be
granted market value share options of up to
300 per cent of salary or up to 150 percent of
salary in shares or nil-cost opnions which vest
subject to three year performance Details of
the performance conditions are provided in
the nextsection In exceptional circumstances
the Commuittee can make awards of market
value share opuons of up to 400 per centof
salary or up to 200 per cent of salary in nil-cost
options In zo11 the Committee made awards
of 150 per cent of salary in nil-cost options to
Executive Directors
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HOW WE GOVERN QUR BUSINESS

DIRECTORS’ REMUNERATION REPORT CONTINUED

The Commuittee 1s exploring ways of
structunng future awards under the
long-term Incentive arrangements 1n a
potentially more tax efficient manner for
participants The Commuttee will ensure
thatany changes are cost neutral to Capco

4, LONG-TERM INCENTIVE
PERFORMANCE CONDITIONS

The performance conditions are the same
for both the MSP and PSP and comprise
WO measures

Three-year relative Total Return (TR, growth
in Net Asset Value per share plus dividends)
and three-year relative Total Sharcholder
Return (TSR, increase 1n price of an ordinary
share plus dividends} Awards are weighted
equally,1 ¢ 50 per cent on petformance
against each of these measures For 2010 and
2011 awards, the performance conditions are
llustrated below Performance 1s measured

relative to a comparator group which
comprises the eight largest FTSE 350
property companies, also listed below

TR and TSR comparator group

Grear Portland Estates British Land

Shaftesbury Hammerson
Derwent London Land Securines
CSC Segro

The Commuttee believes long-term relative
performance provides an appropriately
obyective and relevant measure of Capco’s
success which 1s strongly aligned with
shareholders’ interests

The Commuttee will review the continued
appropriateness of the comparator companies
and performance target calibration at the
beginning of each performance ¢ycleand
1ntends to use the same comparator group
and targets for zo1z awards

The vesting schedules for each of the
TSRand TR performance conditions are
Mlusirated below

In order for any awards to vest, the Commuttee
must satsfy 1tself that the TR and TSR figures
are a genuine reflection of underlying
finanaial performance In assessing the extent
to which the performance conditions have
been met, the Commuttee will consulr with

1ts independent remuneration adviser The
calculation of the returns will be reviewed by
the Company’s auditors as appropriate

5. DIRECTORS’ SHAREHOLDINGS

The beneficial interests in the shares of the
Company for each Director who served during
the perod are set out 1n note 410n page 113

The Executive Directors are requured to
achreve a shareholding 1n the Company
equevalent to 150 per cent of base salary withun
three years of the demerger, other than

50% 1s based on relative Total Return 50% is based on relative Total Shareholder Return
L -

Summeary of Executive Directors” interests in shares and share schemes

Share ophons Matching

Deferred nil cost awarded Share Plan nil Matching
Execuhive Directar Shares held share options’ under PSP? cost options?  share awards? Total
Ian Hawksworth 479,069 20%,535 2,170,390 594,431 564,826 4,014,251
Soumen Das 135,346 137,023 1,450,096 199,715 210,000 2,133,180
Gary Yardley 427,972 182,668 1,930,272 558,322 477158 3,576,422
Total 1,043,387 525,256 5,550,758 1,352,468 1,251,984 9,723,853

1 Subyect to three year holding penod

2 Subject to performance conditions.

The Executive Directors have interests in a total of 9,723,853 shares




Soumen Das who 1s required 1o achieve

a holding equivalent to 100 percent Ian
Hawksworth and Gaty Yardley have each met
the shareholding requirement The current
individual shareholdings are illustrated 1n
the chart below

6. EXECUTIVE DIRECTORS’ SERVICE
CONTRACTS AND TERMINATION
PROVISIONS

The service contracts of Executive Directors
are approved by the Remuneration Committes
and are one-year rolling contracts The current
contracts commenced on 17 May 2010 The
service contract may be terminated by either
party giving one year’s netice to the other It

1s the Company’s policy that termtnanon
payments should not exceed the Director’s
current salary and benefits for the notrce
period Any annual bonus payment in respect
of the year of termination 1s subject to the
discrention of the Committee MSP and PSP

remain subject to outstanding performance
conditions In the event of achange of control
of the Company, MSP and PSP awards will
generally vest Except in certain cases which
were setoutin full in the Cotnpany’s
prospectus dated 1z March 2010, vesting will
be pro-fated for tume and remain subject to
performance conditions, hiowever the
Commuittee has discretion to allow awards to
vestin full insuch circumstances if 1t deems
this to be fair and reasonable

Summary of Executive Directors’
service contracts

Natice
vesting is also at the discretion of the Date Period
Commuttes and accordingly any awards will lan Hawksworth 17 May 2010 1z months
normally lapfe unless the individual 1s Soumen Das 17 May 2010 12 months
constdered a‘good leaver’ 1n the case of agood Gary Yardi th
leaver, payments are pro-rated for ume and Aty arcey 17 May 2010 12 months
Non-executive Directors’ annual fees as at 31 December 2011:

Commitee
Basic fee fees Other Total
G ] Gordon 40,000 - - 40,000
1] Henderson 40,000 20,000 10,000 70,000
A ] M Huntley 40,000 10,000 - 50,000
H E Staunton 40,000 15,247 - 55:247
A D Strang 40,000 15,000 - 55,000
Former director:
D A.Fischel” 6,667 - — 6,667
Non-executive Directors’ dates of appointment and unexpired terms:
Date of
Date of letter of Unexpired
PP it PP term
G ] Gordon 23 Feb 2010 9June zo11 3 months
I J Henderson 23 Feb 2010 g June zo11 3 months
A J M Huntley 23 Feb 2010 g June zo1 3 months
H E Staunton 2 Juné 2010 7June 2010 15 months
A D Strang 23 Febzo10 g9June 2011 3 months
Former director
D A Fischel* 23Febz2010 8 March 2010 -

* Resigned 4 February zon Fee was pro-rared for length of service
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HOW WE GOVERN OUR BUSINESS

DIRECTORS’ REMUNERATION REPORT CONTINUED

7. CHAIRMAN AND NON-EXECUTIVE
DIRECTOR SERVICE CONTRACTS

AND REMUNERATION

The Chairman has been appointed foran
il term whach will expire at the 2013
AGM The Chairman’s annual base fee was
£200,000 together with an annual car
allowance of £18,000, although this has been
varted such thata proportion s paid into a
SIPP arrangement During the first three
years of acting as Chairman he will also
recetve a supplement of 15 per cent of his base
fee in liey of any pension contributions Also,
the Company made a matching award of
deferred shares comprising 200 per cent of
the number of invested shares 1n respect of
each Capco share he purchased within the
first 1z months of inception of Capco (up to
150 per cent of hus base fee ) Tins represented
a1 1match, grossed up on the basis of an
ncome tax rate of so per cent The

{a) Directors’ emoluments

Chairman’s award carries no performance
condittons and will vest on the third
anniversary of inception of Capco, subject
to him continuing 1n office

The retnuneration of the Mon-executive
Directors 15 determined by the Board asa
whole, with regard to market comparatives
The basic annual fee for Non-executives

15 £40,000 with an additional £5,000 for
membership of a commuittee and an
additional £10,000 for chairing a commuittee
and for the Senior Independent Darector role
The fees were last reviewed carly 1n 2012, and
1o changes were made

The Non-execurtive Directors do not receive
any pension, bonus or long-term 1ncentive
benefits from the Company The letters of
appointment of the Non-executive Directors
have no notice period and are reviewed by
the Board annually

8. EXTERNAL NON-EXECUTIVE
DIRECTORSHIPS

The Company’s policy 1s to allow Executive
Durectors to retain fees received for serving as
a Non-executive Director of a company
outside the Capco Group During the period
Ian Hawksworth received a fec of £24,167:in
respect of his Non-executive Directorship of
AIM-listed Japan Residential Investment
Company Limited No other Executive
Director currently serves as a Non-execurive
Director elsewhere

Signed on behalf of the Beard

Ddls...

Ian Henderson >
Chairrman of the Remunerarion Committee

29 Februatry 2012

Salary and
Service Aggregate Ag?regote 201
contract Benefits Annual Directors’ emoluments emeluments Penswon
Remunerahon m kind bonus Other* fees 2011 2010 Contnbutions
Name £ £ £ £ £ £ £
Chairman
lan Durant' - 2,235 - 64.533 183,467 250,235 152,369 -
Executive
Directors
Ian Hawksworth* 450,000 2,235 337,500 99,000 - 888,735 756,619 27,000
Soumen Das * 300,000 2,235 225,000 77500 - 604,735 457,981 12,500
Gary Yardley ® 400,000 2,235 300,000 90,000 — 792,235 677,109 24,000
Non-¢xecutive
Directors
lan Henderson - - - - 70,000 70,000 45,320 -
Graeme Gordon - - - - 40,000 40,000 25,897 -
Andrew Huntley - - - - 50,000 50,000 32,372 -
Henry Staunton - - - - 55,247 55,247 28,179 -
Andrew Strang - - - - 55,000 55,000 35,609 -
Former Director
David Fischel - - - - 6,667 6,667 29,135 -
Total 1,150,000 8,540 862,500 331,033 460,381 2,812,854 2,240,590 63,500

* ‘Other' comprises cash payments made in lteu of pension conmburtions, contributions to SIPP arrangements and car allowances.

1 Theterms of the Chairman's remuneration were vaned during the year such thata proportion was paid 1nte a SIPP arrangement and a cash payment was made in lieu of pension
contrtbutions. These amounts are included i ‘Other’ above,

2 As permitted by their service contracts, the Executve Directors have elected to receive a cash payment in Lieu of pension contnbutions. A proportion: of these payments has been
paid tnto SIPP arrangements. These amounts are included 1n *Other’ above and ‘2011 Pension Contributions’ have been reduced accordangly

The benefits 1n kind provided 1o the Chairman and Executive Directors comprise medical insurance
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{b) Outstanding awards made under Performance Share Plan®

Held at Granted Exerased Held ot
Year Ophon price 1 January duning duning the 31 December Exercisable
Name Granted {pence) 2011 the year year 2011 between
Tan Hawksworth 2010 103 87 1,732,935 - 1,732,935 28/05/13 - 27{05/20
Ian Hawksworth zoll 15773 - 19,019 - 19,019 21/03/14 — 20/03/21
Ian Hawksworth 2011 NIL - 418,436 - 418,436 21f03/14 — 20f03/21
Soumen Das 2010 103 87 1,155,290 - 1,155,290 28/05/13 - 27fos/20
Soumen Das 2011 157 73 - 19,019 - 15,019 21/03/14 - 20f03/21
Soumen Das 2011 NIL - 275,787 - 275,787 21/03/14 - 20f/03/21
Gary Yardley 2010 103 By 1,540,387 - 1,540,387 28/05/13 — 27/05/20
Gary Yardley 2011 15773 - 19,016 - 19,019 21/03/14 - 20/03/21
Gary Yardley 2011 NIL - 370,886 - 370,866 21/03/14 — 20/03/21
5,550,758

1 Subject to performance conditions that apply 1o awards made under the PSP and MSP, as setout on page 64

The market price of Capltal & Countits Properties PLC shares on 11 December 2011 was 184.6p and during the year the price vanied between 142 8p and 203 7p

{c) Matching Share Plan

IONYWIOLY3d SSINISNE INO ‘ I SSINISNG INO ONIANVISHIANN ’

{1} Deferred shares
The following awards of deferred nil cost options made to Executive Directors 1n respect of annual bonus are cutstanding
Market
price on Ophon Held at Granted Exerased Held at
Year date of price  1January dunngthe duningthe December Exerasable
Nome Granted grant {pence) 2001 year year 2011 between
Ian Hawksworth 2011 £160 NIL - 205,535 - 205,535 18/03/14 - 17f03/21
Soumen Das 2011 f£160 NIL - 137,023 - 137,023 18fo3fi4—17/o3fn1
Garty Yardley 2011 €160 NIL - 182,698 - 182,608 18f{03f14— 1703/
Total 525,256
{n) Matched deferred shares’
The following awards of matching nil cost options made to Executive Directors following their award of deferred mil-cost opnions in respect of annual
bonus are cutstanding
Market
price on Option Held at Granted Exercised Held at
Year date of price  1January dunngthe dunngthe December Exercisable
Name Granted grant {pence) 2011 year year 20113 between
Ian Hawksworth 2011 £160 NilL - 205,535 - 205,535 18/o3/14 — 17/03/21
Soumen Das 011 £160 NEIL - 137,023 - 137,023 18fo3/14 — 1703/
Gary Yardley 2011 £1 60 NiL - 182,698 - 182,698 18/03/14 — 17/03/21
525,256

1 Subject to performance conditions that 2pply to awards made under the PSP and MSP, as 5&t out 0n page 54.
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HOW WE GOVERN OUR BUSINESS

DIRECTORS’ REMUNERATION REPORT CONTINUED

{ni) Matching of Directors’ investment!

The following awatds of matching nil cost options made to Executive Directors following their purchase of ordinary shares in the Company

are outstanding

Qption Held at Granted Exercised Held at
Year price 1 January dunngthe dunngthe December Exercisable
Name Granted {pence) 2011 year year 2011 between
Ian Hawksworch 2011 NIL - 386,066 - 386,066 21/12/14~ zof12/21
lan Hawksworth zol NIL - 2,830 - 2,830 z22/12f/14 = 21h12/21
Soumen Das zo11 NIL - 62,692 - 62,692 03/06/14—04/06/21
Gary Yardley 2011 NIL - 354,870 - 354.870 21f12/14— 20f12/21
Gary Yardley 2011 NIL - 18,020 - 18,020 21f12f14— 20/12/21
Gary Yardley 2011 NIL - 2,734 - 2,734 221214 - 21h12/21
Bz7,212

The following awards of matching shares made w Executive Directors following their purchase of ordinary shares in the Company are outstanding

Weighted average

Date share price of Number Expected
Name Granted invested shares awarded wvesting date
Ian Hawksworth o1fo9/10 £117 564,826 10/05/13 - 06/08/13
Soumen Das oifo9fio £107 210,000 18/05/13 - 07/06/13
Gary Yardley 01/09/10 £in 477,158 19/05 /13— 03/08/13
1,251,984
{d) Awards made under the Chairman’s matching arrangements
The following awards of matching shares made to the Chairman are outstanding
Weighted average
Date share price of Number Expected
Name Granted mvested shares awarded veshing date
Tan Durant ot/og/10 £113 529,536 10{05/13
529,536

1 Subject to performance cond:tions that appty to awards made under the PSP and MSP, as set out on page 64
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DIRECTORS’ REPORT

The Directors present their Annual Report,
and the audited financial statements for the
year ended 31 December 2011

PRINCIPAL BUSINESS ACTIVITIES

The Group manages and develops a portfolio
of property investments concentrated in West
London and the West End

BUSINESS REVIEW

Information fulfiling the requuirements of the
Business Review 15 contained within the
following sections of the Annual Report

- the Chaitman’s statement on pages 8 and 9,

— the Chief Executive’s review on pages
101011,

— Our business model and strategy on
pageiz,

— Key performance indicators on page 13,

— Principal risks and uncertainties on pages
141017,

— the Operating Review on pages 18 to 37,

— the Financial Review on pages 38 10 43,

— the Corporate Responsibility review on
Pages 44 to 49

DIRECTORS
The Durectors of the Company who held office
duning the year were as foltows

Chairman:
I C Durant

Executive Directors:
I D Hawksworth

§ Das

G J Yardley

Non-Executive Directors:

I 7 Henderson

G J Gordon

A JM Huntley

H E Staunton

A D Strang

D A Fischel (resigned 4 February zo1)

G R Fineacted as G J Gotrdon’s permanent
alternate between 1January 2011 and 27
September zo11 when the role was discontinued

Biographies of each Director can be found on
pages 50 and 51 and details of each Director’s
interests 1n the Company’s shares are set out

on page 13

The powers of the Directors are determined
by UK legislation and the Company’s Articles
of Association together with any specific
authonnes that shareholders may approve
from nme to time

The rules governing the appointimentand
replacement of Directors are contained in the
Company’s Articles and UK legaslation In
comphance with the UK Corporate Governance
Code, at the 2012 Annual General Meeting all
the Dtrectors will retire from office and will
offer themselves for re-election

COMPENSATION FOR LOSS OF OFFICE
The Company does not have any agreements
with any Executive Director or employee that
would provide compensation for loss of office
or employment resulting from a takeover
except that provisions of the Company share
schemes may cause options and awards to vest
onatakeover The terms of appointment of
the Non-executive Directors provide fora
payment equal to their basic annual fee in the
event of change of control in recognition of
the additional tume involved in such an event

DIRECTORS’ CONFLICTS OF INTEREST
The Company has procedures 1n place for
managing conflicts of interests Should

a Director become aware that they, ora
connected party, have an interest in an
existing or proposed transaction with the
Group, they should notfy the Company
Secretary before the next meeting orat
the meeting Directors have a continuing
obligation to update any changes to

these conflicts

DIRECTORS’ INDEMNITIES AND
INSURANCE

Inaccordance with the Company’s Articles,
the Company has indemnufied the Directors
to the full extent allowed by law The
Company maintains Directors” and Officers’
liabtlity insurance which 1s reviewed annually

ARTICLES OF ASSOCIATION

Changes to the Articles of Association must be
approved by sharcholders in accordance with
the Companies Act 2006

DIVIDENDS
The Directors have proposed the following
divtdends

Interim Dividend
pad on 2o September o 5 p per ordinary
2011 share

Proposed Final

Dividend to be paid 10 p perordinary

on 21 June 2012 share
Total dividend 15 pperordimnary
for zo11 share

The preposed final dividend will be paid on
21June 2012 to shareholders whose names are
on the register at 18 May zo1z

CAPITAL STRUCTURE

Details of the Company’s 1ssued ordinary
share capital, including details of movements
1n thessued share capital during the year and
authonties to 1ssue or repurchase shares, are
shown in note 31 to the financial statements
on page1o4 Each share carries the nghtto
one vote at general meetings of the Company

There are no specific restrictions on the
transfer of shares beyond those standard
provisions set out in the Articles of
Association Noshareholder holds shares
carrying special rights with regard to control
of the Company Derails of significant
shareholdings are shown on page 7o

CHANGE OF CONTROL PROVISIONS
There are a number of agreements which take
effect, alter or terminate upon a change of
control of the Company The only agreement
considered significant 1s the £300m Covent
Garden debt facility which would terminate
following a change of control

SUBSTANTIAL SHAREHOLDINGS

The significant holdings of voting nghts in
the share capital of the Company notified and
disclosed 1n accordance with Disclosure and
Transparency Rule 5, as at 28 February zo1z,
are shown on page 70

EMPLOYEES

The Group employees are employed by C&C
Management Services Limited, Earls Count

& Olympia Limited, Olympia Limited and
Tuttons Brasserie Limited The Group’s
employees are kept informed of 1ts activities
and financial performance through head
office briefings at key points dunng the year
and the circulation of corporate announcements
and other relevant informarton to staff

Certain of the Group’s employees are ¢ligible
to partcipate in discretionary annual bonus
arrangements These arrangements, which
may include awards under the Group’s
Performance Share Plan, help to develop
employees’ interest in the Company’s
performance Full details of the Performance
Sharc Plan are contained in note 38 to the
accounts on pages 107 to 1:0
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HOW WE GOVERN OUR BUSINESS

DIRECTORS’ REPORT CONTINUED

Substantial shareholdings

Shares held ot ime Fercent held at me Nature Date of fast
of last notfication of last notification of holding notfication
BlackRock, Inc 129,375,413 18 92% Indirect interest os-Dec-zo11
Gordon Family Interests 92,143,203 13 47% Direct interest 17-May-zo11
Coronation Asset Management (pty) Limited 54,710,390 799% Direct interest 21-Feb-2012
Norges Bank 34,237,648 5 01% Darect interest 23-Sept-2011
Legal & General Investment Management Lirnited 24,034,330 3 51% Direct Interest 12-May-2010
The Company operates a2 non-discriminatory CREDITOR PAYMENT POLICY DISCLOSURE TO AUDITORS

employment policy and full and fair
consideration is given to apphications for
employment from disabled applicants where
they have the appropriate skills and abilities,
and to the continued employment of staff
who become disabled

The Company encourages the continuous
development and trairung of 1ts employees
and the provision of equal opportunities for
the trainintg and career development of
disabled employees

Information relating to employees 1s given
1n note § on page 85 The Group provides
retirement benefits for the mayority of its
employees. Details of the Group pension
arrangementsare set out1n note 39 on
pages noand 112

THE ENVIRONMENT

Details of the Group’s Corporate Responsibility
policy and 1ts aims and activities are

described on the Company’s website

www capitalandcounties com An overview

of the Group’s Corporate Responsibility
activity 15 S€TOUt 0N Pages 44 to 49

The Group recognises the importance of
minimsing the adverse impact of its
operations on the environment and the
management of energy consumption and
waste recycling

The Company strives continuously to
unprove its environmental performance
The environmental management system
1s regularly reviewed to ensure that the
company maintains 1ts commitment to
environmental matters

Durnng the year the Group made charitable
donarions amounting to £118,217

(2010 £119,485) Further informaunon on
charitable donations can be found in the
Corporate Responsibility report on page 48
There were no political donations made
dunng the year
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The Group’s policy and practice 1s to pay
creditors in accordance with agreed terms
of business

The ratio, expressed in days, between the
amounts invoiced to the Company by 1ts
suppliers 1in the year ended 31 December 2011
and the ameunts owed to 1ts creditors as at
31 December zo11 was nil days (2010 ntl)

OVERSEAS BRANCH REGISTER

For the purposes of 1ts listing on the JSE,
the Company maintains an overseas branch
register 1n South Africa

GOING CONCERN

Economic cenditions remain challenging,
however the Group has a prudent balance
sheet and sufficient cash reserves to meet both
1ts ongoing and futute commitments The
Group negoniated a new £300m debt facility
to refinance 1ts 2013 Covent Garden loan and
has significant headroom against 1ts financial
covenants, as disclosed on page 118

Having made due enquiniegs, the Directors
have a reasonable expectation that the
Company and the Group have adequate
resources to continue In operatienal existence
for the foreseeable future

Accordingly they continue to adopt the going
concern basis in preparing the annual report
and accounts

So far as the Directors are aware, there1s no
relevant audit informarion of which the
auditors are unaware and each Dhrector has
taken all reasonable steps to make himself
aware of any relevant audit information and
to establish that the auditors are aware of
that information

INDEPENDENT AUDITORS

The auditors, PricewaterhouseCoopers LLP,
have indicated their willingness to continue
1n office and a resolution seeking to reappoint
them will be proposed at the forthcoming
Annual General Meeting

ANNUAL GENERAL MEETING

The 2012 Annual General Meeting of the
Company will be held from 11 am on 20 April
2012 . The Notice of the Meeting, together
with an explanation of the business to be
dealt with at the Meeting, 15 included as a
separate document sent to sharcholders who
have elected to receive hard copies of
Shareholder information and 1s also available
on the Company’s website

By Order of the Board

Ruth Pavey
Company Secretary

29 February 2012




DIRECTORS’ RESPONSIBILITIES

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report, the Directors” remuneration report and the financial statements 1n accordance

with applicable law and regulanions

Company law requires the Directors to prepare financial statements for each finanaial year Under that law the Directors have prepared the
Group and Parent Company financial statements :n accordance with Internanional Financial Reperting Standards (IFRSs) as adopted by the
European Union 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 szatements, the Directors are required to

{a) select suitable accounting policies and then apply them consistently,
{b) makejudgementsand accounting estimates that are reasonable and prudent,

{c} state whether applicable IFRSs as adopted by the European Union (EU) have been followed, subject to any material deparrtures disclosed
and explained 1n the financial statements, and

{d

ford

prepare the financial statements on the going concern basis, unless 1t 1S inappropriate to presume that the Company will continue
1n 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 atany ume, the financial position of the Company and the Group and enable them te ensure that
the financial statements and the Directors’ remuneration 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 reasonable steps for the prevention and detection of fraud and other irregularitics

The Directors are responsible for the maintenance and integrity of the Company’s website Legislation in the United Kingdom governing
the preparation and dissemination of financial statements may differ from legislation 1n other jurisdictions

Each of the Directors, whose names and functions are listed in the Governance seciien, confirm that, to the best of their knowledge

{a) the Group financial statements, which have been prepared in accordance wich IFRSs as adopted by the EU, givea true and fair view
of the assets, habilinies, financial position and profit of the Group, and

{b) the Directors’ report contained 1n the Governance section of the Annual Report includes a fair review of the development and
performance of the business and the position of the Group, together with a deseription of the principal risks and uncertainties
that it faces

Signed on behalf of the Board on 29 February 2012

lan Hawksworth Soumen Das
Chief Executive Finance Director

WWW CAPITALANDCOUNTIES COM 71

TONYWIO3d SSINISNG ¥hO |

SSINISNE 3NO ONIINVISYIANN ‘

SINIWALYLS TVIDNYNIA 3O ‘ ’ SSINISNE ANO NYIAOD IM MOH l '




OUR FINANCIAL STATEMENTS

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
CAPITAL & COUNTIES PROPERTIES PLC

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS

OF CAPITAL & COUNTIES PROPERTIES PLC (COMPANIES
REGISTRATION NUMBER 7145051)

We have audited the Group and Parent Company financial
statements {the “financial statements”) of Capital & Counties
Properties PLC for the year ended 31 December 2011 which comprise
the Group and Company balance sheets, the consolidated income
statement, the consolidared statement of comprehensive income, the
Group and Company cash flow statements, the statement of changes
1 equuty and the relared notes The financal reportng framework
that has been applied 1n their preparation is applicable law and
International Financial Reporting Standards (IFRSs) as adopted by
the European Unton and, as regards the Parent Company financial
statements, as applied 1n accordance with the provisions of the
Companies Act 2006

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
As explained more fully 1n the Statement of Directors’
Responsibilities set out on page 71, the Directors are responsible

for the preparation of the financial statements and for being satisfied
thatthey give a true and fair iew Qur responsibility 1s to audit and
express an opinion on the financial statements 1n 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 opintons, has been prepared for and only
for the Company’s members as a body 1n accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose Wedo
net, in giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this repott 1s shown

or into whose hands 1t may come save where expressly agreed by our
PILOr consent 1N WIITINg

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obraining evidence about the amounts and disclosures
1n the financial staternents sufficient to give reasonable assuratice that
the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the
accounnng policies are appropriate to the Group’s and the Parent
Company’s circumstances and have been consistently applied and
adequately disclosed, the reasonableness of significantaccounting
esumates made by the Directors, and the overall presentation of the
financial statements [n zddanon, we read all the financal and non-
financial information i the Annual Report & Accounts zo11 to identify
marenal inconsistencies with the audited financial scatements If we
become aware of any apparent material misstatements or INCONSISIENCIES
we constder the implications for our report

OPINION ON FINANCIAL STATEMENTS
In our opmion

— thefinancial statements give a true and fair view of the state of
the Group’s and of the Parent Company’s affairs as at 31 December
2011 and of the Group’s profitand Group’s and Parent Company’s
cash flows for the yeart then ended,

~ the Group financial statements have been properly prepared
1n accordance with IFRSs as adopted by the European Union,

- the Parent Company financial statemnents have been properly
prepared 1n accordance with IFRSs as adopted by the European
Umon and as apphied in accordance with the provisions of the
Companies Act 2006, and

- the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006 and, as regards the
Group financial statements, Article 4 of the 1AS Regulatien
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OPINION ON OTHER MATTERS PRESCRIBED BY THE
COMPANIES ACT 2006
In our opinion

— the part of the Directors’ Remuneratuon Reporc to be audited
has been properly prepared 1n accordance with the Companies
AcCt 2006,

— theinformation given in the Directors’ Report for the financial
year for which the financial statements are prepared 1s consistent
with the financial statements, and

— theinformatgn given in the Corporate Governance Statement
setouton pages 52 to §8 with respect to internal control and
risk management systems and about share capital structures
15 consistent with the financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT
BY EXCEPTION
We have nothing to report in respect of the following

Under the Compantes Act 2006 we are required to report to you if,
1n our opanLon

— adequate accounung records have not been kept by the Parent
Company, ot returns adequate for gur audit have not been recetved
from branches not visited by us, er

— the Parent Company financial statements and the part of
the Directors’ Remuneration Report to be audired are not
n agreement with the accounting records and returns, or

— certain disclesures of Directors’ remuneratton specified by
law are not made, or

— we have not received all the informarion and explanations we
require for our audit, or

- acorporate governance statement has not been prepared by the
Parent Company

Under the Lisung Rules we ate required to review

~ the Directors’ statement, set Qut oh page 7o, In relation to
going concern,

— the parts of the Corporate Governance Statement relating to
the Company’s compliance with the nine provistons of the UK
Corporate Governance Code specified for our review, and

- certain elements of the report to shareholders by the Board on
Durectors’ remuneration

Mark Pugh (Senior Statutory Audttor)

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

29 February 2012

Notes

{2) The maintenance and integrity of the Capital & Counties Properues PLC website s the
responsibility of the Directors, the work carned out by the auditors does not involve
consideration of these maticrs and, accordingly, the auditors accept no responsibibity
farany changes that may have occurred 1o the financial statements since they were
1mnizlly presented on the website

{b}Legislation 1n the United Kingdom governing the preparation and dissémination of
financial statements may difter (rom legislation in other junsdiction




CONSOLIDATED INCOME STATEMENT
FORTHE YEAR ENDED 31 DECEMBER 2011

2011 2010
Notes £m €m

Revenue 2 108 4 1137
Rental iIncome 108 4 136
Rental expenses (39-4) (44 6)
Netrental income 2 69 0 69 0
Other income 3 0.8 o1
Gain on revaluanuon and sale of investment and development property 4 123 3 134 6
Profit on sale of available for sale investments 5 30.5 -
Remeasurement of deferred consideration 30 (4 2) o7
write down of trading property (o1) {o1)
Impairment of other receivables & - {16}

219 3 2027
Adnunistration expenses
Ongoing expenses (z2.2) (18 6)
Demerger costs 7 - (53
Operating profit 197.1 178 8
Finance costs 10 {(36.5) (40 3)
Finance incotne 17 14
Other finance costs 1o (14.5) (V)]
Change in fair value of derivative financial (nstruments 141 {0 3)
Net finance costs (35 2) {46 3)
Profit before tax 161.9 132 §
Current tax (2.5) (12)
Deferred tax (5.7} c4
REIT entry charge - {01)
Taxation 11 (8 2) (o 9}
Profit for the year 153 7 1116
Earnings per share from continuing operations
Basic earnings per share 14 23 z2p 212p
Diluted earnings per share 14 23 3p Z212p
Weighted average number of shares 14 661.8m 621 9m

Adjusted earnings per share are shown tn note 14

Notes on pages 78 to 113 form part of these consohdated financial statements

WWW CAPITALANDCOUNTIES COM

73

IONVWECHHd SSINISNE 3NO | I SSANISNG INO ONIANYISYIANN ‘

SINIWALVLS TYIDNVYNIE 3O J } SSINISNE ANO NYFAOD IM MOH ‘ }




QUR FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FORTHE YEAR ENDED 31 DECEMBER 2011

2011 2010

Notes £m £m

Profit for the year 153.7 1316
Other comprehensive income

Acruarial (losses){gains on defined benefit pension schemes 39 (1.4} 14

Fair value gains on available for sale investments and other movements 63 215

Tax on ttems taken directly to equity 29 09 {0 4)

Other comprehensive income for the year 58 225

Total comprehensive income for the year 159 § 154 1

Notes on pages 78 to 113 form part of these consolidated financial statements
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BALANCE SHEETS
AS AT 31 DECEMBER 2011

Group Group Company Company
2011 2010 20113 2010
Notes £m Em £m €m
Non-current assets
Investment and development property 15 1,616 8 1,377 6 - -
Plantand equipment 16 1.2 10 - -
Investment 1n Group companies 17 - - 446 5 446 6
Available for sale investments 19 195 663 - -
Derivative financial instruments 23 0.4 - - -
Pension asset 39 10 - - -
Trade and other receivables 20 34.2 12 4 - 11
1,6731 1,457 3 446 5 47 7
Current assets
Trading property 21 oz 03 - -
Denvative financial instruments 23 06 - - -
Trade and other receivables 20 267 26.8 369.1 277 7
Cash and cash equivalents 22 89 6 188 5 - -
171 215 6 3691 2777
Total asscts 1,790 2 1,672 9 815 6 725 4
Non-current habilities
Borrowings, including finance leases 25 (534 6) {651 5) - -
Dervanve financial instruments 23 {36 9) (53 9) - -
Penswon deficit 39 - (2 0) - -
Deferred tax proviston 26 (4 8) - - -
Other provisions 30 - 3 3) - -
(576-3} (710 7) - -
Current habilities
Borrowings, tncluding finance leases 25 {18.7) {13 1) - -
Dervative financial instruments 23 {05} - - -
Other provisions 30 (7.3} - - -
Trade and other payables 24 8z 4) (65 0) (o 4) a7
Tax liabilities (1 9} {c7) - —
{110 8) {78 8) {0.4) (17)
Total liabilities (687 1) (789 5) {0.4) (17}
Net assets 1,103 1 883 4 8152 7237
Equuty
Share capital 31 170 9 155 4 170 9 155 4
Other components of equity 932 2 728 0 644 3 568 3
Capital and reserves 1,103 1 883 4 815 2 7237

Notes on pages 78 to 113 form part of these consolidated financial statements

These consolidated financial statements have been approved for 1ssue by the Board of Directors on 2 February 2012

Iarfawksworth - - Soumen Das— T—
Chief Executive Finance Durector
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OUR FINANCIAL STATEMENTS

STATEMENT OF CHANGES IN EQUITY
FORTHE YEAR ENDED 31 DECEMBER 2011

2011
Share Share Merger Revaluahon Other Retained Total
capital  premium reserve reserve reserves €arnngs equity
Notes £m £m £m £m £m £m £m
Balance at 1 January 2011 155 4 891 141 4 330 osg 464.0 883.4
Profit for the year - - - - - 153.7 153 7
Other comprehensive income
Fair value gains on avatlable for sale investments - - - 63 - - 63
Actuarnial losses on defined benefit
pension schemes 39 - - - - - (1.4) (14)
Tax on 1tems taken directly to equity 29 - - - - - o9 0.9
Total comprehensive income for the year ended
31 December zou - - - 63 - 153.2 159 5
Transactions with owners
Ordinary shares wssued 155 60 751 - - - 96.6
Merger reserve realised’ - - (z0 3) - - 203 -
Realise revaluation reserves on available for
sale tnvestments - - - {z8 5} - - (28.5)
Fair value of share-based payments - - - - 17 - 1.7
Dividends paid 13 - - - - - (9.6) (9 6)
Total transactions with owners 155 60 54 8 (28 §) 17 10.7 6oz
Balance at 31 December zon 170 9 951 196 2 108 z2 627 9 1,103 1

1 Represents qualifying consideration received by the Company following capital rmising 1in May 2011 The residual balance taken to the merger reserve does not currently meet the
critena for qualifying considération as 1t forms part of a hnked transaction

2010
Rekzined
Share Shore Merger  Revoluahon Caputal Other flosses) Total
capital pramium reserve reserve  contribution reserves  /eamings equity
Notes £&m Lm £m Em Em £m €m €m

Balance at 1 January 2010 4975 891 876 157 — - (597 2) 92 7
Profit for the year - - - - - - 1316 131 6
Other comprehensive iIncome

Fair value gains on available for

sale imvestments and octher movements - - - 215 - - - 215

Actuanal gains on defined benefit

pension schemes 39 - - - - — — 14 14

Tax on 1tems taken directly to equity 29 - - - - _ - {0 4) {0 4)
Total comprehensive income for the year
ended 31 December 2010 - - - 215 — - 132 6 154 1
Transactions with ownets
Capital reduction (342 0) - - - - - 342 ¢ -
Capital reorgamsation and pro forma
restatement’ - - 538 (4 2) 696 7 — (107 0) 639 3
Capital contribunion realised - - - - (696 7) - 696 7 -
Share redemption (o1 - - - - - - fo1)
Fair value of share-based payments - - - - - o5 - os
Dividends paid 13 - - - - - - 31 (31)
Total transactions with owners (342 1} - 538 (4 2) - o5 928 6 636 6
Balance at 31 December 2010 155 4 891 141 4 330 - o5 464 0 883 4

Notes on pages 78 1o 113 form part of these consohidared financial siatements

2 Oundemeérger from: Liberty International 2 number of reserves were rezhised and pro forma adjustments {made 1n comparative penods to reflect the application of merger accounting
principles) reversed Debt waivers granted o the Group by Liberty Intérnatronal were reflected as a capital contnbution reserve prior to being reatised in retained earnings
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STATEMENTS OF CASHFLOWS

FORTHE YEAR ENDED 31 DECEMBER 2011

Group Group Company Company
2011 2010 2011 2010
MNotes £m £m £m £m

Cash generated from operations 34 380 38 6 {91 4) 34

Interest paid (38 4) {41 4) - -
Interest recerved 17 13 41 -
Taxation {13) 10 0.3 o 3)
Cash flows from operating activitzes - (0 5) (87 o) 31

Cash flows from investing activities

Purchase and development of property (161 1) {26 8) - -

Sale of property 482 281 - -

REIT entry charge paid (o1) (38 - -

Sale of available for sale investments S50 os - -

Pension funding 36) - - -
Exclusivity agreement with LBHF (15 0) - - -

VAT recewved on internal restructure’ 2z 2 - - -

Cash flows from investing activitics (54 4) (1 8} - =

Cash flows from financing acuvities

Iss5ue of shares 96 6 — 96 6 -
Issue of redeemable shares - 01 - o1

Redemption of redeemable shares - (o1 - (o1}
Cash transferred to restricted accounts 22 - {6 0) - -
Borrowings drawn 25 145 8 K] - -
Bortowings repaid 25 {259.4) (68 ) - -
Funding from Capttal Shopping Centres Group 25 - 244 0O - -

Purchase of denivarives (34) - - -

Termination of swaps (14 5) (7 4} - -

Equity dividends paid 13 {9 6) (31) (96 G
Cash flows from financing activities (44 5) 165 5 87 0 31
Net (decrease)/increase in unrestricted cash and cash equuvalents (98 9) 163 2 - -

Unrestricted cash and cash equivalents at 1 January 1825 193 - -

Unrestricted cash and cash equuvalents at 31 December 22 836 182 5 - -

1 VAT received on an internal propersy transfer was deemed to be a VAT supply [nput VAT was received prior to the balance sheet date whilst output VAT was not settled until

January zo12.

Notes on pages 78 to 113 form part of these consolidated financial statements
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QUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS

1 PRINCIPAL ACCOUNTING POLICIES

General informahon

The Capital & Countuies Properties PLC Group demerged from its
former parent company, Liberty Internanional PLC (subsequently
renamed Capital Shopping Centres Group PLC), with effect from
7 May zo1o Shares in Capital & Counties Properties PLC were
admutred to dealings on the London and Johannesburg Stock
Exchanges in May 2010 The Group’s assets principally comprise
investment properties at Covent Garden, Earls Court & Olympia,
a 50 per cent interest 1n the Empress State building, and a so percent
interest in The Great Capital Partnership, a joint venture focused
predeminantly on London's West End

Capital & Counties Properties PLC was tncorporated and registered
1n England and Wales on 3 February zo10 under the Companies Act
as a public company limited by shares with registration number
7145051 The registered office of the Company 1s 15 Grosvenor Street,
London, WiK 4QZ, Umited Kingdom The principal activity of the
Company 15 to act as the ultimate parenz company of Capital &
Counties Properties PLC Group, whose principal activity is the
development and management of Lavestrnent property

Basis of preparation

The Group’s consolidated financial statements are prepared 1n
accordance with International Financial Reporung Standards
(“IFRS”), as adopted by the European Union, International Financial
Reporting Interpretations Committee (“IFRIC™) interpretations and
with those parts of the Companies Act 2006 applicable to companies
reporting under IFRS The Company’s financial statements for the
comparative period cover the peniod from incorporation, therefore
references appearing in these financial statements to the year ended
should, for the comparative period, be read as being for the period
ended The Directors have taken advantage of the exemption
offered by Sectien 408 of the Companies Act 2006 not to present

2 separate income statement or statement of changes in equity

for the Parent Company

The consohidated financial statements have been prepared under
the historical cost convention as modified for the revaluation of
properties, available for sale investrments and finanoal assets
held for trading

Standards and guidelines relevant to the Group that were 1n 1ssue
and endorsed at the date of approval of the consolidated financial
statements but not yet effective and have not been adopted early
IFRS 7 ‘Financial Instruments Disclosures’ (amendment)

IAS 32 ‘Financial Instruments Presentation’ {amendment}

The assessment of amendments 1ssued but not effective are not
anticipated to have a matenal impact on the financial statements

During zoi, the following accounting standards and guidance were
adopted by the Group

1AS 24 “‘Related Party Disclosures® (revised)

IAS 32 ‘Financial Instruments Presentation’ (amendment)

IFRS 1 ‘First-nme Adoption of Internanonal Financial Reporting
Standards’ {amendment)

IFRIC 14 ‘Prepayments of a Mimimum Funding Requirement’
{amendment)

IFRIC 19 ‘Extinguishing Financial Liabilines with Equity
Instruments’

Collectively, together with the International Accounting Standards
Board’s annual improvements, these proncuncements either had no
impact on the consohidated financtal statements or resulted 1n
changes to presentation and disclosure only
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2010 Group reconstruchion

All Capital & Counties Properties PLC Group companies which

were owned and controlled by Liberty International PLC prior to
the demerger were transferred under the new ultimate parent
company, Capital & Counues Properties PLC, prior to 7 May zo10
The introducnon of this new ultumate holding company constituted
a group reconstruction

The transaction fell outside the scope of IFRS 3 ‘Business
Combinations’ Accordingly, following the guidance regarding the
selection of an appropriate accounting policy provided 11 [AS 8
‘Accounting Policies, Changes in Accounting Estumates and Errors’,
the transaction has been accounted forin these finanaial statements
using the principles of merger accounting with reference to UX
Generally Accepred Accounting Practice (UK GAAP) This policy,
which does not conflict with IFRS, reflects the economic substance
of the transaction

Amounts due to former subsidiary undertakings of Liberty
International PLC which were not demerged, were waived prior

to demerger In order to zchieve uniformity, debt waivers recetved
were treated as a capital contribution rather than an extinguishment
of debt

Therefore, although the Group reconstruction did not become
unconditional unnl 7 May zo1o0, the comparative financial
statements have been presented as if the Group stracture had always
been 1n place For further details on the demerger refer to page 117

Going concern basis

The Directors are satisfied that the Group has the resources to
continue in operational existence for the foreseeable future, for this
reason rthe consolidated financtal statements are prepared on a going
concern basis

Basis of consohdahon

These accounts include the consolidation of the following Lumited
partnerships Capital & Counties CGP, Capital & Counties CGP 9,
Capco CGP 2010 LP, EC Properties LP and Seagrave Road LP The
members of these qualifying partnerships have taken advantage of
disclosure exemptions avatiable in Statutory Instrument 2008/569
and therefore will not produce consolidated accounts at the
partnership level

The consolidated financial statements are prepared 1in British
pounds sterling which 1s determined to be the functional currency
of the Parent

Substdianies

Subsidiary undertakings are fully consolidated from the date on
which the Group 1s deemed to govern the financial and operating
pelicies of an ennty, whether through a majority of the voting nghts
or otherwise They cease to be consolidated from the date this control
1slost

All tntragroup balances resultung from 1ntragroup transactions are
ehiminated n full

Any proportion of a subsidiary’s income statement and ner assers
not held by the Group are presented separately as non-controlling
inrerests within these consclidated financial statements

Joint ventures

The Group’s interest in jointly controlled entities 1s accounted for
using propertonal conseltdation The Group’s share of the assets,
hiab:lities, iIncome and expenses 1s combined with the equivalent
items 1n the consolidated financial statements on a ine-by-line basis




1 PRINCIPAL ACCOUNTING POLICIES CONTINUED
Investments in subsidiaries and joint ventures are reviewed at least
annually for impairment Where there exists an indication of
unpairment an assessment of the recoverable amount is performed
The recoverable amount 1s based on the higher of the investment’s
continued value 1n use or its fair value less cost to sell, fair values
denived from the entities’ net asset value at the balance sheetdate

Estmahon and uncertainty

The preparation of consolidated financial statements tn conformuity
with IFRS requires the use of estimates and assumpuions thataffect
the reported amounts of assets and liabtlities and the reported
amounts of revenues and expenses Although these estirmnares are
based on management’s best knowledge of the amount, event or
actions, actual results ultimately may differ from those estimates
The most significant area of estimation and uncertainty in the
consolidated set of financial statements ts 1n respect of the valuation
of the property portfolio and investments, where external valuations
are obtained Other areas of estumarion and uncertainty are included
within the zccounting policies below, the more significant being

Revenue recogmtion

Share-based payments

Provisions

Penstons

Contingent liabilities and capital commitments
income tax

‘Trade and other receivables

Dervanive finanaal instruments

Operating segments

Management has determuned the operating segments with reference
to reports on divisional financial perfoermance and pesition which are
regularly reviewed by the Chief Executive, whois deemed to be the
chief operating decision maker

Foreign currencies

‘Transactions 1n currencies other than the Company’s funcrional
currency are recorded at the exchange rate prevailling at the
transaction date Foreign exchange gains and losses resulting from
settlement of these transactions and from retranslation of monetary
assets and Liabilities denominated 1n foreign currencies are
recognised in the income statement except for differences arising
on the retranslation of available for sale investments which are
recognised in other comprehensive income

Revenue recognition

Property rental income and exhibition income consisis of gross
income calculated on an accruals basis, together with services

where the Group acts as principal in the ordinary course of business,
excluding sales of iInvestment properties Rental itncome receivable
1s spread evenly over the period from lease commencement to

lease expiry

Lease incentive payments, including surrender premuums paid
which can be directly linked to enhanced rental income, are
amortised on a straight-line basis over the lease term Upon receapt
of a surrender premium for the early termination of a lease, the profit
and non-recoverable outgoings relating to the lease concerned are
immediately reflected 1n income

Contingent rents, being those lease payments that are not fixed at
the inception of a lease, for example increases arising on rent reviews,
are recorded as income 10 the periods in which they are earned

Rent reviews are recogrused as income, based on management’s
estumates, when 1t 1s reasonable to assume they will be received
Estimates are derived from knowled ge of market rents for
comparable properties determined on an individual property
basis and updated for progress of negotiations

Where revenue 1s obtained by the sale of properties, 1t 1s recognised
when the significant risks and returns have been transferred to the
buyer This will normally take place on exchange of contracts unless
there are conditions attached For condinional exchanges, sales are
recognmsed when these conditions are sausfied

Interest income 15 accrued on a 1ime basis, by reference to the
pringpal cutstanding and the effecuve interest rare

Dividend income 1s recognused when the relevant Group company’s
right to receive payment has been established

Excephonal items

Exceptional items are those (tems thatin the Directors” view are
required to be separately disclosed by virtue of cheir size or incidence
to enable a full understanding of the Group’s financial performance
These are excluded feom the calculatuon of underlying earnings

Income taxes

Current tax 15 the amount payable on the taxable income for the year
and any adjustment tn respect of prior years Itiscalculated using
rates that have been enacted or substantively enacted by the balance
sheet date

In accordance with LAS 12, deferred tax 1s provided using the balance
sheet Liability method on temporary differences between the carrying
amounts of assets and habil:ities for financial reporting purposes and
the tax bases of those assets and liabilines However temporary
differences are not recognised to the extent that they arise from the
nitial recognition of assets and liabilities (other than on abusiness
combination) that at the time of the transactton affect nerther
accounting nor taxable profit and loss

Deferred rax 1s determined using tax rates that have been enacred or
substantially enacted by the balance sheet date and are expected to
apply when the related deferred tax asset 1s realised or the deferred
tax hiability 1s setrled

Deferred tax assets are recogrused only to the extent that
management believes 1t 1s probable thart furure raxable profic will
be available against which the temporary differences can be utilised
Deferred tax assets and hhabilities are offset only when they relate to
raxes levied by the same authority and the Group intends to settle
them on a net basis

Tax s included 11 the income stacement except when it relates to
1tems recognised 1n other comprehensive income, or directly 1n
equity, 1n which case the related tax 1s also recognised 1h other
comprehensive iIncome or directly 1o equity

Share-based payments

The cost of granting share opnions and other share-based
remuneration 1o employees and Directors 1s recognised through the
income statement with reference te the fair value of the instrument
at the date of grant The income statement 15 charged over the vesung
period of the oprions

An option pricing model 1s used applying assumptions around
expected yields, forfeiture rates, exercise price and volatihity

Own shares held 1n connection with employee share plans and other
share-based payment arrangements are treated as treasury sharesand
deducted from equity

Impairment of finanaal assets

An annual review s conducted for financial assets to determune
whether there 1s any evidence of 2 loss eventas described by 1AS 39
Where there 1s objective evidence of impairment the amount of any
toss 15 calculated by estumaung future cash flows or by using fair
value where this 1s available through observable market prices
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

1 PRINCIPAL ACCOUNTING POLICIES CONTINUED
Investment and development property

Investment and development properties are owned or leased by the
Group and held for long-term rental income and capital appreciation
and exclude properties occupied by the Group

The Group has chosen to use the fair valu¢ model Properties are
imtially recognised at cost and subsequently revalued at the balance
sheet date to fair value as determuned by professionally qualified
external valuers on the basis of market value after allowing for
future transacrion costs The valuation is based upon assumptions
including market rent or business profitability, furure growth,
anticipated maintenance costs, development costs and an
appropriate discount rate where possible applying yields based

on known transactions for similar properties and likely incentives
offered te tenants These assumptions conform with Royal
Insticution of Chartered Surveyors (“RICS™) valuation standards

The fair value of properties 1s arnived at by adjusting the market
value as above for directly attributable lease incentive assets and
fixed head leases

Properties held under leases are stated gross of the recognised
finance lease hability

The cost of development propernics includes capitalised interest and
other directly attributable cutgoings, exceptin the case of properties
and land where no development 1s imminent, tn which case no
interest1s included Interestis capitalised (before tax reliefyon the
basis of the average rate of interest pard on the relevant debt
outstanding, until the date of practical completion

When the Group redevelops an exi5ting Investment property
for contunued future use as an investment property, the property
remains an investment property measured at fair value

Gans or losses ansing from changes in the fair value of investment
and development property are recognised in the income statement
of the per1od 1n which they arise Depreciation 15 not provided in
respect of investment propertes including plant and equipment
integral to such investment properties

When the use of a property changes frem that of trading property
to 1nvestment property, such property 1s transferred at fair value,
with any resulung gain being recognised as property trading profit

Investment properties cease recognition as investment property
either when they have been disposed of or when they cease to be
held for the purpose of generatung rental income or for capital
appreciation Where the Group disposes of a propercy at fair value
man arm’s length transaction the carrying value immediately
priot to the sale 15 adjusted to the transaction price, offset by any
directly attributable costs, and the adjuscment ts recorded 1n the
income statement

Leases

Leases are classified according o the substance of the transaction
A lease that transfers substantially all the risks and rewards of
ownership to the lessee 1s classified as a finance lease All other
leases are normally classified as operating leases

Group as a lessee

In accordance with 1AS 40, finance and operating leases of
vestment property are accounted for as finance leases and
recognised as an assetand an obligation to pay future minimum
lease payments The investment propercy assetis included in the
balance sheet at the lower of fair value and the present value of
minimum lease payments, gross of the recognised finance lease
liability Lease payments are allocated between the liability and
finance charges so as to achieve a constant financing rate
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Other finance leased assets are capitalised at the lower of the fase
value of the leased asset or the present value of the mimimum lease
payments and depreciated over the shorter of the lease term and the
useful life of the asset

Rental expense under operating leases 1s charged to the income
statement on a straight-line basts over the lease rerm.

Group as lessor

Assets leased our under finance leases are recognised as receivables at
the amount of the Group’s net investment in the leases Finance lease
income 15 allocated to accounting periods so as to reflect a constant
rate of return on the pet tnvestment

Assets leased out under operanng leases are included tn investment
property, with rental income recognised on a straight-line basis over
the lease term

Trading property
Trading property comprises those properties thatin the Directors’

view are expected to be disposed of within one year of the balance
sheet date Such properties are transferred from investment property
at fair value which forms 1ts deemed cost Subsequently 1tis carried
at the lower of cost and net realisable value

Plant and equipment

Plantand equipment consists of fixtures, fitnngs and ether office
equipment Plantand equipmentt s stated at cost less accumulated
depreciation and any accumulated impairment losses Cost includes
the original purchase price of the asset plus any artributable cost in
bringing the asset to 1ts working condition for 1ts intended use
Depreciation 15 charged to the income statement on a straight-hne
basis over an asset’s estimated useful life to a maximum of five years

Investment in Group companies

Investrent in Group companies, which 1s eliminated on
consolidation, 15 stated in the Company’s separate financial
staternents at cost less impairment losses, If any Impairment losses
are determined with reference to the investment’s fair value less
estimated selling costs Fair value 1s derived from the subsidiary’s net
assets at the balance sheer date On disposal, the difference between
the net disposal proceeds and 1ts carrying amount 1s included in
profit or loss

Investments

Available for sale investments, being investments intended to be held
for an indefinite period, are ininally recognised and subsequently
measured at fair value

Gains or losses ansing from changes 1n the fair value of available
for sale investments are included 1n other comprehensive
mncotne, except to the extent that losses are determined to be
attributable to impairment, in which case they are recognised

in the income statement

Disposals are recorded upon distributton, at which time
accumulated fair value adyustments are recycled from reserves
to the income statement

Trade and other receivables

Trade and other recervables are initially recognised at fair value

and subsequently measured at amortised cost The Directors exercise
Judgement as to the collectability of the Group’s trade and other
recetvables and derermme when 1115 appropriate to impair these
assets Factors such as days past due, credit status of the
counterparty, historical evidence of collection and probability

of deriving future economic benefit are considered




1 PRINCIPAL ACCOUNTING POLICIES CONTINUED

Cash and cash equivalents

Cash and cash equivalents are recognised at fair value Cash and cash
equivalents comprise cash on hand, deposits with banks and other
short-term hughly l:quid invesrments with original maturities of
three months orless

Derivative financial instruments

The Group uses non-trading derivative financial insttuments to
manage exposure to nterest rate risk These instruments have not
been designated as qualifying for hedge accounting They are
1mmaazlly recognised on the trade date at fair value and subsequently
remeasured at fair value based on market price Changes in fair value
are recognised directly in the iIncome statement

Trade payables

Trade payables are obligations for goods or services acquired in the
ordinary course of business Trade payables are recognised at fair
value and subsequently measured atamortised cost unul sectled

Dividend distribution
Diwvidend distributions vo sharehelders are recognised as a liabihity
once approved by shareholders .

Provisions

Provisions are recognised when the Group has a current obligation
arising from a past event and 1t 15 probable that the Group will be
required to settie that obligation Provisions are measured at the
Directors’ best estimate of the expenditure required to settle thar
abligation at che balance sheer date

Borrowings

Borrowings are recognised initially at their net proceeds on 1ssue
and subsequently carried at amortised cost Any transaction costs,
premiums or discounts are capitalised and recognised over the
contractual life using the effective interest method In the event of
early repayment all unamortised transaction costs are recognised
immediately in the income statement

Share capital

Ordinary shares are classified as equity Incremental costs directly
attributable to the 1ssue of ordinary shares are recognised as a
deduction from equity, net of any tax effects

Pensions

The costs of the defined contribution scheme and the Group’s
personal pension plans are charged against profits tn the yearin
which they fall due

Past service costs, current service costs and curtallment gains of

the defined bencfit scheme are recognised immediately in 1ncome
Actuanal gains and losses arising from experience adjustments and
changes 1n actuanal assumpruions are charged or credited rto equity

n other comprehensive income for the period 1n which they anse
The defined benefit obhigation 1s calculated annually by independent
actuaries using the projected unit credic method and applying
assumptions which are agreed berween the Group and its actuaries

Contingent liabilities and ¢apital commitments
Conringent hiabilities are not recognised due to lack of certainey
with respect to measurement of the potential future habihty
Adescription of the narure and, where possible, an estumarte of
the financial effect of contingent habilities 1s disclosed

Capital commutments are disclosed when the Group has a centractual
future obligation which has not been provided for at the balance
sheet date
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QUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

2 SEGMENTAL REPORTING

Management has determined the operating segments based on reports reviewed by the Chief Executive, who 1s deemed o be the chief

operating deciston maker The prinapal performance measures have been tdentified as net rental income and net asset value

For management and reporting purposes the Group s organised 1nto five operatung divisions being The Great Capital Partnership,

Earls Court & Olympia, Covent Garden, China and Cther The Other segment primarily constitutes the business unit historically known

as Opportunities and other head office companies Due to actions taken by the fund manager whe controls the divestment decisions

pertaining to the Group’s interests tn China, this segment has been presented separately as the segment’s results exceeds the quantitative

threshold requiring separate disclosure The Earls Court & Olympia segment alse includes the Group’s interest in The Empress State

Limited Partnership which holds the Empress State building adjacent to the Group’s property at Earls Court

The Group’s operating segments derve thetr revenue primarily from rental income from lessees, with the exceprion of Earls Courc & Olympia

whose revenue primanly represents extubition income

Unallocated expenses are costs incurred centrally which are neither directly nor reasonably attributable to individual segments

Reportable segments

2011
The Great
Coprtal  Earls Court Covent Group
Partnership & Clympia’ Garden China Other total
£m Cm £m £m £m £m
Revenue 133 592 359 - - 108 4
Rentrecervable and exhibttion income 12§ 59.2 328 - - 104 5
Service charge income o8 - 31 - - 39
Rental income 13 3 592 359 ~ - 108 4
Service charge and other non-recoverable costs (z 3} (29 0} (8 1) - - (39.4)
Net rental income 1o 302 27 8 - - 69 0
Other income - o4 - - 04 o8
Gain on revaluation and sale of iInvestment and
development property 253 46 3 512 - o5 123.3
Profiton sale of available for sale investments - - - 308 - 305
Remeasurement of deferred consideranion - (4 2) - - - (4.2)
Wiite down of trading property - - - - {o1) {o1)
Segment result 363 7z 7 790 305 0.8 219 3
Unallocated costs
Admunistratton expenses {zz.2)
Operating profit 197 1
Net finance costs® (35-2)
Profit before tax 161 9
Taxation (8 2)
Profit for the year 153 7
summary balance sheet
Total segment assets® 2535 616 4 827 6 196 57 1,722 8
Total segment liabilities® (130 2) (248 B) {302 2) - (5 9) (687 1)
1233 367 6 525 4 19.6 {oz) 1,035 7
Unallocated net assets® 67 4
Net assets 1,103 1
Other segment items:
Capital expenditure (14) {46 4) (131 7) - - (179 5)
Depreciation - - (o 2) - - {0 2)

1 Empress State represents £7 1 milhon of the £30 2 mullion net rental income for Earls Court & Olympia

2 TheGroup eperates a central treasury function which manages and monitors the Group s finance income and costs on a net basis and a majonty of the Group’s cash balances
3 Tortakassets and total habilines exclude loans berween and (nvestments th Group companies
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2 SEGMENTAL REPORTING CONTINUED

2010
The Great
Capitg! Earls Court Covent Growp
Parinership & Clympia’ Garden China Other total
£m £m £m €m Em £m
Revenue 161 577 389 - 10 13 7
Rent recervable and exhibition income 149 577 362 - o6 100 4 -c—
Service charge income 12 — 27 - 03 42 %
Rental income 161 577 389 - o9 13 6 E
Rent payable - - (10} - - (10) =
Service charge and other non-recoverable costs {2 5) (28 6) {1z 2} - (o 3} (43 6) 5
Net rental income 136 291 257 - o6 650 %
Other income - - - - o1 o1 8
Gain on revaluation and sale of investment and :
development property 335 233 77 8 - - 134 6 S
Remeasurement of deferred consideration - 07 - — - o7 Z
write down of trading property — — - — ©1) (o 1) @
Impairment of other receivables - - - - {16) (16)
Segment result 47 1 531 103 5 - (10) 2027 —
Unallocated costs 8
Administration expenses (23 9} :
Operatng profit 178 8 &
Net finance costs® (46 3) 4
Profit before tax 132 § §
Taxation (09) =
Frofit for the year 1316 é
Summary balance sheet %
Total segment assets® 2731 503 2 6590 66 3 - 1,501 6 %
Total segment ftabilities? (128 6) (273 4) (382 0) - (7 1) {791 1) m
144 5 229 8 2770 663 G 705

Unallocated net assers” 1729
Netassets 883 4
Other segment 1tems
Capital expenditure {11) (22 7) (7 5) - - {31 3)
Depreciation - - fo 1) - - (o1

1 Empress State represents £6 5 msllion ofthe £29 1 million net rental income for Earls Court & Olympia

2 The Group operates a central treasury functizon which manages and momitors the Group's finance ingome and costs on a net basis and a majonty of the Group's cash balinces

3 Total assets and rotal lrabthttes exclude loans between and investments 1n Group companies

The Group’s geographical segments are set out below This represents where the Group’s assets and revenues are predominantly domiciled

Revenue represents income from tenants and total assets primarily constitute INnvestment property

Revenue Total Capital expenditure

2011 2010 2011 2010 2001 20010

£m £m £m Een £m £m

Central London 108.4 12 7 1,770.4 1,606 3 179 5 213
Other - 10 5.8 66 6 - —
108 4 13 7 1,790.2 1,672 ¢ 179 5 313
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QUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

3 OTHER INCOME

2011 2010
£m £m
Dividend imncome - o1
Non-recurring inceme 0.8 -
Other income 0.8 o1
4 GAIN ON REVALUATION AND SALE OF INVESTMENT AND DEVELOPMENT PROPERTY
2011 2010
£m Em
Garn on revaluation of investment and development property 119.4 1333
Gain on sale of investment property 39 13
Gam on revaluation and sale of investment and development property 123 3 134 6
5 PROFIT ON SALE OF AVAILABLE FOR SALE INVESTMENTS
2011 2010
£m £m
Profit on sale of available for sale iInvestments 305 —

Profit on sale of avaiiable for sale investments represents part divestment from Harvest China Real Estate Fund1and divestment 1n full

from Harvest China Real Estate Fund II following property disposals made by the funds

6 IMPAIRMENT OF OTHER RECEIVABLES

Impairment of other recevables of £1 6 million arase 1n 2010 following an impatrment review of loan notes receivable by the Group
Thermparrment charge was calculared with reference to the market value of cercain property assets that the Group would have priority

over 1 the event of default There was no impairment 1n zoit

7 DEMERGER COSTS

Demerger costs included within administration expenses in 2010 were those costs and fees that were directly related to the Group’s demerger
from Liberty Internatienal These included inter alia legal and professional fees, listing fees and costs associated with the establishment of the

Company’s head office These were treated as exceptional items and were notincluded 1n the calculation of underlying earmings
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8 EMPLOYEE INFORMATION

Group Geoup
2011 2010
a) Employee costs £m £m
Wages and salanes 20 2 17 8
Social securnity costs 17 19
Other pension costs og og
Share-based payments 1.5 o4 c
24 3 210 Z
m
4
b) Employee numbers Group %
Total number of people including Executive Directors) employed 2011 2010 %
Covent Garden Restaurants Group 88 78 @
Earls Court & Olympia 286 288 ;89
Capeco head office & Covent Garden 69 50 b
Total headcount at 31 December 443 416 %
%
Group Group
Average number of people (including Executive Directors) employed 2011 2010
Covent Garden Restaurants Group 83 82 —
Earls Court & Olympia 300 303 8
Capco head office & Covent Garden 62 36 g
Total average headcount 445 421 ‘if’
5
9 AUDITORS’ REMUNERATION 2
2011 2010 =
£/000 £1000 Fo]
Remuneration to the principal auditor in respect of audit fees g
Statutory audit of the Company and consolidated accounts 117 174 Z
(
Remuneration to the princapal auditor 1n respect of other services
Statutory audit of subsidiary accounts 143 80
Staturory audit of the pension funds 7 -
Other services pursuant to legislation 35 70
Corpotate finance advisory services 46 62
Taxation advisory services 14 6
Other services B -
370 392
Remuneration to other auditors comprises
Statutory audit of UK subsidiaries - 157
Tax services to UK subsidiaries 59 99
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

10 FINANCE COSTS

2011 2010
£m £m

Finance costs
On bank overdrafis and loans 366 407
Amortsation of 1551 costs o8 o1
Onobligatons under finance leases o8 o3
Gross finance costs 38.z 411
Interest capitalised on developments (1.7) (0 8)
Finance costs 365 403
Costs of termunanion of derivative financial instruments’ 14.5 71
Other finance costs 14 5 71

1 Treated as exceptional and therefore cxcluded from the caleulation of underlying carnings

Interest s capitalised, before tax relief, on the basis of the average rate of interest paid of § ¢ percent{zo10—5 ¢ per cent) on therelevant debr,

applied to the cost of developments during the year

11 TAXATION

2011 2010

£m £m

Current 1ncome tax
Current income tax charge 25 22
Adjustmenits 1n respect of previous years - o1
Current income tax on profits excluding exceptonal (tems 25 23
Deferred income rax
On investment and development property 141 84
On accelerated captral allowances 0.4 (17
On exceptional losses {11 6} -
On derivative financial instruments 33 (5 6)
On non-exceptional 1tems (o5) -
On exceptional 1tems - 25
Deferred income tax on profits 57 {0 4)
REIT entry charge - 01
Current tax credit on exceptional items - (11)
Total tax expense reported 1n the income statement 8z G 9
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11. TAXATION CONTINUED
Factars affeching the tax charge for the year
The tax assessed for the period s £8 2 mulhion which is lower than the standatrd rate of corporation tax in the United Kingdom

The differences are explained below

2011 2010

£m £m

Profit before tax 161.9 1325
Profit on ordinary actuivities muluplied by the standard rate 1n the UK of 26 5% (2010 —28%) 42.9 371
UK capital allowances not reversing on sale {0 6) (15)
Revaluation surplus not recognised 1n deferred tax (15.8) (377}
Prior year corporation tax items - o1
Expenses disallowed, net of capitalised interest 0.5 15
REIT- corporation tax exemption on qualifying properties pre exit from REIT Regime - (o5)
REIT-deferred tax movement tn year post exit from REIT Regime - 194
REIT-entry charge - o1
Uunlisation of losses {(broughrt)/carned forward {11.0) 19
Non-taxable items (8.1) -
Deferred tax arising on exit from REIT Regime - (15 1)
Reduction in deferred tax following cut in corporate tax raxe 03 {0 4}
Total tax expense reported n the income statement 82 09

Asaresultof extung the UK RETT Regime, a deferred tax charge of £19 4 million was recognised 10 zo1o on investment properties and 1s
disclosed 1n the tax reconciliation above as ‘REIT —deferred tax movement in year post exit from REIT Regime’ This charge was offset by
a corresponding credit disclosed above under ‘Deferred tax arising on exit from REIT Regime’

Further amendments to the UK Corporation Tax system were announced 1n the March 2011 Budget which included changes to the main rates
of UK Corporanion Tax The main rate of corporation tax decreased from 28 per cent to 26 per cent from 1 Apnil zon1 The Budgert will reduce
the main rate of corporation tax from 26 per cent to 25 per cent from 1 April zo1z It proposes to make further reductions to the main rate of
1per cent per annum to 23 per cent by 1 April 2014 The decrease 1n tax rate to 25 per cent has been substantively enacted for the purposes of
IAS 12 and therefore has been reflected 1n these financial statements

12 PROFIT/(LOSS) FOR THE PERIOD ATTRIBUTABLE TO SHAREHOLDERS OF CAPITAL & COUNTIES PROPERTIES PLC
Profit of £2 B mullion 15 dealt with 1n the accounts of the holding Company in respect of the year (2010 —losses of £1 6 million) Noincome
statement or statement of changes in equiry 15 presented for the Company as permutted by Section 408 Companlies At 2006

13 DIVIDENDS

2011 2010
Group and Company £m £m
Ordinary shares
Prior year final dividend paid of 1 op per share (2010 — £nul) 6z -
Intertm dividend paid of o 5p per share (zo10—o0 5p} 34 11
Dhvidends paid 96 31
Froposed final dividend of 1 op per share{2zo010~1 op) 68 62

Details of the shares tn tssue are given 1n note 31
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QOUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

14 EARNINGS PER SHARE AND NET ASSETS PER SHARE

2011 2010

Earmings Shares' Pence per Earnings Shares' Pence per
(a) Earnungs per share £m miflion share £m million share
Basic carmungs 1537 661 8 23.2 131 6 6219 212
Dilutive effect of share option awards® 17 40 o3 12
Dilunive effect of contingently 1ssuable shares® — o6 - -
Dilutive effect of matching nil cest options® - 19 - -
Diluted earnings 155 4 668 3 23.3 1321 6231 212
Basic earnings 1537 1316
Adjustments
Gain on revaluation and sale of investment and
development property (123 3) (134 6)
Writedown of trading property 0.1 o1
Fair value movement on denivaave financial
instruments (14 1) o3
Costs of termination of denivauve financial
instruments 14 5 71
Current tax adjustments (03) (o3}
Deferred tax adjustments 17.4 (2 9)
EPRA adyusted earnings 480 6618 73 13 6219 oz
Exceptional other tncome {0 8) -
Profit on sale of available for sale investments {30.5) -
Remeasurement of deferred consideration 42 (o 7)
Write down of trading property (01) (01}
Impairment of other receivables - 16
Demerger costs - 53
Current tax adjustments 03 (o 8)
Deferred tax adjustments {11 6) 25
REIT entry charge — o1
Underlying earmnings 95 6618 1.4 92 6219 15

1 Waeighted average number of shares in tssue during the period

2 Further informanon on these items can be found 1n note 38 Share-based paymenis

Headlhine earnings per share 1s calculated 1n accerdance with Cireular 3/2009 1ssued by the Scuth Afnican Insnirute of Chartered Accountants
(SAICA), a requirement of the Group’s JSE listing This measure 1s not a requirement of IFRS

2011 2010
Earmnings Shares' Pence per Earmings Shares Pence per
£m nulion share £m milion share

Basic earnings per share 153.7 661 8 23.2 131 6 6219 212
Adjustments
Gain on revaluarion and sale of investment
and development property (123 3) (134 6)
Profit on sale of available for sale investments {30.5) -
Impairment of other recewvables - 16
Denerger costs - 53
Current tax adjustments - 0 7)
Deferred tax adjustments 131 92
Headline earnings 130 6631 8 2.0 12 4 6219 20
Dilunive effect of share options awards® 17 40 o5 12
Dilutive effect of contingently 1ssuable shares® - a6 - -
Dilutive effect of matching nil cost options® - 19 - —
Diluted headline earnings y7 6683 22 129 6231 Z1

1 Weighted average number of shares in issue dunng the period

2 Furtherinformacion on these items can be found 1n note 38 Share-based payments
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14 EARNINGS PER SHARE AND NET ASSETS PER SHARE CONTINUED

2010 2010
Net NAY per Net NAY per
assels Shares' share assets Shores' share
b) Net assets per share £ million {pence) £m million {pence)
Nerassets attributable to owners of the Group 1,103 1 68319 161 3 883 4 621 8 142 1
Adjustments
Effect of dilution on exercise of options® - 4-4 - z2
Effect of dilution onssue of conungently
1ssuable shares® - o6 - -
Effect of dilution on 1ssue of matching nil cost opuons® - 19 - -
Diluted NAY 1,103 1 690 8 159.7 883 4 624 0 1416
Fair value of derivative financial instruments 36.4 539
Unrecognised surplus on trading properttes 10 11
Deferred tax adjustments 49 (12 5)
EPRA adyusted, diluted NAV 1,145-4 690 8 165 8 925 9 624 0 148 4
Fair value of derivative financial instruments (36 4) {53 9}
Deferred tax adjustments 92 12 5
EPRA adjusted, diluted NNNAV 118 2 690 8 161 9 8845 624 0 1417
1 Number of shages in issue at the year end
2 Furtherinformanenonthese items can be found 1o note 38 Share based payments
15 INVESTMENT AND DEVELOPMENT PROPERTY
Freehold Leasehold Total
Group £m £m £m
At1]January zo10 623 7 616 8 1,240 5
Additions from acquisitions 103 - 103
Additions from subsequent expenditure 69 141 210
Disposals {16 o} (115} (27 5)
Gain on valuation 72 4 609 133 3
AtiJanuary 2011 697 3 680 3 1,377 6
Reclassification {15 0} 150 -
Additons from acquisitions 114.5 - 114 §
Additions from subsequent expenditure 28.2 368 650
Busposals (59.7) - (59 7)
Gain on valuation 29.4 90 0 119 4
At 31 December zont 794 7 8221 1,616 8
2011 2010
Group £m £m
Balance sheet careying value of investment and development propetty 1,616.8 1,377 6
Adjustmentin respect of tenant incentives 49 g6
Adjustment in respect of head leases (89) (6 8)
Market value of investment and development property 1,622 8 1,380 4

Inciuded within investment and development properties 1s £1 7 million (zo10 — £0 8 mullion) of interest capitalised on developments and

redevelopments in progress

The fair value of the Group’s investment and development properties as at 31 December 2011 was determined by independent external valuers
Jones Lang LaSalle for Earls Court & Clympia {excluding Empress State), and CB Richard Ellis for the remainder of the Group’s investment
and development preperty The valuarieon conferms with the Royal Institution of Chartered Surveyors (“RICS™) Valuation Standards, and

was arnved at by reference to market transactions for similar properues Fees paid wo valuers are based on fixed price contracts

The main assumptions underlying the valuations are in relation to market rent or business profitability, taking into account forecast growth

rares and yields based on known transactiens for similar properues and hikely incentives offered to tenants

Valuations are based on what 1s determined to be the highest and best use The Group’s investment at Earls Court, and Seagrave Road, a car
park supporting Earls Court, have been valued as a site with develepment potential

There are certain restrictions on the realisability of investment property when a credit facility 15 1n place Also see disclosures in note 25
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

16 PLANT AND EQUIPMENT

2011 2010
Accumulared Accumulated
Cost  depreaahon Net Cogt  depreciahion Net
Group £m £m £m £m £m £m
At1January 13 (0 3} 1.0 12 {o2) 10
Additions o5 - 0.5 o1 - 01
Disposals (o 1) - (o1) - - -
Charge for the year - (o 2} (o 2) - {o1) (o1)
At 31 December 17 (o 5} 12 13 (o 3) 10
Plant and equipment includes fixtures, fittings and other office equipment
17 INVESTMENT IN GROUP COMPANIES
2011 2010
Company £m Em
At1January 446.6 -
Impairment (01) —
Additions - 446 6
At 31 December 446.5 446 6

Investments in Group companies are carried at the lower of cost or net book value An impairment test 15 performed on an annual basis An
impairment charge of £64,000 was recorded 1n the current year (2010 — £ml)

18 JOINT VENTURES

2011

The Great The Empress
Capital  State Limited

Partnership  Partmership Total
£m £m £m
Summanised income statement
Gross rental income 12§ 71 196
Net rental income o 71 181
Gain on revaluation and sale of investment and development property 253 - 253
Administration expenses {0 4) (0 1) (o5)
Net finance costs o (z8) (5 8)
Deferred tax (32) o7 {z 5}
Profit after tax 297 49 346
Summarnised balance sheet
Investment and development property 245 8 1025 3483
Other non-current assets o7 - 67
Current asscts 70 26 96
Partners’ loans' 96 5 - 965
Current iabilities (70) (10.4) (17 4)
Non-current liabilitics (124 4) (75 0) (199 4)
Net assets z18 6 19 7 238 3
Capital commutments 0.4 - 0.4

1 Eliminates on consehidation.
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18 JOINT VENTURES CONTINUED
2010

The Great The Empress
Capital State Limited

Partnership Partnership Total
Em Em £m

Summansed income statement
Gross rental income 161 66 227
Net rental income 136 65 201
Gain on revaluation and sale of investment and development property 335 81 416
Administration expenses {o 4) {o1) (o3)
Net finance costs (58) (5 6) (11 4)
Deferred tax - (2 5) {25)
Profit after tax 40 9 64 473
Summarised balance sheet
Investmentand development property 264 2 102 § 3667
Cther non-current assets 10 - 10
Current assets 79 27 106
Partners’ loans' 113 8 - 113 8
Current habiliries (6 8) (5 4) (12 2)
Non-current liabilities (124 2) (85 o) {209 2}
Nerassets 255 9 14 8 2707
Capital commitments 12 - 12

1 Elmunates on consolidation.

Joint ventures are accounted for 1n the Group accounts using proportional consolidation The Group’s share of the assets, hlabilinies, tncome
and expenditure shown above are included 1n the consohidated financial statements on a line-by-line basis All joint ventures are held with
other joint venture 1nvestors on a 50 50 basis

Joint ventures comprise The Great Capital Partnership (“GCP”)and The Empress State Limuted Partnership (“ESLP”)

GCP was estabhished 1n zoo7 with our partner, Great Portland Estates plc, to own, manage and develop a number of central London
properties GCP’s properties are located 1n central London’s prime property markerts, with the largest concentration being in the West End
around Piccadilly and Regent Street All major decisions are taken by the Board of GCP’s General Partner, through which the Group shares
1 the overall strategic control of the estate GCP has a 31 March year end reporting date The proportionate share of the results of GCP have
been included in the Group accounts for the period ended 31 December

ESLP owns and manages the Empress State Building adjacent to the Group’s property at Earls Court in central London The partnership
was established 1n 2008 with our partner, Land Secunties Group PLC All major decisions are taken by the Board of ESLP’s General Pattner,
through which the Group shares strategic control

19 AVAILABLE FOR SALE INVESTMENTS

Group

2011 2010

fm

Harvest China Real Estate Fund I 195 338
Harvest China Real Estate Fund I1 - 325
Available for sale iInvestments 195 66 3

The Group has a 20 per cent limited partnership interest in Harvest China Real Estate Fund 1, which has interests in a number of real estate
projects in China The divestment of the Group’s so per cent interest in Harvest China Real Estate Fund I1 completed 1n zon with the sale
of the fund’s real estate projects Harvest China Real Estate Fund II was dissolved on 22 December 2011

Whilst the Group was a limited partner 1n both funds, 1t had no interest or veting power 1n the General Partner which controls the
partnership and which makes all the investment and distritbution decisions These investments are carried at fair value based on the market
value of the underlying properties

The total cost of these investments was £9 3 million (2010~ £33 3 mullion)
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

20 TRADE AND OTHER RECEIVABLES

Group Company Compony
201 2010 2011 2010
£m £m £m £m

Amounts falling due after more than one year
Loan notes receivable 34 34 - -
Other recervables' 15 4 - - 11
Prepayments and accrued income 15 4 90 - -
Trade and other reccivables 342 12 4 - 11

Amounts falling due within one year

Rents receyvable 15.2 10 2 - -
Amounts owed by subsidiary undertakings - — 369.1 277 2
Tax recoverable - - - 03
Loan notes receivable - z9 - -
Other recervables® 29 52 - oz
Prepayments and accrued income 86 8s - -
Trade and other receivables 26 7 26 8 3691 2777

1 Includes £15 million exclusivity payment with LEHF
2 Includes exhabition trade receivables

Amounts owed by subsidiary underrakings are unsecured, repayable on demand and, for amounts falling within formalised loan agreements,

interest bearing

Included within prepayments and accrued 1ncome are tenant lease incentives of £14 ¢ mullion (zo10 - £9 6 milhion)

21 TRADING PROPERTY

Group Group

2011 2010

£m £m

Undeveloped sites oz 03
Trading property 0z 03

The estimated replacement cost of trading properties based on market value amounted to £1 2 million (2010 — £1 4million) During the year
impairment charges of £0 1 mellien {2010 — £0 1 million} were recorded against trading property

22 CASH AND CASH EQUIVALENTS

Group Group

2011 2010

£m £m

Cashat hand 206 127
Cash onshort-term deposit 630 169 8
Unrestricted cash and cash equivalents 836 182 5
Restricred cash 60 60
Cash and cash equivalents 896 188 §

Restricted cash relates to amounts placed on depositin accounts which are subject to withdrawal conditions
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23 DERIVATIVE FINANCIAL INSTRUMENTS

Group Group
2011 2010
Derivative assets held for trading £m £m
Amounts falling due after more than one year
Interest rate collars 0.4 -
Denvative finanaial instruments o4 -
c
Amounts falling due within one year é
Interest rate oprions 0.6 - c__’?:
Denvative financaal instruments 0.6 - %
g
Denrivative habilities held for trading 8
Amounts falling due after more than one year S
Interest rate swaps (36 9} (52 9) g
Interest rate opilons — {10) z
Dertvative financial instruments (36 9) (53.9) a
Amounts falling due withun one year L
Interest rate sSwaps (0 5) - T
Derwvative financial rnstruments (035) - %
<
24 TRADE AND OTHER PAYABLES "io
Group Company Company a
2011 2010 2011 2010 «
£m £m £m Em 3
Amounts failing due within one year 8
Rents received 1n advance 219 220 - - g
Accruals and deferred income 28 0 26 5 0.4 17 %
Trade payables 04 - - - m
Other payables' 93 142 - -
Other taxes and socal security z2 8 23 - -
Trade and other payables 82.4 650 o4 17

1 Includes sundry payables and amounts due to joint venture partners
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

25 BORROWINGS, INCLUDING FINANCE LEASES

2001
Carrying Fixed FAloahng Far
value Secured Unsecured rate rate value
Group £m £m £m £m £m £m
Amounts falling due within one year
Bank loans and overdrafts 1ns 15 — - 11.5 1ns
Loan notes zo17 60 6o - - So 60
Borrowings, excluding finance leases 17s 175 - - 17.5 175
Finance lease obligations 12 1z - 1z - 12
Amounts falling due within one year 18 7 187 - t2 17.5 187
Amounts falling due after more than one year
Bank loans 2013 z70 0 2700 - - 270.0 270.0
Bankloan z2c16 145 3 145.3 - - 145 3 145.3
Bankloan zo17 1t 6 111 6 - - 111.6 111 6
Borrowings, excluding finance leases 526 9 526 9 - - 526.9 526 9
Finance lease obligations 7.7 77 - 7.7 - 7.7
Amounts falling due after more than one year 534 6 534.6 - 7-7 526.9 534 6
Totalborrowings 5533 5533 - 8.9 544 4 5533
Cash and cash equivalents {89 6)
Net debt 463 7
2010
Carrying Fixed Floching Fair
value Secured Unsecured rate rate value
Group £m £m Em £m £€m £m
Amounts falling due within one year
Bank loans and overdrafts 62 62 - - 62z 62
Loan notes 2017 ) S50 - - 60 50
Borrowings, excluding finance leases 12 2 122 - - 122 12 2
Finance lease obligations o9 cg - Q9 - LX)
Amounts falling due within one year 131 131 - o9 122 131
Amounts falling due after more than one year
Bank loan zoiz 124 3 124 3 - - 124 3 124 3
Bank loans 2013 409 7 409 7 - - 4067 409 7
Bankloan 2017 1mé i 6 - - 111 6 ns
Borrowings, excluding finance leases 645 6 6456 - - 6456 645 6
Finance lease obligations 59 59 - 59 - 59
Amounts falling due after more than one year 651§ 6515 - 59 645 6 6515
Total borrowings 6646 664 6 - 68 657 8 664 6
Cash and cash equivalents (188 5)
Netdebt 476 1
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25 BORROWINGS, INCLUDING FINANCE LEASES CONTINUED

Cash and Non-

cash Current current Net
Analysis of movement 1n net debt equivalents borrowings borrowings debt
for the year ended 31 December zon £m £m £m £m
Balance at1 January 2011 188 5 (13.1) {651 5) (476 1)
Borrowings repaid {259 4) - 259.4 -
Borrowings drawn down 1458 - (145 8) -
Other net cash movements 147 - - 47
Other non-cash movements - (5 6) 33 {2.3)
Balance at 31 December 2011 B9 6 (18 7) (534 6} (463 7)

Cash and Non-

cash Current current Net
Analysts of movement in net debt equivalents barrowings borrowings debt
for the year ended 31 December 2010 £m Em £m £m
Balanceat 1 January 2010 193 (710) (655 4) (707 1)
Funding from Capital Shopping Centres Group 244 O - - 244 0
Borrowings repaid (68 o} - 68 o -
Borrowings dtawn down 60 {6 0) - -
Other net cash movements (12 8} - - (12 8)
Other non-cash movements - 639 (64 1) (02)
Balance at 31 December zo10 188 5 {13 1) {651 5) {476 1)

The markervalue of investment and development property secured as collateral against borrowings is £1,431 7 million (zo1o - £ 1,37¢ 8 mulhon)

The fair values of financial assets and liabilities have been established using the market value, where available For those instruments without

a market value, a discounted cash flow approach has beenused

The maturity profile of gross debt (excluding finance leases) 15 as follows

Group

201 2010

£m €m

Wholly repayable within onc year 17§ 122
Wholly repayable in more than one year but not more than two yeats 270 0 1250
Wholly repayable 1n more than two years butr not more than five years 1453 4091
Wholly repayable in more than five years 116 ms
544 4 657 8

Certain borrowing agreements contrain financial and other conditions that, if contravened, could alter the repayment profile See disclosures

regarding financial covenants on page 118
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OUR FINAMNCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

26 FINANCE LEASE OBLIGATIONS

Group Group
201 2010
£m £m

(a) Munumum Iease payments under finance leases fall due
Notlarer than one year 1.2 o9
Later than one year and not later than five years 47 36
Later than five years 29 3 226
3i5.2 271
Future finance charges on finance leases (26.3) {203)
Present value of finance lease habilities 89 68

(b) Present value of nunimum finance lease obligations

Not later than one year 1.2 09
Later than one year and not later than five years 38 36
Later than five years 3.9 23
8.9 68

Finance lease hiab:hities are 1n respect of leasehold investment propetty Certain leases provide for payment of contuingent rent, usually a
proportion of net rental income, 1n addition to the rents above

Finance lease liabilities are effectively secured obligations, as the rights 1o the leased asset revert to the lessorin the event of default

27 OPERATING LEASES
The Group earns rental income by leasing 1ts investment properties to tenants under operating leases

In the Umited Kingdom standard commercial leases vary considerably between markets and locations but typically are for a term of five to
15 years at market rent with provisions to review (o market rent every five years

The future minimum lease amounts receivable under non-cancellable operating leases are as follows

Group Group

2011 2010

£m £m

Notlater than one year 655 66 2
Later than one year and not later than five years 203.5 213 4
Later than five years 2259 242.7
494 9 5223

The income statement includes £0 1 mullion {2010 — £0 1 mullion) recognsed 1n respect of expected increased rent resulting from outstanding
reviews where the actual rent will only be determined on settlement of the rent review

The future minimum lease amounts payable under non-canceliable operatng leases are as follows

Group Group

20011 2010

£m

Notlater than one year 05 02
Later than one year and not later than five years 12 17
Later than five years - -
17 19
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28 FINANCIAL RISK MANAGEMENT
The Group 1s exposed to a variety of nisks ansing from the Group’s operanions market risk (including interest rate risk, foreign exchange nisk,
and market price risk), hiquudity risk and credit risk

The majonity of the Group’s financial risk management 1s carried out by Group Treasury under policies approved by the Board of Directors
The policies for managing each of these risks and the principal effects of these policies on the results for the year are summansed below

Market risk

{a} Interest rate risk
Interest rate risk comprises both cash flow and fair value risks

Cash flow interest rate risk 1s the risk that the furure cash flows of a finanaal instrument will flucruate due to changes in market interest rates
Fair value risk 15 the risk that the fair value of financial insttuments wall fluctuate as a result of changes 1n market interest rates

The Group’s interest rate risk arises from borrowings 1ssued at variable rates that expose the Group to cash flow interest rate risk, whereas
borrowings issued ac fixed interest rates expose the Group to farr value interest rate risk

Bank debt ts typically at floating rates linked to LIBOR

1t1s Group policy, and often a requirement of our lenders, to eliminate substantially all short and medium-term exposure to interest rate
fluctuations 1n order to establish certainty over medium-term cash flows by using floating to fixed interest rate swaps Swaps have the
economic effect of converting borrowings from floating to fixed rates Interest rate collars protect the Group by capping the maxaimum
interest rate paid at the collar’s ceiling but sacrifices the profitability of interest rate falls below a certain floor Interest rate swaptions
provide the Graup with the right but not the obligation to enter 1nto an interest rate swap on a specific future date ata set rate

As aconsequence, the Group 1s exposed to market price risk in respect of the fair value of 1ts fixed rate dernivanve financial instruments,
as discussed 1n the financial review on pages 38 10 43

The table below shows the effects of denivanive contracts thatare hinked to the berrowings profile of the Group

Fixed Floahng Fixed Floating

2011 20011 2010 2010

£m £m Em €m

Botrowings 8¢9 544.4 68 657 8
Derivauve impact(nominal value of derivative contracts) 5151 (515.1) 6247 {624 7)
Borrowings profile net of derivative impact 524 O 29.3 6315 331
Interest rate protection 94 6% 95 0%

Group policy 15 to ensure that interest rate protecuion is within the range of 75 per cent 1o 100 per cent
The weighted average rate of interest rate swaps currenily effective 15 4 5 percent {2010 —4 8 per cent)

The approximate impact of a 5o basis potnt shift upwards 1n the level of interest rates would have a positive impact on the movemenc in fair
value of derivative financial instruments recognised tn the income statement of £10 o mullion (2010 — £9 8 million) The approximate impact
of a 50 basis point shift downwards in the level of inrerest rates would havea negative impact on the movement 1n fair value of derivative
financial instruments recognised 1n the income statement of £10 o mullion (zor0— £9 8 million) In practice, a parallel shift 1n the yield curve
1shighly unlikely However, the sensitivity anatysis above 1s a reasonable llustration of the possible effect from the changes 1n slope and shifts
in the yicld curve that may actually occur and represents management's assessiment of possible changes in interest rates Because the fixed rate
dervative financial tnstruments are matched by short-term floating rate debe, the overall effect on Group cash flow of such a movement
would be very small

{b} Foreign exchange risk

The Group’s largest exposure to foreign exchange movements 1s 1n respect of its investiments 1n the Chinese investment fund which 15
denominated 1n USdollars The Group’s policy 15 generally not to hedge foreign currency exposures that are less than 15 per cent of 1ts net
assets Foreign currency exposures 1n excess of thisamount, as far as practicable, will be hedged by borrowing in foreign currencies and
through enrering into cross-currency interest rate swaps and forward exchange contracts

The approximate impact of a 10 per cent strengthening of sterling against the US dollar would have decreased the net gain taken directly

to equuty for the year ended 31 December zo11 by £: 8 million (2010 —£6 o million) The approximate impact of a 10 per cent weakening of
sterling against the US dollar would have increased the net gain taken directly to equity for the year ended 31 December zo11 by £2 o million
{(zo10~£6 6 mitlion) Thus represents management’s assessment of possible changes 1n exchange rates
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

28 FINANCIAL RISK MANAGEMENT CONTINUED
fe) Market price risk

The financtal results are subgect to movements :n the value of underlying investment properties, interest rates and economic sentiment

A one percent increase 1n the valuaton of investment and development property would 1ncrease the valuatton of ihvestment and development
property 1n the income statement by £16 2 million A one per cent decrease 1n the valuation of investment and development property would
dectease the gain on revaluation of investment and development property 1n the income stacement by £16 2 million For further information
on covenant positions on investment and development property refer to page 118

Liquidity risk

Liquidity risk 1s managed to ensure that the Group 1s able ro meet future payment obligations when financial hiabilines fall due Liquidity
analysis 15 intended to provide sufficient headroom to meet the Group’s operational requirements and investment commitments The
Group’s treasury policy also includes maintaiming adequate cash, as well as maintaining adequate commutted facilines

A Xey factor in ensuring existing faciliries remain avatlable to the Group 1s the borrowing entities® ability to meet the relevant facilities’
financial covenants The Group has a process to monitor regularly both current and projected compliance with the financial covenants
A detailed analysis of the Group’s financial covenant position 1s set out on page 118

The Group’s policy 15 to seek to minimuse 1ts exposure to hquidizy risk by managing 115 expesure 1o interest rate risk and to refinancing risk
The Group secks to borrow for as long as possible at the lowest acceptable cost

The Group regularly reviews the matunty profile of 1ts finanaal habiliues and will seek to avord concentrations of maturities through
the regular replacement of factlities and by staggering maturity dates Refinancing nisk may be reduced by reborrowing prior to the
contracted maturity date, effectively switching hiquidity risk for market risk This s subject to credat facilities being available at the time

of the desired refinancing

The tables below set out the maturity analysis of the Group’s financial Liabilities based on the undiscounted contractual obliganons to make
payments of interest and to repay principal Where interest payment obligations are based on a floating rate the rates used are those implied

by the par yield curve

2011
Less
than Between Over
1yr 1-2yrs 2-5 yrs 5 yrs Totals
£m £m £m £m £m £m £m £m £m £m
Group Interest Prinapal  Interest Pnncapal Interest Pnnapal  Interest Pnnapal  Interest Prnnapal
Asset-specific secured borrowings 141 1s 95 270.0 237 1500 3z 112.0 50.5 543-5
Other secured borrowings - 60 - - - - - - - 6.0
Finance lease obligations - 12 - 10 - 19 - 48 - B9
Tax and other payables - 325 - - - - - - - 3z5
Interest rate derrvatives payable 16 6 - 127 - 238 - 61 - 592 -
Interest rate derivattves receivable (38) - {3 2) - (98) - (z5) - (19 3) -
69 512 190 271.0 377 151.9 68 116 8 90 4 5909
2010
Less than Between Ower
Vyr 12 yrs 2-5 yrs 5 yrs Totals
£m £m £m £m £m £m €m £m £m £m
Group Interest  Prncipel  Interest  Principal  Interest  Pancipal  Interest  Princpal  Interest Pnncipal
Asset-specific secured borrowings 12 8 62 12 4 125 6 23 4 409 1 109 1z 0 595 652 9
Other secured borrowings - 60 - - - - - - - 60
Finance lease obligations - 09 - o9 - 18 - 32 - 68
Tax and other payables - 17 2 - - - - - - - 172
Interest rate detivatives payable 301 - 243 - 325 - 122 - 991 -
Interest rate derivatives recetvable (52) - (7 5) - (18 7} - {9 6) - (41 0) -
377 303 292 126 § 372 410 9 135 nusz 1z 6 68z 9

Contractual maturnities reflect the expected maturities of financial instruments
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28 FINANCIAL RISK MANAGEMENT CONTINUED
Credit nsk
Credit nsk s the risk of financial loss if a renant or counterparty fails to meetan obligation undera contract Credit risk arises primarily from

trade receivables relating to tenants but also from the Group’s undrawn commitments and holdings of assets such as cash deposits and loans
with financial counterparties

Credit risk associated with trade receivables 1s actively managed, tenants are managed individually by asset managers, who continuously
monitor and work with tenants, anticipating and wherever possible identifying and addressing risks prior to default

Prospective tenants are assessed through an internally conducted review process, including obtaining credit ratings and reviewing financial

information As a result deposits or guarantees may be obtained The amount of depostts held as collateral at 31 December 201115 £2 ¢ million
{2010 —£1 7 million}

Inrelanon to the Group’s exhibition income, receivables greater than 9o days are fully provided against Additionally, specific provisions are
made for trade recetvables less than g0 days where active credit control hughlights recoverability 1ssues

Due to the nature of tenants being managed individually by asset minagers, 1t1s the Group’s policy to calculate any impairment spectfically
on each contract

The amounts of trade recervables presented 1n the balance sheet are net of allowances for doubtful receivables

The ageing analysis of these trade receivables, past due but not impaired, 15 as follows

Group

201 2010

£m £m

Up to three months 155 g8
Over three months - 04
Trade receivables 15§ 102

Also included within receivables are £3 4 mullion (zoro —£6 3 million) of loan notes All loan notes have been reviewed for potential
impairment and are considered to be receivable as at the year end

In zou trade recervables tmpaired amounted to £o 3 million (zo1o — £6 4 million), this 1s considered to be an immaterial amount and within
budgeted levels given current economic conditions

The credit risk relaning to cash, deposits and derivauve financial instruments 1s actively managed by Group Treasury Relationships are
maintained with a number of Tier 11nstitutional counterparties, ensuring comphance with Group policy relating to limits on the credic
ratings of counterparues (between BBB+and AAA)

Excessive credit risk concentranon is avoided through adhering to authorised limics for all counterparties

Group

Authonised 2001

Counterparty Credit vating limit £m
Bank #1 AAA 150 0 300
Bank #2 A- 500 58
Bank #3 A- 500 35
Bank #4 A+ 750 47 8
Bank #s A 500 2.4
Sum of five largest exposures 895
Sum of deposits and derivarive assets 90 6
Five largest exposures as a percentage of total amountat risk 99%
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

28 FINANCIAL RISK MANAGEMENT CONTINUED
Classification of financial assets and liabilihes

The tables below set out the Group’s accounting classificarion of each class of financial assets and habilities, and therr fair values at

31December zo11 and 31 December 2010

The fair values of quoted borrowings are based on the bid price The fair values of derivative financial instruments are determined from
observable market prices or estimated using appropriate yield curves ar 31 December each year by discountng the furure contracrual cash

flows to the net present values

Gamn

{Loss)/gam to other

Carrying to income comprehensive

value Fair value statement mcome

201 £m £m £m £m
Derivative financial instrument asset 10 1.0 (2.4} -
‘Total held for trading assets 1.0 1.0 (z 4) -
Cash and cash equivalents 89 6 896 - -
Other financial assets 619 619 - -
Total cash and receivables 151 5 151 5 - -
Avatlable for sale investments 195 19 § - 63
Total avasiable for sale Lnvestments 195 195 - 63
Denvative financial instrument liabilines 37 4) (37.4) 16.5 -
Total held for trading habilinies (37 4) (37-4) 16.5 =
Borrowings (553-3) (553 3) - -
Other financial habilities (96 4) {96 4} - -
Teotal loans and payables {649 7) (649 7) - -
Gain

Loss to other

Carrying to income  comprehensive

VUIUB Fair VUIUG staternent mncome

2010 £m £m €m £m
Cash and cash equivalents 188 5 188 5§ - -
Other financial assets 392 392 = -
Total cash and recervables 227 7 2277 - -
Available for sale Investments 66 3 66 3 - 215
Total available for sale investments 6613 66 3 - 215
Dervative financial instrument liabilicies (53 9) (s3 9) (o 3) -
Total held for trading habilities (53 9) (53 9) (o 3) -
Borrowings {664 6) (664 6) - -
Other financial habilites (71 0) {71 0) - -
Total loans and payables (735 6) (735 6) — —
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28 FINANCIAL RISK MANAGEMENT CONTINUED
Capital structure

The Grougp seeks to enhance shareholder value both by investing 1n the business so as to improve the teturn on investmentand by managing
the capital structure The Group uses a mix of equity, debt and financial instruments and aims to access both debt and equuty capital markets

with maximum efficiency and flexibelity

The key ranos used to monitor the capital strucrure of the Group are the debt vo assets ratio and the interest coverage rato The Group aims
not to exceed an underlying debr to asset ratic of more than 45 per centand to maintain interest cover above 125 per cent These are discussed

in the financial review on pages 38 o 43

Group Group

2011 2010

Debt to assets ratio £m €m
Investment property 1,616 8 1,377 6
Trading property 0.2 03
1,617 o 1,377 9

Net external debt (463 7) {476 1)
29% 35%

Group

2011 2010

Interest cover £m £m
Finance costs (36 5) (40 3)
Finance income 17 14
(34 8) (38 9)

Underlying operaung profit 468 505
134% 130%

The maximum debt to assets ratio for the peried was 35 per cent and occurred on 1 January zon The minimum interest coverage rafio for the

period was 130 per cent and occurred on1January zo11
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QUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

28 FINANCIAL RISK MANAGEMENT CONTINUED
Fair value estimahon

The table below analyses financial instruments carried at fair value by valuatton method The dafferent levels are defined as follows
Level1 valuation based on quoted market prices traded 1n active markets

Level 2 valuation based on tnputs other than quoted prices included within Level 1 that maximise the use of observable data either directly
from market prices or indirectly derived from market prices

Level 3 where one or more 1nputs to valuation are not based on observable market data Valuarnions at thus level are more subjective and

therefore more closely managed, including sensitivity analysis of inputs to valuation models Such testing has not indicated that any material
difference would arise due to a change in input variables

The table below presents the Group's assets and habilities recognised at fair value at 31 December 2011

Level 1 Level 2 Level 3 Total
£m £m £m £m

Denvative financial assets
Fair value through profitor loss ~ 10 - 10
Investments
Total available for sale investments - - 19.5 195
Total assets - 10 19.5 205
Denvanve financial iabilities
Fair value through profit or loss - (37 4) - (37 4)
Total liabilitics - (37 4) - (37 4)

The table below presents the Group’s assets and habilities recognised at fatr value at 31 December 2010

Level 1 Level 2 Level 3 Total
€m €m £m £m
Investments
Total available for sale investments — - 66 3 66.3
Total assets - - 66 3 66 3
Denvative financial liabilities
Fair value through profit or loss - {s3 9) - (53 9)
Total liabilities - (53 9) - (53 9
The table below presents a reconciliation of Level 3 fair value measurements for the year
Group Group
2019 2010
£m £m
At1january 663 46 0
Disposals’ (531) (o5)
Amortisation - 07
Unrealised gains® 63 215
At 31 December 19 35 66 3

1 Profiton sale s recognused 1n the income statement
2 Unreatised gainsare recognised in the statement of comprehensive income until cealised

All of the Group’s Level 3 financial instruments are unhisted equity investments These investments are externally valued quarterly, with

valuanions performed by examning expected yields of the underlying property and expectations relaung to the property market and wider
economuc factors
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29 DEFERRED TAX PROVISION
Under IAS 12 “Income Taxes”, proviston ts made for the deferred tax assets and liabilities assoctated with the revaluation of investment

properties at the corporate tax rate expected to apply to the Group at the time of use For United Kingdem properties the relevant tax rate
will be 25 per cent (zo1o -~ 27 per cent)

The movements in the year in deferred tax (both recognised and unrecognised) mainly reflect the tax effect of property revaluation gains
arising 1n the year as well as availability of Group losses previously not recognised The recognised deferred tax hiability on investment
properties calculated under TAS 12 was £14 1 mullion at 31 December 2011 {2010 — ntl} The 1AS12 calculation does not necessanly reflect the
expected amount of tax thar would be payable if the assets were sold The Group estimates that calculated ona disposal basss, by reference
to the properties” original historic tax base costs, the rax liability on a sale at 31 December 2011 would be nil (zo10 — £10 4 million) Thisis due
t¢ a number of factors including the availability of losses and indexanien relief, the Group holding structure for certain properties and the
application of the REIT provisions to disposals within 2 years of the demerger date (May 2010)

The tax basis of properties formerly withun the REIT regime will be revised in May zo1z (the second anniversary of the demerger) from
their original historic tax base cost to the value at the tume of exat If this latter tax basts had applied ar 31 December zo11, the tax hability
on a disposal basis would again have been il

Deferred consideration 1s the amount payable on the 2009 acquusition of the non-controlling interests’ share 1n Earls Court & Glympia

The amount of deferred consideration payable 1s based on a number of factors inciuding a potential redevelopment of the Earls Cour: &
Olympia site, with the final derails of such a redevelopment dependent on discussions with the owners of the adjacent land and the outcome
of the planming permission process whichis antaipated to conclude 1n 2012 The maxumum potential paymentis £2o0 o millton

c
ped
=
2
pd
=
z
©
]
Fair value of s
Accelerated investment & Denvahve Other =
capital development financial  temporary Group ©
allowances properhes  wstruments  differences losses Total 4
Grotp £m £m £m £m £m £m 71
Provided deferred tax provision
At1January 2010 145 (8 4) {2 9) (z2) - - —
Recognised 1n income {17} 84 {9 6) 25 - (04 O
Recognised 1n other comprehensive income - - - 04 - 04 S
At31 December 2010 12 8 - {1z 5) (03) - - g
Recognised 1n income o4 141 33 (os) {11 6} 57 4
m
Recognised in other comprehensive Income - - - {0 9} - (0 o} “©
At 31 December zon 13.2 141 (92) (17) (11 6) 48 ﬁ
S
Unrecognised deferred tax asset %
At1January zo11 - (433} {z2) (0-1) (11 0) (s66) (Z,
Movement in the year - 433 z2 0.1 1m0 56 6 m
At 31 December 2011 - - - - - -
30 OTHER PROVISIONS —
Deferred ju 5
considerahon Other Total g
Group £m £m £m
Amounts falling due after more than one year g
AtiJanuary 2010 38 o2 40 8
Credited to the iIncome starement E
—remeasurement of deferred consideration {c 7) - (o7) Z
At 3t December zo10 31 oz 33 8
=
Exunguished during the year - {c2) o 2) @
Reclassified to current liabilities (31) — (31) ‘-'-Z"
At 51 December 2011 - - - m
Amounts falling due within one year <
At1]anuary zolo - - —
At 31 December zo10 - - — 8
Reclassified from non-current liabtlities 31 — 31 :
Charged to income statement z
—remeasurement of deferred consideranon 42 - 42 %
At 31 December zou 73 = 73 =
4]
=
g
pd
=1
w
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

31 SHARE CAPITAL AND SHARE PREMIUM

Share Share

caprtal premium

Group fm fm
Issued and fully paid.

At 31 December 2010 — 621,828,502 ordinary shares of 25p each 155.4 891

Shares 1ssued 6z,100,000 ordinary shares of 2z5p each 155 6o

At 31 December 2011 — 683,928,502 ordinary shares of zsp ¢ach 170.9 951

Share Share

capital premism

Company £m £m
Issued and fully patd

At 31 December 2010 — 621,828,502 ordinary shares of 25p each 155 4 891

Shares 1ssued 62,100,000 ordinary shares of 25p each 155 60

At 31 December zo11 — 683,928,502 ordinarcy shares of zsp each 170 9 951

In May 2011, the Company completed a placing of 62 1 million new ordinary shares ata price of 152 pence per share The placing generated
gross proceeds of £100 6 million, £96 6 net of expenses

Full details of the nghts and obhigatons attached to the erdinary shares are contained 1in the Company’s Articles of Assoctation These rights
include an entitlement to receive the Company’s Report and Accounts, to attend and speak at General Meetings of the Company, to appoint

proxies and to exercise voting rights Holders of ordinary shares may also receive dividends and may receive a share of the Company’s assers

on the Company’s hquidation There are ne restrictions on the transfer of the ordinary shares For informationabout the company’s capital

structure at demerget, please see informatiwon on page 117

At 28 February 2012, the Company had an unexpired authonty te repurchase shares up o a maxamum of 62,182,850 shares with a nominal
value of £15 5 million, and the Durectors had an unexpired authority to allot up to a maximum of 352,037,782 shares with a nominal value
of £88 o million of which 207,068,801 with 2 nomuinal value of £51 8 mullion can only be allotted pursuant to a fully pre-emptive rights issue

32 CAPITAL COMMITMENTS

At 31 December 2011, the Group was contractually commuitted ro £14 million (2010 — £45 million) of future expendirure for the purchase,
construction, development and enhancement of investment property Of the £14 milhon commitied, £13 3 million ts commatted zo12z
expenditure The Group’s share of joint venture commitments included wichin this amount was £0 4 million (2010 = £1 2 million)

33 CONTINGENT LIABILITIES
As at 31 December 2011, the Group has no contingent liabilities (zo1o — nul)
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34 CASH GENERATED FROM OPERATIONS

Group Group Company Company
2011 2010 2011 2010
Notas £m £m Lm €m
Profit before tax 1619 132 5 3-9 (27
Adjustments for
Gain on revaluanon of investinent and development propetty 4 {119.4) {133 3) - -
Gain on sale of iInvestment property 4 39 (13) - -
Profit on sale of availlable for sale investments 5 (30 5) - - -
Remeasurement of deferred consideration 42 (o7) - -
Wwnite down of trading property 0.1 o1 - —
Impatrment of other receivables - 16 - -
Depreclation o2 01 - -
Jmpairment of investment tn Group company - — o1 -
Amornsation of lease incentives and other direct costs 0.5 25 o8 -
Finance costs 10 36.5 40 3 - -
Finance income (1.7) (1 4) - -
Other finance costs 10 145 71 {41} -
Change in fair value of derivative financial instruments {14 1) 03 - -
Change in working capital
Changen trading properties - {o1) - -
Change 1o trade and other receivables (7 2) (39) (9z 1) 44
Change 1n trade and other payables {3 1) {5 2) - 17
Cash generated from operations 380 386 {91 4) 34
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

35 PRINCIPAL SUBSIDIARY UNDERTAKINGS
The princtpal subsidiary undertakings, all of whtch are included in the conselidated accounts, are shown below A full list of Group
companzes will be included in the Company’s next annual return in accordance with Section 410 of the Companies Act 2006

Company and principal activity Class of share capital % held
Captital & Counties Lumited (holding Company) and 1ts subsidiary undertakings Ordinary shares of 25p each 100
Seagrave Road GP Linited” acung as General Partner of Seagrave Road LP (property) Ordinary shares of £1 each 100
EC Properties GP Limited* acting as General Partner of EC Properties LP (property) Ordinary shares of £1 each 100
Covent Garden Restaurants Limnited (holding Company) and 1ts principal subsidiary
undertaking Ordinary shares of £1 each 100
Tuttons Brasserte Limited (restaurant) Ordinary shares of £1 each 100
C&C Properties UK Limited {property) Ordinary shares of £1 each 100
Capital & Counties CG Limited* acting as General Partner of Capital & Counties CGP (property) Crdinary shares of £1 each 100
Caprtal & Counties CG g Limuted* acting as General Partner of Capital & Counties CGP g
(property) and 1ts principal subsidiary undertaking Crdinary shares of £1 each 100
Capco Floral Place Limzted {property) Crdinary shares of £1 each 100
Capco CG 2010 Lirmited” actung as General Partner of Capco CGP zo10 LP (property} Crdinary shares of £1 each 100
Capvestco Limuted (property and financing) (Jersey) and tts principal subsidiary undertaking Ordinary shares of £1 each 100
Capvestco China Limited {(Investments) (Jersey) Crdinary shares of £1 each 100
C&C Properties (Jersey) Limited {financing) (Jersey) QCrdinary shares of £1 each 100
Capital & Counties Asset Management Limited {investment management) Ordinary shares of £1 each 100
EC Properties Limited* (holding Cempany) and 1ts principal subsidiary undertaking “A” Qrdinary shares of £o o1 each 100
“B” Ordinary shares of £o o1 each 100
Martineau Properties Limited (property) Ordinary shares of £1 each 100
Earls Court & Clympia Group Limited* (financing) and 1ts principal subsidiary undertaking Ordinary shares of £1 each 100
Earls Courtand Olympia Limited (venues) and 1ts principal subsidiary undertakings Ordinary shares of £1 cach 100
Earis Court Limited (venues) Ordinary shares of E1each 100
Olympia Limited (venues) Ordinary shares of £1 cach 100
The Brewery by EC&O Limited (venues) Ordinary shares of £1 each 100
C&C Management Services Limited (services) Ordinary shares of £1 each 100
Capco Group Treasury Limited (treasury management) Ordinary shares of £1 each 100

* Shareholdings in companies marked * are held by intermediate subsidiary undertakemgs

The companies listed above are those subsidiary undertakings whose resulis or financial pesition, 1n the opinion of the Directors, principally
affected the figures in the Company’s annual accounts

Compames are incorporated and registered 1n England and Wales unless otherwise stated
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36 RELATED PARTY TRANSACTIONS

Transactions between the Company and 1ts subsidiaries, which are related parties, have been elimuinated on conseolidation for the Group

Significant transactions berween the Parent Company and 1ts subsidiaries are shown below

2011 2010
Subsidiary Nalure of ransachon £m £m
Capital & Counties Limited Assignment of investment on demerger —_ 444 4
Capital & Counties Asset Management Limited  Assignment of tnvestment on demerger - 11
C&C Management Services Limited Assignment of investment on demerger - 10
Capco Group Treasury Limited Assignment of loan on demerger - 2813
Capricorn Capiial {Jersey) Limited Acqusition and subsequent redemption of preference shares 89 4 -
Capco Group Treasury Limited Interest 41 27
Signtficant balances outstanding between the Parent Company and 1ts subs:dianes are shown below
Amounts owed Amounts owed
by subsidianes to subsidianes
2011 2010 2011 2010
£m Em £m £m
Subsidiary
Capco Group Treasury Limited 3691 277 2 - -
The amount due from Capco Group Treasury Limited 15 unsecured, interest bearing at the Bank of England base rate plus one per centand
repayable on demand
2011 2010
Key management compensation’ £m £m
Salaries and short-term employee benefits 2.8 22
Pensions and other post-employment benefits 01 o2
Share-based payments 14 [
4-3 29

1 The Durectors of Capital & Counuies Properties PLC have been determined to be the only individuals with authonty and responsibility for planning, direcing and controlling the

activaties of the Company

37 DIRECTORS’ EMOLUMENTS

The details of individual Directors’ remuneration and pension benefits as set out 1n the tables contained in the Pirecters’ remuneration report

on pages 61 to &8 form part of these financial statements

38 SHARE-BASED PATYMENTS

The Group operates a number of share-based payment schemes relating to employee benefits and incentives All schemes are equuty settled,
assuch the cost recognised relates to the fair value of equity instruments determined at the grant date of the instruments The expense 15

recognised on a straight-line basis over the vestuing period based on Group estimates of the number of shares that are expected to vest

Reconcil:ations of mevemensts 1n incentive schemes are given in the tables on pages 108 to no
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

38 SHARE-BASED PAYMENTS CONTINUED
Share Ophon Scheme

Market value options to subscribe for ordinary shares may be awarded under the Capital & Counties Properties PLC Performance Share Plan

Exercise 1s subject to appropriately challenging performance conditions detertnined by the Remuneration Commuttee at the time of grant
For awards made 1n 2010 and 2011, awards are subject to performance conditions relating to

{a) the Company’s total rerurn (““I'R”} over three consecutive financial years (the “TR Performance Period”) relative to the median of the TRs
over the equivalent pertod of Capital Shopping Centres Group PLC, Land Securities Group PLC, British Land Company plc, Hammerson
ple, Segro plc, Derwent London plc, Grear Portland Estates plc and Shaftesbury plc {the “Comparator Group”), and

{b) the Company’s total sharcholder return (“TSR”) over a pertod of three years (the “TSR Performance Period”) relative to the median of the
TSRs over the same period of the Comparator Group

One half of each award will be subject to the TR performance condition and the other half to the TSR performance condition

TR 15 the growth 1n the adsusted, diluted netasset value per ordinary share plus dividends per ordinary share paid dunng the TR performance
period Incalculating TR for acompany which 1s nora REIT, any provision for contingent capital gains tax will beadded back For full vesung
to be achieved, the target 1s median +2 5 per cent perannum

T$R 15 the increase 1n the price of an ordinary share plus the value of any dividends paid during the TSR performance period re-invested 1n
ordinary shares For full vesting to be achieved, the target 1s median +4 per cent per annum

For performance at median, 33 per cent of an award will vest For intermediate performance above median, vesting will be on a straight-line
basis from 33 per cent to 100 per cent

Inorder for any awards to vest, the Committee must satisfy itself that TR and TSR performance figures are a genuine reflection of underiying
financial performance

Where events occur which cause the Commuttee to consider that the performance conditions have become inappropriate or 1mpractical,
the Commuittee may amend, relax or waive such conditions as it deems appropniate, provided that the conditions afeer the changes are not
materially tougher or easter to achieve than was intended at the outset

During any performance period, the Commuttee may, at 1ts discretion, remove from the Comparator Group a company which has ceased to

be quoted or to exist or the relevance of which as a comparator has, in the opinion of the Commuttee, sigmficantly diminished The Commuittee
may also, at its discretion, add ro the Comparator Group (whether to replace a removed member or otherwise} 1f 1t believes thar such addition
will enhance the relevance of the Comparator Group

The options have a vesting period of three years and a maximum contractual life of ten years In general options are forfeited 1f the employee
leaves the Group before the options vest

Aschedule to the PSP was approved by HMRC as a CSOP scheme on 15 March zeil, therefore the company now makes a proportion of awards
asapproved options

Share options outstanding at 31 December 2011 were exercisable berween 103 87 pence and 176 33 pence and have a werghted average
remaining contractual life of 9 2 years

The total expense recognised 1n the income statement 1n respect of share options for the year ended 31 December zo11 was £1 7 million
(zo10—~ £0 5 million)

Market Value Option Awards

Year of grant 2010 2010 2010 2010 2011 2011
Exercise price (pence) 103 87 13 27 115 93 125 40 157 73 176 33
Qurstanding at 1January 2011 6,857,395 22,071 43,129 325,956 - -
Awarded during the year - - - - 1,785,495 355,632
Forfeited during the year (162,943) - - - {48,990) -
Vested during the year - - - - - -
Exercised during the year - - - - - -
Outstanding at 31 December zon 6,694,452 22,071 43,129 325,956 1,736,505 355,632
Exercisable

from 2013 2013 2013 2013 2014 2014
to 2020 2020 2020 2020 2021 2021

Condinonal awards of free shares, which may be awarded as nil cost options, may also be awarded under the Performance Share Plan
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38 SHARE-BASED PAYMENTS CONTINUED
The following awards of nil cost options were made during zon

Nil cost options awards

Year of Grant 201
Exercise price {pence) Nil
Qutstanding at1January zoi1 -
Awarded during the year 1,065,109
Forfeited during the year -
Vested dunng the year -
Exercised durning the year -
Outstanding at 31 December 2o 1,065,109

Fair value of share-based payments

The fair value of share options are calculated using the Black-Scholes eption pricing model Inputs to the model for oprions awarded during
the year are as foliows

28 May & Aug 20 Aug 7 Sept 21 Mar 21 Mar 22 Dec

Option grant date 2010 2010 2010 2010 2011 2011 2011
Weighted average share price

Exercise price at grantdate 103 87 113 27 15 93 124 4 157 73 o 176 33

Expected option Iife 1n years 5 years 5 yeats 5 years 5 years 5 years 5 years 4 years

119% 0 81% o B1% o 91% 154% 154% 0 34%

Risk-free rate toz 29% to177% to177% o1 g2% to 2.49% to 2 49% to o 77%

Expected volanlity 35% 35% 35% 35% 30% 30% 27%

Expected dividend yield 11% 11% 11% 11% 11% 1.1% 0 9%

Value peroption 13p 15p 14p 19p 21p 7sp 3op

* Expected dividend yield 15 based on public pronotncements aboue future dividend levels, all other measures are based en histoncal data

Matching Share Plan

Under the Capital & Counties Properties PLC Matching Share Plan, deferred shares may be awarded as part of any bonus Awards may alse be
made as nil cost options

The release of deferred share awards 15 not dependent on the achievement of any further performance conditions other than that participants
remain employed by the Group for a specified time, typically three years, from the date of the award Awards of nil cost oprions were made 1n

zon The fair value of share awards will be determined by the market price of the shares at the grantdate The weighted average share price
during the year was 172p {z010— 127 1p)

Deferred Shares - nil cost options

Year of Grant 2011
Exercise price (pence} Nil
Cutstanding at 1 January 2011 -
Awarded during the year 525,256

Forfeited during the year
Vested during the year
Exercised during the year

Outstanding at 31 December zoit 525,256

Under the Matching Share Plan, awards which may be awarded as nil cost options, may also be made 1n respect of certain shares purchased by
Directors or tn respect of awards of the deferred shares or nil cost options described above made under the Company’s annual bonus scheme
The matching share award comprises the same number of shares as are purchased or deferred except 1n certain aarcumstances where the
matching awards may comprise or be 1ncreased to zoo per cent of the number of shares purchased or deferred

Vesting of matching shares and marcching mil cost options 15 subject to appropriately challenging performance conditions Vesting

of matching shares will occur on the later of the third anniversary of grant and the date on which the performance outcome ss finally
determined The matching nil cost options have a vesting period of three years and a maximum contractual life of ten years The performance
conditions that apply ro the awards of matching shares made 1n 2011 are the same as those that apply to the awards of eprions made under the
Performance Share Plan during 2010 and zon

Marching shares and matching nil cost options generally lapse if the Director leaves the Company or sells any of the related purchased or
deferred shares
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OUR FINAMCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

38 SHARE-BASED PAYMENTS CONTINUED
Matching Share Scheme - Share Awards

Year of grant 2011 2010
Outstanding at 1 January zo11 1,251,984 -
Awarded during the year - 1,251,984

Forfeited duning the year - -
Vested during the year - _

Qutstandung at 31 December zo11 1,251,984 1,251,984

All MSP awards made in 2011 were made as nil cost options

Matching Share Plan - nil cost options

Yearof Grant 2011
Exercise price {pence} Nil
Outstandingat 1 january 2011 -
Awarded during the year 1,352,468

Forfetted duning the vear -
Vested during the year -
Exercised during the year =
Outstanding at 31 December zon 1,352,468

The Chairman does not parucipate in the Partnership Share Plan or Matching Share Plan, however for any shares purchased within 12 months
of the demerger and with 2 value of 150 per cent of his base fee, the Company made a 1 1 matching award of deferred shares on a gross of tax
basis The Chairman’s matching share award carnies no performance conditions and will vest on the third anmiversary of the date of demetger
subject te the Chairman remaining 1n office for three years and having retained ownership of his invested shares The Chairman invested
more than 150 per cent of his base fee 1n the Company’s shares during 2010, and accordingly an award of 529,536 deferred shares was made to
him on 1 September zo1o

39 PENSIONS

(a0} Current pension arrangements

Earls Court & Olympia group (“EC&O”) has a hybrid pension scheme comprising an engoing money purchase section and a finzl salary section
which closed 1o new members in 2000, and closed to future benefit accrual on 31 December 2011 The final salary section 1s a funded defined
benefit scheme which 15 contracted out of State Second Pension

The Group’s current policy 1s largely to provide future retirement benefits through defined contnibution arrangements

(b} Pension costs
fi) Defined benefit scheme
Amounts are recognised 1n the income statement 1n respect of EC&0’s pension scheme (the “Scheme”)

Amounts recognised in respect of the Scheme Included in 1income statement within 20!;; 20&13
Current service cost Admunistration expenses o2 o3
Curtailment gain Administration expenses {0 6) -
Interest cost Interest payable oy o7
Expected return on the Scheme’s assets Interest payable {o9) {(o7)
(o 6) 03

2011 2010

Amounts recogmsed (n the statement of other comprehensive income £m £m
Actuanal lossf(gain) on defined benefit scheme 14 (1 4)
Cumulative actuarial loss on defined benefitscheme 38 21

Whilst the actuarial gains and losses in respect of the Scheme are dealt with in the statement of other comprehensive income, the difference
between the notional interest cost on the Scheme’s Liabilities and the expected return on the Scheme’s assets 15 included in the Group’s net
nterest cost

For the year ended 31 December 2011 thus amounts to a credit of £0 2 million [zo10 - nil) Of the current service cost for the year, £0 2 million
{2010 ~ £0 3 mullion) has been included 1n admunistration expenses
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39 PENSIONS CONTINUED

IONYWIO443d SSINISNG ANC ’ ’ SSANISNE YNC ONIGNVISYIANN ’

201 2010

Amounts recogntsed tn the consclidated balance sheet £m £m
Fair value of Scheme’s assets 151 11 4
Present value of Scheme’s habilities (14.1) (13 4)
Gain/f(deficit) 1n the Scheme 1.0 (z 0)
Related deferred tax asset o8 o6
Net penston asset/(llability) 18 {14)
2011 2010

Movements in the fair value of Scheme’s assets £m £m
AtiJanuary 11 4 100
Expected return on Scheme’s assets o9 o7
Actuanal (losses)/ gains ©8 06
Employer contributions pard 38 0z
Member contributions patd o1 o1
154 16

Benefits paid {03) {02)
Scheme’s assets at 3t December i51 114

The weighted average assetallocations for the year end were as follows

2011 2010

Asset category %% %
Equities 70 79
Index-linked gilts 12 9
Corporate bonds 17 12
Cash 1 -
Total 100 100
201 2010

Movements 1n the fair value of Scheme’s iabilities £m £m
AttJanuary 134 13 4
current service cost 0.3 03
Interest cost oy o7
Past service cost - -
Curtallment gain {o 6) -
Actuarial loss/ (gain) 06 (o 8)
14 4 136
Benefits paid (o 3) (o 2}
Scheme’s habilities at 31 December 141 13 4
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OUR FINANCIAL STATEMENTS

NOTES TO THE ACCOUNTS CONTINUED

39 PENSIONS CONTINUED

The main economic assumptions used to calculate the present value of the Scheme’s liabilities at 31 Decernber were as follows

20%1 2010

% %

{per annum) {per onnum)

Discount rate 470 5 40
Rate of inflation (based on RPE) 270 3120
Earnings increases 4 20 4 70
Increases to pensions 1n payment (LPI 5%) 2.70 320
Increases to deferred pensions before payment 2.70 320
Expected return on Scheme’s assets 6 10 6 90
2011 2010

£m £m

Actual return on Scheme’s assets in the year 1.4 13

Mortality assumptions are based on standard tables provided by the Insutute of Actuaries using insurance company daca updated from ume
to time to reflect current trends The standard tables used by the Scheme 1 both the current and comparative periods are the SIPXA (Year of
Burth), CMI(1 25%) The table makes allowance for future improvements 1n longevity based on the year of brrth of each member

201 2010

The mortality assumptions used in this valuation were:
Life expectancy At age 65 {current age 45— Male 888 88 8
Female 91.0 910
Life expectancy at age 65 {currentage 65)— Male 869 869
Female 890 89 ¢

To develop the expected long-term rate of return on assets assumption for the Scheme, the company considered the current level of expected
teturns on risk-free investments {primarily government bonds), the historical level of the risk premium associated with the other asset classes
in which the pertfolig 15 invested and the expectations for future rerurns of each asset class The expected annual return for each asset class
was then weighted based on the target asset allocation to develop the expected long-term rate of return on assets assumption for the portfolio

This resulted t1n the selection of the 4 7 per cent assumption as at 31 December 2011 {2010 — 5 4 per cent)

History of experience gains and losses for the year to 31 December

2011 2010 2009 2008 2007
Present value of Scheme’s habilities (Em) {14 1) (13 4) (13 4) (10 8) (11 2)
Fair value of Scheme’s assets (Em) 151 14 100 8o 161
Surplus/(deficit) 10 (20) (3 4) {2 8) {11)
Expenence adjustment on Scheme hiabilities o1 03 ol {0 1) 0.2
Changes tn assumptions used to value Scheme liabilities {0 6) 04 {19) 14 (10)
Experience adjustiment on Scheme liabilitiesfassets (o0 8) o6 13 (3] (o1)

The Group has no significant exposure to any other post-retirement benefit obligations

The estumated contribution expected to be paid to the Scheme durtng zo12 1s nil

(i) Defined contribution arrangements

The pension charge in respect of other schemes is the actual contributions paid These amounted to £o 5 million (zo10 — £o 5 mullion)

112




40 EVENTS AFTER THE REPORTING PERIOD

On 5 January 2012, the Group prepaid £5 million {our share) on the debt facility secured over the Empress State Butlding, tncurring swap
termination charges of £o0 3 million

On g February 2012, the Group disposed of 1ts investment in The Brewery by EC&O Limtted Consideration of £2 million was deferred
for a pertod not exceeding 10 years with minimum payments of £o 2 million pet year The net asset value of The Brewery by EC&0O Limited
at the date of disposal was £0 4 mullion

On 17 February zo12 the Council for the London Borough of Hammersmith & Fulham resolved to grant detailed planning permisston for
the Group’s plans te redevelop the Seagrave Road car park 1n Eatls Court, West London Completion of the conditional joint venture with
the Kwok Famuily Interests s expected to conclude upon expiry of the three month statutory period which follows finalisation of the
Section 106 agreement

Since 31 December zon, The Great Capital Partnership has sold further non-core properues, raising total proceeds of £54 million
(E27 msllion Capco’s share) The marker value of these properties asat 31 December zo11 was £42 5 million

On 29 February 201z, The Great Capital Partnership announced 1t had exchanged contracts to sell £150 mullion {(£75 mullion Capco’s share) of
properties to Great Portland Estates ple subject to Crown and banking consent The market valuc of these properties as at 31 December zo1t
was £142 4 mtll:on

41 DIRECTORS' INTERESTS
(o) In shares in Capital & Counhes Properties Group compunies
As at 31 December 2011 the number of ordinary shares of the Company 1n whrch the Directors were beneficially incerested were

2011 2010
Chairman
I1C Durant 290,230 290,230
Executive:
I D Hawksworth 479,069 284,621
S Das 136,346 105,000
G ] Yardley 427,972 240,160
Non-Executive
I] Henderson 37,601 12,601
G ] Gordon 30,450,061 2,305,268
AJM Huntley 75,000 50,000
A D Strang - -
HE Staunton 150,000 50,000
Former Derector
D A Fischel 549,322" 549,322

1 Beneficial interest held at date of resignzuion 4 February 2012.

{b} Share dealings

No Director had any dealings 1n the shares of any Group company berween 31 December 2011 and 29 February 2012, being a date less than one
month prier to the date of the notice convening the Annual General Meeting

Other than as disclosed 1n these accounts, no Director of the Company had a material interest in any contract {(other than service contracts),
transaction or arrangement with any Group company during the year ended 31 December zon1

WWW CAPITALANDCOUNTIES COM 113

SINIWILVLS TVIONYNH N0 ‘ ’ SSINISNE 31O NIIAOD IM MOH ‘ ’

SSINISNG ANO ONIANVLSAIANN ‘

FONYWIOLHId SSINISNG ¥NO [




OUR FINANCIAL STATEMENTS

INVESTMENT AND DEVELOPMENT PROPERTIES

(UNAUDITED)

1. PROPERTY DATA AS AT 31 DECEMBER 2011

Weighted

average Gross

Market Inshal Nomina! Passing unexpired area

value yield  equivalent rent' ERV' Occupancy lease’ million®

£m Ownership (EPRA)Y' yield' £m £m  rote (EPRA)' years sq #t

Covent Garden 8080 100% 377% 5 25% 458 97 5% 8.2 o8

Earls Court & Olympia® 5735 100% 5.9 L8

The Great Capital Partnership 2413 50% 3.93% 5.05% 14.0 81.9% 76 o7
Total investment and

development properties 1,622.8 502 65 7 33

1 Asdefined in Glossary

2 Includes the Group s o percent économic interest in the Empress State buitdimg (£102 5 million) Earls Court & Olympia does not report a passing rent, ERV, occupancy, or lease

maturity due ro the nature of 1ts exhibttion business
3 Areashown is gross area of the poartfolio, not adyusted (or proportional ewnership

2. ANALYSIS OF PROPERTY BY USE
31 December 2011 Market Value

31 December 2011 ERV

Retail Office Exhubthon Residenhal Totul Retail Office Exhibihon Residenhal Total
£m £m £m £m £m £m £m £m £m £m
Covent Garden 6830 9.8 - 32.2 8080 369 78 - 11 458
Earls Court & Olympia - 102.5 4710 - 5735 - 59 - - 59
The Great Capatal Partnership 595 148 0 - 33.8 2413 35 100 - o5 14 0
7425 3433 4710 660 1,622.8 404 237 - 16 657
3. ANALYSIS OF CAPITAL RETURN [N THE PERIOD
Like-for-like properhes
Revaluahon
surplus/
Market Value  Market Value {defiat)’
2011 2010 2011
£m £m £m Increase
Covent Garden 7041 6218 58.4 9 2%
Earls Court & Olympia 5723 4808 46.2 88%°
The GrearCapital Partership 2413 2181 22.0 9 8%
Total like-for-like properties 1,517 7 1,320 7 126.6 92%
Acquuisitions 1051 - {72 -
Disposals - 597 - -
Total investment propertics 1,622.8 1,380.4 119.4 8 o%
All properties
Covent Garden 808 o 6398 512 5 9%
Earls Court & Olympia 573-5 4808 462 8 8%
The Great Capital Partnership 241.3 2508 22.0 9 8%
Total investment propertes 1,622.8 1,380 4 119.4 8 o%

1 Revaluation surplus/{deficiyincludes amortisation of lease mmcentives and fixed head leases
2 Revaluation increase comprisas Earls Court & Olympua fup 10 9%) and Empress State (no movement).
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4, ANALYSIS OF INCOME IN THE PERIOD

Like-for-like properties
2011 2010
£m £m Change
Covent Garden 257 24 4 53%
Earls Court & Clympia 301 202 31%
The Great Capital Partnership 10.1 10 9 {7 3%
Like-for-like properties 659 645 22% c
Acquusitions 2.0 - - é
Disposals o9 45 - ‘2’
Like-for-like capatal 0.z - - %
Total investment properies 69.0 690 - %
@
All properties ;80
Covent Garden 278 257 8 2% g
Earls Court & Olympia 30.2 291 3 8% %
The Great Capital Partnershup no 136 {19 1% o
Other - 06 - @
Total investment properties 690 690 -
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QUR FINANCIAL STATEMENTS

CONSOLIDATED UNDERLYING PROFIT STATEMENT
(UNAUDITED) FOR THE YEAR ENDED 31 DECEMBER 2011

i D] 2000

£m £m

Net rental income 69 0 650
Other income - o1
690 691
Admunistration expenses {22-2) (18 6)
Operating profit 46 8 505
Finance costs {36.5) (40 3)
Finance income 17 14
Net finance costs (34-8) (38 9)
Write down of trading property (01) (o1}
Profit before tax 1.9 15
Tax on adjusted profit (z-4) {2 3)
Underlying earnings (used for calculaton of underlying earnings per share) 9.5 g2

Underlying earnings per share {pence) 1.4 15
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THE DEMERGER

Introduchon

The Capital & Coununes Properties PLC Group (“the Group”)

demerged from 1ts former parent company, Liberty International PLC
(subsequently renamed Capital Shopping Centres Group PLC), with
effect from 7 May 2010 Capital & Counties Properues PLChasa
premium listng on the official list of the UKLA, and a secondary hisung
on the JSE Limuted Shares in Capital & Counties Properties PLC were
admitted to dealings on the Londen and Johannesburg Stock Exchanges
in May zo10

2010 historic financial informahon

The demerger documents and pro forma information were prepared
(as1s required 1n such situanens) to tHustrate the Group’s financal
performance and 1ts position as if the demerged Group and capital
structure had existed at 1 January zo10 On such pro forma basis, taking
into account a cash rransfer from Liberty International of £244 mullion,
the Group’s net assets as at 1 January 2010 were £731 mullion This
represented an adjusted pro forma net asset value per share of 127 penice

Capital structure

Ondemerger the Group’s parent company Capital & Counties
Propertes PLC 1ssued 621 8 million 8o pence ordinary shares to the
former Liberty Internanonal shareholders, on a one-for-one basis,
who were registered holders of ordinary shares at close on 7 May 2010

As consideration, stock transfer certificates pertaining to the Group’s
now subsidiary undertakings were registered 1n the name of Capimal &
Counties Properties PLC Sharesissued 1n consideration for investments
tn subsidiary undertakings represent a share-for-share exchange under
5612 of the Companues Act z006 Qualifying for relief under 5612
sheltered the Group from recognising share premium on the difference
between the nominal value of the shares 1ssued and the fair value of the
assets received with this premium instead being taken toa Merger
Reserve Inaddition, the Group assumed all intragroup debt owed by 1ts
now subsidiary undertakings to Liberty International Shares attnibuted
to these assets did not qualify for relief therefore the difference berween
the nomunal value of shares 15sued and the fair value of the assets
recetved was credited to the Company’s Share Premmum Reserve

Upon demerger a number of reserves were realtsed and pro forma
adjustments, which had been made for comparability as discussed
above, were then reversed

Finally, on 18 May 2010 a capital reduction became effective

The reduction 1n capital was effected by reducing the neminal value
of each ordinary share on 1ssue from 8o pence per share to 25 pence per
share, creating distributable reserves for the Company and reducing
1ts capital accountby £342 mullion

2010 demerger share values

Base cost of post-demerger shares for UK capital gains tax
purposes

UK tax resident shareholders should read Part (A) of Part VI of the
Liberty International PLC Circular dated 12 March 2010 (pages s5 to 56
inclusive) 1n full Shareholders who are 1n any doubt about their tax
position or how to use the share values 1n this circular should consult
their own professional tax advisers

Following the demerger, UK shareholders will need to apportton

the base cost for UK capatal gains tax purposes of their pre-demerger
Liberty International PLC shares between their post-demerger Capital
& Counties Properties PLC shares and their post-demerger Capital
Shopping Centres Group PLC shares The appornonment 1s made by
reference to the value of Capital & Counties Propernies PLC and Capital
Shopping Centres Group PLC shares on 10 May 2010 (1n accordance
with the provisions of Section 272 of the Taxauon and Chargeable Gains
Act 1992}, and so the base cost will be split Capital & Counties Propertics
PLC 25 7198% and Capital Shopping Centres Group PLC 74 2802%

The share prices on the London Stock Exchange on 10 May zoto being
the relevant date were Capial & Counues Properties PLC 119 z5 pence,
and Capital Shopping Centres Group PLC 344 40 pence

South African capital gains tax on demerger

South African tax resident shareholders should read Part(B) of Part VI
of the Liberty International PLC Circular dated 12 March 2010 (pages 57
to 58 inclusive} in full. Shareholders who are in any doubt about their
tax position or how to use the share values 1n this announcement should
consult their own professional tax advisers

For shareholders who hold their shares on capital account, on 10 May
2010, there will be a part disposal for South African capital gains tax
purposes of the South African shareholders’ pre-demerger Liberty
International PLC shares

A South African shareholder’s capital gain or loss on this part disposal

1s calculated as proceeds from the 1ssue of shares by Capital & Counties
Properties PLC, less a propornon of the capital gains tax base cost of the
Liberty International PLC ordinary shares held by them Proceeds for
the part disposal will be calculated as the opening share price of Capital
& Counties Properties PLC on 10 May 201¢ muluphied by the number

of shares 1ssued {1n accordance with the provisions of paragraph 76A of
the Eighth Schedule to the income Tax Act, Act 58 of 1962, asamended}
The amountof the capital gains tax base cost of the Liberty International
PLC shares which 1s apportioned to the part disposal will be caleulated
by taking account of the opening share price of Capital & Counties
Properties PLC on 10 May 2010 as a proporuon of the value of the closing
share price of Liberty Internanional PLC shares on 7 May zo1o

The relevant prices on the Johannesburg Stock Exchange were Liberty
International PLC Rand 51 50 on 7 May 2010, and Capital & Countes
Properties PLC Rand 14 35 0n 10 May zo10

The information contaned above 15 correct to the best knowledge and beliefof
Capital & Countes Properties PLC but does not constitute tax advice Capital &
Counties Properties PLC does not accept any lability which may arse from use
of the information contaned above Each shareholder is solely responsibie for
the information he or she provides to tax authonties and other official bodres

If uncertain, shareholders (including shareholders outside the Untted Kingdom
and South Africa) should consult therr own appropriate professional adviser
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QOUR FINANCIAL STATEMENTS

FINANCIAL COVENANTS

Financial covenants on non-recourse debt excluding joint ventures

Loan
outstanding at Loan to
31 Jarwary 31 December Interest Interest
2012° LTv 2011 cover cover®
Matunty £m covenant  Market Value? covenant reported
EC&O Venuss® 2013 943 N/A N/A 150% 214%
Covent Garden London®” 20186 1500 70% 36% 130% 212%
Covent Garden London® * 2017 11z 0 70% 45% 120% 165%
Total 356 3
Financial covenants on [oint venture non-recourse debt
Loan
outstanding Loan to
at 31 January 31 December Interest Interest
2012'4 v 2011 caver caver®
Matunty £m covenant  Market Value? covenant reported
The Emptess State Partnership® 2013 692 N/A N/A 120% 148%
The Great Capital Partnership™ 2013 uz s 70% 47% 120% 132%
Total 1817

1 Theloan values are the actual pnncipal balances outstanding at 31 January 2012, which take into aceount any principal repayments made in January zo1z The balance sheet value

of theloans icludes any unamortised fees

2 Theloan to 31 December zo11 Market Valuc prevides an indication of the impact of the 31 December 2011 property valuations on the LTV covenants Theactual uming and manner

oftesting LTV covenants varies and 1s loan specific

3 Based onlatest certified figures calaulated 1n accordance with loan agreements which have been submutted between 31 December 2011 and 31 January zo1z The calculations areloan
specific and include a vartery of histonc, forecast and in certarn instances a combined historic and forecast basis

so per cent of the debt 1s shown which 1s consistent with accounting trearment and the Group’s economie interese

There are two séparate loans on the Covent Garden properues
Loan facility provided by Irish Bank Resolution Corpotation Limited

4
5
3
7 Loan facility provided by a censortiem of six banks wath BMF Paribas acting as agent
8 Loan facility provided by NyKredit Realkredut Afs

9

Loan facihity provided by a consortium of three banks with Eurchypoe AG acting asagent LTV covenant removed until matunity

10 Loanfacility provided by a consortium of four banls with Eurohypo AG acang as agent
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HISTORICAL RECORD

Pro Ferma
kome Statement 2011 2010 2009 2009
Netrental income 690 690 781 792
Qther income o8 o1 15 15
Gain/(loss) on revaluation and sale of tnvestment and development property 1233 134 6 (128 8) (140 7)
Non-recurring incomef(costs) 262 (6 3) (8 s) (12 4)
Admunisiration expenses (22.2) (18 6) (14.5) (18 5)
Qperating profit/{loss) 197 1 178 8 (72 2) {s0 9}
Net finance costs (352) (46 3) (778 (361)
Profit/{loss) before tax 1619 132§ {150 0} (127 0}
Taxation 812) 09} (11) 4)
Non-controlling interests - - 195 196
Profit/(loss) for the year 1537 1316 {131 5) (108 8)
Balance Sheet
Investment & development property 1,616 8 1,377 6 1,240 5 1,240 5
QOther non-current assets 563 797 615 615
Cash and cash equivalents 896 188 5 193 2633
Qther current assets 275 27 1 22 4 224
Total assets 1,790 2 1,672 9 1,343 7 1,587 7
Non-current borrowings (534 6) (651 5) 655 4) 655 4)
Other non-current hiabilities (117 (59 2) (64 5) (95)
Current borrowings (18 7) {13 1) (o} (710}
Other current kabilitzes {92.1) (65 7) (460 1) {120 9}
Total Labilities (687 1) (789 5) {1,251 0} {856 8)
Net assets 1,103 1 883 4 927 7309
Basic earnings per share (pence) 232 212 {(211) (17 5)
Underlying earnings per share (pence} 1.4 15 24 z0
Basic netassets per share (pence) 1613 142 1 149 uz s
EPRA adjusted, diluted NAV (pence) 165 8 148 4 246 127 0
Dividend pet share (pence) i5 15 N/A NiA
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OUR FINANCIAL STATEMENTS
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DIVIDENDS

The Directors of Capital & Counties Properties PLC have proposed a
final dividend per ordinary share (ISIN GBooB62G9D36} of 1 o pence
payableon 21Junezo1z

Dates
The following are the salient dates for payment of the proposed
final dividend

Sterling/Rand exchange rate struck 2 May 2012
Sterhing/Rand exchange rate and

dividend amount in Rand announced 3 May zo12
Ordinary shares histed ex-dividend

on the JSE, Johannesburg 14 May 2012
QOrdinary shares histed ex-dividend

on the London Stock Exchange 16 May zo12
Recerd darte for final dividend in UK

and South Africa 18 May 2012
Dividend payment date for shareholders 21 June z012

South African shareholders should note that, in accordance wiath the
requirements of Strate, the last day to trade cum-~dividend will be 11 May
2012 and that no demartenalisation of shares will be possible from

14 May 1018 May 2012 inclusive No transfers between the UK and South
Africa registers may take place from 2 May to 18 May 2012 inclusive

Subject to approval at the Company’s Annual General Meeting, the
Board intends to offer an optional scrip dividend scheme which will
apply to the zou final dividend

The above dates are proposed and subject to change
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OUR FINANCIAL STATEMENTS

GLOSSARY

Capco

Capco represents Capital & Counties Properties PLC (also referred to as
“the Company”)and all its subsidiary companies, together referred to as
“the Group”

Capital Shopping Centres Group or CSC

Capttal Shopping Centres Group represents Capital Shopping Centres
Group PLC (formerly Liberty Internanonal PLC)and all 1ts subsidiary
companies

Diluted figures
Reported amounts adjusted to 1nclude the effects of potential shares
1ssuable under employee Incentive arrangements

ECOA
The Earls Courtand West Kensingron Opportunity Area

EPRA

European Public Real Estate Association, the publisher of Best Pracuce
Recommendations intended 1o make finanaial statements of public real
estate companies in Europe clearer, more transparent and comparable

EPRA adjusted, diluted NAV

The netassets as at the end of the year including the excess of the far
value of trading property over its cost and excluding the farr value of
financial instruments, deferred taxation on revaluations and diluting
for the effect of those shares potennially issuable under employee share
schemes divided by the diluted number of shares at year end

EPRA adjusted, diluted NNNAV
EPRA diluted NAV adjusted to reflect the fair value of derivatives
and to include deferred taxation on revaluations

EPRA adjusted earnings per share

Profit for the year excluding gains or losses on the revaluation and
sale of iInvestmentand development property, write down on trading
property, changes in fair value of financial instruments and associated
close-out costs and the related taxation on these items divided by the
weighted average number of shares in 1ssue during the period

ERV {eshimated rental value)

The external valuers’ esumate of the Group's share of the current
annual market rent of all lettable space net of any non-recoverable
charges, before bad debt provision and adjustments required by
International Financial Reporting Standards regarding tenant
lease incentives

GPE
Great Portland Estates plc The Group’s point venture partner 1n
The Great Capital Parmership

Gross income
The Group’s share of passing rent plus sundry non-leased income

Interest cover rano {ICR)

Net rental income less administration costs divided by the net finance
cost excluding the change in fair value of derivatuvesand any
exceptional finance costs

Interest rate swap

A dervanve financial instrument enabling parres to exchange interest
rate obligations for a predetermuined period These are used by the
Group to convert floatng rate debt to fixed rates

Inthal yield (EPRA)

Annualised net rent (after deduction of revenue costs such as head
rent, runmung void, service charge after shortfalls and empry rates) on
Investment properties expressed as a percentage of the gross market
value before deduction of theoretical acquusition costs, consistent with
EPRA’s netimnal yield

122

IPD
Investment Property Dacibank Ltd, producer of an independent
benchmark of property returns

ITZA

In Terms of Zone A ITZA 15 a method of calculaung the floorarea

of a retatl unit with relation to the frontage and first zo feet/6 1 metres
of depth and the value relating o that floor area.

Kwok Family Interests
Conditional joint venture partnier and mayor sharcholder inalarge
Iisted Hong Kong real estate developer

LBHF
The London Borough of Hammersmuth & Fulham

Liberty International

Liberty International represents Liberty International PLC
(subsequenily renamed Capical Shopping Centres Group PLC)
and all1ts subsidiary companies

LIBOR
London Interbank Offer Rate

Like-for-like properties

Investment properties which have been owned throughout both
periods without significant capital expendinure in either perod,

so income can be compared on a like-for-like basts For the purposes
of comparison of capital values, this will alse include assets owned

at the previous balance sheet date but not necessarily throughout the
prior pertod

Loan-to-value {LTV}
LTV 15 the ratio of attributable debrt to the market value of an
nvestment property

Net rental income

The Group’s share of gross rental income less ground rents, payable
service charge expenses and other non-recoverable charges, having
taken due account of bad debt provisions and adjustments to comply
with Internatnional Financial Reporting Standards regarding tenant
lease incentives

Nominal equivalent yield

Effective annual yield to a purchaser on the gross market value,
assuming rentis recewvable annually inarrears, and that the property
becomes fully occupied and that all rencs revert to the current market
level (ERV)at the next review date or lease expiry

Occupancy rate (EPRA)

The ERV of let and under offer units expressed as a percentage of the
ERV of let and under offer umits plus ERV of un-let units, excluding
units under development

Passing rent

The Group’s share of contracted annual rents receivable at the balance
sheet date This takes no account of accounung adyjustments made 1n
respect of rent-free periods or tenant tncentives, the reclassification of
certain lease payments as finance charges or any irrecoverable costs and
expenses, and does not include excess turnover rent, additional rentin
respect of unserttled rent reviews or sundry 1acome such as from car
parks etc Contracted annual rents tn respect of tenants in
admunistration are excluded

Pro forma
The pro forma basis as outlined on page 140 of the Group’s prospectus
dated 12 March zo10

REIT
Real Estate Investment Trust




Sechion 34A Housing Act 1985

Anamendmment to the 1985 Act to enable tenants to take control

of the management of their properties The amendment establishes
a procedure enabling an organised group of tenants to require a locat
authonty to rransfer their homes to a housing association or sumilar
bedy registered with the Tenant Services Authornity (the soctal housing
regulator) Tenants may form such a body and seek the transfer of the
property to that body Thelegislation only applies to social rented
tenants of local authorities Itdoes notapply to tenants of housing
asseclauons even where the ulumate owner may be alocal authonty
Section 34A requires implementation by regulations yer to come

1into effect These regulations will be enacted by the Department

of Commumtes and Local Gevernment No regulations have yet
been made

Tenant (or lease} incentives

Any incentives offered to eccupiers to enter into a lease Typically
incenuves are 1n the form of an 1mieial renc-free period andfor acash
contribution to fit-out the premuses Under International Financial
Reporung Standards the value of incentives granted to tenants is
amortised through the income statement on a straight-line basis over
the lease term

Total property return
Capital growth including gains and losses on disposals plus rent
recerved less associated costs, including ground rent

Total return
The growth in EPRA adjusted, diluted NAV per share plus dividends
per share during the period

Total shareholder return
The increase 1n the price of an ordinary share plus dividends during
the period assuming re-investment 1n ordinary shares

Undertying profit
Profit for the year excluding impairment charges, net valuation

gainsflosses (including profitsflosses on disposals), net refinancing
charges and swap termination costs

Weighted average unexpired lease term
The unexpired lease term to lease expiry weighted by ERV for each lease

WWW CAPITALANDCOUNTIES COM
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OUR FINANCIAL STATEMENTS

SHAREHOLDER INFORMATION

Registrars

All enquiries concerning shares or shareholdings, including notificauon
of change of address, queries regarding loss of ashare certificate and
dividend payments should be addressed to

For shareholders registered i the UK:

Capita Registrars

The Registry, 34 Beckenham Road, Beckenham, Kent, BR3 4TU
Telephone 0871664 o300 {calls cost 10p per minute plus
network extras, lines are open 8 30 am— 5 30 pm
Monday—Friday)

Telephone cutside UK +44 (0)20 8639 3399 (outside UK)

Fax 02086392342

Email ssd@capitaregistrars com

WWW CaPLEATeZISIIars com

For shareholders registered in South Africa:
Computershare Investor Services (Pty) Led

70 Marshall Street, Johannesburg, 2001, South Africa
Postal address

PO Box 61051, Marshallrown, 2107, South Africa
Telephone +27 86 11oog33

Fax +27 11688 5217

www computershare com

Payment of dividends

If you are a shareholder and wish to have your dividends pard directly
into a bank or building society, please complete a mandate form which
15 available from the appropnate registrar

Share price information

The latest information on the Capatal & Counties Properties PLC
share price 1s available on the Company’s website

www capitalandcounties com The shares are traded on the LSE with
LSE code CAPC, ISIN GBOOB62G9D36 Theshares are traded on the
JSE under the abbreviated name CAPCO and JSE code CCO

Web-based enquiry service for shareholders
Sharcholders registered 1n the UK can register at

www capttashareportal com ro access a range of online services
including

- Online proxy voting
- Electing to receive shareholder communications electronically
- Viewing your holding balance, indicative share price and valuation

- Viewing any transactien on your holding including any dividend
payments you have received

- Updatung your address details or registering a bank mandate to have
your dividends paid directly to your bank account

- Accessing a wide range of shareholder informaunon, sncluding
downloadable forms

To register to use this service, you will need your investor code (IVC),
which can be found on your share certificate(s)

Share dealing services

‘The Company’s shares can be traded through most banks, bulding
soctenes and stockbrokers Addinonally, UK shareholders may trade
their shares using the online and telephone dealing service that Capita
Registrars provide To use this service, shareholders should contact
Capita within the UK 0871 664 0364 (calls cost 10p per minute plus
network extras, lines are open 8 30 am— s 30 pm Monday to Friday),
from Ireland 1890 946 375, or from outside UK +44 20 3367 2686 or
you can log on to www capitadeal com
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Electronic communxation

In December 2011, letters were sent to shareholders currently receiving
hard copies of communicanons requesting that they opr-1n to continue
recewing hard copies of communtcations, and would otherwise be
defaulted to electronic communications

All of the Group’s annual results, interim results and interim
management statements will be published on the Company’s
website www capitalandcounties com If you are a shareholder and
wish to elect to recelve electronic communicanons, please contact
the appropriate registrar

Shareholders who wish to receive hard copies of shareholder
informarion may revoke a previous INSITUction 1o receive ¢lecironic
commumnications atany tumne

ShareGift ‘
ShareGift1s a charnity share donation scheme for shareholders who

may wish to dispose of a small quannity of shares where the market

value makes it uneconomaical to sell on a commission basis Further

informaton can be found on 1ts website www sharegift org or by

calling them on 020 7930 3737

Boiler room scams

In recentyears, many compatiics have become aware that their
shareholders have received unsolicited phone calls or correspondence
concerning investment matters

Theseare typically from overseas based “brokers’ who target UK
sharcholders, offering to sell them what often turn outto be worthless
or high nsk shares in US or UK investments These operations are
commonly known as ‘boiler rooms” These ‘brokers’ can be very
persistentand extremely persuasive, and a 2006 survey by the Financial
Services Authority (FSA) has reported that the average amountlost by
nvestots 1s around £20,000

1t1s not just the novice investor that has been duped in this way,

many of the vicims had been successtully investung for several years '
Shareholders are advised to be wary of any unsolicited advice, offers to

buy shares ata discount or offers of free company reports If you recelve

any unsolicited investment advice

— Make sure you get the correct name of the person and organisation

— Check that they are properly authonsed by the FSA before getting
nvolved by visinng www.fsa gov uk/register/

~ Do not provide any personal details to callers e g bank details or
full address

— If they are not properly authonised, report the marter to the FSA
eithet by calling 0300 500 5000 Or visiting
www moneymadeclear fsa gov uk

— Ifthe calls persist, hangup
The FSA adwvise that, 1f it sounds too goed to be true, 1t probably 1s

If you deal with an unauthorised firm, you will not be eligible to
receive paymenrt under the Financial Services Compensation Scheme
The FSA can be contacted by completung an online format

www fsa gov uk/pages/doing/regulated/law/alerts/overseas shtml

Details of any share dealing facilities that the Company endorses will
beincluded tn Company mailings

More detailed informartion on this or simalar activity can be found
on the CFEB website www moneymadeclear fsa gov uk
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