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PEOPLE HAVE A CHOICE WHERE THEY WORK,
SHOP AND LIVE. WE AIMTO CREATE OUTSTANDING
PLACES WHICH MAKE A POSITIVE DIFFERENCE

TO PEOPLE’S EVERYDAY LIVES.
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PREFER

FORMORE INFORMATION
You L find Links throughout this Report, 10 guide
you to further reading or relevant information

m Find more information on our website
www britishland com

See page title
= POO-00

FEEDBACK
We value your feedback
Please contacts us at

m Our corporate website
www britishland comn

El QurPad app
British Land tnvestor relations

u Follow us on Twitter
@BriushLandPLC

Place /pleis/noun an area orlocation

An office campus or buslding, shopping centre
or park, retail outlet, venue or residential building

People /g pid)l/ noun persons in general
or considered collectively

Customers [occupters), users loffice workers,
shoppers and visitors), residents, locat community,
intermediaries [e g agents) and other related
stakeholders

Prefer /prifa/verb like better than any other
Tend to choose because it meets your needs

CORPORATE RESPONSIBILITY

We believe that operating sustainably and behaving
responsibly are fundamental to creating long-term
value Information relating to secial envirenmental
and ethicat 1ssues is therefare integrated throughout
this Report This provides the reader with insight

into the critical inkages in our thinking and activity

It also shows more directly how we create value

not just for ourinvestors hut for our other key
stakeholders and the society In which we operate




HIGHLIGHTS OF THE YEAR

= Portfolio returns boosted by our actions and strengthening

markets

» Increased letting activity driven by improving occupier demand

» Significant development returns as 2010 West End programme
completes along with further pre-lets

» Significant investment adding to core income and replenishing

development pipeline

» Taking advantage of stronger debt markets to raise £1 5 billion

of new finance

EPRA NET ASSET VALUE PER SHARE

688p

Up 15 4%
DIVIDEND PER SHARE

27.0p

Up 2 3%, in line with previous
announcements

TOTAL ACCOUNTING RETURN

20.0%

Reflecting the increase in our Net Asset
Value per share and income yield from
the dividend

PORTFOLIO VALUATION!

£12.0bn

Up 8 3% with asset management and
development contributing half the uplift

UNDERLYING PROFIT BEFORE TAX

£297m

Up 8 4% reflecting the accretive
investmnent of our equity placing
proceeds, development lettings
and higher ltke-for-like growth

UNDERLYING EPS

29.4p

Down 3% primarily as a result
of disposals made last year

1 Our share of UK portfolio exctuding E87 million

of assets held in Europe

CARBON EMISSIONS

=36% since 2009

We have reduced our Scope 1and 2
carbon emissions across our Like-for-(ike
portfolio by 36% since 2009

CUSTOMER SATISFACTION

7.8/10

ln our brenrual independent customer
satisfaction survey our occupiers scored

us 7 8 out of 10 for satisfaction with landlord
outperforming the industry average of 51
out of 10

EMPLOYEE SATISFACTION

One Star

We achieved a One Star rating in The Sunday
Times Best Companies to Work For survey
2014 (2013 One Star}

EPRA PERFORMANCE MEASURES

Asat 31 March [Em) 2014 2003 0z
EPRA earnings 295 268 262
EPRA NAV 7027 597 5381
EPRA NNNAY 4700 5522 5148
Asat 31 March (%] 2014 2003 2012
EPRA netinitial yreld 48 55 52
EPRA Topped-up

netinitial yeld 53 57 58
EPRAvacancy rate 52 34 24

IFRS PERFORMANCE MEASURES

As at 31 March [£m) 2014 2033 2012
IFRS profit before tax 1,110 260 479
{FR5 net assets TN7 5487 5104
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STRATEGIC REPORT

WHAT WE DO

We are.

one of Europe’s largest publicly-listed real estate companies We manage, develop
and finance a £17 8 billion portfolio of properties of which our share i1s £12 0 billion
Our portfolio 1s focused on high-quality retail locations around the UK and London offices

vV

5

N

Our portfolio REIT Legislation
> i > AL > ki
Our objective 1s Our strategy 1s
to deliver long-term and to create and operate places that people RIGHT

sustainable total returns to our will prefer when making a decision where to PLACES P18-23

shareholders We dothis by work, shop and live We are customer-onented,

creating places people prefer enabling us to develop a deep understanding CUSTOMER P24-25
of what is important to people who use our ORIENTATION
places, we employ a lean team of expert CAPITAL
people who translate this understanding into the EFFICIENCY P24-27
creation of the right places to meet peoples
needs, and our capital efficiency means we EXPERT P28-29

> g‘]‘:'_']‘gss model can effectively finance our portfolio PEOPLE

Our scale

gives us significant advantages Operaticnally, we
benefit from the breadth of our occupier relationships
and our ability to develop and leverage best practice
across our portfolio Financially, our scale gives us
a cost of capitat advantage We are able to access
a broad range of debt prowiding us with flexible and
competitively priced financing

Our team

1s small and agile, best able to react quickly to
opportunities Although we manage a large
property portfolio, we are a team of 242 employees
Our employees focus on the most highly-skilled
and value-added activities It keeps our operating
costs low and allows us to be more flexible

are some of the best known property
investors and food retall businesses
Partnerships are animportant part of our
business, allowing us access to attractive
investment opportunities, the ability to
share risk, and work with people with
complementary skills

Strategic partnerships

- P26

Customer orientation Financing People
-> P24-25 =4 P26-27 - P28-29
QOur partners Our values INTEGRITY

underpin everything we do

We do what 1s right not what 1s easy

We believe behaving responsibly
and managing social and
environmental I1ssues are

CNETEAM

Working collaberatively both with
internal and external stakeholders

core to our ability to deliver EXCELLENCE
long-termvalue

have a growth mindset
> Governance

We are the best we can be and

P5%-81

COMMERCIAL ACUMEN

Corporate responsibility We take the lead in our field
=4 P42
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OUR PORTFOLIO

Our properties are home

to over 1,000 different
organisations and are places
where over 99,000 people
work or live They are visited
around 300 million times
each year

£17.8bn

ASSETS UNDER MANAGEMENT

£12.0bn

OF WHICH WE OWN

31.9m sq1t

OF FLOOR SPACE

£608m

CONTRACTED RENT

96.1%

OCCUPANCY RATE

10.3 years

WEIGHTED AVERAGE LEASE LENGTH

|
STRATEGIC REPORT i
\

UK RETAIL AND LEISURE

As the UK s largest listed owner and
manager of retail space, our portfolio
1s well matched to the different ways
peaople shop today, from major regional
shopping centres to single occupler
locations We are focused on being

the preferred destination for retailers
and their customers by being the

best provider of spaces and services

LONDON OFFICE AND RESIDENTIAL
Our Offices and Residential portfolio

15 focused on London reflecting its
position as a leading global city, a place
where people want to werk, live and
visit We have an attractive mix of
high-guality buitdings in well-managed
environments and a pipeline of
development projects which will

add significantly to our portfolio
Increasingly, our offices are in rmixed-
use environments which include

retail and residential elements

£10.4bn

ASSETS UNDER MANAGEMENT

£6.9bn

OF WHICH WE OWN

24.6m sq ft

OF FLOOR SPACE

15

SHOPPING CENTRES

66

RETAIL PARKS

85

FOOD SUPERSTORES

S Retail and Leisure portfolio
P20

S Retail and Leisure performance review
P47-48

Whiteley Shopping Hampshire

£7.4bn

ASSETS UNDER MANAGEMENT

£5.1bn

OF WHICH WE OWN

7.3m sq ft

OF FLOOR SPACE

3

OFFICE-LED, MIXED-USE CAMPUSES
OVER 54 ACRES WITH 23 BUILDINGS
(INCLUDING DEVELOPMENTS}

24

STAND-ALONE OFFICE BUILDINGS

8

OFFICE AND RESIDENTIAL DEVELOPMENTS

Offices and Residential
xd o>

> Dtfices and Residential performance review
P42-50

The Leadenhall Bullding London
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STRATEGIC REPORT

How do you keep retall relevant in an online world?

WHITELEY SHOPPING, HAMPSHIRE

EORES but physical space remains a core part of the buying

PREFER experience for consumers Our understanding of
consumers and what they want ensures we continue

to create the very best environments where pecple choose

to shop and spend their time and where retailers want to be

Getting the right food and leisure offer 1s playing an increasingty

important role in attracting shoppers and encouraging them

to stay longer, helping our occupters to generate sales and

achieve their goals

The way people are shopping is clearly changing

Our recently opened Whiteley Shopping is a great example

of how we can bring together insights and best practice from
across our business It 1s why we were able to attract leading
high street brands such as Fat Face and Joules who chose

to open their first out-of-town stores at Whiteley Shopping

[t 1s why the cinema and all restaurant units in our forthcoming
leisure extension are already pre-let or under offer, 12 months
before opening Whiteley Shopping has rapidly become a
preferred destination for retailers and shoppers It was voted
‘Best Medium Sized Shopping Centre Development in Europe’
by the International Council of Shopping Centres in 2014

4 7m ?? The architecture has an extra level of

. guality, which combined with the environmental

ANNUALISED FOOTFALL credentials rang true with our brand, and
therefore (s what appeals to our custorners ¥

65 minutes

AVERAGE LENGTH OF VISIT

1-25m TIM MOODY

PEOPLE IN CATCHMENT AREA HEAD OF PROPERTY, FAT FACE

87%

OF VISITORS AREIN THE
AFFLUENT ACHIEVERS’
DEMOGRAPHIC

1,355

FREE PARKING SPACES

BREEAM SUSTAINABILITY Whiteley Shopping
RATING www whiteleyshopping co vk

ﬂ www britishtand com/shoppingcentres
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STRATEGIC REPORT

How do you attract leading global companies to your offices?

REGENT'S PLACE, LONDON

=g Companies from around the world are choosing London
as a place to do business Great working environments,
MASRAM particularly those which have good transport links,

are increasingly important in attracting and retaining
the best people As well as good buildings to work in, great
environments have places to shop and enjoy leisure time

People are also choosing to live in the best of these environments

Regent’s Place Is a great example of how we are able to create
outstanding work environments for London by understanding
our occuplers’ needs and working closely with the local
community Its high-quality offices, well served by major
transport links, are enhanced by restaurants, shops, a health
club, a theatre, art studios, a children's nursery and landscaped
open space As a result, this 13-acre campus has attracted

a broad range of businesses from around the world

from banking to ol and gas, to media and technology,
including one of our newest occupiers, Facebook We have
also provided 150 high-end apartments for people to buy
along with 160 more affordable homes for people to rent

15 000 PTWe are delighted to be moving
) to Regent’s Place and joining a vibrant
WORKERS AND RESIDENTS business cammunity Our new office

space will transform the way we work
45 together as a company””
DIFFERENT COMPANIES

980/0 SIMON REES

OCCUPANCY RATE CEQ, DIGITAL CINEMA MEDIA

6.4%

ANNUAL INCREASE
IN VALUE SINCE 2009

Excellent

BREEAM SUSTAINABILITY
RATING

Regent s Place
www regentsplace com

www britishland com/offices
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STRATEGIC REPORT

CHAIRMAN'S STATEMENT

Reflecting upon my first full
year as Chairman, it 1s notable
how active British Land has
been two major acquisitions,
a new jomnt venture partner at
Broadgate, a substantial new
retail opening, and a significant
new landmark on the London
skyline, to name just a few

of the highlights of the past

12 months This was achieved
while continuing to deliver
strong operational performance
and maintaining a robust
balance sheet

20.0%

TOTAL ACCOUNTING RETURN

688p +15.4%

EPRA NET VALUE PER SHARE

27.0p +2.3%

DIVIDEND PER SHARE

Full-year results 2014 video
www britishland com/investors

Chief Executive s review
P10-13

Chairman s governance review
P&0-61

N MAa

ow

Overall, this 1s testament to the management
tearn s comrmitment to operational excellence
and delivery of total shareholder returns

Underlying pre-tax profit of £297 million was
up 8 4% reflecting the successful investment
of our equity placing proceeds, rents from
recently completed developments and higher
like-for-like rental growth The value of our
portiolio now stands at £12 0 billion and NAV
1S up to 488 pence per share The Board

has recommended a fourth guarter dividend
of 6 75 pence per share making a total of

270 pence per share for the year, an increase
of 2 3% over the prioryear For2014/15we are
proposing a dividend increase of 2 5% The
combination of NAV growth and dividend gives
a total accounting return of 20 0%

Over the past four years the management
teamn has been reshaping our business and
the strong results we reported this year are
evidence of this strategic direction We have
greaterweighting to London and the South
East, and importantly, within London we are
well positioned with more assets in the West
End and up-and-coming areas As the retail
environment continues to evolve we have been
investing in and future proofing our own retail
porttolio to better reflect the way people shop
Finally we completed eight developments

in the last 12 months and have been active

in replenishing the pipeline with a combination
of new and existing assets that offer
significant patential

Strategically during the period we invested the
proceeds of our equity placing carefully but
ahead of plan We bolstered our development
portfolio which will provide the business with
opporturities out into the medium term

Qur acquisition of Paddington Centralin

July, to me encapsulates all the qualities of
British Land This was a complex transaction,
with multiple vendors and 1ssues to resolve
Briuish Land s ability to rapudly understand and
address them, cambined with our significant
financing resources, meant we were able

to acquire a very attractive asset at a highly
competitive price Itis the combination of skill
and scale that allows British Land to extract
significant value from opportunities that

very few others could With cur strong asset
management experience, In particular that
developed at Regent s Place and Broadgate
we are confident in our ability to add further
value by creating an attractive environment
1nwhich peaple want to work, live and shop

The British Land Company PLC Annual Report and Accounts 2014

The achievements of the year are all the more
natable given they have been delivered by

a very small team 1n FTSE 100 terms of just
over 240 employees With a ngorous focus

on operational efficiencies, British Land 1s
comprised of a small, but highly-effective team
of industry experts As part of cur commitment
to aur employees, we have continued to invest
in training our staff to hone their skills and
develop their careers | would like to take this
opportiunity to thank the team for their hard
work during the year

The tmportance of good corporate governance
cannct be understated As a Board we focus
continually on enhancing our effectiveness
aswell as embracing the changes to the UK
Cerporate Governance Code and the changes
to it that have come into force during the year

In September Richard Pym stood down as
Non-Executive Director and Chairman of the
Audit Committee We appointed Tim Score

to the Board in March as a Non-Executive
Oirecior and Chairman of the Audit Committee
His experience and insights, given his role

as CFO of a leading FTSE 100 company,

will further strengthen the expertise and
compostition of the Board | would ltke to thank
Aubrey Adams for his role as Chairman of

the Company s Audit Commuttee during the
interim period and the extremely valuable
contribution he made

Further developments in our governance
structure during the year included the
establishment of a new management
committee the Operations Commuttee,
which has been formed to improve the
flow of information between the Executive
Committee and the wider Company and
improve the quality of strategic and tactical
decisions that are made

Our business does not operate in 1solation

our performance 1s underpinned by strong
relationships with our occupiers partners,
suppliers, employees and the communities
inwhich we operate Qur occuplers are some
of the best businesses globally with whom we
work closely to understand their requirements
and create places they theiremployees and
customers want touse Our partners are some
of the most respected investors and retailers
Partnerships with the likes of Norges Bank
and GIC further enable us to make the most

of significant large-scale opportunities




STRATEGIC REPORT

Managing our social environmental and
econemic impacts Is central to howwe

do business, adding value to our assets

and delivering value to our shareholders

All members of our Executive Committee
have a corporate respensibility target linked
to thewr vaniable remuneration We cantinue
our efforts to improve understanding of how
social and environmental factors add value
We are working with The Prince s Accounting
for Sustainability Project to put sustamability
at the heart of business decision making,
strategy and reporting Our latest research
highlights the social benefits and commercial
resulis of our 30-year involvernent at
Regents Place, and our partnership with

the local commumty and Camden Council

zy~z 11oday abareng

As we emerge from the shadow of global
recession we remain confident for the
prospects for the business in our chesen
markets and locations Against animproving
economic backdrop British Land is well
positicned for the future with a highly attractive
porifolio of assets extensive and resibent
financing capacity and a highly-motivated and
committed team of experts | look tawards
the corming year as we confinue to build upon
our successes

B5-E£7 MIIAS) FDUBWI0LIIH

[

John Gildersleeve
Non-Executive Chatrman
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STRATEGIC REPORT

CHIEF EXECUTIVE'S REVIEW

OUR YEAR

P’ The business Is in good
shape and we ve delivered a
strong set of results We have
benefited from strengthening
occupational and investment
markets but the decisions
and actions we have taken
both this year and in previous
years have been a significant
contributor to our performance,
driving around half our
valuation uplift ??

£1,970m

GROSS INVESTMENT ACTIVITY

14.2%

TOTAL PROPERTY RETURNS
OUTPERFORMING IPD BY 60 BPS

2.3m sq ft

LETTINGS/RENEWALS
& 3% AHEAD OF ERV

Full-year results presentation
www britishland corm/resulis

Full-year results 2014 video
www britishland com/investars

Performance review
P43-55

QoA

It has been a good year for British Land and our
business 1s performing well We have executed
well against the plan we set out last year

The decisions and actions we have taken both
this year and in previous years continue to be

a key driver of our performance along with the
strengthening of our markets

Quring our 2014 financial year, we successfully
invested the proceeds of our equity placing
ahead of schedule, acquiring atiractive assets
at good prices Assets such as Paddington
Central, where we can create aitractive
environments, places pecple prefer towork,
shop and live In and which are integrated into
their lacal communities We made major
strides replenishing our London development
patential giving us a significant pipeline of near
and medim-term opportunities In Retail

we took advantage of stronger investment
markets tc sell mature assets, redeploying
the capitalinto properties with more attractive
prospective returns, such as SouthGate, Bath
We took advantage of improving debt markets
to raise new competitively priced finance
previding us with additienal flexible capital

to support the future growth of the business

As ecanomic confidence has improved in the
UK and debt finance more broadly available,
the market environment has become
significantly more favourable, particutarly

in the second half of our financial year
Domestic and international investors were
more active, driving a higher volume of
transactions with a conseguent tightening

of yields Capital returns outside London
strengthened although London continued ta
cutperform all ather markets driven both by
stronger investment and occupational markets
The UK retail market rmaterially improved
particularly from an investment perspective
Retailers are now undoubtedly more positive,
not anly in the outlook for consumer spending,
but also the place that physical space plays

i their omni-channel strategies

Qurunderlying pre-tax profits were 8 4%
ahead at £297 million as we invested the
placing proceeds, benehted from development
lettings and Like-for-like rental growth
improved Underlying EPS at 29 4 pence

was 3 0% lower, primanily as the result of the
disposals we made last year Our dividend

15 2 3% up at 27 0 pence 1n line with previous
announcements, reflecting our successful

10 The British Land Company PLC Annual Report and Accounts 2014

investrnent of the placing proceeds and
success In letting up developments

EPRA Net Asset Value increased by 15 4% to
688 pence per share Taking into account the
impact of the dvidend, and the increase in
Net Asset Value, we delivered an averall total
accounting return for the pertod of 20 0%
Reflecting our confidence in the coming year,
the Board I1s proposing a quarterly dividend
of 4 92 pence per share, or 27 48 pence per
share for the full-year, an increase of 2 5%

We generated total property returns of 14 2%
and capital returns of 8 9%, once again
outperforming the IPD tenchmark by 60 bps
and 140 bps respeciively Our UK portiolio
valuation uplift was 8 3% with our actions -
asset management and development — driving
around half the uplitt and the balance coming
from market yield shift The strengthening
performance was especially notable within our
London Office and Residential portiolio where
values were 14 5% higher Qur Retail valuations
were 4 4% ahead reflecting our active asset
management and improving market sentiment
Across our portfolio, rental values were 3 0%
ahead of 2013, compared with 1 7% for the
market as awhole

Underpinning our business is the quality and
sustainability of our rental income It 1s these
rental streams that enable us to support and
increase the dividend and grow our business
Our customer orientation, focus on landlord
services and asset managernent ensure we
centinue to attract and retain high quality
occupiers We signed over 2 3 million sq ft of
lettings and lease extensions during the year,
with investment lettings signed on average

4 3% ahead of ERV Our like-for-like occupancy
was 130 bps ahead reflecting the strength

of our letting activity Overall occupancy was
down at 96 1% as we completed West End
developments which were rmoved into the
standing portfolio

Within our Retail business, our operational
metrics strengthened reflecting the quality

of the portfolio and our strong asset
management We signed 17 million sq ft of
lettings and renewals with investment lettings
and renewals & 9% ahead of ERV With
accupancy up 110 bps to 98 5%, our porticlio
1s now virtually fully let Footfall was flat for
the year as a whole and up 1 2% in the second
half, sigreficantly outperforming the market




STRATEGIC REPORT

In Offices we made good progress with
increased letting activity broadly balanced
between standing investments and
developments Overall, investment deals were
signed at 8 4% ahead of ERV At Regent s Place
we completed our development of 10-30 Brock
Street 10 Brock Street was fully let less than
three months after practical completion to

a diverse range of occupiers and the campus
itself 1s now virtually full At Paddington
Central, within our first months of ownership
we have increased occupancy and are already
making good progress on aur plans to improve
the campus Post our year-end, we have seen
an increase In occupler interest across our
portfolio with over 150,000 sq ft of space let

or under offer on attractive rental terms

Zy- loday mbajeng

Our 2040 developrment programme 15

nearing completion and has been substantially
de-risked through lettings and residential
sales It has now generated £608 rmillion of
profit with a further £45 million estimated to
come We have been actively reptenishing our
pipeline including through the acquisition

of development sites at Paddington Central

and an option agreement to develop at Blossom
Street Shoreditch These take our recently
commutted and near-term pipeline to almost

2 million sq ft We also have significant
medium-term opportunities at existing sites
including at Eden Walk, Harmsworth and
Surrey Quays L

85y MAIADL 3IUBW10)13]

Access to flexible and cost effective financing
15 @ key differentiator for British Land It allows
us ta respond guickly to opportunities Our
financial {lexibility not only allows us ta have
ready access to hinancing to fund growth, but
also allows us to access the capital markets
at the optimal time so taking advantage of
improving financing terms Since 1 April 2013,
we have raised £1 5 billion of new unsecured
financing from a diverse range of lenders

on competitive terms These included a

£200 rmilion US Private Placement with a
12-year term and a £785 million {ive-year
revolving credit faciity

80145 UDIIEIAUNLIS] PUR 8JURUISADG

KEY HIGHLIGHTS OF THEYEAR

TIMELY » Grossinvestment of £1 3 billion focused on London and the South East
INVESTMENT

* Placing proceeds invested ahead of plan accretive to EPS and NAY

PROFITABLE * Completed five of our 2010 London developments on schedule -
DEVELOPMENT total estimated profits of £636 million

* Replenished development pipeline
RESHAPING RETAIL * Sale of £391 million mature UK retail assets ahead of valuation
PORTFOLIO

Invested in high-quality preferred retall destinations

081=401 UONBLLIOJI 13YJ0 PUB SIUBLLIZIE)S |RIDUBLIS

STRENGTHENING
OCCUPATIONAL METRICS

2 3 million sq ft of lettings and renewals

Like-for-like occupancy up 130 bps

The British Land Cempany PLC Annual Report and Accounts 2014 i1




STRATEGIC REPORT

CHIEF EXECUTIVE'S REVIEW
LOOKING FORWARD

P’ We have positioned our 'F_fgglgbﬂ:ﬂsggsgvs;’:"*‘fss
business behind several Over recent years we have worked hard to
key themes and invested build more growth into cur business We have
actively invested more capital inte improving
accordlngly These trends occupational and investment markets while
have endurlng relevance at the same time re-shaping our portfolic
which leave us well We have positioned our business around
several key themes 1dentified these trends
DOSItIO ned 90|ﬂg forwa Fd early and invested accordingly
to take advantage Of LOF’IdOI’I 5 In total, we have undertaken £4 6 billion of
Contmumg success and gross (nvestrment activity over the last four

ears made up of over £3 billion of acquisitions

improving demand for znd developm:m spend along with E1q6 bilion

the best retail space 44 of dispesals These trends have enduring
relevance which we believe leaves our
business well positioned as we look ahead

1 ATTRACTIVE ENVIRONMENTS

QOccupiers are much more focused on

the environments inwhich they operate This

15 a theme right across our business Thatis
why we talk about Places People Prefer Itis
whywe are investing at our office campuses

at Paddington Centrat, Broadgate and Regent s
Place and why we are Investing to Improve

the environments at our retail destinations
such as Glasgow Fort and Whiteley Shopping

2 LONDON AS A LEADING GLOBAL CITY

London has becorne one of a small number
of what are called global cities where people
are choosing to locate therr business activities,
to live and visit From a property perspective
we believe London will remain strong both
operationally and from an investment
perspective over the longer-term and this
will also benefit its iImmediate hinterland in
the South East Around 75% of our investment
in the last four years has been tn London and
the South East As a result it has increased
from 50% of our business fouryears ago to
over 60% today on a pro forma basis

3 IMPORTANCE OF TRANSPORT
INFRASTRUCTURE

Public transport will becorne more and more
important in London Crossrail which epens
in 2018, 1s going to have a big iImpact We now
own more than £3 billion of real estate within
a stone s throw of Cressrail stations At our
Broadgate campus the entrance to the station
will be on the doorstep of 100 Liverpool Street,
where we are planning a major refurbishment
of the bullding Paddington Central will be just
twe minutes from Bond Street on Crossrail,
effectively edging it into the West End
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4 KEY ROLE OF HIGH-QUALITY
PHYSICAL RETAIL

Shops will remarn critical to retailers even

in an increasingly digitally enabled world But
success factors are changing As retailers
continue to focus their stores on the best space
it is our view that these locations will generate
better sustainable long-term returns than
other locations That is why we have been so
active buying, selling and developing and with
£2 3 billion of actvity in total over the last four
years, we believe our retall business 1s much
better placed as a result

5 PROFITABLE DEVELOPMENT

Developing prime property, remains a
fundamental driver of value in our business
Cur 2010 programme has generated significant
returns for our shareholders and we have
made great progress replenishing our pipeline
We have commitied to a number of these
schemes, notably Clarges Mayfair and expect
to commit to developing a new building

4 Kingdom Street at Paddington Central later
this year But we have alsc kept plenty of
optronalbity recognising that things can change

OUTLOOK

Looking to the next year, overall we remain
positive about our property markets Across
the UK as a whole, we are stillin the early
stages of an economic recovery and real
wages are only just starting to increase

From a property perspective, the ditterential
between property and bond yields s still wide
by historical standards With interest rates
expected to remain at low levels for the
foreseeable future propertywill remain an
attractive source of Income return However

we have seen tightening of property yields
earlier than many pecple expected, particularly
in London and sowe see cur key markets

as having rather different dynamics

In London offices, yields have tightened
significantly and in the core markets are close
to their ten year lows However, occupational
demand 1s strengthening at a time when
development completions are relatively bmited
Sowe continue to expect the market to perform
but far this performance to be driven primarily
by rental growth With significant development
space to let, we are well positioned to capture
this growth




In prime residential we have already sold
nearly all of the apartments developed as
part of aur 2010 programme generating
sigruficant profits Price growth has slowed
but we are comfortable with our position
given the bulk of aur expesure 1s now at
Clarges Mayfair which we bought in 2012
and where we are already on site Located
on Piccadilly near the Ritz, and wath
spectacular views over Green Park this

1s an exceptional scherme and we expect
to generaie good returns for shareholders

Inretal away from London, the cycle

1s at an earlier stage Investor appetiie

15 strengthening with demand fram both
dermestic and international investors

Looking at our portfolio we are still
significantly off trough yields, particularly

for some of our larger assets Froman
occupational point of view, retallers are both
more confident about the outlook for consurner
spending and are clearer ahout the central
role that physical space plays within their
amni-channel strategies Sowhile theyare
looking to take more space, they are becoming
ever more discerning about the space they

are willing to take Overall therefore, we are
more positive about the patential for further
yield compression in retail and expect rents
for high quality space to benefit over time

as consumer spending continues to improve

'n terms of investrment we expect to be

more balanced in cur acquisitions and
disposalsin the coming year We will continue
to take advantage of market strength to sell
more mature retal assets and we have a
number of assets under offer orin the market
Although the market remains competitive,

we believe we can continue to take advantage
of more complex situations to make attractive
acquisitions We will also move forward
progressively with our new development
programme and expect to commit ta

4 Kingdom Street at Paddington in the
comung year

There are, of course risks, te all this Political
risks both at home and abroad, are arguably
greater than they were a year ago These

of course may have an impact, but we draw
considerabte comfort from the sirength

of our business and we lock to the future
with confidence

Chrnis Grigg
Chief Executive

OUR PRIORITIES FOR THE YEAR AHEAD

STRATEGIC REPORT

|

-

» Accelerating our development pipeline

-

[

[

|

-

Drive Lke-for-like income through active asset management

Progress our existing development programme
- deliver Leadenhall and 5 Broadgate, and

- lease up our remaining space In recently completed developments,
and selectively pre-let office space and pre-sell residential units

In our current developments

Maintain strong occupter satisfaction, driven by our market-

leading service

- commit to new sites, such as 4 Kingdom Street at Paddington,

- progress our medium and long-term developments, such as Blossom
Street in Shoreditch, Surrey Quays and Harmswarth Quays, and

- continue to build our pipeline by ientifying new opportunities both

within and outside our partfolio

Employ our property and deal making skills to access
more complex property acquisitions as well as assets close

to our existing properties

Continue to reshape our Retail portfolio

- enhance our existing portfolio to meet the evolving needs of occupiers

and consumers,

- take advantage of market strength to sell more mature assets, and

- invest in retail schemes which are preferred destinations or have the

ability to be

Exit Europe

Maintain our financial gearing within our 40% to 50% LTV
range LTV may fall below this level due to phasing of recycling

Invest In our capabilities for the medium-term

- in particular, invest In people, processes, analytics, technology

and marketing

Maintain our One Star rating in the Best Companies

to Work For survey
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STRATEGIC REPORT

OUR BUSINESS MODEL

\‘\\‘\/IE CREATE } BY FOCUSING ON WHICH ENSURES
IV v
. ENDURING DEMAND
P I_ AC ES RIGHT FROM OCCUPIERS
PLACES AND INVESTORS
= Well located IN PROPERTY

PEOPLE
PREFER

People have a choice about
where they live, work and

shop Itis our aim to create
outstanding places which
make a positive difference

to everyday lives

British Land:

Creating Places People Prefer.

= Greatenvircnments

= Modern buildings

= Adaptable space

= Eificient bulldings

= Sustanable

* Integrated into the community

Right places
= P18-23

CUSTOMER
ORIENTATION

= Strong occupier relationships
= Bestcustomer service
» Occupier and consumer insights

= Engaged communities

Customer orientation
- P24-25

CAPITAL
EFFICIENCY

= Scale
= |owcostdeht

» Flexible financing

Capitalefficiency
- P26-27

EXPERT
PEOPLE

» Experts inther field
» Lean flexible operating structure
* Valyes led

Expert people
> p2g§-2¢

= High-guality occupiers
= Atiractive lease terms
= High accupancy

= Strong cash flows

ALONG WITH AN
OPTIMAL CAPITAL
STRUCTURE

» Appropriate leverage

= Growing dwvidend
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STRATEGIC REFORT

AND DELIVERS

CREATING VALUE

oy

~ SUSTAINABLE
TOTAL RETURNS

AS MEASURED BY
GROWTH IN NET ASSET VALUE [NAYI

+15.4%

EPRA net asset value per share was up
15 4% to 688 pence

INCOME FROM DIVIDEND

+2.3%

Quarterly dvidend of 6 75 pence brings Lotal
dividend for the year to 27 pence a2 3% mcrease
year-on-year

TOTALACCOUNTING RETURN

20.0%

As a result of the increased dividend and our NAV
we reported a total accounting return of 20 0%

°
L. ECONOMICALLY

OUR INVESTORS

Curshares are widely owned from large
institutions with global footprints UK
local authority pension funds to small
indwidual investars QOver the last three
years we have generated toial accounting
returns of 35 4% for our Investors Of this
the income return through our regular
quarterly dmdend payment has been 14%

OUR OCCUPIERS

By creating the right spaces, we help
our occupiers thrive, with productive
workforces in our office properties and
popular brands at our retail destinations

SOCIALLY

LOCAL COMMUNITIES

78 apprentices are learring while they
earn at our properties and developments,
supported or part-funded by us and our
suppliers We have contributed over

£3% 4 million te communities threugh the
planning process over the last three years,
creating atfordable homes, rmproving
public spaces, enhancing pedestrian links
and delivering community facilities

OUR PEOPLE

We again achieved a One Star accreditation
in The Sunday Times Best Companies to
Work For survey We ranked in the top five
FTSE 100 companies for reporting
wellness and engagement of employees

in the Business in the Cormnmunity
Workwell Benchmark 2013

SUPPLIERS

Our five-year development programme 1s
contributing £1 2 billion to the UK econormy
gross value added boosting bustness for
thousands of firms around the UK

LOCAL COMMUNITIES

Every £1 million we spend on construction
generates an estimated 31 jobs Our five-
year development programme is creating
32 300 jobs during construction

ENVIRONMENTALLY

OUR INVESTORS

We create green buildings that stand the
test of ime and we believe deliver better
returns for our investors

OUR OCCUPIERS

We have cut landlord-influenced energy
across our Like-for-like portfolio by 34%
aver the last five years, saving our
occupiers £6 2 million

PEOPLE WHO WORK, SHOP
OR LIVE INOUR BUILCINGS

Our green burldings are designed to
enhance the experience of those whe
use themn All our office developments
are certified BREEAM Excellent {or
sustainabiity and 94% of our major
retail developments are Excellent or
Very Good

The British Land Company PLC Annual Report and Accounts 2014
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STRATEGIC REPORT

THE MARKETS WE OPERATE IN

OVERVIEW

The UK has a large commercial property
market which attracts a bread range

of domestic and international investors

It has strong established property nights,
long-term leases with upwards only rent
reviews with occupiers generally responsible
for repairs maintenance and insurance,

and a transparent valuation system

Today 1t 1s one of the top markets globally
for internattonal investors in property

THE SHAPE OF THE MARKET

Because of the diversity of ownership, there
1s no definitive or regular measurement

of the total market

The British Property Federation estimated

that the commercial market was worth around
£56% tillion 1n 2012 which split inta three main
sectors retall, office and industrial along

with a number of smaller specialist sectors
The commercial residential market 1s currently
a small part of the institutional investment
rarket but it 1s expected to grow significantly

MEASURING MARKET PERFORMANCE
The Investment Property Oatabank (IPD]
aggregates the valuation performance of
around £121 bilhion of commercial property
providing monthly quarterly and annual
performance information These are the
benchmarks against which many property
companies Including British Land measure
themselves At British Land, our properties
are valued on a sermi-annual basis by
external professionals

COMPETITIVE LANDSCAPE

British Land competes {or capital and
properties with a diverse range of investors -
private, public and institutional Anumber of
our equity shareholders also invest alongside
us in specific assets and compete with us for
investment opportunities The most notable
exarnples are GIC and Norgas Bank who

are both top 10 shareholders and are our
Jont venture partners at Broadgate and
Meadowhall respectively
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INVESTING IN PROPERTY
There are many different ways of investing
in the commercial property market

* n publicly-listed property cornpantes such
as British Land

= inawide variety of isted and unlisted
funds, or

= directly in the property itself

Publicly-Usted real estate compames account
for around 15% of the commercial market in
the UK - British Land accounts for around 11%
of the UKX-{isted real estate market by market
capstalisation More than 75% of listed property
companies inthe UK are REITs

PROPERTY REGULATION

Property management and development

i1s closely governed by local and national laws
and regulation which cover a whole range

of important activities including building,
planning roads, parking public transpart and
fire Of these planning has the most matenal
impact an the value development chain in so
far as planning regulates both the development
of the buslding itself and the purpose for which
itis used Changes in the planning envirenment
can have a significant impact on value and

this is one of the key ways that British Land
creates value

Inrecentyears the Government has introduced
new legistation to simplify the complex local
and national planning processesand rules

in England with the aim of boosting investment
and sustainable development

REIT LEGISLATION

REITs are glebally recogrised investment
structures which exist in 34 countries around
the world REITs are required to distnbute a
significant proportion of the rental profits from
their REIT operations to their shareholders
The broad intention 1s to replicate the tax
treatment of a direct Investment in property
effectively removing the double-layer of tax
payable by both the company and the
shareholder Instead tax Is payable at the
shareholder level

The UK REIT regime was taunched in 2007
and British Land became a REIT in that year
Changes to the REAT rules were introduced in
2012 which, in effect, were designed to make
1t easler for companies to become REITs and
attract institutional investment




KEY MARKET TRENDS

OUR MARKETS

Our focus areas - retail and offices account
for over 60% of the total commercial preperty
marketin the LK We have chosen to focus on
these areas because they are large and lrquid
markets with, In aur view, the best long-term
growth potential for rents and capitat values
We believe they are highly cormnplementary
We also have property in sectors which
complement our core bustness principally
leisure and residential, and increasingly new
devetopments are mixed-use

Historically, retait has produced more stable
returns than London offices this reflects
office development cycles which, at fimes,
has created significant supply or demand
imbalances

IPD TOTAL UK ALL. PROPERTY RETURN

Growth %] 2012 2013 2014

Retail 50 21 101

Offices 79 46 188

Industrial 64 30 166

Dther 92 62 103

UK market 63 32 136
Source PO

RETAIL

The retail market continues {o evolve with

the growth of e-cammerce and mobile
technologies The UK s the most developed
market in the world for online shopping which
accounis for around 11% of the total market
The role that physical shopping environments
play 1s changing significantly as a result
Consumers are expecting much mare from the
places they shop more convenience, in more
attractive environments with better facilities -
food drink and increasingly some kind of
leisure offer whether 1t be a children s play area
or a cinema and bowling alley Many retailers
are increasingly viewing their physical stores
asan integral part of their overall marketing
effort and key to their internet offer through
Click and Cotlect

Poor quality space which does not confarm

to shoppers reguirements in this new world
1s becoming functionally or economically
obsolete as retallers focus thair physical
space on a smaller number of mare highty-
performing locations and operators with
weak business models fail The impact of this
can clearly be seen on retail rents As shown
on the chart on the left, in the tast three years
secondary rents have fallen by 3 2% per annum
compared to anincrease of 1 4% perannum
for prime rents We have already benefited
from focusing on those lacations where we
can create destinations which are preferred
by retalers and their customers

EN Retail and Leisure review for 2013/14
market overview P47-48

LONDON

Our increased focus on London in recent years
reflectsits growing status as one of the most
impartant cities globally a place where people
are choosing to locate their businesses, live,
visit and invest Looking forward London s
expected to retain its status as a world-class
city with poputation forecast to grow to just
over nine millon pecple by 2023 International
investors have become ansmportant part of the
markelincluding in residential where they have
played a key rale in the emergence of a super-
prime sector in the West End Large areas

of London are being improved or regenerated
by property and infrastructure investment,

the most sigrificant of which 1s Crossrail,

a£14 8 tillion rail line due to open (n 2018
Running from Heathrow through the West

End o the City and Canary Wharf it wlt
dramatically cut journey times

> Offices and Residential review for 2013/14
market overview P49-50

STRATEGIC REPORT

MOST IMPORTANT GLOBAL CITIES
NOW AND IN 10 YEARS

Growth (%) Now In 10years
London 1 1
New York 2 2
Hang Kong 3 [
Faris & 7
Singapore 5 5
Miarm [} 1
BGeneva 7 9
Shangha 8 4
Beying 9 3
Berlin 10 0
S&o Paulo " B

Source Knight Frank Wealth Report

As people increasingly want to work and

live In environments with a broad range of
amenities nearby, including high-quality public
spaces cafes and restaurants and retail

and leisure facibities, the boundaries between
offices, retail, residential and leisure are
becoming blurred Te meet this growing
requirement, our business in Londen is
increasingly focused on creating and managing
great enwronments, often in campuses which
are mixed-use
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STRATEGIC REPORT

RIGHT
PLACES

CUSTOMER
ORIENTATION

CAPITAL
EFFICIENCY

EXPERT
PEOPLE

\/

Our business Iintegrates

the entire value-creation chain
in property from investment
(buying and selling] to
development and property
management

WE CREATE HIGH-QUALITY,

ADAPTABLE ASSETS

= Properties and locations with enduring
appeal both to occupiers and investors

= Adaptatle buildings that can evolve
to the needs of our customers

* Sustainable and resilient buldings

IN ATTRACTIVE ENVIRONMENTS
= Environments with a broad amenity offer

= Well-connected tocations

WITH BEST-IN-CLASS SERVICE
= Focus on contindous improvement of our
service offering and delivery

= Serwices supported by latest technologies

THAT OFFER GOOD VALUE FOR MONEY
= Attractive and affordable locations

DEVELOPMENT - 2010 PROGRAMME

WHERE WE INVEST

Our ability to create value requires us both

to 1dentify long-term trends and to ensure

that we manage the risk and opportunities
created through economic and property cycles
Property s a cyclical market with returns
sensitive to changes in supply and demand,
both from occupiers and investors

We invest In places where we see good or
the potential for good lasting demand from
occuplers and investors Attracting high-quality
occuplers on longer lease terms generates
sustainable and growing rental income which
drives increases in the capital value of our
properties over time The right space tends
to perform better over the long-term than
average or poorer quality property reflecting
the benefits of enduring demand from
occuplers and investors

Within the UK property market we focus on
investing, developing and managing high-
quality retail and Lendon offices Thisis
because these markets are targe and liguid
and inourview have the best long-term
growth potential for rents and capital values
[see the markets we operate in on page 16
Although we report them separately, they are
highly complementary and we run them closely
together Today, an increasing amount of the
spaceswe are creating are mixed-use The
substantial retail cash flows enable us te flex
our Investrnent In the more cyclical London
office market and invest in significant
development projects

We optimise and flex the allocation of our
capital across these sectors, including between
investment and development aciivities We
regularly review our property pertfolio and
recycle capital cut of mature assets Qur
investment strategy 1s considered alongside

the risk parameters agreed by the Board

[see page 40]

We believe cur zbility to source and structure
desls 1s a competitive advantage allowing

us to access high-quality investments and
development opportuntties at attractive prices
We are able to do this because our extensive
network of market contacts property and
corporate finance expertise and financial
strength which enables us to take cn large,
complex transactions

OUR PORTFOLIO

Our portfolio comprises assets with a range
of lease lengths and different ages including
those which are newly developed and those
which are scheduled for major refurbishment
or development This allows us to drive
returns through asset management initiatives
develapment and recycling of capital from
rature assets ito those with better growth
potentiat

2010 London programme 2 7 milhion sq fi

Complated 2012 Cempleted 2013

199 Bishopsgate 10-~30 Brock Street

Cermpleted 2013

10 Portman Square

Completed 2013

Compleied 2014

Marble Arch House
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GLASGOW FORT

As one of our largest shopping parks, we
have been mvesting to iImprove the experience
for the 12 million people who visit Glasgow
Fort each year Ourinvestment in an eight-
screen Yue cinema and five restaurants

to add ta the existing line-up of over 60 retail
brands at the park, has delivered outstanding
results Footfall grew by 8%, dwell time

rose to 102 minutes We have recently
obtarned planning permission for a 112 000
sq ft extension which includes a 80 000 sg ft
store pre-let to M&S

Glasqow Fort
www glasgowfort com

m www britishland com/retailparks

DRIVING PERFORMANCE THROUGH

ASSET MANAGEMENT

We look to drive performance from the portfolio
through active management of the spaces

we own, both the buildings themselves and the
environments around them Proactive asset
management adds significantly to the value of
an asset aver time by increasing rentalincome
Asset managernent covers a broad range of
actmities including

¢ new lettings, rent reviews and lease
renewals

« providing high levels of service to occupiers,
« changing planning consents, and

= changing configurations, refurbishment and
extensions te meet customer requirements

We have 31 asset management specialists in
the business They are responsible for making
strategic decisions on the eccupier mix, leasing,
renewal or extension of leases We utilise our
scale and custamer relationships to drive value
through our active asset management

Dur asset management specialists work with
our local property teams to deliver atiractive
and vibrant environments - places that are
well integrated into the surrounding area,
with the rnight mix of amenities and pleasant
public spaces

DEVELOPMENT

Development forms an important part of our
business We have a strong and established
track record for delivering large-scale
development and refurbishment projects
Development oifers the opportunity to create
value by delivering the right product at the

right point 1n the supply and demand cycle

The amount of development we undertake
varies depending on our view cf ihe prospective
returns Development returns are generally
considered higher risk than those available
from existing iIncome-producing properties
and we targe! returns that are commensurately
higher as a result The risk principally arises
from the tength of time the devetopment

takes from inception to completion the risks
include letting the bullding and increases

DEVELOPMENT RECENTLY COMMITTED AND NEAR-TERM PIPELINE

STRATEGIC REPORT

in construction costs This can be mitigated
through pre-letting and {ixed-cost contracts
As part of our overall management of risks, we
maintain a3 maximum limit of total development
exposure [bath pre-let and speculative] of not
more than 15% of ourinvestment portfalio

Our current committed developments are over
70% pre-let and 77% of our costs are fixed

In recent years we have been one of only

a few companies with the financial resources
and expertise to exploit a scarcity of high-
quality London ofhice space

In 2010, we comrmutted to a £1 5 billion
development programme focused on Londen
which has delivered over £600 rrullion of

profit with a further £45 million estimated

to come tis expected to be a key driver of our
rental income growth adding an estimated
£85 million to our contracted rent As this
programme Is nearing completion and we

see development returns remaining attractive,
we have reptenished our development pipeline
We have recently committed to 1 3 million

sq ft of new devetopment projects and have

a further 719,000 sq ft of projects in our near-
term pipeline Of these we expect to commit
to 4 Kingdom Street later this year

> Business review for Development
P44-50

9 Supplementary information for Development
P172-173

Recently comimutted 1 3millionsq ft

Near-termn 0 7 mellion sq ft

Tocomplete 2015 Tocomplete 2014

Yalding House The Hempel

Tocemplete 2016

Aldgate Place

To cemplete 2017

Clarges Mayfair

4 Kingdom Street
Paddington Central

Expected is commit

SKingdomStreet
Paddington Central

Blossom Street
Sheraditch
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STRATEG!IC REPORT

RIGHT
PLACES

EXPERT
PEOPLE

CUSTOMER
CRIENTATION

CAPITAL
EFFICIENCY

-

OUR UK RETAIL AND
LEISURE PORTFOLIO

UK S LARGEST LISTED LANDLORD -
ASSETS UNDER MANAGEMENT

£10.4bn

FOCUSED ON HIGH-QUALITY PROPERTIES
INWELL-LOCATED RETAIL LOCATIONS

24.6m sq ft

HIGH-QUALITY OCCUPIERS
GENERATING HIGH-QUALITY CASH
FLOWS - CONTRACTED RENT

£397m

OCCUPANCY RATE

98.5%

ACTIVELY RESHAPING OUR PORTFOLIO
TOBEST POSITION FOR GROWTHWITH

£2.3bn

of gross investment activity
over the past four years

KEY RETAIL ASSETS

Qur portfalio 1s well balanced to the different
ways consumers shop We own same of the
best retail locations in the country whether
experiential shopping, where you may go for a
whole day out convenient destination shopping,
where you regularty shop for a couple of hours,
or functional shopping which meets everyday
or basic needs suchas a food shop

Our scale and strong relationships gives us
competitive advantage ensuring that we

have an unparalleled landlord s view of our
occuplers and consumers behaviour The
adaptability of our portfolio is key the majonity
of our assets benefit from flexible planning
consents and are easily adapted allowing us
to respond to changing requirements and
deliver the most attractive space to retallers
and consumers

Our asset management activities are focused
on leveraging existing retailer relationships,
improving the retail mix and targeting a broader
range of retatlers increasing the food and
beverage offer, unit configuration and flexibility
including mezzanines, and iImpraving the retail
environment including upgrading and extending
our assets

RETAIL STRATEGY

Our aim s to be the preferred destination
for retailers and consumers by owrung and
creating retail assets that reflect how the
consumer shops and meets the needs

of retaiters In a fast-changing retail
environment we focus on

Detailed understanding of the consumer
We underiake extensive research including
over 50 000 exit surveys conducted over the
last 12 months, to provide us with detailed
knowledge on how people shop at each

of our key assets

Providing the right services to attract both
the retailer and consumer

Services cover a broad range including digital
Click and Collect, marketing and community
engagement and are becoming an increasingly
important part of British Land s Retail offer

Creating the right space in an environment
where people want to shop and retailers
canthrive

We continually loak to invest in our assets
whether through great shop fit-outs or major
refurbishments and extensions to provide
retailers with high-quatity, {lexible, modern
space at aifordable prices

RETAIL DEVELOPMENT

We have a 372,000 sq ft retall development
programme whichis primarily focused

on upgrading and extending aur existing
asseis and increasing our food and leisure
offer, to imprave the overall environment
which will deliver good near-term returns

PERFORMANCE OVERVIEW

Qur Retail portfolio has consistentty
outperformed IPD All Retall over the last one,
three and five years with each major sub sector
cutperforming its benchmark over the same
period This underlines the quality and
resilience of our portfolio and our abiity to
evolve our Retail offer in a rapidly changing
marketplace

BRITISH LAND RETAIL TOTAL
PROPERTY RETURN VERSUS IFD
1year 3years Syears

Briitsh Land Retait 10 7% 7% 15%
D 101% 57% 9 6%
Performance +60bps +140bps +190bps

versus IPD

All Retail

N Retail and Leisure review for 2013/14
P47-48

More detail on our properties
www britishland com/our-properties

r

Meadowhall Shopping Centre

Tescoand Sainsbury s food superstores

A v
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Teesside Shopping Park

r

Drake Circus Shopping Centre, Plymouth




OUR LONDON OFFICE AND
RESIDENTIAL PORTFOLIO

PORTFOLIO FOCUSED ON TRANSPORT
AND INFRASTRUCTURE HUBS AND
UP-AND-COMING AREAS

7.3m sq ft

WE CREATE ATTRACTIVE ENVIRONMENTS
AND PLACES
3 campuses

HIGH-QUALITY STANDING INVESTMENTS -
CONTRACTED RENT

£211m

OCCUPANCY RATE

92.1%

WEIGHTED AVERAGE LEASE
LENGTH TO FIRST BREAK

8.4 years

OFFICE PORTFOLIO DEVELOPED
IN LAST FIVE YEARS

Around 400/0

STRONG PIPELINEOF COMMITTED
DEVELOPMENT

£1.2bn

KEY LONDON OFFICE ASSETS

Qur Office and Residential businesses focused
on London reflect the Capital s positionas a
leading global City, one of the world s largest
centres for financial and business services,
and increasingly where people are choosing

to work, live and visit

We own, manage and develop modern high-
quality and well-located office accommodation
supported by outstanding customer service
which meets the needs of a broad range of
organisations Qur portfolio comprises an
attractive max of high-quality builldings in
well-managed environments and a significant
pipeline of development projects Increasingly,
our office properties and campuses include
retail and residential elements

Residential plays an important role in our office
developments in the West End and 1s also a
profitable business in its own nght We focus
on high-end properties in London and our
approach s to recycle capital quickly, as we
develop and look to sell the majonity of the
uniis before schemes complete

In Offices, our asset management activities

are focusing on leveraging our strong accupier
relattonships, attracting new occuplers
actively managing our lease expiries and
improving the working environment

QFFICE STRATEGY

Cur aim s to create offices in Londonwhich
have enduring appeal to occupiers by virtue
of theur location, design, overall costs to
occupy environment and the way in which
we manage and maintain them In order

to achieve this we focus on

Understanding our occupiers’ needs
Our understanding of occupier needs

1s the key to the quality and sustainability
of our buildings, ensuring that they are
both well-let and stand the test of time

Ensure our estates appeal to a broad

range of occupiers

We support our occuplers to atiract and
retain talent by offering places with sirong
transport links, excellent public spaces and
an attractive working environment enhanced
by restaurants, shops and leisure facibities

STRATEGIC REPORT

Best-in-class services

We focus onworld-class property
management, covering everything from
day-to-day services ta the development
of new buildings

OFFICE AND RESIDENTIAL DEVELOPMENT

In 2010 we took the decision to commit to a
significant Lendon development programmae
totalling 2 3 million sq it of office and res:dential
space One million sq ft of this has now
cornpleted with the remainder to complete

over the next 12 months We remain positive

on the outlook for development returns over the
corming year, we have successfully replenished
our pipeline and we have committed to a
number of new projects, totalling a further
485000 sq ft, including Clarges The Hempel
and Aldgate Place

More Information on our developments
www bntishland com/development

PERFORMANCE OVERVIEW

Our London Office portfolio has delivered
strong total returns of 14 9% per annum
over the last five years and consisiently
outperforrmed [PD All offices, reflecting our
focus on London and the quality of our
bwldings

BRITISH LAND OFFICE TOTAL
PROPERTY RETURN VERSUS IPD
Tyear dyears Syears

British Land Office 19 3% 13 6% 149%
IPD 18 5% 10 2% 15%
Performance +80bps +340bps +340bps

versus IPD

All Offices

> Office and Residential review for 2013/14
P49-50

More detail on our properties
www briishland com/our-properties

Y

Broadgate, EC3

Regent sPlace, NW1

Y \i

Paddington Centrak W2

—

10 Portman Square, W1
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STRATEGIC REPORT

RIGHT
PLACES

Y

ENVIRONMENTAL EXCELLENCE

Efficient modern builldings are more cost
effective to run and less at risk from emerging
1ssues, such as new climate change legislation,
rising energy costs, changing occupier demands
and potential reputational damage Sustainable
bulldings are also better protected and future
prooied against physical risks caused by
increased flooding and rising temperaiures
There are growing indications to support our
view that sustainability, particularly energy
efficiency help protect and grow capital value
over the mediurn to long-term

Occupiers and people wha work, shop and
Live in our buildings increasingly prefer
energy efficient low-carbon buldings Our
stakeholders expect us to lead on energy
efficiency to reduce costs and future proof
our buildings

Reducing our carbon footprintis an impertant
part of our effort to manage buildings efficiently
and develop sustainable buildings We actively
manage greenhouse gas emIssions across

our business We have participated in the
Carbon Disclosure Project for eight years

We are joint top of the FTSE 350 Carbon

ENVIRONMENTAL AWARDS INCLUDE

CUSTOMER
ORIENTATION

Performance Leadership Index 2013 and
have been recognised in the Disclosure
Leadership Index {or the third year running

The UK government aims to reduce emissions
by 80% by 2050 and is introducing legislation
to drive reductions in the built environment
which 1s responsible for around half the UK s
carbon emissions We aim to reduce qur
like-for-ike emissions [Scope 1and 2) by
40% by 2015 compared ta 2009 To date we
have achieved a 36% reduction In support

of this reduction, we have a number of other
targets including improvemenis in waste
management and water efficrlency

We have reported on all emission sources
required under the Companies Act 2004
[Strategic Report and Directors Reports)

Regulations 2013 These scurces fall within our

consolidated financial statement and relate to
head office activities and controlled emissions
from our managed portfolio We do not have
respansibility for any emissions that are

not included in our consolidated statement
We have used the GHG Protccol Corporate
Accounting and Reporting Standard

(revised edition], data gathered to fulfil

CAPITAL
EFFICIENCY

EXPERT
PEOPLE

our requirements under the CRC Energy
Efficiency Scheme, and emission factors
from the UK Government s GHG Conversion
Factors for Company Reporting 2013

For full details of the methodology used to
calculate these ermissions and for PwC s
independent assurance, please see our
Corporate Responsibility Full Data Report
2014 www brnitishland cem/crdata

Scope 3 emissions
- P74

ﬂ www britishland com/responsibitity

ABSOLUTE SCOPE 1 AND 2 EMISSIONS [TONNES CO,E]

CIBSE Client Energy Management Award
and Building Performance Award 2014

World Green Business Council - Business
Leadership in Sustainability Award 2013

NARE IT Global Recogrition
~ Leader in the Light Award 2013

Property Week Sustainability
Achieverment Award 2013

Year ended 31 March
Combustion of fuel

2014 2013 2009

Managed port{olio gas use and fuel use in British Land owned vehicles 5406 5722 5015

Dperation of facilities

Managed portfolie refrigerant loss from ar conditicning

1,677 107 653

Purchase of electricity, heat, steam and cooling fer our own use

Managed portfolio electricity use

36,2664 37295 42339

SCOPE 1 AND 2 EMISSIONS INTENSITY [TONNES CO,E]'

Year ended 31 March
Per m? - Offices

2014 2013 2009
0048 0045 0079

Per m? - Shopping centres

0021 0024 0039

Per m? - Retasl parks

0004 0004 0007

Per £m - gross rental and related income

59 &1 6199 -

1 Heating and cocling degree day adjusted to normalise for weather
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COMMUNITY SUPPORT

Aswellas listentng to the requirements of

our occupiers, we work with local communities
to understand their needs and help address
local issues for instance by supporting local
employment training and apprenticeships We
know that local people prefer places created
with their collaboration - the nght mix of reta,
restaurants and leisure new jobs, much-
needed community facilities better public
spaces, safer walking routes and amenities
such as accessible toilets and baby changing
faciities Places which are integrated well into
the surrounding area become part of the local
community It adds richness lfe asense of
community and diverstty to our places, which
rmakes them more attractive for occupiers

We are making good progress on our
Community Charter which we launched in 2011
Thus sets out ten commitments to the people
who live near our major properties and
developments These commitments cover

our approach te communmity engagement,

and to local issues such as traiming
employment and education

Our strong reputation for community support
makes us more likely to become the pariner of
choice for local authorities and others It means
our planning proposals are more likely to be In
tune with what local communities wanl, helping
us achieve better quality planning permissions,
more quickly

m www britishland com/respansibility

COMMUNITY AWARDS INCLUDE

Business in the Community Awards 2014
Reaccreditations 2013 in Glasgow, Hull
and Lendon

Business in the Community Awards 2013
in Glasgaw Hull Retherham and London

REGENT'S PLACE

STRATEGIC REPORT

APPRENTICESHIPS

Since 2007 we have invested over £50 millon
af cash and in-kind contributions to locat
infrastructure and imiiatives through our
community programme As a key member

in the West Euston Partnership we were able
to better understand the 1ssues the tocal
community faced and work to address them
The statishics availabte for the period from
2004 to 2010 show that the area around
Regent s Place has benefited from a
substantial reduction in levels of deprivation -
in the top 1% of all London areas
Improvements in the local community have
gone hand-in-hand with commercial growth,
with property values increasing twice as
much as the rest of the West End office
rnarket since 200%

Our experience at Regent s Place has
shaped our vision of what geod community
engagement across our entire portfolio
can and will look Like

Regent s Place at 30
www britishland com/regentsplace30

Regent 5 Place
www regentsplace com

www britsshiand com/offices

Bruce Ewen s one of 98 apprentices who
learnt while they earned at our assets last
year, supported or part-funded by us and our
suppliers as part of our focus on employment
and training Over 100 local jobseekers have
also ganed sustainable employment with
our suppliers at Broadgate in the City
through our Skills into Work programme
with community partner the East London
Business Allance

The British Land Company PLC Annual Repert and Accounts 2014 23
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STRATEGIC REPORT

RIGHT
PLACES

CUSTOMER
ORIENTATION

v

Close relationships with our occupiers, along with a deep
understanding of the people who use the spaces, forms the basis
of all our activities This underpins our ability to generate high-

quality, secure cash flows

Our approach s firmly grounded in strong
relationships and research Ourscale in
retall and office markets gives us broad reach
across our markets We undertake extensive
shopper research programmes across
around 80% of our multi-tenanted assets -

in the last 12 months we have interviewed
aver 50 000 people

We also work hard to ensure our relationships
with cur occupiers are strong In Retaill we
hawve had over 500 meetings over the last 12
months Every two years we comrmussion
extensive independent custorner satisfaction
surveys across our business to help us better
understand our occupiers needs and dentify
opportunities for further improvermnents

Our fifth biennial customer survey1n 2013
confirmed that we centinue to significantly
outperform industry averages for occuper
satisfaction

m www britishland com/occupiers

We attract some of the highest-guality
accupiers to our properties The guality of

our properties and our customer focus means
that our occupiers want to stay with us They
commit te long leases and then extend them
they also sign up for mare space and grow
with us

The quality and diversity of aur occupiers,
high occupancy levels, strong rents and long
leases give us significant secunty of Income
which enhance the value of our properites
No single occupier accounts for more than
8% of our total revenues Qur average

lease length at 10 3years 15 longer than

the industry average of 10 years

FINANCIALLY STRONG OCCUPIERS

In addition to benefiting from a high-quality and
diversified portfolio of occupiers, we take a
rigarous approach to managrng and monitoring
therr financial positions We review the financial
covenants of all new occupiers with rent over

a certain threshold before agreeing any lettings
and paying incentives We also assess the
frnancial covenant strength of all our major
occupiers on a periodic basis and we monitor
those we consider may be experiencing
financial difficulty Over the last year, occupiers

in administration have fallen from 0 9% to

0 1% of our total rent reflecting the quality of
our portfolio Qur occupancy which 1s high
at 96 1%, also includes some vacant space at
recently completed London offices We have
good levels of interest in this space and are
contident about letiing prospects

HIGH-QUALITY OCCUPIERS TGP 10

CAPITAL
EFFICIENCY

EXPERT
PEOPLE

ATTRACTING NEW RETAIL
OCCUPIERS OUT-OF-TOWN

Cur stronger understanding of the consumer
1s allowing us ta target a broader range of
retailer It helped us attract Nike to take space
at Chester and Rotherham and Fat Face and
Phase Eight to take their first out-of-town
stores at Whiteley Shopping

% Rent
Tesco 77
Sainsbury s 60 m www britishland com/retall
Debenhams 58
UBS 32
RETAINING OFFICE OCCUPIERS
Heme Retail Group 27 ON OUR HIGH-QUALITY CAMPUSES
Kingfisher (B&Q) 27 Our occupiers choose to stay and grow
HMG 25 with us Across our office portfolio existing
avernment occupiers such as Herbert Srmith F&C
Mext plc 24 Tullet Prebon, Close Asset Management
and Prermuer Oil have signed close to
Virgin Active 20 17 mutlion sq ft of lease extensions with
Arcadia Group 20 us over the last three years

LONG LEASES AND HIGH OCCUPANCY

Broadgate
www broadgate co uk

m www britishland com/olfices

Weightad average Undertying Like for-

feaselength' occupancy like change?
Retail 11 3years 98 5% +100 bps
Offices 8 dyears 921% +190bps
Total 10 3years 96 1% +130bps

1 Tohrstbreak

2 Occupancy movement on the same group of properties over the past 12 months by exctuding sales purchases

and newly complated developmenis
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PROPERTY MANAGEMENT

In Qifices day-to-day faciliies management
1s undertaken by Broadgate Estates, awholly-
owned subsidiary whose team also provides
facilities management and other services

to third-party clients The fact that Broadgate
Estates also acts for other occupiers and
investors helps them o deliver best-in-class
cccupler services to the British Land

Office portfolio

In Retall, we outsource the day-to-day
operational management of most of our

retall properties, including mantenance and
cleaning to external agents Outsourcing day-
ta-day management to expert agents who
manage on a large scale, helps us to minimise
operatonal costs for us and our occupers
gives us significant operational flexibility and
further broadens our insights inte occupier
and consumer trends We work closely with
our managing agenis and proactively monitor
their performance against our customer-
{ocused standards

SAFE AND HEALTHY ENVIRONMENTS
British Land 1s commutted to providing safe
and healthy environments far all users of the
buildings and places we manage We aim to
be a leader in our industry and to apply best
practice in meeting applicable health and
safety requirements We perform regular
risk assessments across the partfolio and
set ourselves ambitious targets for resotving
identified risks to achieve continuous
improvement Performance against these targets
and accident reporting are monitored by our
Health and Safety Committee which, in turn
reports performance to the Risk Committee

PROPERTY AWARDS INCLUDE

Whiteley Shopping in Hampshire won the ICSC New
Development Award 2014 [Medum sized category)

5t Stephens Shopping Centre in Hullwon the
Retail Week Retail Destination of the Year 2013

Meadowhall
www meadowhalt co uk

m www briishland com/offices

STRATEGIC REPORT

PROVIDING THE RIGHT SERVICES IN RETAIL

Provision of Click and Collect services 1s
increasingly important Consumers ability

to get in and out of a retail destination really
matters and the free car parking in a large
propertion of our schemes is a real benefit

At Meadowhall Shopping Centre in Sheffield,
Click and Collect and pioneering technologies
such as virtual gift cards are attracting
shoppers

m www briishland com/shoppingcentres

MEETING OUR OFFICE OCCUPIERS NEEDS

PP | was asked who was the best landlord
that we deal with every time  would be
British Land "

NICK BENBOW DF REGUS
OCCUPIER AT THE BRCADGATE TOWER
AND 338 EUSTON ROAD REGENT S PLACE

The British Land Company PLC Annual Report and Accounts 2014 5
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STRATEGIC REPORT

RIGHT
PLACES

Capital efficiency means
achieving the right risk/return
balance of equity and
borrowings to support the asset
side of our balance sheet and
enhance shareholder returns

STRATEGIC PARTNERSHIPS

The equity to finance the £18 bitucn property
portfolio we manage comes from our
shareholders and our co-1nvestors sn joint
ventures and funds The strategic alliances
we develop with our partners enable us to
leverage our equity, achieve benefits of scale
and spread risk

CUSTOMER
ORIENTATION

OUR MAIN PARTNERS
Partner Property
GIC Broadgate
Norges Bank Meadowhall Shopping Centre
Tesco 34 supersiores
3 shopping centres
3retail parks
Sainsburys 33 superstores

Oxford Properties The Leadenhall Building

uss Whiteley Shopping
Eden Walk Shepping Centre
Aviva SouthGate Shopping Cenire

The use of partnerships is an integral part of
our business and a key way in which we extend
our capital base Theyalso enable us to access
attractive investrnent opporiunhes alongside
Like-minded partners with complementary
skills Around half of our owned assets by value
are In joint ventures or funds including our two
largest single assets the City office campus

at Broadgate and Meadowhall Shopping
Centre Qur recent City development projects

1 e thase in our 2010 development programme
have been developed within joint ventures

Our partnerships are based on developing
deep and long-term relationships in the
megjority of cases, we pravide asset
management development, corporate and
financial services and we earn performance
and management fees This enhances our
overall returns, strengthens our relationships
with key customers and suppliers and keeps
us close to our markets

N Financial polictes and principles
P56-58

CAPITAL

EFFICIENCY

EXPERT
PEOPLE

V

THE LEADENHALL BUILDING

At 736 ft lugh, and with over 610 000 sq ft

of lettable floor space over 44 floors The
Leadenhall Bullding is the tallest office tower
in the City of London Its development 1s an
excellent example of British Land s ability

to form strategic partnerships with leading
insuitutional investors Working closely

with Oxford Properties, the real estate arm
of OMERS [Ontario Municipal Employees
Retirement Systeml, we have respective scale
to undertake this significant development
opporiunity white sharing the associated
risks The strength of the design and
desirable location has meant that the buillding
1s already 53% pre-let at terms overall
accretive tovalue

The Leadenhall Building
www theleadenhallbuilding com

m www britishland com/fotfices
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DEBT FINANCE

We focus on having suthicient competitively
priced and flexible borrowings available o
deliver our property strategy

The scale of our business combined with

the quality, security and stabibty of our rental
income means that we are attractive to

a broad range of debt providers and able to
arrange finance on attractive terms Good
access to the capital and debt marketsis a
competitive advantage, both reducing our cost
of funding and allowing us to take opportunibies
when they arise

Debt financing involves risk from adverse
changes in the property and financing markets
In arranging and monitoring our financing we
include important risk disciplines ensuring
that relevant risks are fully evaluated and
managed We choose the appropriate gearing
level and tollow five guiding principles which
govern the way we structure and manage

our debt These principles are outlined on

the opposite page and explained on page 57

GEARING

In deciding our gearing level we weigh up
the potential increased returns obtainable
from greater leverage [through borrowing to
buy propertyl] against the nsks of having more
debt We use a loan tovalue ratio (debt as a
percentage of the value of our assets LTV)

to measure our gearing and settle onan

LTV range which reflects the strength of our
operational business and reliability of cash
flows where we are comfortable that overall
returns will be enhanced without exposing
the Group to undue nsk

STRENGTH OF BALANCE SHEET METRICS

31 Marech 31 March
Propartianately cansolidated 204 203
Loan tovalue [LTV] 40% 40%
Average interest rate 41% 4 6%
Interest cover 25x 2 3x
Group
Loan to vatue LTVI 29% 24%
Average interest rate 35% 4 4%
Interest cover 32x 2 8x




Our preferred LTV range 1s between 40% and
50% on a praportionally consolidated basis te
including our share of joint ventures and funds
At 31 March 2014, this ratiowas 40% From
time to irne we may fall below this as a result
of phasing of recycling activity or valuation
increases we would notincrease gearing

as a result of market improvements in
investment yields

We leverage our scale through joint ventures
and funds which are financed wath debt, in
securitisabions and loans, which are non-
recourse o British Land In doing so, the LTV
at 40% on a proportionally consolidated basis
18 higher than the Group measure for our
unsecured lenders whichis around 30%
Accordingly we can operate with a higher level
of gearing on a proportienally consotidated
basis without putting pressure on the British
Land credit profile

OUR APPROACH

We monitor the markets and seek to access
different types of iinance when the relevant
market conditions are favourable to meet

the needs of our business including our jaint
ventures and funds We aim to avord reliance
on any particular source of funds and barrow
both onunsecured and secured bases from
alarge number of lenders from different
market sectors and geographical areas

Our unsecured revolving credst facilities
provide flexibility to support the operations
of our business, with the ability to draw

and repay at short nottce without additional
cost Undrawn committed faciities are
maintained for immediate available iquidity

Maturities of different facilities are well
spread, frern debentures with terms up

to 2035, US Private Placemnents at circa
12 years and a range of bank facilities with
terms usually of five years This spread
reduces our refinancing risk in respect

of timing and market conditions

We aim to have no requirement to
refinance in Bnitish Land with a two year
horizon and continue to review the

debt markets to arrange new finance

as opportumtbies anse

The same twao financial covenants (set

out on page 56) apply io all British Land
unsecured borrowings Our consistent
approach has helped us build the long-term
relationships with debt providers which

we encourage and value

STRATEGIC REPORT

OUR FIVE FINANCING PRINCIPLES

MAINTAIN LIQUIDITY

£2.0bn

Undrawn commutted facilities?

EXTEND AND STRETCH MATURITY
OF DEBT PORTFOLIO

8.7 years

Average debt matunity

MAINTAIN FLEXIBILITY

£2.6bn

01 revolving credit faciibes todraw
and repay at no additional cost?

MAINTAINSTRONG
BALANCE SHEET METRICS

40%

LTV [proportionally consolidated)

2.5x

interest cover [proportionally consclidated]

41%

Weighted average terest rate

A-

Rating from Fitch

1 HUT s debt shown at our share [£0 2 billicn)
within joint ventures and funds

2 Briish Land facilities pro forma for the new
£785 million revelving credit facility
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STRATEGIC REPORT

RIGHT
PLACES

As partof British Land s first Community Week
180 volunteers worked together on community
projecis close to some of our key assets One team
of volunteers hosted a day of entertainment at Age
UK s centre in Camden

92% of our staft said volunteering activities

were effective for team buillding Here twa of
our volunteers are working on the garden area at
Richard House Children s Hospice tn Newham

OUR VALUES

CUSTOMER
ORIENTATION

INTEGRITY

We dowhat s right notwhat s easy

ONE TEAM

We work collaboratively with both
internal and external stakeholders

EXCELLENCE

We are the bestwe can be and
we have a growth rmindset

COMMERCIAL ACUMEN

We take the lead in our field

CAPITAL

EFFICIENCY

EXPERT
PEOPLE

V

Qurteam of 242 people 1s small for a FTSE 100 company
We believe that this 1s the best of both worlds Our approach
15 to recruit small teams of experts in their fields who

buy in additional, external resources as they need them

Our lean tearn makes our business
entreprensurial fastand flexible For our
people, this alse means that each indmdual
has the chance to get involved, to work
alengside industry leaders, and to have

a real impact in our business and beyond

Our skills give us considerable competitive
advantage in a fast paced, changing
environment Qur outsourced model and
scale also mean that we have the lowest
operating costs of the major UK REITs

We are a values-based organmisation Qur
people are good to deal with theyare tatented
and professional, have integrity and work well
with others Our people and values are part

of what make us different and drive a hugh
performance culture They make us a good
organisation to do business with sowe are
often a partner of chaice for customers
suppliers joint ventures and regeneration
projects They are also at the heart of our
employer brand The smallest big company
you ll ever work for which helps us attract
and grow the best talent

Our Board consists of expert individuals with
experience from a number of relevant sectors,
as detaled in their biographies on pages 446
and 67 The Board draws on its diverse range
of skills and breadth of knowledge when
developing British Land s strategy and
provides strong leadership as that strategy

1s 1mplemented

Qver the last year our HR strategy has focused
on two key areas

= nurturing talent - so we get more out of our
people and so they grow and develop and

= optimising cur organisation - so we are
as dynamic as possible and have the
capabilities we need for the future

28 The British Land Company PLC Annual Report and Accounts 2014

We believe that staff engagementis a
competitive advantage We have a full formal
and informal staff programme to Increase
engagement One of the benefits of the
relatively small size of our head office team

1s that we are able to get all our employees
together in one room We make the mest of this
opportunity holding all-staff conferences each
year and all-staff meetings every month where
people from different areas of our business

are able to update our whole team on relevant
developments and respond to questions

We also offer a wide range of volunteering
opportunities, many of which are designed

to encourage team-building and develop staff
competencies and skills that will be useful
inthe workplace at the same time as helping
to address community issues We also have
a broad range of social activities which many
staff participate in

In 2013, we participated in our third annual
staff satisfaction survey throush The Sunday
Tirnes Best Companies to Woerk For survey
We achieved a One Star rating for the third
year running

WELLBEING

We are committed ta the wellbeing of our staff,
recegnising ocur obligations as an employer
and the benefits this brings to our business
We provide a safe working environment,
access te healthcare services and an employee
assistance scheme which includes a
coeunselling service We promote and support
active lifestyles through subsidised gym
membership, provision of cycling facitities,
membership of the Government s Cycle to
Work Scheme and regular sparting actwities
arranged through eur social programme




STRATEGIC REPORT

w
HUMAN RIGHTS AND FAIRNESS We currently have two female Directors on Report of the Nomination Committee F
IN THEWORKPLACE the Board, Dide Harding, a Non-Execuive P79-61 Diversity Policy “",i:
We treat our staff and suppliers with fairness Director and Lucinda Bell, Finance Director P81 Developing people at British Land e
dignity and respect We support the protection This currently represents 18% female Board Governance review -'g
of internationally recogrised human rights membership Asat 31 March 2014, of the 34 P46-47 Board of Directors e
and have been a signatary to the United Nations  senior management at British Land and our P73 Employees (S
Global Compact, which promotes absolute subsidiaries 21% were female Of the 526
respect for human rights, since 2009 British employees at British Land and our subsidiaries,
Land supports the United Nations Guiding 48% were female We report diversity in line
Principles on Business and Human Rights, with the UK s new narrative reporting
also known as the Ruggie Framewaork regulations Serior management therefore
We are developing a Supply Chain Charter includes employees of British Land and our
to ensure that these principles are subsidiaries who have responsibility for
implemented throughout our supply chain planning, directing or controlling the activities
British Land treats all job applicants and of the Company or a strategically significant
part of the Company
employees equally and conducts bustness or—
in an honest way Measures to deliver §
on these commitments include our Equal 3
Opportunities Policy, Anti-Briberyand ‘5,
Corruption Policy, Competition Policy 5
and Fraud Awareness Policy E
We have been a signatory to the UK &
Government s Prompt Payment Code since &
it launched 1n 2010 We paid 97% of invoices
by value within 30 days this year, exctuding
disputed invoices
DIVERSITY
Our recruitment practices have long included
a commitment to diversity and gender equality
The Board s Diversity Policy 1s detailed in the L
Report of the Normination Committee on pages or—
791081 The policy throughout British Land g
1s to emnploy the best candidates available 3
inevery position regardiess of sex, race 3
[ethnic origm, nationality colour), age, religian ‘:}“
or philosephical belief sexual orientation, =
marriage or civil partnership, and pregnancy, g
maternity, gender reassignment or disability i
o
=]
AWARDS INCLUDE s
8
We won a National Payroll Giving Excellence L
Award 2013, with 23% of staff signed up o
to our new scheme, animpressive rise 2
from 2% 0 2011 %
PADDINGTON CENTRAL §
m
The strengths of our pecple in deal making delivered results in our £470 million acquisition of =
Paddington Centralin July 2013, an off-market transachion with a complex ownership structure g
On a net initial yield once fully let of & 2% on the existing properties and development sites at 2
apnice of £175 per 5q ft we believe this 1s a very atiractive entry price into a well-located, major 3
West End office =
We rank in the top five FTSE 100 companies é
for reporting wellness and engagement §
of employees, in the Business in the Paddington Central m www britishland com/offices =] 1
Communlty Workwell Eenchmark 2014 WWW paddmg]oncentra[ com :a,
(=]
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STRATEGIC REPORT

DELIVERING OUR STRATEGY
HOW WE PERFORMED IN THE YEAR

Creating places people prefer drives enduring
demand for our properties from occupiers and
Investors This generates the long-term growth
In our rental income and capital which, together
with an optimal capital structure, delivers value
for our shareholders

DELIVERING
VALUE

DRIVING

CREATING

PLACES
PEOPLE
PREFER

DEMAND

for our properties from
occuplers and investors

e

I

GENERATING
LONG-TERM
GROWTH

In our rental income
and capital

for our shareholders

Our prionties ensure that we focus our efforts on the most value creating activities

OUR KEY PRIORITIES IN 2013/14

» Continue to Increase our weighting

to London and the South East

- focus on up-and-coming areas with strong
infrastructure Links, and

- replerish our London development pipeline

Fully deploy the proceeds of our equity placing

- the net impact of placing and investment to be
accretive to earnings by the end of the financial year
on an annualised basis

Detiver and de-risk our 2010 development
programme

- complete all our developments in the West End, and

- de-risk through pre-tetting office space
and pre-selling residential units

= Exiting Europe

» Continue to drive corporate efficiencies

HOW WE ASSESS OUR PERFORMANCE

We measure how we are delivering against our strategy at the Group level through our key performance indicators
We monitor our exposure to each of our principal risks through our key risk indicators By remaining within agreed
parameters, we ensure that our actions are conststent with the risk appetite of the business Our incentives are
closely aligned with the delivery of our strategy and with the intention of matching the interests of management with
our shareholders The incentives are based on a range of financtat and non-financial measures

30
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» Reshape our Retall portfolio

- reshape our existing portfolio to meet the evotving
needs of occupiers and consumers,

- take advantage of market strength to sell
more mature assets,

- invest in retail schemes which are preferred
destinations or have the ability to be, and

- build the Retail team to extend our consumer-facing
skills and actvities

= Maintain our financial gearing within

our 40% to 50% LTV range

- access debt markets to meet the evolving
needs of the business

» Maintain our One Star rating in The Sunday

Times Best Companies to Work For survey

» Deliver our corporate responsibility goals




STRATEGIC REPORT

DELIVERING OUR STRATEGY
DELIVERING SUSTAINABLE
TOTAL SHAREHOLDER RETURNS

%)
Our objective 1s to deliver long-term sustainable total returns 2
for our shareholders through the increase i the value of our B
shares and the income we distribute by way of the dividend B
T
KEY PERFORMANCE INDICATORS TOTALACCOUNTING RETURN KEY RISK INDICATORS
As a husiness we are focused on maximising The biggest driver of aur returns are the
TOTAL ACCOUNTING RETURN total shareholder returns Over time, we eéxpect  economic environment and the appeal
20 00/ our total account:ng returns to be a good proxy of investment In property within that
-u/o for total shareholder returns and this is the key The primary key risk indicators that we
performance indicator we use to track our monitorin this area are
{l
overallprogress » forecast GDP growth and
Our total accounting returns the overall return the marain between property vields and
- margin
As a result of the increased dividend and our NAV we generate including the impact of debit, borrow:gg costs propertyy
we reported a total accounting return of 20 0% commaonly called the levered property return o—
It1s calculated based upon a combination of the g
net income distributed to shareholders in the _'?EY INCENTIVE MEASURES g
form of the dwvidend plus the percentage 3 management tealms c;mpensatlon 3
growth in Net Asset Value per share (NAV] and incentvisation is inked to 3
During the year we generated a total accounting * total accounting returns E
return of 20 0% Our dwvidend was increased &
BROWTH IN NETASSETVALUE [NAV} by 2 3% to 27 0 pence per share and our NAV =

+15.4%

EPRA net asset value per sharewas up
15 4% tc 688 pence

INCOME FROM DIVIDEND

+2.3%

Quarterly dnvidend of 6 75 pence brings tatal
dwidend for the year to 27 pence a 2 3% increase
year-on-year

increased by 15 4% to 688 pence per share

Managing risk
> P3&-41

Remuneration Policy
2 P84-93
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STRATEGIC REPORT

RIGHT
PLACES

N

KEY PERFORMANCE INDICATORS
PROPERTY RETURNS

14.2%

vs IPD

+60 bps
+320bps
+200 bps

Howwe allocate our capital manage exisiing
assets and develop properties 1s core to our ability
to generate returns We compare our total property
returns with the Investment Property Databank s
{IPD] UK benchmark

DEVELOPMENT COMMITMENT

£1.4bn

Development 1s an impartant contributor to our
income and value growth but it also adds risk We
aim to keep our comrmitted development exposure
at less than 15% of our investment portfolio

32

CUSTOMER
ORIENTATION

CAPITAL

OURACHIEVEMENTS IN THE YEAR
= We have had an active year with total gross
investments of £2 0 billion made up of

- £1,033 million of acquisitions
- E£710 million of disposats and

- £227 million of development spend

Asaresult we successfully deployed the
proceeds of our March 2013 equity placing,
ahead of the schedule we set out The
placing was accretive to EPS by 0 5 pence
and NAV by § pence

We invested £787 million in London focusing
on the West End and up-and-coming areas
with strong transport inks These sites
included Paddington Central and Blessem
Street Shoreditch

= These investments have significantly
replenished our development pipeline
We now have £11 billion of recently
committed or near-term developments
primarily focused on London

Asaresult Londonand the South East
now accounts for over 60% of our total
portfolio up from 50% four years ago

* We made significant progress with our
2010 development programme with eight
of the projects now campleted In offices
we completed all the West End developments
including our 500,000 sq ft office and
residential development at Regent s Place
The Office programme 1s now 73% pre-let
securing £54 million of rent Over 6%
of the residential urits are pre-sold or
under ofter

In Retail we opened Whiteley Shopping
in May 2013 For details see page 4

We continued te reshape our Retail
properties Since 1 April 2013, we have sold
£391 million of mare mature retail assets
ahead of book value we invested over

£500 rrullion in strong, locally-preferred
locations such as SouthGate, Bath increased
our stake in HUT, one of the highest-quality
shopping park portfelios in the UK and
bought a 26% equity stake in a portfolio

of Sansbury s Superstores

Performance review
- P44-55
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EFFICIENCY

EXPERT
PEOPLE

KEY RISK INDICATCRS

The primary key risk tndicators which

we monitar ta guide our strategic decisions
to invest in the right places are

* property capital and ERV growth forecasts

= total and speculative development
exposure and

* progress of developments against plan
KEY INCENTIVE MEASURES

The management team s compensation
and incentivisation 1s inked to

= property returns,
= successes on purchase and sales and

* successful progress on development

Managing risk
> P34-41

Remuneration Policy
> P84-93




RIGHT
PLACES

CUSTOMER
ORIENTATION

Y

KEY PERFORMANCE INDICATORS
CUSTOMER SATISFACTION

7.8 out of 10
(industry average 5.1 out of 10]

Qur customer orientation helps us 1o attract and
retain occupiers who are willing to commit to

long leases for the right building and best-in-class
landlord services Our biennial survey helps us
track our performance and identify opportunities
for further improvements Our next bienmiat
independent customer survey will be in 2015

DOW JONES SUSTAINABILITY SCORE (DJSI)

70%

Managing our secial environmental and economic
impacls 1s central to how we do business and
deliver long-term value to our shareholders

The DJSl1s a key sustainability reference point

for our occuprers as well as investers Our DJSI
score influences the annual incentive remuneration
of those on cur Executive Committee 2014 results
will be available i Septernber 2014

OUR ACHIEVEMENTS INTHE YEAR
= We had a good year n Retall agreetng

1 7 milbon sq ft of lettings and renewals,
4 9% ahead of estimated rental value,
with strong demand from a broad range
of occupiers

= |n London we successfully tapped

increasing demand for high-quality office
space, letting 632 000 sq ft of office space
including 323 000 sq ft to the growing
TMT and insurance sectors (51%)]

Performance review
=4 P44-55

* We also formed a new joint venture

partnership at Broadgate with GIC who 15
also one of our largest shareholders

= Over the past year we completed or started

significant leisure-focused extensiens on five
of our key assets Glasgow Fort Broughton
Park Chester Fort Kinnaird, Edinburgh,
Whiteley Shopping, Hampshire, and Kingston
Centre Milton Keynes

This will increase our leisure gifer in
multi-tenanted assets to over 7 0% Within
our experiential assets this figure is 9 0%

= As part of our focus on our customers, we

significantly expanded our consumer insights
by extending our shopper survey to over
50,000 users on our major shapping centres
and retail parks within the last 12 months

We strengthened our drgital platform with
free wi-fiin 11 of our shopping centres, and
free wi-fi hot spots at six of our major retail
parks, with further roll out planned aver
the next sixmonths

We delivered £2 million energy cost
savings for occupiers in the year, bringing
total savings over the last five years to

£6 9 million

CAPITAL
EFFICIENCY

STRATEGIC REPORT

EXPERT
PEOPLE

KEY RISK INDICATORS

The primary key risk indicators which we
monitor to ensure that our business 1s
aligned with the needs of our customers
and restlient to variations in occupler
demand are

= cansumer confidence
= employment forecasts for relevant sectors

= market letting risk [vacancies, expiries,
administrations] and

= weighted average lease length
KEY INCENTIVE MEASURES

The management team s compensation
and incentivisation s inked to

= gross income graowth

Managing risk
- P36-41

Remuneration Policy
4 P84-93
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STRATEGIC REPORT

RIGHT
PLACES

KEY PERFORMANCE INDICATORS
LOAN TOVALUE (LTV)

Debt plays an important role in enabling us to take
advantage of market opportunities Qur 40% to 50%
LTV rangebalances the rewards of owningmare
propertywith the miskinherent in debt financing

WEIGHTED AVERAGE INTEREST RATE
IWAIR)

41%

Qur low cost of debt hnance s a key contributor
to our overall performance and a competitive
advantage At41% we have one of the lowest
WAIR of the UKREITs combined with one of the
longest average debt maturities at 8 7 years

COST RATIO

16.2%

Controling our costs so we maximise the
amountof rentwhich flows threugh as profits
and dividends is a key focus of the business
Our small head office and outscurced business
model helps te keep costs low

CUSTOMER
ORIENTATION

CAPITAL

EFFICIENCY

EXPERT
PEOPLE

7

OUR ACHIEVEMENTS IN THE YEAR
= We maintained our loan to value [LTV)
wathin our 40% to 50% range

= We have continued to demonstrate our abibity
to take oppertunities to access capital and
debt markets to meet ithe requirements
of our business

During the last 12 months we have been
successful inraising £1 5 billion of unsecured
debt finance for British Land on competitive
terms frorm a broad range of sources,
including

- £310 milbion five-year revalving credit
facility signedin May 2013 with a syndicate
of eight banks at an initial margmn of
135 bps per annum,

- £200 mullion US Private Placements with
12-year maturity, signed with New York
Life and Pricoa Capital Group in August
2013 The two sterling fixed rate notes
were swapped to an effective floating rate
of 103 bps per annum above LIBOR This
funding closed as scheduled in March
2014, the deferred drawdown date enabled
us to condinue to utibse our lower cost
bank facilities [arranged in earlier years)
between signing and clesing,

- E£785 milbion revolving cred:t faciity
provided by a syndicate cf 14 banks signed
in April 2014 with anmbial margin of 115
bps per annum The intial commutted term
of the facility is five years which may be
extended to @ maxirnum maturity of seven
years at our request and on each bank s
approval for its commitment

All these facilities include our standard
unsecured financial covenants

= These transactions have taken advantage
of market conditions and added further
flexibility and term to our already strong and
diversified debt portfolio, such that we are
well ahead of our preferred two-year
refinancing date horizon

= British Land s senior unsecured credit rating
has been maintained at A- (Fitch]

N Financial policies and principles
P54-58

= We have been investing in growing our
capabilities and this 1s one of the reasans
our operating costs are higher in the year
However, our costs remain one af the
lowest among our REIT peers

34 The British Land Company PLC Annual Report and Accounts 2014

KEY RISK INDICATORS

The primary key risk indicators which we
monitor to manage the risks relating to our
capital structure are

= LTV,

= likelihood of covenant breach, and
= periad untl refinancing 1s required
KEY INCENTIVE MEASURES

The management team s compensation
and incentivisation 1s linked to

= pperating costs as a percentage of rent
and assets

= successful execution of financings and

= progress of strengthening the dividend

Managing risk
=4 P36-41

Remuneration Policy
> P84-93




STRATEGIC REPORT

RIGHT
PLACES

CUSTOMER
ORIENTATION

CAPITAL
EFFICIENCY

EXPERT
PEOPLE

KEY PERFORMANCE INDICATORS

THE SUNDAY TIMES BEST COMPANIES
TOWORK FOR SURVEY

One Star

Our people are a key asset and we believe that
staff engagementis a competitive advantage
that distinguishes us from our peers The Sunday
Times annual survey s one of the most extensive
benchmarks of employee engagement with
nearly 900 arganisations participating

Brtish Land characterises itself as The
smallest big company you Lt ever work for
We have fewer than 250 direct employees
In our core business and they manage over
£17 billon in assets Our goat s to leverage
our financial strength while enjoying the
entrepreneunal benefits of a compact
organisation This translaies to a rewarding
employee experience

OUR ACHIEVEMENTS IN THE YEAR

95% of employees partrcipated inthisyear s
Sunday Times Best Companies survey
scoring us 76% for |love working for this
organisation We maintained our One Star
rating for the third year ina row

During the year we launched a new peer-
led recognition prograrnme called Hats Off
which focuses on our company values

The majority of the organisation nominated
colleagues for their achievernents The five
top prize winners participated in a two week
sustainable leadership programme in
Antarctica, reinforcing the Group s values

Community engagement remained an
important part of our culture with 77%
of our staff volunteering time to local
initiatives We also won an award for
our payroll gving scherme which allows
many of our employees to contribute
directly to charities of their choice

Our focus on training and development
increased this year with specialist
appointments in our KR function and

a suite of new competency-based
programmes rolled-out at all levels

of the business

Detailed compensation studres were used
10 ensure that our rewards remain highly
competitive including comprehensive
healthcare pension and other benefits
Employee satisfaction with reward is also
measured through the Best Companies
survey and we continue to score highly

We leveraged our property and financral
skills to secure highly attraclive assets
Mearly all the acquisitions we made
during the year were complex off-market
transactions involving sigruficant
commercial judgements

KEY RISK INDICATORS
The primary key risk indicator which we
monitor in managing our people risks 1s

= unplanned executive depariures
KEY INCENTIVE MEASURES

The management team s cornpensation
and incentivisation 1s Linked to

» guality of peopte and management
renewal and

* cornpany reputation

Managing risk
- P35-41

Remuneration Policy
2 PB4-93
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STRATEGIC REPORT

MANAGING RISK IN

DELIVERING OUR STRATEGY

The strengthening economic
environment has improved the
outtook for our performance
however our risk appetite
remains broadly unchanged

The most significant judgements affecting our
risk exposure include our property sector
selection, our level of development nisk and our
gearing We maintain our focus on sectors
where we see outperformance over the
medium term that s high-quality UK retail and
Lendon offices and we want to increase further
our exposure to London and the South East

As our 2010 development programme lets up,
we continue to replerish our pipeline of
oppoartunities to maintain an appropriate level
of risk exposure - ccmmensurate with our
return aspirations Qur approach to gearingis
unchanged but we see our LTV being towards
the lower end of and possibly below our target
range as valuations increase

OUR APPROACH TO RISK MANAGEMENT

At British Land we take the view that our
assessment of nsk s a cornerstone of our
strategy and our embedded risk management
1s fundamental toits delivery Qurintegrated
approach combines a top-down strategic
view with a complementary bottom-up
operational process

The top-down approach involves a review of the
external environment in which we operate to
guide an assessment of the risks which we are
comfortable expostng the business to n pursuit
of our performance objectives - this is our risk
appetite This evaluation frames the
deterrmination of the actions we take In
executing our strategy Key risk indicators
(KRIs] have been identified for each of our
principal risks and are used to monitor our risk
exposure The KRIs are reviewed quarterly by
the Risk Committee to ensure that the activities
of the business remat within agreed risk
appehite tolerances

The bottern-up approach involves identification,
management and monitoring cf risks in each
area of our business meaning that risk
management 1s embedded in our everyday
operations Control of this process 1s provided
through maintenance of risk registers in each
area These risk registers are aggregated and
reviewed by the Risk Committee wath
significant and emerging risks escalated for
Board consideration as appropriate

This process complements the top-down view
by informing the 1dentification of aur principal
risks ensuring that operational risks are fulty
considered in determining the risk appetite and
the corresponding sirategy of the business

Cur principal risks are detailed in the table
that follows This year, we recognise the
increasing risks associated wath upcoming
political events, such as the UK generat
election, by expanding the risk of Economic
Outlook to be Economic and Political Outlook

OURAPPROACH TO RISK IN PRACTICE

Development exposure

Development has been a key source of returns
and oulperformance for British Land in recent
years We continue to believe that development
can delver good risk adjusted returns in the
years to come and so we maintain our appetite
for risksn this area Qur letting progress on our
2010 development pregramme has provided

us with the confidence to commst to several
new developments and we continue to replenish
our pipeline through acquisition actwity and
pregression of opportunities within the portfolio
We momitor the development exposure of the
business as a praportion of the portfolio

both currently and on a prospective basis with
reference to a target range, and this guides

the pace and quantum of replenishment

of the pipeline noting alse the risks to timing
and delivery of these opportunities including
planning and construction cost inflation
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P¥ We determine our risk
appetite based on our
assessment of the economic
environment that we are
operating In and our
performance aspirations

We use key risk indicators

to monitor the external
environment as well as the
risks across the business
These provide clear
thresholds covering areas
such as gearing, sector
selection, target development
exposure and the sustainability
of our Income Remaining
within these thresholds
ensures that our actions

are consistent with our
agreed risk appetite 77

LUCINDA BELL
CHAIR OF THE RISK COMMITTEE




RISK GOVERNANCE

The Board takes overall responsibility for risk
managementi with a particular focus on
determining the nature and extent of significant
risks 1t1s willing to take in achieving iis sirategic
objectives The Audit Committee assesses the
principal risks facing the Company, including
these that would threaten its solvency or
liguidity Their evaluation of these solvency
risks i1s described further in the Going Concern
section on page 72 and a description of how
these risks are managed and mitigated 1s
included in the Financial Strategy Execution
risk in the table of principal risks which follows

The Audit Committee takes responsibility

for gverseeing the effectiveness of sound risk
management and internal control systems
and more information on the system of
internal controls can be found on page 76

The Executive Directors are responsible
for delivering the Company s strategy and
managing operational nisk and a Risk
Committee has been established {o provide
a forum to fulfil these responsibilities

The Directors in turn place reliance on their
teams to monitor and manage operatignal
risks on an ongoing basis aswell as identifying
emerging risks The risk registers provide a
framework for all staff to feed into this process
recognising their shared responsibility for
effective management of risk in delivering our
strategy

N Our governance structure
The Risk Committee P65

S Repart of the Audit Committee
P74-78

RISK MANAGEMENT AT A GLANCE

STRATEGIC REPORT

The diagram below summanses the complementary top-down and battom-up aspects
of our integrated approach to risk management

TOP-DOWN
Strategic nsk management

Review external
environment

Set risk appetite
and parameters

Determine strategic
action points

\/

Direct delivery of
strategic actions

Monitor key risk indicators

\/

Execute strategic actions

Report an key risk indicators

BOARD AND
AUDIT COMMITTEE

RISK COMMITTEE

[EXECUTIVE
DIRECTORS)

BUSINESS UNITS

BOTTOM-UP
Operational risk management

Assess effectiveness of risk
management systems

Report principal nisks

)\

Consider completeness
of identified risks and
adequacy of mitigating actions

Consider aggregation of nsk
exposures across the business

A

Report priority and
emerging risks

Identify, evaluate, prioritise,
mitrgate and monitor
operational risks recorded
in risk register

The Bnitish Land Company PLC Annual Repaort and Accounts 2014 37

Zv-z 1oday abaensg

80— UMBIBUNLIZ] PUB AIUBLIBAOG FG-L 7 MalAG) B2UBLLID A

081-401 UONELLIBUI 1110 PUB SIUBLUB|EIS |EIDUBUIY




STRATEGIC REPORT

PRINCIPAL RISKS

Managing cur social and environmentalimpacts 1s central to howwe do business and deliver
value to our shareholders Ta reflect this rather than reporting social and environmental
factors separately we have integrated them within the principal risks disclosure which follows
as indicated by these social and environmental icons 9 @

Our principal key risk indicators are hightighted within How we manage the risk

EXTERNAL RISKS

RISKS AND IMPACTS

HOW WE MANAGE THE RISK

MOVEMENT IN THE PERIOD

from variations in the

health of the UK economy

aliractiveness of investment
in the UK

availability of finance and

relative attractiveness of other
asset classes

or cpportumties which should be reflected in

the execution of our strategy The Cammittee
considers indicators such as the margin between
property yields and borrowing costs and property
capital growth ferecasts which are considered
alongside the Committee members knowledge
and experience of market activity and trends

We maintain a focus en those sectors which we
believe wilt deliver outperformance over the
medum term benefitting from continuing occupier
demand and consequently investor appelite

ECONOMIC » The economic recovery and the » The Risk Comrmuttee reviews the ecanomic ¥ The UK recorded strong GOP
AND POLITICAL prospect of Increasing interest environment on a quarterly basis to assess growth and falting unemployment
OUTLOOK rates present risks and opportunities whether any changes to the ecanomic outlook in 2013 with these trends forecast
in property and financing markets present risks or opportunities which should to continue in 2014 This ts anticipated
and the businesses ol our occuplers be reflected in the execution of our strategy ta result in increased consurmer
Indicators such as forecast GDP growth dermand and to be beneficial for the
* Significant upcoming political events L t b d b i Risk
bring risks in two areas unemployment business and consumer usinesses of our occupiers Risks
confidence interest rates and inflation are to this recavery remamn including
- reluctance of investors and considered aswellas central bank guidance the prospect of rising interest
businesses to make investment and government policy updates rates geo-poliical conflicts and a
f:;:::‘;i‘:llﬁ:: Zl:‘tgome * We are not able to influence the outcome of :Lﬂ‘:ﬁ‘:ng;fg:mlc growlhin
sigrificant political events but take the uncertainty ang
- ondetermination of the outcome related to such events and the range of passible Political European Parliament
the impact on the case for outcomes into account when making strategic elections the referendum on
investment in the UK and of investment and financing decisions Scotlish iIndependence and the UK
specific policies and regulation R general electton are all scheduled
We engage public affairs consultants to ensure
intreduced - particularly those within the next 12 months Beyond
that we are properly briefed on the potential
which directly impact real estate that thereisthe possibility of a UK
policy and regulatory implications of political
referendum on membership of the
events Where appropriate we act with other
EU Each of these events has the
industry participants to influence the debate
potential to impact the appeal and
on these policies
perfermance of Investment in the
UK in general and real estate
in particular both through the
related uncertainty and resultant
implementation of policies and
requlation
COMMERCIAL Reduction in investor demand for s The Risk Cornrmuitee reviews the property The weight of meoney seeking
PROPERTY UK real estate may result in falls markel on a quarterly basis to assess whether investment epportunities in UK
INVESTOR DEMAND | | asset valuations and could arise any changes to the market outlook present risks commercial property both from

international and traditonal
institutional sources continues

to grow Investor appetite has been
further enhanced by the improving
economic outlook and Increasing
availability of finance at low rates
with interest now extending beyond
prime properues and locations

CATASTROPHIC
BUSINESS EVENT

An external event such as a civil
emergency including a large-scale
terrorist attack extreme weather
occurrence or environmental disaster
could severely disrupt global markets
lincluding property and finance]

and cause significant damage and
disruption to British Land s portfolio
and operations

@ Assel risk assessments e g security
flood envirenmental health and safetyl

Regular security threat information service

Physical security measures at properties
and development sites

Asset emergency procedures reviewed
and scenario tested

Head office business continuity planin
place and regularly tested

Comprehensive insurance

~ufl B The evaluation of the likely

impact of this sk on the
performance of the Group has
netchanged since the prioryear
The Home Office threat level from
international terrorism remains
substantial The pertfolio has
remained resilient to the storms
and flooding experienced in the
year with minimal damage and
disruption experienced
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STRATEGIC REPORT

KEY
CHANGE FROM LAST YEAR

‘ Risk exposure has increased

-] B Nosignificant change in nisk exposure

' Risk exposure has reduced

EXTERNAL RISKS

RISKS AND IMPACTS HOW WE MANAGE THE RISK MOVEMENT IN THE PERIOD

OCCUPIER DEMAND | [ * Underlying income rental growth ¢ The Risk Commitiee reqularly reviews indicators We are sesing improving

ANDTENANT
DEFAULT

and capital performance could be
adversety affected by weakening
occupier demand resulting from
variations in the health of the UK
economy and correspanding
weakening of consumer confidence
and business activity and
vestment

Dccupier failures may adversely
impact underlying income and
capital performance

Changing consumer and business
practices (including the growth

cf internet retailing flexible
working practices and demand
far energy efficient buildings|

new technologies new legislation
and alternative locations may
result in earlier than anticipated
obsolescence of our buildings if
evolving occuprer and regulatory
requirements are not met

of occupier demand including consumer
confidence surveys, employment forecasts

for relevant occupier sectors and ERV growth
forecasts These are considered alongside the
Committee members knowledge and expenence
of occupier plans, trading and leasing actvity

in guiding execution of eur strategy

We have a Key Occupler Account programme
through which we work together with our
occupiers to find ways to best meet their evolving
requirements — including understanding how
our stores fit with their amni-channel offer

We perform rigorous occupier covenant checks
and review these on an angoing basis so that
we can be preactive In managing exposure

to weaker occupiers

We are constantly assessing how bestto
future proof our buildings and maintain
sustainability briefs across the investment
portfolio as well as on acquisittons and
developments

@ Briish Land prides itself on taking

aleadership position on defining and
responding to environmental legislation
impacting the built enviranment Allour office
developments are BREEAM Excellent and
94% of our major retal developments are
BREEAM Very Good or Excellent We have
achieved significant landlord-influenced
energy reductions benefitting our occupiers
|see page 22 for further detaits)

demand for office space in
London underpinned by increasing
take up from TMT occupters

In retail occupiers are becoming
more confident in the role of
physical space in an omni-channel
world With a reduced number of
administratigns as the economy
recavers we are seeing signs

of increasing demand for flexible
space tn the best locations

AVAILABILITY AND
COST OF FINANCE

Reduced availability of property
financing may adversely impact
British Land s ability to refinance
facitities and result inweaker
invester dermand for real estate

Increasing finance costs would
reduce British Land s underlying
income

Benchmark borrowing rates and measures

of real estate credit availability are momitored
by the Risk Committee an a quarterly basis and
considered alongside Committee members
awareness of financing activity In the industry
to guide our financing actions in executing
curstralegy

We maintain strong relationships with our key
financing partners and advisors to maintan
an awareness of financing market activity

We maintain a diverse range of sources
of finance to provide flexibility to access funding
as required

We closely monitor relevant emerging banking
regulation werkingwith industry bodies and
other relevant organisations to participate

in the debate where our interests are affected
In the current year, we contributed to the
Vision for Real Estate Finance in the UK
recommendations which were drafted by

a cross-industry real estate finance group

We have seen a continuing Increase
in the availabilrty of finance to
commercial property across a range
of sources Financing costs remain
near historic lows but are expected
to Increase
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STRATEGIC REPCRT

PRINCIPAL RISKS

CONTINUED

Our principal key risk indicators are highlighted within How we manage the risk

INTERNAL RISKS
RISKS AND IMPACTS HOW WE MANAGE THE RISK MOVEMENT IN THE PERIOD
INVESTMENT In order to meet our strategic objectives | [ » Ourinvestment strategy 1s determined to be <=l B Chris Grigg commented
STRATEGY we must invest inand exit from the consistent with our target risk appetrte based “We have been actrve in
right properties at the night time on the evaluation of the external environment delivering our investment strategy
Significant underperformance could = Progress against the strategy and continuing n the year We have increased our
exposure to Landon and the South
result frorminappropriate determnation alrgnment with our risk appetite 1s momitored
East taking advantage of strengthening
and execution of our property ateach Risk Committee by reviewing relevant
investor interast in retail across the
Investment strategy including indicaters including a comparnison of forecast UK bal |
artfolio returns agamnst the IPD benchmark to rebalance our portiolio As
= sector selection and weighting p our 2010 development programme
* Indwvidual investment decisions are subject concludes we have been replenishing
= timing of investment and divestment
d to rebust risk evaluation averseen by our our development pipebine We remain
eci1sions
Investment Cammuittee including consideration confident that our chosen sector
= exposure to developments of returns relative to risk-adjusted hurdle rates facus will deliver cutperformance
* sector asset tenant region * We foster collaborative relationships with our co- over the medium term although our
outperformance against benchmarks
concentration and investors and enter into ownership agreements
may narrow in the short-term as
which balance the interests of the parties
= co-Investment arrangements a result of strengthening investor
Responsible Executive Chris Grigg demand in secondary property and
other sectors As investor appetite
Strateqic focus intensifies we will remain disciplined
RIGHT N our investment approach
PLACES Qur strategy for investing in the right
places s outlined on pages 1810 23
DEVELOPMENT Develapment provides an opportunty = We maintain our levels of total and speculative -l @ Tim Roberts commented,
for outperformance but this brings development exposure as a proportion of the We are now well advanced
with it elevated risk The care with investment portfolio value within a target range on our 2010 development programme
which we make our decisiens around taking into account associated risks and the and have achieved considerable letting
which schemesto developwhen as impact on key financial metrics This s monitored success Reducing the risk exposure
well as our execution of these projects quarterly by the Risk Committee, along with on this programme has provided
must reflect this progress of developments against plan us with the confidence to cornrmit
to furth
Development risks could adversely * For each project we make a jJudgemnent about o further developments including
the residential-led Clarges Estate
impact underlying incorme and capital apportionment of construction risk Where we
on Piccadilly and we are continuing
performance including retan this risk we fix costs early in the process
to progress opportunities to further
subject to other market factors with key
* development letting expasure replenish cur pipeline We are
contractors subject to financial covenant review
canscious of the prospect of rising
® construction timing and costs and
= Pre-let targets are used to reduce development caenstruction costs in evaluating
* adverse planning judgements leting risk where considered appropriate these opportunities The balance
Responsible Executives . We aclively engage with the communibies ziit:aedgj:lzlsn:g:;‘aegeg:ﬁgm
Charles Maudsley Tim Roberts inwhich we operate, as detailed in our P P
metrics which are monitored
Community Charter to ensure that our -
Strategic focus across the organisation
development activitres consider the interests
E:_GAF:Z]!-ES of all stakeholders For more on cur development
] e We manage social and environmental risks programme see page 17
across our development supply chain by
engaging with our suppliers including through our
Sustainability Briet for Developments and Health
and Safety Policy
PEOPLE British Land runs a heavily cutsourced -] B> Chris Grigg commented

model which means that critical
business processes and decisions
lie in the hands of a few people

Failure to recruit develop and retan
staff and Directors with the right skills
and experience may result in significant
underperformance

Responsible Executive
Chnis Grigg

Strategic focus

EXPERT
PEOPLE

e Qur HR strategy i1s designed to minimise
risk through

* nformed and skilled recruitment processes

highly competiive compensation and benefits

people development and traming

employee engagement surveys and ather
Initiatives and

monitoring of unplanned executive departures
and conducting exit Interviews

e @ Our supply chain strategy s designed

to manage key social and environmental
risks with our outsourced suppliers including
health and safety fraud anc bribery

"Qur expert people are a key
asset and their decisions and actions
drive our performance We reman
confident in our appeal as an employer
but are conscious that competiion
for the best people 15 escalating In
our industry mirroring the increased
level of investor activity We were
pleased to appeint an HR Director
and launch a new HR Strategy in the
year (o continue to Improve our
attractiveness as an employer and
our capacity to develop our staff
Our high level of staff engagement
was recognised by the award of a
One Star rating in The Sunday Times
Best Cornpanies 1o Work Far survey ™

40 The British Land Company PLC Annual Report and Aceeunts 2014




STRATEGIC REFORT

KEY
CHANGE FROM LAST YEAR

A Riskexposure has increased

- p= No stgruficant change i risk exposure

¥ Riskexposure has reduced

INTERNAL RISKS
RISKS AND IMPACTS HOW WE MANAGE THE RISK MOVEMENT IN THE PERIOD
INCOME We must be mindful of maintaining = We manitor our market letting exposure including Charles Maudsley commented
SUSTAINABILITY susta:mnable income streamns In order vacancies upcoming expiries and breaks and “In a challenging market we have
to continue to generate returns for tenants in admimistraiion as well as our weighted demonstrated the enduring appeal of
our shareholders and provide the average lease length our retall properties with lettings above
platform from which to grow the ERV footfall above benchmarks and
* We undertake comprehensive profit and cash
business through development and improving occupancy throughout the
flow forecasting incorporating scenano analysis
capital appreciation year We are investing further in our
to model the impact of proposed transactions
properties including with the provisian
We cansider sustainability of our
= We perform nigorous occupier covenant checks of wi-fiand increased food and
income streams in
and review these on an ongoing basis so that beverage aptions to ensure that they
* execution of Investment strategy we can be proactive in managing exposure continue to meet the evolving needs
and capital recycling notably urming to weaker occupiers of our accupiers and their customers *
of reinvestment of sale proceeds * We are proactive In addressing key lease breaks Tim Roberts commented Occupier
* nature and structure of leasing and expiries to minimise pertods of vacancy demand across sur Office portfoliois
actmiy and * We have a dwersified occupier base and monitor LObUSt supported by the increasingly
verse range of eccupiers which our
* natureand timing of asset concentration of exposure to iIndividual occupiers build lto Nowh h
management and develepment orsectors uildings appealto Nowhere 18 this
aetwit better demonstrated than at Regent s
¥ L] @ We actively engage with the cammunities Place where 10 Brock Street was fully
Responsible Executives inwhich we operate as detailed inour letwithin three months of cormpletion
Charles Maudsley Tim Roberts Community Charter to ensure that we provide to a broad range of eccupiers including
Strateqic focus buildings that meet the needs of all relevant Debenhams, Faceback Manchester
9 stakehalders City Football Club and Whitefoord LLP™
CUSTOMER
ORIENTATION For mare on how we manage our
portfalio, see pages 24 to 25
CAPITAL We must maintain a capital structure = We set the LTV range to reflect the strength ] = | ucinda Bell commented
STRUCTURE - which recognises the balance of our portfolio and the longewvity of our cash "During the year our LTV has
EXECUTION between performance, risk and flows, management of our debt book and our teeninthe lower half of our range as
flexibility refinancing risk we successfully invested the proceeds
= Gearing magnifies returns both * We monitar our LTV on anangaing basis and from our March 2013 ;;lacmfg sold
ositive and negative manage gearing levels over the cycle retail assets and benefited from
P valuation mncreases Asvalues
* Anancrease tn the gearing level » We manage our investment activity which increase we will coniinue our rigorous
increases the risk of a breach of can be lumpy as well as our development assessment of the appropriate LTV
covenants on borrawing facilities commitments to ensure that we will remarn which may fall below 40% and will
and may increase finance costs withinan appropriate range of LTV nat gear up on market yield shift
Responsible Executive For more on our financial polictes
Lucinda Bell see pages 54 1o 58
Strategic focus
CAPITAL
EFFICIENCY
FINANCE We must be judicious in the = We have five key principles guiding the financing «al| B Lucinda Bell commented
STRATEGY management of our financing as our of the Group which together are employed to "We were again successful
EXECUTION strategy here addresses risks bath manage the risks in thisarea diversify our sources | [ in raising finance from a range
to our continuing solvency and the of finance mantain Liquidity extend and stretch of sources in the year including
stability of our profits maturity of debt partfolio maintain flexibility unsecured corporate facilties and
maintain strong balance sheet metrics a US Private Placement The attractive
Farlure to manage the refinancing
See page 57 for further details terms of these arrangements mean
requirement may result in a shortage
that we continue to operate an efficient
of funds te sustain the operations = We closely monitor the period until refinancing d
ebt book which provides both
of the business ar repay facilities 1s required which is a key determinant of financing "
exibility Lo effect our property
as they fall due activity and use scenario modetling tools to investment actmityand in conjunction
This and a breach of financing evaluate the likelihood of covenant breach with our hedging pelicy stability
covenant lirmits are consideredte * We are committed to mamntaining and enhancing of financing costs ~
be the most significant risks to the relatronships with our key financing partners
Formore on our financial pelicies
continuing operation of British Land « We closel L l
ng concern See page 72 & closely monitor relevant emerging regulation see pages 5410 58
asaga which has the potential to impact the way that
for further consideratwn of going
we finance the Group and to inireduce aperating
concern
constraints
Responsible Executive As with ather regulatory and public affairs
Lucinda Bell
matters which iImpact us we engage with
Strategic focus Government and other industry participants
CAPITAL to inflvence the debate
EFFICIENCY
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STRATEGIC REPORT

CORPORATE RESPONSIBILITY

AT BRITISH LAND

DEAR SHAREHOLDER,
I'am delighted to have taken the
lead for corporate responsibility
at British Land, an area that

| have always been interested in
It 1s 1n keeping with our mindset
that the person responsible

for finance is also responsible
for social, envircnmental and
ethical 1ssues Our commitment
to these 1ssues helps us to
create places people prefer, and
so to deliver long-term value

Corporate responsibility informatian
15 Integrated throughout this Report

Our strategy and carbon data
p22-23

Risks
P3B-41

The Corporate Responsibiity Committee
P&5

EPRA Sustainability Reporting
P174

For more detail on our strategy
www britishland com/respansibility

For more detail on our performance
www britishland com/crdata

EONMQA

Our customers and their stakeholders prefer
efficient, modern places, which are integrated
well into the surrounding area and are

often developed in collaboration with local
communities This enhances people s daily
lives at work athome or out shopping These
places also benefit from the actions we take
to future proof against physical nsks caused
by increased flooding and rising temperatures

At British Land, we have worked very hard
to ensure that cerparate responsibility 1s
integrated inte our business, with social,
environmental and ethical factors considered
and managed at every level Thatis why,
this year we have integrated corporate
respanstbility information throughout this
Report reflecting how we not anly create
value for our investors but make a broader
contribution for our other key stakeholders
and the society (i which we operate

Our size and substance demand a responsible
approach to business Across all our actwities,
we take great care to try to ensure that our
impacts are positive, for our occupiers, local
communities, investors, suppliers and the
wider envirenment

Our properties attract over 300 mitlion visits
eachyear and are ptaces where almost 100 000
people work or live Through our five-year
develcpment programme we are supporting

a further 32,300 jobs, fuslling growth and
engaging with local cormmunities We work
with our supply cham to create apprenticeships,
giving people the chance {o learn while they
earn at our assets, at the same time as
developing the warkforce of tomorrow for our
sector Our community programme also stands
out for the high level of staff involvement, with
over three quarters of our people volunteering
this year

In addition, we work closely with our supply
chain to manage carbon emissions and other
environmental impacts at our properties and
developments | continue to be pleased with the
substantial reductions we have achieved in
tandlord-influenced energy costs for occupiers
This reflects the way we run our business, with
our customer orientation and environmental
emphasis

STRATEGIC REPORT APPROVAL

The Strategic Report, outlined on pages

2 to 42, incorporates what we do, our portfolio
places people prefer, Chairman s review
Chief Executive s review, business madel
markets, strategy, KPls, managing risks

and corporate responsibility

By order of the Board
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We identify the social environmental and
ethical issues that matter most by working
with people across the business, engaging
with external stakeholders consulting experts,
reviewing best practice, benchmarking our
performance monitoring the externat context
and earrying out risk assessments This year,
750 stakeholders completed an online survey
exploring social and environmental 1ssues
related to our business over 100 experts
appraised our approach to carbon and energy
management, and many participated in
independently facilitated workshops an

key soctal and envircnmental 1ssues

Different stakeholders have markedly different
priorities and we need to strike a balance So
alongside our other stakeholder engagement
activities, our Corporate Responsibility Panel
chaired by Chris Grigg includes external
experts who provide market insights on
changing trends in therr fields and challenge our
approach Through our Corporate Responsibility
Committee, we then develop and implement

our strategy and monitor performance

Ourlong-term social and environmental
targets will conclude in March 2015 We have
made goad progress on these during the year
as detaited in our Full Data Report 2014

During the coming year we will continue to
focus on delivering these targets and will also
implement cur supply chain plan to address

key social and environmental 1ssues, notably
increasing our focus on human rights We are
working with The Prince s Accounting for
Sustainability Projact to put sustainability at the
heart of business decision making, strategy and
reporting Areas that have proved challenging
this year that we will continug to focus on, hoth
directly and through our supply chain include
local procurement and employment renewable
energy In existing builldings and embodied
carbon on developments

I look forward ta working with our team
and expert partners to develop cur strateqy
further and set new long-term targets

In the coming year

Lucinda Bell, Finance Director
Charr of the Corporate
Responsibility Commitiee

Tony Braine
Company Secretary
13 May 2014




PERFORMANCE REVIEW

Business review
Portfolio review
Retail and Leisure review
Office and Residential review
Financial review
Financial policies and principles

44
47
49
91
56

7y-7 woday aibazens

801=4G YOREJAUNWAI PUE FIUBUIIADY E-% MIIAD) BIURII0} Ja4

081-401 UGIIELLICJUI 140 PUE SJUBLLIDIE)S |BIJURUI4




PERFORMANCE REVIEW

BUSINESS REVIEW

PORTFOLIO OVERVIEW

UK PORTFOLIO VALUATION

£11,951Tm

TOTAL PROPERTY RETURN

14.2%

ERVGROWTH

3.0%

CAPITAL RETURN

8.9%

LETTINGS/RENEWALS VERSUS ERV

6.3%

OCCUPANCY RATE

96.1%

LEASE LENGTH TO FIRST BREAK

10.3 years

GROSS INVESTMENT ACTIVITY

£1,970m

COMMITTED DEVELOPMENTS CAPEX

£227m

ACQUISITIONS

£1,033m

DISPOSALS

£710m

OVERVIEW

Until this year, the UK property market has been
sharply polarised between the London market,
which emerged from the recession sooner and
saw significant inflows of internatrenal capsal
and the rest of the country Over the past year
increasing confitdence in the outlook of the UK
economy and increased avallability of debt

has benefited the broader UK property market
Nevertheless, London continued to generate
the strengest total returns reflecting improving
occupational demand and continued strong
investment flows

Dur portfolio performed strongly during the
year as we benefited both from actions we
have taken this year and 0 previous yearsand
from nising markets Curinvestment actvity
during the year was materially accretive to our
property performance notably the investment
of our March 2013 equity placing along with
our retail recycling where we have been taking
advantage of market strength to sell more
mature properties We also continued to
benefit from our decision in 2010 to commit
toa £1 S billion development programme,
focused on London Along with more recently
comimitted projects our developments
contributed a third of our valuation uplift

Today London and the Scuth East accounts
for 1% of our portfolio on a pro forma basis
lincluding the estimated completed value of
committed and near-term developments], up
from 50% four years ago On the same basis,
within London, the West End now accounts for
60% of our Offices business, up from 35% four
years ago We continue to have a substantal

UK PORTFOLIO PERFORMANCE

pipeline of developments, both near and
medium-term, focused on London Our UK
Retail pertfolio, comprising 53% of the total
partfolio focuses on the best environments
where people choose to spend their time and
retallers want to be

Overall our UK portfolio generated a total
property return of 14 2%, made up of an income
return of 4 9% and a capital return of 8 9%

We continued to outperform the IPD
benchmarks, by 60 bps on total returns and

140 bps on capital returns

The value of our UK portfolio increased by

8 3% to £12 O billion with a 6 6% uplift 1n our
investment portfolio and a 20 9% uplift from
developments Our investment portfolio

was a more important contributor to portfolio
performance than in recent years, driven

by a comhinatren of ighterung market yields
and our asset management activity The
performance of our Office and Residential
portfolio was particularly strong up 14 5%
over the year reflecting the strength of the
London markets along with our development
programme Our UK Retail performance
continued to improve with a valuation uplift
of & 4% with an acceleration in performance
in the secand hatf of the year

There was a marked improvement in rental
values across our UK portfolio which were 3 0%
ahead (2013 10%] This compares with growth
of 1 7% for the property market as a whole At
31 March 2014 our portfolio net equivalent yield
was 5 5% compared to & 4% for the market

Vatuation ughft

Investment Total

Valuation portfolio Developments portfolio

Year ended31 March 2014 £m % % %
Retailand Leisure 6852 4h 22 44
Dffices and Residential 5099 4 223 145
Total 11,951 66 2079 83
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INVESTMENT ACTIVITY

The gross value of our Investment activity since
1Apnl 2013 as measured by our share of
acquisitions, disposals and capital investiment
tn developments was £2 G billion

Again we were able to successfully access
transactions ta grow our portfolio by taking
advantage of our financial flexibility and our
ability to source deals move quickly and deal

with complexity The majority of the acquisitions

we made during the year, including Paddingten
Central and SouthGate, Bath, were secured

off market Our acquisitions were focused on
both core income producing assets with good
growth prospects from asset management
and developments Overall, we completed or
exchanged £1 033 mullion of acquisiticns, with
income generating propertes adding annual

ACQUISITIONS AND DISPOSALS

rental income of £46 million, with an average
net initial yield of 5 4% This includes over
£100 million of potential development sites

In UK Retall we continued to sell mature
assets where we believe the future returns
will be below our internal hurdle rates of
return In Offices and Residential, the majority
of our disposals were residential units sold
after practical completion of our West End
developments We also sold two of our
largest assets in Continental Europe inline
with our aim of exiting frorn that market, and
successfully outsourced the management

of the remaining assets Europe new accounts
for less than 1% of our total portfolio Overall,
disposals completed or exchanged raised
£710 million and were sold on an average

NIY of 6 2% and at 4 2% ahead of book value

Price British Land Annual
{gross] share passing rent
From 1 Aprit 2013 tm Em fm
Acqusitions
Retail 604 502 24
Dffices 499 499 22
Reswdential 51 32 -
Total acquisitions 1,154 1,033 46
Disposals
Retail 507 kil 26
Offices 20 30 1
Residential 142 142 -
Europe 28 147 7
Total disposals 960 710 35

PERFORMANCE REVIEW
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PERFORMANCE REVIEW

BUSINESS REVIEW
PORTFOLIO REVIEW
CONTINUED

DEVELOPMENT

In 2010, we committed to a major development
programme to deliver 2 7 mullion sq ft of space,
principally in London Well-timed ta deliver hugh
quality offices along with high-end residential
units into a supply constrained London market
along with a number of retail projects the
programme In {otal has generated £608 rmillion
of profit to date with a further £45 million
estimated to come [based on valuers
estimates] This is more than double the
estimate at the time we started the
programme reflecting strong market growth,
teasing and pre-sales ahead of planand
release of contingencies The total estimated
annual rental value has increased from

£790 millien to £85 0 million over the same
period 76% of the space Is already let or

under offer and 96% of the residential units
have been scld or are under offer

We remain positive about the prospects for
development returns in London, so, as the
2010 programme has been completing, we
have been replenishing our development
potental both for the near-term and also for
our longer-term pipeline We have already
committed to a number of new projects

We will continue to manage our development
exposure within cur self-imposed limit of

commitied development being not more than
15% of our investrment portfolio and for our
exposure to the London residential market
to remain below £500 mitlion [total cost net
of pre-sales]

During the year, the purchase of development
sites masnly at Paddington Central and our
agreement with the City of London Corporation
to become their development partner on
Blossom Street, Shoreditch added 11 million
sq ft to our pipeline This brings totat
development apporiunities acquired over the
last twoyearsto 1 6 million sq ft We obtained
planning permission on 10 million sq ft of
office, residential and retail development
during the year

As a result of our activity despite completing
over 1 2 millien sq ft of developments this
year, we have 2 5 million sqg ft of commutted
development under construction We have
contracted 77% of the costs of cur committed
developments Excluding projects which are
due to complete over the next year, principally
5 Broadgate and The Leadenhall Building

we have 43% of our costs contracted

We have a further 719,000 sg ft in our near-
term pipeline which are projects we could
commit to over the next year to eighteen

COMMITTED AND NEAR-TERM DEVELCPMENT PIPELINE

monihs Aswe complete further projects

and the outlook for the market remains
positive we anticipate committing te more
development in the coming year, including

4 Kingdomn Sireet, Paddington If we were

te commut to all these projects over that time
frame, our total capital commitment, including
land, would be £1 2 bithon with an anhicipated
profit to come of around £300 mdlion In terms
of capital commitment, the majority of our
recently committed projects are London
residential the most significant of which

1s the residential element at Clarges Mayfair

Further out, we have a number of potential
development projects pnimarily in up and
coming areas of London and including mixed-
use schemes

Mcre details on the portfclio, property
perfarmance, indivdual developments and
assets acquired during the year can be found
in the Retailand Leisure and Offices and
Residential reviews on pages 47 to 50 and

in the detalled other information on pages
16610173

British Land share

Current Costta Pre-let Residential Pre sold
Sqft value cornplete ERY ERVY endvalue residential
At 31 March 2014 0co £m £m £m £m £m Em
Completed 1354 897 19 469 291 165 143
Under construction 1315 516 92 381 282 - -
Total 2010 programme 2,669 1,413 m 850 573 165 143
Completed 21 5 - 03 D3 - -
Under construction 1232 417 35 172 67 b64 5
Total recently committed 1.253 422 335 175 70 664 5
Total committed 2,547 933 427 553 349 664 5
Total near-term pipeline ny 79 351
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BUSINESS REVIEW

RETAIL AND LEISURE REVIEW

Charles Maudsley
Head of Retait and Leisure

PORTFOLIO VALUATION
[BRITISH LAND SHARE)

£6,852m

TOTAL PROPERTY RETURN

10.7%

ERV GROWTH

1.5%

CAPITALRETURN

4.6%

LETTINGS/RENEWALS VERSUS ERY

4.9%

OCCUPANCY RATE

98.5%

LEASE LENGTH TO FIRST BREAK

11.3 years

Retail and Leisure
- P20

S Maore detail on British Land properties

www britishland com/retail

MARKET OVERVIEW

The tentative signs we saw of an improving

UK retail market at the beginning of 2013

have strengthened over the last 12 months,
underpinned by better than expected economic
growth and growing consumer confidence
Retailers have become noticeably more
confident nat anly in the cutlook for the market
but also the role that physical space will play

In their omni-channel sirategies While appetite
for high quality space in the best locations has
improved retailers continue to reduce their
expasure to more secondary locatians which

In many cases are becoming functionally and
economically obsolete Rental values in more
secondary locatiens continued to decline

while prime renial values rose modestly

There was a marked improvement in the retail
invesiment market, particularly in the second
half of the year, reflecting increased interest
and demand from a broad range of domestic
and international mvestors including Sovereign
Wealth Funds The volume of transactions
during the year was significantly igher than
the prior year with yields across the retail
market ightering particularly on secondary
assets where the greater volume of
transactions {ook place Market evidence

for prime remained Lmited given the scarcity
of available product with owners reluctant

to sell, and yields were more stable as a result

We continued to actively reposition and
upgrade our porifolio focusing on preferred
destinations for bath retailers and shoppers
through investment in our existing properties
and through recycling This brings the total
wnwvestment in the business over the last four
years to £1 5 billion [acquisitions and capital
spend] with £0 8 billion of disposals being
mainly smaller properties

PORTFOLIO PERFORMANCE

Qur retail and leisure portfolio grew in value

to £6 ¢ billion, a 4 4% uplift over the year
Performance was driven by yield compression
{26 bps] reflecting the significant improverment
in the retail investment market, complemented
by our asset management actions The portfolio
continued to outperform the market, by 40 bps
on a capital returns basis although not at the
same level as previous years reflecting the
impravement in secondary asset valuatians,
particularly in the second half There was

a particularly strong performance from our
department stores and leisure portfolio,

with yietd compression driven by appetite for
fixed uplift backed income Our retall parks,
shopping centres and superstores also
benefited from positive rental growth but with
lesser yield compression due to a relative lack
aof transactional evidence This was particularly
the case for superstores with open-market
rent reviews

PERFORMANCE REVIEW

Our occupational metrics improved further
during the year reflecting the strength of our
offer With good demand our portfolic is now
virtually fully let with occupancy ahead of
March 2013 by 110 bps ta 98 5% There was

a notable reduction in units in adrmiristration
down from 0 9% to 0 1% of total rent as we
successfully let up units previously in
admiristration Featfallimpreved aver the
secend half of the year, up 1 2% and was
broadly flat over the year We signsficantly
outperformed the market where fooiiall was
down 2 6% in the year Our retail ERVs were

1 5% up compared with the market which was
flat Since the troughin lune 2010 our rental
values have now grown by over 3 3% compared
with a fall of 1 0% for the market reflecting
the ongoing polarisation between the
perfarmance of the best space where retalers
want to trade and less attractive more
secondary space Qur like-for-like rental
income grew by 3 0% 1n part benefiting from
the successful letting of units previously in
adrministration along with surrender premiums

ASSET MANAGEMENT

We had a stronger period for leasing with
higher levels of letting volumes and an
impravement in the breadth and quality of
occupiers and on enhanced terms, particularly
from fashion home wares and leisure
operators We continued to benefit from
retailers looking to take space in the best
quality locatiens Overall, we signed 17 million
sq ft of letiings and renewals across the
portfolio during the year on average 4 9%
ahead of ERV within the standing investment
portiolio Rent reviews were signed on average
5 0% above previous passing rent with
particularly good uplifts being achweved at
superstores, on average 11% ahead of previcus
passing rent Although our portfolio 1s nearly
fully tet and we see animproving outlook for
rental growth although given cur high levels

of eccupancy and no major developments
coming on stream, our overall leasing volumes
are likely to reduce through the coming year
We currently have 273 000 sq ft of space

under offer at terms overall ahead of ERY

Our asset management activities remained
facused on evolving and improving our
averall retall offer attracting new and existing
occuplers o our properties, as well as
upgrading the physical envirecnment and
expanding the range of services we offer

Our increased investment In consumer
surveys continued {o provide valuable insights
and feedback
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PERFORMANCE REVIEW

BUSINESS REVIEW

RETAIL AND LEISURE REVIEW

CONTINUED

We leveraged our existing strong retail
relationships sigming five long-term deals each
with Next and Arcadia totalling 140,000 sq ft
which for Arcadia included two out of town
Outhit stores We also worked successfully with
retallers to expand new and existing formats
for example opening first out of town stores for
Patisserie Valerie at Fort Kinnaird Retall Park
and Joules and Fat Face at Whiteley

Quality physicat environments are becorming
increasingly iImportant in creating the right
places We undertook and commitied to almost
200 capital projects during the year to improve
shop fascras and fit-outs and to refurbish and
extend our existing schemes Majar projects
completed during the year included the refit

of Debenhams flagship store in Oxford Street
and the creation of a new out of town store for
Next Home & Garden at Camberley We also
continued to expand our food and leisure offer
with 148,000 sq ft of deals signed with catering
and leisure operators On our larger more
experiential assets we now have 9% of rent
from food and beverage, up from 8%

Our digital strategy i1s to enhance the occupier
and consurmer expenence at our retail

assets and 1s anintegral part of the physical
experience, Increasing convenence and
widening cur reach At the beginning of the
year, we signed a long-term deal with BT to
provide free wi-fi on our shopping centres
and retail parks We now have free wi-fi in

11 of our shopping centres and free wi-fi
hotspots at six of aur major retail parks with
further rollout planned over the next six
months Alongwith our customer exit surveys
this means we can monitor and improve the
experience of consumers increasing dwell
time which will suppart our occupiers sales

INVESTMENT ACTIVITY

We continued to reshape our portfolio with

£953 million of gross investment activity across
our Retail and Leisure partfolio including
investment in developments since the 1 April
2013 We have taken advantage of the strength
of the investment markets to sell £391 million of
more mature assets and have invested both In
our existing portfolio and in acguisitions where
we believe we can generate higher returns

Our largest disposals during the year
included Eastgate Shopping Centre, Basildon
Bon Accord shopping centre in Aberdeen

and 5t James Retail Park Northampton

We also sold seven smaller retail parks and
six small food stores On average these sales
were 2 4% ahead of book value Post the year-
end, we sold Cwmbran Retail Park for a net
intial yield of 4 4%

We made £502 million of acquisitions aver
the period This included a 50% interestin
SouthGate the main shopping destination

tn the centre of Bath for £101 million refleciing
a fully letyield of 5 7% The acquisition price
was significantly below the original sum
invested in constructing the newly built

430 000 sq ft, prime open arr retail scheme
With a large and affluent catchment and an
impresswve accupier ine up the scheme has
a high annual footfall of around 18 million
visitors Itis anchored by Debenhams, H&M
Topshop and Boots and has attracted several
new, high profile retailers to the city including
Hollister Apple Urban Outfitters, All Saints
and Superdry

We increased our ownership of Hercules

Unit Trust (MUT) from 41 2% to 59 8% through
the purchase of £154 million of units since

the beginning of the year On an average 4 2%
below NAV, this represents an effective net
initial yield of 4 0% (based on actual acquisition
costs] This investment increased our share

of gross assets by £262 million reflecting the
discount to NAV and the leverage within the
HUT structure HUT 1s the UK s largest
specialist retail park property unit trust with

a portfolio totalling £1 5 bilhon We believe

that HUT s portfolio 1s well positioned from a
developrnent perspective and to take advantage
of the projected growth in Click and Collect
which 1s increasingly a core component of
retallers strategies We remain the property
manager of the HUT assets

We alsc acquired a 26% equity interest

in a portfolio of Sainsbury s superstores for
£83 million at a reversionaryyield of 5 7%
Held in a geared structure the portfolio
consists af 26 high quality superstores in
affluent areas primarily in the South East

All rental incorme until maturity will be used
to pay Interest on the bonds and partially
amartise the securiised debt At maturnity it

1s anticipated that the superstores witl either
be refinanced or sold ta repay the outstanding
debt We expect to generate atiractive returns
trom the investment and have already seen
an uplift of more than 10% This investment
should be viewed in conjunction with the sale
of smaller food stores within an overall
objective of focusing our superstore portfolio
on the highest quality locations

Qver the corming year, we expect to make
further disposals We currently have over
£150 mitlion of properites erther under
offer or in the market
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DEVELOPMENT

We have completed nearly 700,000 sq ft of
developments over the last year including the
305,000 sq ft Old Market scheme in Hereford
shaortly after the year-end

Our largest development campletion was at
Whiteley Shopping in Hampshire where we
opened a new 321,000 sq ft retailland leisure
shopping scherne in May 2013 Combining the
configuration, set up and experience of high
quality shopping centres and the accessibility
and convenuence of retail parks, Whiteley
Shepping has quickly become the preferred
destination for retailers and consumers in the
area, attracting over 4 million shopper visits
since opening Whiteley Shopping is over 6%
let to a strong mix of prominent national retail
brands including YO! Sushi, Wagamama, Fat
Face and Joules n April 2014, it won the ICSC
European Shopping Centre New Development
Award 2014 and 1s rated BREEAM Excellent
for sustainability

In September we opened a 46 000 sq ft leisure
extension at our existing asset at Glasgow Fort
Shopping Park The development was fully
pre-let to a multiplex Vue Cinema and 24,030
sq ft of restaurant space let to TGl Friday s,
Prezzo, Harvester, Chiquito and Pizza Express
Since opening, the Glasgow Fort has seen
significant uplifts in footfall, dwell time and
average consumer spend

Post the year-ena we completed our 305 000
sq ft retatl and leisure development in the
centre of Hereford Itis already 6% let/under
offer with a strong line-up of fashion retaders
including H&M Fat Face, Next Outfit and an
85000 sq ft Debenhams the City s anly
department store Leisure, comprising a multi-
screen cinerma along with seven restaurant
and cafe units accounts for 21% of the scheme
creating an evening economy and extending
the centre s trading hours

We have recently commutted to 372,000 <q ft
of new development primarily focused en
upgrading and extending our existing assets,
and increasingly our food and leisure offer to
improve the overall environment This includes
leisure extensions at Whiteley Shopping Fort
Kinnaird, Edinburgh, and Broughton Park

in Chester We are also on site building a new
Next Home and Garden at Meadowhall and
amajor extension to Glasgow Fort anchored
by an 80 000 sq ft M&S




BUSINESS REVIEW

OFFICE AND RESIDENTIAL REVIEW

Tim Roberts
Head of Offices and Resident:al

PORTFOLIO VALUATION

£5,099m

TOTAL PROPERTY RETURN

19.6%

ERY GROWTH

5.8%

CAPITALRETURN

15.5%

LETTINGS/RENEWALS VERSUS ERV

8.4%

OCCUPANCY RATE

92.1%

LEASE LENGTH TG FIRST BREAK

8.4 years

Otfice and Residential
> P21

More detail on British Land properties

www britishland com/offices

OVERVIEW

London retained its posttion over the year as
the property market of choice reflecting its
ongoing global attractions as a place to work,
live and visit More domestic and international
businesses are choosing to locate in Londan,
drawing on its highly skilled workforce and
quality working environments More people
want to live in Landen closer to where they
work orwith shorter commute times Qur
increased investment in Londoen has positioned
our business well to take advantage of both
the present market strength and longer-term
trends serving the changing needs of its
growing population Accordingly, we are
focused on mixed-use campuses with strong
transport connections which include ratail
and residential elements These great working
environments are increasmngly important

in aitracting and retaining the best people -
not just good buildings to work in - but places
te live, shop and enjoy leisure time

The London property market had a strong year
Although the economic recovery started to
take hold across the UK, London continued to
outpace the regional markets, with all sectors
performing strengly - offices, retalland
residential - and with the second half noticeably
stronger than the first In the prime residential
market in London where our residential
development 1s focused, international investors
remained active although price increases

were generally lower than in recent years

The office market saw continued strong
investrment flows driven both by international
investors along with the re-emergence of
domestic investors This strong investor
dernand led to prime office yields tightening
further Occupationally after two years of more
subdued demand, the leasing market was
markedly buseer, particularly in the second
half with eccupiers moere willing to look

in a number of different submarkets across
London to find the right quality of space

TMT and insurance occupiers remained the
most active but there was also increased
take-up from other sectors, notably financial
services Overall, letting activity in Central
London was around 50% ahead of the previous
year With little new supply coming onto the
market vacancy rates declined, particularly
for high quality Grade Aspace Accordingly,
rents grew across London with growth

in prime headline rents of 10% along with

a reduction In Incentives

PORTFOLIO PERFORMANCE

Our Offices and Residential portfolio 1s well
positioned to benefit from the strengthening
London market and our greater exposure to up
and coming areas The value of our portfolio
grew by over £1 2 bithon to €5 1 bullion reflecting
both the nvestments made during the year
along with a 14 5% overall uphift in valuation,

PERFORMANCE REVIEW

our West End portfolio was up by 16 6% and
the City by 11 8% The portfolio produced a
total property return of 19 4% with our Offices
outperforming the IPD sector benchmark

by 80 bps

in Offices, our standing investments
contributed around 60% of the uplift driven by

a 40 bps compression inyields along with asset
management ERVswere 5 8% ahead witha
79% increase in the City reflecting improving
market condittons and increased opportunity
from potential refurbishments Our office and
mixed-use development programme continues
to deliver strong returns generating profits

of £252 million over the year and a valuation
uplift of 23 0% This uplift was driven by a
combination of factors including pre-lets signed
ahead of ERV, profit release as we complete
our 2010 London development programme,
and improving market conditons Qur stand-
alone residential portfolio was up 15 4% driven
grimarily by increased sales values

ASSET MANAGEMENT

The strengthening occupational market was
reflected in our leasing activity during the
year We signed 632 000 sq ft of lettings and
renewals acrass our investrment and
development portiolio with investment letings
and renewals at an average of 8 4% above ERV
Our actity was primarily focused on new
lettings with 289,000 sq ft of deals signed
inour Investment partfolio and 237000 sq it

of development lettings

We continued to see healthy demand across
our portiotio from a range of occupiers from
financial and professional services through
tomedia retall and technology companies,

not only attracted by the quality of our burldings
and built environments, but also our high levels
of customer service We were particularly
successiulin tapping demand from the
growing technology and media sectors and the
nsurance sector which represented 51% of
lettings Driven by our leasing success our like-
for-like occupancy was 190 bps ahead although
overall it 1s lower at 92 1% reflecting our newly
completed West End developments moving
into the investment portiolio Post ouryear-
end, we have seen an increase in occupler
interest acrass our portfolio with aver 150 000
sq ft of space let or under offer on attractive
rental terms Our vacant space s virtually all
new Grade A accommaodation, so we feel
pasitive about the letting prospects ina
strengthening occupational environment

We made significant progress with the on-
going re-pesitioning of our office-led campuses
and strengthening of their income profiles At
Regent s Place, we cornpleted our 505 000 sq ft
office and residential development, 10-30
Brock Street We continued to see strong
demand for both the offices and residential
units As a result, all the office space at
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PERFORMANCE REVIEW

BUSINESS REVIEW

OFFICE AND RESIDENTIAL REVIEW

CONTINUED

10 Brock Street which 1s the largest of the
buildings was let within three manths of
practical completion to a strong and diverse
range of occupiers including Facebook and
Manchester City Football Club achieving a new
rental high on the campus of £71 per square
foot This added £18 8 million of annual rent
on a weighted average lease of 15 7 years
98% of the residentiat units at 20 Brock Street
have been profitably sold or are under offer
The Brock Street development has completed
Regent s Place, a wbrant 2 million sq ft mixed-
use campus where around 15,000 work and
live Whth an occupancy of over 98%, it 1s well
served by major transport links, and 1s
enhanced by restaurants, shops, a health
club, a theatre artstudios achildrens
nursery and landscaped open space

At Paddington Central, which we acquired in
July we have let or put under cffer 35,000 sq ft,
at terms ahead of our acquisition assumptions,
bringing occupancy on the campus to 94 2%
We are confident that we will further improve
occupancy We are also looking to imprave

on the existing planning consents at 4 and

5 Kingdom Street [see following development
section} and public space in addition to works
to the entrance of the campus and an
mtroduction of a greater variety of uses and
OCCUplers

Broadgate 15 our largest campus with almost
4 million sq ft of office, retail and leisure space
We have a strong vision of how Broadgate will
develop as a vibrant mixed-use environment
in the heart of the City and expect it to benefit
from its position around one of London s
most important transport hubs and irom the
completion of Crossrail in 2018 In December,
we signed a joint venture agreement for
Broadgate with GIC, the investment arm of
the Gavernment of Singapore, following their
purchase of Blackstone s 50% stake Asone
of our largest shareholders and with a long
history in direct real estate investment we
look ferward to working with thern to deliver
ourvisian

We continued to make good progress both

on our near-term and long-term plans at
Broadgate At 199 Bishopsgate a building we
recently fully refurbished, we let a further
63,000 sq ft of space, so the building 1s now
56% let We signed over 89,000 sq ft of lettings
on space surrendered by UBS at 1 and

2 Broadgate These lettings tie in with the
extensicn we signed with ICAP last year,
enabling us to review options for refurbishment
or redevelopment of the whole building in 2019
In the near term actwity 1s centred around
Broadgate South where we are developing

a new office for UBS at 5 Broadgate alongside
a full redevelopment of Broadgate Circle,

to provide a more vibrant retail and restaurant
offer [see development section] The next

phase will include a major refurbishment

of 100 Liverpool Street which will be well
timed to benefit from the adveni of Crossrail,
and more widespread improvemnents to the
surrounding area We are working up a scheme
and aun to put in a planning application by the
end of financial year 2015

INVESTMENT ACTIVITY

Our strategic airn has been to grow the level

of investment in London through acquisitions
and development We invested £531 miltion

In attractive mainly off-market acquisitions,
not enly adding core income to the portiolic
but also replenishing the development pipeline

At £470 million, Paddington Central an office
led campus in the West End, was our most
significant acquisition and our largest since
2005 Acquired on a netinitial yield of 5 3%
rising to 6 2% cnce fully let, the campus
comprises 610,000 sq ft of Income generating
properties along with 355 000 sq ft of
consented space at 4 and 5 Kingdom Street
and an additional 80 000 sq ft of potential
development This acquisition increases our
exposure to an up and coming part of the West
End market which 1s expected to benefit from
the opening of Crossrail As our success at
Regent s Place demonstrates, this 1s an asset
which plays to all of our strengths in managing
large mixed-use schemnes in London, delivering
value through well-planned asset managerment
and development Itis still early days butwe
are confident we can delwver significant value

at Paddingten Central

We also entered into an option agreement

with The City of London Corporation for the
re-development of Blossom Street, Shoreditch
further increasing our near-term development
pipeline and broadening our access to
occupiers in the vibrant and growing TMT
sector Blossom St comprises three sifes
covering 2 acres fronting onto Shoreditch High
Street just north of the core City of Londan
rmarket, and which will be close to the new
Liverpool Street Cressrail station The sites
have potential for around 320 000 sq ft of
office, retait and residential accommeodation
ina mix of new retained and refurbished
buildings We have the option to draw down

a development agreement, subject to securing
revised planning cansent on the sites,

and on practical completion will be granted

a long leasehold interestin the sites

During the year we achweved planning consent
on, and consequently also completed the
purchase of Aldgate Place, a potential 365 000
sq {t residential development programme

We have committed te Phase 1 at Aldgate
Place ajointventure with Barratt Homes,

in a fast changing area close to the City

for 220,000 sq ft of residenyialinctuding

154 privaie umits
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Our sales activity was primarily focused on the
residential development programme both within
our mixed-use and residential-led schemes
where we have continued to actively recycle
capital and crystallise development profits
During the year we sold a further £41 million

of residential units 31% ahead of book value

DEVELOPMENT

Within our 2010 development programme,

the office space 1s now 73% let or under offer
with a weighted average lease length of

159 years Hawing sold 114 umits and with

a further three under offer, we now have %4%
scld or under offer We also have a significant
pipeline of potential development projects

both from sites we have acquired in the last
two years and {rorn within our existing portfolio

Over the year, we completed 820,000 sq ft of our
West End developments including 10-30 Brock
Street 10 Portman Square Marble Arch
House and 3% Victora Street, generating an
overalt profit on cost of over 65% In the Crty,
the Leadenhall Building 1s on track to reach
completion in the surnmer We were pleased
with our recent letting of Level 30 to Servcorp
on arent of £72 50 psf and with a further 13,500
sq {t under offer, we remain positive about

the letting prospects for the remaining upper
and smaller floor plates 5 Broadgate was
successfully topped out at the end of March
and will be ready for UBS to take detivery

of the building in early 2015 subject to fit-out

We made good pregress on our recently
comrmitted developrment projects having
secured planning for Clarges Mayfair,

Yalding House and residential schemes at

The Hermpel and Aldgate Place The majority
of this development is residential and we

will irmit any future residential development
until we have rmade further inroads with

our forward sales Although it is early days,
we are seemng encouraging levels of interest
Oemalition s progressing at Clarges Mayfair
with construction expected to start early
inthe summer Following a successful planning
application we also commutted to Yalding
House a refurbishment of 29,000 sq ft of
office space in the West End and have recently
started on site

In terms of our near-term pipeline, we are
progressing with planning to put ourselves
nthe posittan to be able to start as early as
passible while retaining the optienality on
whether to commit At Paddington, we have
made tmproverments to the design of 4 Kingdom
Street and anticipate being on site by the end of
the year On 5 Kingdom Street, as part of a wider
master planning exercise far the whole campus,
we are looking to resubrmit planning for an
improved, larger scheme next year At Blossarn
Street Shorediich we have appointed four
architects to develop the design and we expect
to submit a planrung application in the Autumn




FINANCIAL REVIEW

2014 was another active

year for Bntish Land as

we continued to deliver our
strategic objectives both
driving strong results during
the year as well as building
more growth and opportunity
into our portfolio for tomorrow
Lucinda Bell

Finance Director

ACCOUNTING RETURN

20.0%

NETASSET VALUE PER SHARE

688p

DIVIDEND PER SHARE

27.0p

NETRENTAL INCOME

£562m

UNDERLYING PROFIT BEFORE TAX

£297m

UNDERLYING EPS

29.4p
LTY
%
4£0%
AVERAGE WEIGHTED INTEREST RATE

4.1%

NEW FINANCE RAISED

£1.5bn

AVAILABLE FACILITIES

£2.0bn

Retail and Leisure
= P47-48

Office and Residential
% P49-50

More detail on British Land preperties
www britishland com/our-properties

PERFORMANCE REVIEW
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PERFORMANCE REVIEW

FINANCIAL REVIEW
CONTINUED

We generated total accounting returns of

20 0% for the year which was significantly
driven by our decisions and actions, not just

at the property level but also financially

And here we benefited both from our capital
structure as well our ability to access
competitively priced finance Our NAV, which
was up 15 4% at 688p was driven by an 8 3%
increase (n our valuation and our dividend was
2 3% ahead at 270 pence per share, in line with
our previous announcements It 1s measure

of the Board s confidence in the prospects

of the business that we are announcing ocur
intentron te Increase the dividend by 2 5%

for the 2014/15 financial year

Over the year we continued to develop our
financial and deal managerment and skills
bothin pricing property risk and managing
complex situations This enabled us to access
transactions with few other competitive
bidders We successfully deployed the
proceeds of our March 2013 equity placing
ahead of the schedule we set ourselves

This was accretive to our earnings and net
asset value performance during the year after
taking into account the dilutive effects of the
share placing Rental incorne from our 2010

development programme, where all of our
West End office projects completed during
the year, significantly offset the iIncome we
have forgone through the sale of Ropemaker
Place at the end of the 2013 financial year

By selling more mature assets and investing
in ones with better long-term prospects we
have deliberately given up near-term income
for longer-term total returns This is Likely

to continue as we further reshape our

Retail partfolio

Despite thts significant activty, all our financial
metrics remarn robust Qur LTV)s unchanged
over the year at 40%, at the bottom of our
range and our average weighted interest rate
15 lower at 4 1% We have taken advantage of
improving debt markets to raise £1 5 bidlion of
new finance at competitive rates Thisincluded
a £785 millien revolving facility our largest
single bank facility with the lowest marginin
the last 7 years which (s a great example of
both our capabilities and the strength of our
banking relatienships Our financing structure,
which 1s flexible and low cost, continues to
provide the business with the resources and
liquidity to deliver its strategy

INCOME STATEMENT

The group financial statements are prepared
under IFRS where the after tax results of
Joint ventures and funds are shown as a single
line stem on the Income statement, and the
net investrment 1n jont ventures and funds

1s shown as a single line on the balance sheet
Management reviews the performance of

the business principally on a proportionally
consolidated basis fi e on a line-by-line basis)
and comments on movements in the iIncome
statement provided in the financial review
below are made on this basis Income
statements and balance sheets which show
Bnitish Land s interests an this basis are also
included in Table A within the supplementary
disclosures [pages 159 and 160)

Net rental income, including our share of joint
veniures and funds, increased by £21 million
to £562 million for the year (2013 £541 mullion)
The £690 million of investment In iIncome
praducing assets following the placing added
£31 million to full-year rent This was offset
by a reduction of £26 million due to disposals
made In the last financial year, principally
Ropemaker All our West End 2010
developments completed during the year

and contnbuted materially to our incorne,
adding £13 mllion during the year

INCOME STATEMENT
2014 2013
Joint Joint
ventures  Proportionally ventures Proportionally
Group' and funds' consochidated Graug and funds ¢cansolidated
Year ended 31 March £m £m £m £m £m Em
Gross rental income el 266 597 294 273 567
Property outgoings [21] [14] 135) 113 13! (28]
Net rental tncome 310 252 562 281 250 541
Net financing costs 1791 1123 {202 (80 [128) 1208)
Net rentalincome less finance 231 129 350 201 134 335
Fees and ather income 15 i5 i5 15
Joint ventures and funds underlying profit 123 130
Administrative expenses (721 18] {78) (72) (4) 176}
Joint ventures and funds underlying profit 123 130
Underlymng profit before tax 297 297 274 274
Underlying EPS 294p 294p 303p 303p
Dividend per share 270p 270p 26 4p 26 4p

1 2014 Group and jaint ventures and funds results are presented after ebrmination of HUT non-controtling interest
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Net rentalincome increased by 2 2%oona
ike-for-bke basts adding £6 milion The retail
portfolio like-for-tike growthwas 3 0% driven
by asset management initiatives and letting

of units which became vaid following prior year
admiristrations Lettings in the year increased
occupancy rates from 97 4% io 98 5%

In offices, like-for-like rentalincome increased
0 4%, reflecting new lettings in the City offset
by the impact of lease extensions generating
long-term income streams

Net financing costs on a proportionally
consolidated basis were £202 million,

a decrease of £4 million compared to the prior
year The sale of Ropemaker and associated
swap close-outs reduced our interest charge
by £8 million and interest on completed West
End developments added £5 milion Underlying
profit before tax increased by £23 million,

or 8 4%, to £297 millien The increase in
underlying profit before tax 1s summarised

in the table below

MOVEMENT IN UNDERLYING

PROFIT BEFORE TAX

£m
Year ended 31 March 2013 274
Placing investments 30
Completion of 2010 develepments 8
Like-for-like rental income [
Dispasat of Ropemaker (18
Other movements {3l
Year ended 31 March 2014 297

Recycling was neutral to profits in the year
despite being active In reshaping our retail
portfolio We sold high yielding ex-growth
2ssets and invested in assets which offer
opporturity to add value through asset
management intliatives or development

We have a competitive advantage with our
efficient operating mode! Our EPRA cost

ratio iIncluding direct vacancy costs| for the
yearwas 16 2% (201315 3%) This EPRA metric
15 substantially the same as the cost ratio the
group has previously presented Our EPRA
cost ratio [excluding direct vacancy costs] for
the yearwas 139% {2013 12 8%) The increase
was driven by the sale of Ropemaker and

our continued investrent in our people and
infrastructure

Underlying profits from jomt ventures and
funds for the year were £124 million Duning
the year we increased our ownership of
Hercules Unit Trust [HUT}H o 58 6% as at

31 March 2014 and to 59 8% post our financial
year-end Asaresult, HUT 1s treated as a
subsidiary and futly consolidated in British
Land s accounts, in line with international
accounting standards This includes HUT s
debt, all of which 1s non-recourse to British
L.and We therefore now include 100% of its
results and finanaial pasition on a line by Line
basis in the financial statements A deduction
is then made for the equity in the subsidiary
not attributable to the Group 1e the non-
controlling interest The change In basis of
consolidation has had noimpact on our KPis

Underlying diluted earnings per share for the
year ended 31 March 2014 was 29 4 pence
(2013 30 3 pencel based on underlying profit
after tax of £295 million (2013 €273 million} and
weighted average diluted number of shares of
1004 milbon (2013 901 rillion) As expected,
the relative dilution of ERS inthe yearisa
consequence of the sale of Ropemaker at the
end of the prier year The equity placing was
been accretive to earnings by 0 5 pence per
share in the current year after taking into
account of the additional shares in 1ssue, ahead
of the target set at the time of the placing

IFRS profit after tax for the full-year was

£1116 million [2013 £284 million] including
£377 million irom investments in joint ventures
and funds [2013 £67 million] (naddition to
underlying profits, the most significant item
impacting IFRS profit was the net valuation
increase of £580 mullion for the Group and
£258 million for our share of joint ventures

and funds

PERFORMANCE REVIEW

CASH FLOW

Net cash inflow from operating actvities for
the yearwas £249 million on a proportionally
consolidated basis The table below provides
asummary of the increase in EPRA net debt
on the same basis for the year

MOVEMENT IN NET DEBT

Year ended 31 March 2014 Em

Opening net debt 4,266

Investment acquisitions 1,009

Disposals 1592)

Development and other capital expenditure 292

Net cash from aperations (249)
Diwvidend paid 159
Other 5
Closing net debt 4,890
Acquisitiens absarbed £1 009 mullian,
significant purchases being the investment
of the placing proceeds at Paddington Central
and the acquisition of SouthGate, Bath

Oisposals generated £592 mullion, wath retail
recycling at Bon Accord Aberdeenand
Basildon Eastgate Cenire, in addition to the
sale of Puerto Venecia Zaragoza

£292 millien was utilised on development and
capital expenditure reflecting spend on our
committed development programme and

on replemsting the development pipeline

We anticipate prospective development spend
of £399 milbon over the nexi three years on
our 2010 and recently commitied development
programmes and £307 million on our near
term prospective programme Qur investment
portfolio has strong rental growth potential
giving a platform for future growth which the
table below summarises

ANNUALISED GROSS RENTS

Cash flow Accounting
basis basis
£m £m

Current passing rent 557
Expiry of rent-free periods at 584

Fixed minimum uplifts 13
2010 non-campleled developments pre-let 28 25
Recently committed developments pre-let 7 5
Total contracted 656 614
Developments - 2010 committed developments to (et 28 23
Develepments - recently committed 1 g
Developments - near-term to let 31 25
Investments — RPl and rent review uplifts 12 12
Investments - letting of experies and vacancies 21 8
Potentialrent in frve years 75% 701
Increase 5% 20%
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PERFCRMANCE REVIEW

FINANCIAL REVIEW
CONTINUED

Current cash rent i1s £357 mitlicn with potential
to grow by around £200 million aver the next
five years We already have around £100 million
of further rent contracted and when fully let
the balance of the 2010 prograrnme will add
£28 mullion to rents Recently commitied
developments and the near term pipeline

of the Scrip Dividend Alternative via the
Regulatory News Service and on our website
[www britishland com] no later than four
business days before the ex-dividend date

of 2 July 2014 The Board expects to announce
the splt between PID and non-PiD income at
that time In respect of the 2014 third quarter

On this basis, our net investment at 31 March
2014 was £2 634 miltion, up from £2 463 million
at the previous year-end, reflecting the
increase in the property portfolio valuations
and our investment i developments

MOVEMENT IN EPRANET ASSET

should add a cornbined further £42 million dividend of 4 75 pence per share, totalting VALUE PER SHARE'
of rent The investment portfolio benefiis £68 milhon 30% of shareholders elected for o
fram around 10% of rents being subject to RPI the scrip alternative in lieu of E48 mullion in
nd letting of vacancies will add £21 million cash dividends It 1s the Board s intention that At31 March 2013 $96
and letting of vaca ashdividends It s the Board s intention tha Valustion movement
for the 2014/15 financial year the dividend wall Offices 36
DIVIDENDS be increased 2 5% to not less than 6 92 pence Retail 29
The quarterly dvidend was increased to per share per quarter, reflecting confidence Developments 27
4 75 pence per share in the year, bringing the i future cash flows Underlying profit alter Lax 29
total dividend declared for the current financral 8'{:\'2?"‘15 IZI';:
year to 270 pence per share Thisisinline BALANCE SHEET
with the announcement made by the Board At 31 March 2014 EPRA Net Asset Value per At 31 March 2014 488
in Juty 2013 The dividend paid in the financial share was 686 pence per share anincrease
year was 26 7 pence (2013 24 4 pencel The of 15 4% compared to the prior year (2013 1 EPRA net assets exclude the mark-to-market
fourth quarter dividend of 6 75 pence pershare, 596 pence per sharel on effective cash flow hedges and related debt
totalling £68 rmillion was approved by the adjustments aswell as deferred taxation on
At 31 March 2014 40% of the property portfolio revaluations
Board on 13 May 2014 and 1s payable on
and 41% of net debt was held within joint
8 August 2014 to shareholders on the register
ventures and funds The IFRS balance sheet
at the close of business on 4 July 2014
shows our investment in joint ventures and
The Board will anncunce the avalability
funds grouped together and shown net
BALANCE SHEET
As at31 March 2014 As a1 31 March 2013
Joint Jont
ventures Proporttonally ventures Proportionally
Group and funds cansolidated Group andfunds consolidated
£€m £m £m £m £m £m
Properties at valuation' 7194 4846 12040 5554 4 945 10 499
Investment in joint ventures and funds 2,634 2463
Other non-current assets 262 168) 194 76 123 53
10 090 4,778 12234 8073 4922 10 552
Other net current liabilities 191) M3) (304} [158] 118) [274)
Net debt [2877) 2013) (4 890) (1963] [2303] 14 264]
Qther non-current iabilikes S (i8] 113) (5] 140 [45]
Jomt ventures and funds net assets 2634 2463
EPRA net assets 7.027 7,027 5967 5,967
Nen-controlling nterest? an
EPRA adjustments? (281) {280]
IFRS net assets? 117 5,687
EPRA NAV per share 4688p 5%6p

1 Includes European portfolio of £89 million and UK porifolio of £11 951 million

2 The EPRAnet assel figures are presented after ebmination of HUT non-centrolling interest

3 EPRAnet assets exclude the mark-to-market on effective cash flow hedges and related debt adjustments as well as deferred taxation on revaluations
It also includes trading properties at fair value and 1s diuted for the impact of share optians
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The 15 4% increase in EPRA NAV reflects the

8 3% valuation increase and 15 spread almost
equally across developments offices and retail
and evenly split between the impact of our
actions and yield compression Standing
investment delivered 7% uplift developrment
21% The robust NAV growth and increase

in the dvidend in the year have translated into
a strong total accounting return for the year
ended 31 March 2014 of 20 0%

NET DEBT AND FINANCING

Our balance sheet metrics remain strong
Net debt [EPRA] at 31 March 2014 was

£2 9 billion for the Group and £4 % bitlion
including our share of joint ventures and
funds The principal value of gross debt
excluding cash, short-ierm deposits and
liguid investments was £3 0 billion for the
Group and £5 2 itlion on a proportionally
consalidated basis The strength of the
Group s balance sheet has been reflected
in British Land s senior unsecured credit
rating which remains rated by Fitch at A-

Our weighted average interest rate at 4 1%

on a proportionally consolidated basis, i1s lower
than the previous year s 4 6% and 4 2% at

30 September 2013 Average debt maturity
has decreased from the prior year s 99 years,
In part due to cur choosing to draw on lower
cost faolies which are towards the end of
their agreed terms The proportionally
consolidated LTV held at 40% at 31 March 2014
[40% at 31 March 20i3] at the bottom of our
£0to 50% range

FINANCING STATISTICS

We continue to achieve attractive financings
which improve Liquidhty We have raised over

£1 5 billon of debt finance i the last 12 months
on competitive terms from a broad range of
sources, adding further flexibility and term to
our already strong and well diversified debt
portfolio Most recently, in April 2014, we signed
a£785 milion unsecured revolving credit
facility with a syndicate of 14 banks at an initial
margwn of 115 bps per annum The facility has a
maturity of five years which may be extended to
a maximum of seven years on our request, and
on each bank s approval for its participation

At the end of March 2014, we drew down as
scheduled on the 12-year, £200 millon USPP
fixed rate notes, swapped to an eifective floating
rate of 103 bps per annum over LIBOR, which
we had signed in August 2013 In May 2013 we
signed a £310 million unsecured revolving credit
facility, with aninitial margin of 135 bps per
annum All these unsecured borrowings
include our standard financial cavenants

British Land has £2 &6 billion of committed
banking facdities including the £785 million
facility signed in Apnil 2014, and £142 million
of cash and shart-term deposits Of these
facilities £2 3 billion have maturities of
more than two years

We continue to manage our interest rate
exposure tn accordance with aur policy, and
currently an average 73% of projected net

debt [including cur share of joint ventures

and funds) over the next five years s fixed

This significantly mitigates the potential impact
of iIncreasing interest rates, while retaining
valuable flexibibity

Full-yeartc 31 March 2014

EPRA net debt!

Princepal value of gross debt!

Loan te value?

Weighted average interest rate of drawn debt
Interest cover®

Weighted average debt maturity

Prapertionally

Group consolidated
£2877m £4,890m
£2 990m £5,198m

29% 40%

35% 41%

32 25
8 2years 8 7 years

1 Group EPRA net debt and principal value of gross debt presented after elimination of HUT non-controlling interest

2 Debt lo property and investments
3 Underlying profit befare interest and tax/net interest

PERFORMANCE REVIEW

ACCOUNTING JUDGEMENTS

In preparing these financial statements,
the key accounting judgement retates

to the carrying value of the properties and
investments, which are stated at fair value
The Group uses external professional
valuers to determine the relevant amounts
The primary source of evidence for property
valuations should be recent comparable
market transactions on an arms-length
basis However, the valuation of the Group s
property portfolio 1s iInherently subjeciive,
as it 1s made on the basis of assumptions
made by the valuers which may not prove
to be accurate

REIT status the Company has elected for
REIT status To continue to benefit from

this regime the Group 1s required to comply
with certain conditions as defined in the
REIT legislation Management intends that
the Group should continue as a REIT for the
foreseeable future

Accounting for joint ventures and funds

an assessment 1s required to determine

the degree of control or influence the Group
exercises and the form of any control to
ensure that financial statement treatment

1s appropriate Interest inthe Group s joint
ventures 1s commonly driven by the terms

of the partnership agreements which ensure
that controlis shared between the partners
These are accounted for under the equity
method whereby the consolidated balance
sheet incorporates the Group s share of the
net assets of Its joint ventures and associates
The consolidated income statement
incorporates the Group s share of joint
venture and asscciate profits after tax

upon elimination of upstream transactions

Accounting for transactions property
transactions are complex in nature and

can be material to the financial statements
Assessment Is required to determine the
most appropriate accounting treatment of
assets acquired and of potential contractual
arrangements in the legal documents

for both acguisitions and disposals
Management consider each transaction
separately and, when considered appropriate
seek Independent accounting advice

Lucinda Bell
Finance Director
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PERFORMANCE REVIEW

FINANCIAL POLICIES AND PRINCIPLES

We focus on having sufficient
competitively priced and flexible
borrowings available to deliver
our property strategy

DEBT FINANCE

The scale of our business combined with the
guality security and stablity of our rental
income means that we are attractive to a broad
range of debt providers and able to arrange
finance on attractive terms Good access

to the capital and debt markets 1s a competitive
advantage, both reducing our cost of funding
and allowing us to take opportunities when
they arise

Debt financing involves risk from adverse
changes in the property and linancing markets
In arranging and monitoring our financing we
include important risk disciplines, ensuring
that relevant risks are fully evaluated and
managed We choose the appropriate gearing
level and follew five guiding principles
explained on the epposite page that govern

the way we structure and manage our debt

Managing risk
< P34-4t

GEARING

In deciding our gearing level we weigh up the
potential iIncreased returns obtainzble from
greater leverage [through borrowing to buy
propertyl against the risks of having more
debt We use a loan to value ratio [debt as

a percentage of the value of our assets, LTV)
to measure our gearing and settle onan
LTVrange which reflects the strength of our
operational business and reliability of cash
flows, where we are comfortable that overall
returns will be enhanced without exposing
the Group to undue risk

Our preferred LTV range 1s between 40% and
50% an a proportionally consolidated basis

1 e including cur share of joint ventures and
funds At 31 March 2014, this ratio was 40%
From time to time we may fall below this

as a result of phasing of recycling activity or
valuation Increases we would not increase
leverage as a result of market improvements
In investrment yields

Overall and subject to transaction activity,

we aim to manage the level of gearing over the
property cycle such thai when values are rising
from the low part of the cycle, LTVwillbe ata
higher levelin the range, while when values are
around the high pornt of the cycle, LTV will be

in the lower level of the range Itis in the nature
of real estate that transactions are often large
In size which can cause significant movements
In LTV within our range

We leverage our scale through joint ventures
and funds which are financed wath debt

in secuntisations and leans which are non-
recourse to British Land In doing so, the LTV
at 40% on a proportionally consolidated basis
i1s lugher than the Group measure for cur
unsecured lenders, which 1s around 30%
Accordingly we can operate with a higher level
of gearing on a proportionally consolidated
basis withgut putting pressure on the British
L.and credit profile

GROUP BORROWINGS

Unsecured financing for the Group 1s raised
through bilateral and syndicated unsecured
revelving bank facilities most with terms of five
years US Private Placernents with maturities
up to 2027, and the convertible bond maturing
in 2017

Secured debt 1s provided by debentures with
longer maturiies up to 2035 at fixed rates
of interest

Unsecured borrowings
The same unsecured financial covenanis apply
across each of the Group s unsecured facilities

These covenants, which have been consistently
agreed with all unsecured lenders since 2003
are

= Net Borrowings not tc exceed 175%
of Adjusted Capital and Reserves and

= NetUnsecured Borrowings not to
exceed 70% of Unencumbered Assets

COVENANT RATIO

2000 2011 2012 2013 2014
At31 March % % % % %
Net borrowings 37 36 44 k1l 40
lo adjusted
capitaland
reserves'

Net unsecured 14 25 34 23 H
borrowings to

unencumbered

assets?

Highest during the year to 31 March 2014
1 43% and
2 3%

No income/interest cover ratios apply to these
faclities, and there are no other unsecured
debt financial covenants in the Group

The Unencumbered Assets of the Group not
subject to any security stood at £5 1 billon as
at 31 March 2014

Although secured assets are excluded from
Unencumbered Assets for the covenant
calculations, unsecured lenders henefit from
the surplus value of these assets above the
related debt and the free cash flow from them
During the year ended 31 March 2014 these
assetis generated £44 milkon of surplus cash
after payment of interest  [n addition, while
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investments in joint ventures do not form part
of Unencumbered Assets, our share of profits
generated by these ventures are regularly
passed up fo the Group

Secured borrowings

Secured debtwith recourse to British Land 1s
provided by debentures at fixed interest rates
with long maturities and no amorisation
These are secured against a single combined
pool of assets with common covenants, the
value of those assets 1s required to cover the
amount of these debentures by a mimmum of
15 times and net rental income must cover the
Interest at least once We use our rights under
the debentures to withdraw, substitute or add
properties [or cash collateral] in the security
pool, in erder to manage these cover ratios
effectively and deal with any asset sales

Debentures without recourse to British Land
and secured by specific properties comprise
two fixed rate debentures of £73 million in total

Borrowings in cur joint ventures and funds
Our joint ventures and funds are each financed
In ring-fenced structures without recourse to
British Land for repayment and secured on the
assets of the relevani entity, where gearing can
often be satisfactorily maintained at a higher
level than Group debt

External debt for these entities has been
arranged through long dated securitisations
or bank debt, according to the requirements
of the business of each venture

Hercules Unit Trust has term loan facilities
maturing in calendar years 2016 and 2017
arranged for its business and secured on its
praoperty portfolios, without recourse to British
Land These loans include value and income
based covenants

The securitisations of the Broadgate Estate
{£1,765 million], Meadowhall (E747 mullion)

and the Sainsbury s Superstores portfolio
{(£582 million], have weighted average
maturittes of 13 3years 11 byears,andB8 0
years respectively The only financial cevenant
applicable to these securitisations s that
incame must cover interest and scheduled
amortisation [1 tmes], there are no loan to
value covenants These securitisations provide
for quarterly principat repayments with the
balance outstanding reducing to approximately
20% to 30% of the original amount raised

by expected final maturity thus mitigating
refinancing risk

Other debt arrangernents with banks and
other lenders include loan to value ratio
covenants with levels ranging from 40% to
90% and maost have rental income to interest
or debt service cover requirements There

15 no obligation on British Land to remedy any
breach of these covenants and any remedy
needed would be considered by the parties
on a case-by-case basis




OUR FIVE GUIDING PRINCIPLES

DIVERSIFY
QUR SOURCES
OF FINANCE

MAINTAIN
LIQUIDITY

EXTEND AND
STRETCH
MATURITY
OF DEBT
PORTFOLIO

MAINTAIN
FLEXIBILITY

MAINTAIN
STRONG
BALANCE
SHEET METRICS

We monitor the finance markets and seek to access
different types of finance when the relevant market
conditions are favourable to meet the needs of our business
The scale and qualty of the Group s business enables

us to access a broad range of secured and unsecured,
recourse and non-recourse debt We arrange our finance
across different types of debt to meet our own and, where
appropriate, our partner s needs

We emjoy and encourage long-term relationships with banks
and debt tnvestors We aim to avaid reliance on particular
sources of funds and borraw from a large number of
lenders from different sectors in the market and a range

of geographical areas, with a tatal of 41 debt providers

In addition to our drawn term debt, we aum always to have

a good level of undrawn, committed, unsecured revolving
bank facilities These facilities provide financial iquidity,
reduce the nead to hold resources in cash and deposits,
and mimimise costs arising fram the ditference between
borrowing and deposit rates while reducing credit exposure
We arrange these revolving credit faciliies in excess

of cur commutted and expected requirements to ensure

The maturity profile of our debt 1s managed by spreading
the repayrment dates and extending or renewing facilities
We monitor the various debt markets so that we have the
ability to act quickly to arrange new finance as opportunities
arise Maturities of different types of debt are well spread,
taking into account term debt and undrawn revolving
faciliies reducing our refinancing risk in respect of iming
and market conditions As a result of our financing activity

We negotiate flexibility into our debt facilities to support the
operatians of our business across invesiment, development
and asset management Our bank revolving credit facilities
provide full flexibility of drawing and repayment (and
cancellation If we require) at short notice withoui additional
cost These are arranged with standard terms and financial
covenants and are cornrmitted for terms of generally five
years Operaticnal flexibility 1s maintained with our

British Land s operational metrics are strong The strength
of our property portfolio 1s emphasised by the quality of our
cash flows high occupancy (96 1%) the in-built growth of our
portfolio (28 9% wath fixed or RPI Linked uplifts] low levels

of lease expiries over the next three years (12 4% of income),
and managed levels of development risk [with £64 2 million
already contracted future ncome from pre-lets}

The strength of our debt portfolio and low refinancing risk
1s tustrated by the range of debt matunities the diversified
paol of finance canfirming our avoidance of reliance on

PERFORMANCE REVIEW

of bank facilities and private placements alone We also
aim to ensure that potential debt providers understand our
business and we adopt a transparent approach so that
lenders can understand the tevel of ther exposure within
the overall context of the Group These factors increase our
attractiveness to debt providers, and since 1 April 2011 we
have arranged £4 billion (British Land share £3 5 bitlion) of
new finance in unsecured and secured bank loan facilities,
US Private Placements and convertible bonds

TOTAL DEBT PORTFOLIO

£7.2bn

we have adeguate financing availability to support business
requirements and cpportunities

UNDRAWN COMMITTED FACILITIES

£2.0bn

we are comiortably ahead of our preferred two year
re-financing date horizon The range of debt maturities
15 one to 21 years

AVERAGE DEBT MATURITY

8.7 years

combination of this unsecured revolving debt and secured
term debt with good substitution rights, where we have
the ability to move assets in and out of our debentures

REVOLVING CREDIT FACILITIES

£2.6bn

single debt sources our efficiency with a weighted average
interest rate of £ 1% our interest cover of 2 5 times
proportionally consolidated our use of non-recourse debt,
and the aperational flexsbility supported by our continued
success at raising debt at competitive prices

LTV (PROPORTIONALLY CONSOQLIDATED])

40%
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PERFORMANCE REVIEW

FINANCIAL POLICIES AND PRINCIPLES

CONTINUED

MONITORING AND CONTROLLING

OUR DEBT

We moniter our prejected LTV and our debt
requiremnent using several key internally
generated reports focused princtpally on
borrowing levels, debt maturity covenant
headroom and interest rate exposure We also
undertake sensitmty analysis to assess the
impact of proposed transactions, movernents
innterest rates and changes in property
values onthe key balance sheet Liguidity

and profitability ratios

In assessing our ongoing debt requirements,
including those of our developmeni
programme, we consider potential downside
scenarios such as an unexpected fall in
valuations and the effect that might have

on our covenants

MANAGING INTEREST RATE EXPOSURE

We manage our Interest rate risk independently
from cur debt The Board setsan appropriate
maximum level of sensitivity of underlying
earnings and cash flaws to mavements in
market rates of interest over a rotling five-

year period The proportion of fixed rate

debt required to remain within the target
sensitivity varies with the levels of gearing

and Interest cover

Our debt finance is raised at both fixed and
variable rates Derwatives [primarily interest
rate swaps) are used to achieve the desired
interest rate profite across proportionally
consolidated net debt Currently 73% of
projected net debt [including cur share

of joint ventures and funds] 1s at fixed

rate aver the five year policy ime period

The use of dervatives s managed by a
Derivatives Commuttee The interest rate
management of joint ventures and funds

1s addressed by each entity for its business

COUNTERPARTIES

We monitor the credit standing of cur
counterparties te minimise our risk expoasure
1n respect of placing cash deposits and
derivatives Regular reviews are made of the
external credit ratings of the counterparties

FOREIGN CURRENCY

Qur policy 1s to have no matemal unhedged
net assets or labilities denominated in foreign
currencies

When attractive terms are available, the
Group may choese to borrow in freely avalable
currencies other than sterling, and will fully
hedge the foreign currency exposure

TAX

British Land 1s a Real Estate Investment Trust
[REIT] and does not pay tax on its property
Income or gains on property sales, prowided
that we distnibute as a dwvidend at least 90%

of our property income to shareholders,
which becomes taxable in their hands

In addition, we have to meet certain conditions
such as ensuring our property rental business
represents more than 75% of our total profits
and assets We are subject to tax on overseas
properties depending on the requirermnents

of each jurisdiction Any UK income that
does not qualify as property income within

the REIT rules [such as fees and interest]

1s subject to tax in the normal way We also
collect VAT and withholding tax on the
dividends as well as employment taxes

on behalf of HMRC

We administer the tax compliance for 466
companies covering Group and joint ventures
and funds [377 UK companies and 8% overseas
companies), details of which are shown in our
annual return filed with Companies House

on 28 February 2014

HMRC continue to award us a Low Risk tax
rating which s in part a reflection of our REIT
status together with our transparent approach
where we keep them informed Alsc, we
maintain a regular dialogue with HMRC and,
in complex areas where there 1sa range

of ways in which a transaction could be
undertaken we seek clearance from HMRC
for what we do We also discuss with HMRC
potential or proposed changes in the taxation
system that might affect us particularly
those retating to REIT legislation

in the year to 31 March 2014, British Land pad
and collected more than £200 midlion across
all taxes to HMRC
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GOVERNANCE AND
REMUNERATION

Chairman s governance review
Our governance structure
Board of Directors
Governance review
Report of the Audit Commiitee
Report of the Nomination Committee
Remuneration Report
Rermuneration Policy
Remuneration Implementation Report
Additional disclosures

The sections from Strategic Report to Governance
and Remuneration make up the Directors Report
for the purposes of the Campantes Act 2006
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GOVERNANCE AND REMUNERATION

CHAIRMAN'S GOVERNANCE REVIEW

DEAR SHAREHOLDER,
Welcome to the Corporate
Governance section of our
Annual Report

This Annual Repart marks the end of my

first full-year as Chairman of British Land
During the year | have visited a wide range

of the Company s assets and developments,
including the Grade A office space of the
Leadenhall Bullding scheduled to achieve
practical completion in mid-2014, and the
opening of Whiteley Shopping witnessing

our vision of next generation retail come to Ufe
| have also had the opportunity to meetwith a
number of our major shareholders to discuss
British Land s performance, strategy and
objectives and take en board their comments

The Beard has continued to apply good
governance practices throughcut the year
operating in compliznce with the UK Corporate
Governance Code [the Code] and embracing the
changes to the Code that have come into force,
including stating the Board s Diversity Policy
(page 79], enhanced disclosures in the

Report of the Audit Commuttee [page 74) and
confirmation from the Board that they believe
that this Annual Report s fair balanced and
understandable The process undertaken to
enable the Board to provide this confirmation
to shareholders 1s described in the
Accountability section, on page 71

This year s Remuneraticn Report has been
prepared in accordance with new regulations
and includes a specific statement of our
Remuneration Policy, which will be presented
to shareholders for approval at the 2014 AGM
We have endeavoured to provide a ciear and
in-depth description of our approach te
Directors remuneration and explain how the
different elements are carefully designed to
support our strategic objectives and reward
performance that will benefit shareholders
overthe long-term

Good governance i1s about much maore

than sitting 1n a boardroom While the

Chief Executive and Executive Directors take
responsibility for day-to-day management,
the entire Board must have sufficient
engagement with the business to allow

us to lead the Company with an in-depth
understanding of its strengths and
capabilities, and the challenges it faces
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Delegation of responsibiliies to Board-level
and Management Committees within our
governance structure ensures that the Beard
has sufficient oversight of all key aspects of
the business with well-established reporting
lines allowing all necessary information

to flow from the Committees tc the Board

Cur governance framework and each
Committee s responsibilities are regularly
reviewed to monitor their effectiveness, and
improvements are made as necessary to meet
the changing reguirements of the Company
The financial year ended 31 March 2013 saw
the establishment of the Risk Commuittee,
reperting into the Audit Committee, with the
specific rernit of focusing on the management
of strategic and cperationat risk This year,

a new management committee the Operations
Commuttee, has been formed to improve the
flow of information between the Executive
Committee and the wider Company, to
improve the strategic and tactical decisions
that are made

The design of our governance structure
ensures that the right pecple have access to
the right information Internally this means
that matters can be discussed and agreed

st the appropriate level of the business

in the appropriate level of detall, allowing the
business to operate with maximurn efficiency
Stringent systems of control are in place to
ensure that decisions are taken by people with
the appropriate authority to do so, and that all
relevant information is reported to the Board

Major decisions taken by the Beard during

the year include the acquisition of the majority
of Paddington Central which mcreased our
exposure to London and replerished our
development pipeline and the sale of our stake
in Puerto Venecia Zaragoza, a significant part
of our exit from Eurcpe — beth of which are
fully aligned with the Company s strategy

[tis essential that our strategy s understood
throughout the Company, to enable our people
towork tc source and deiver opportunities
such as these Manthly Company meetings
presented by Executive Directors and senior
executives, tailored training sessiens and an
annual Company conference are all used to
share our vision and objectives with employees




These opportunities are also used to seek
employees 1deas and feedback which help
the Beoard further develop the Company vision
and improve the running of the business

We re proud to emplay highly-skilled individuals
throughoui British Land, with the competencies
and expertise necessary to implement the
Board s strategy to its maximum effect During
the year a number of imiiatives have been
implemented which focus on developing and
growing tatent within the Company detailed

in the Report of the Nemination Commuttee

on page 81 This 1s particularly important from
the perspective of succession planning, as

the Board and Nomination Cormrittee identify
people with the potential to fill Board, semor
executive and executive vacancies which may
arise in the future

Externally our governance structure facilitates
open, two-way dialoque with shareholders
This 1s another key element In the successiul
development of our vision sharehotder views
and preferences set the boundaries in which
the Board constructs strategy Conversation
with shareholders i1s ongoing throughout the
year and shareholder views are conveyed to
the Board as awhole The Executive Directors
regularly communicate with iInvestors through
meetings and conference calls, with the Chief
Executive relaying shareholder opinions back
to the full Board both positive and negative
Together with the rest of the Board, | look
forward to addressing shareholders at the
AGM and responding to any comments

or questicns they may have in persan

The AGM also presents an opportunity for

all shareholders to meet Tim Score who

was appointed a Non-Executive Director

of British Land on 20 March 2014 Detads

of Tim Scere s appointment process can

be found in the Report of the Normination
Commitiee on page 80

Communication with other key stakeholders

1s another important aspect of our governance
framework This includes maintaining a regular
and open dialogue with our lenders to help

us understand their appetite and investment
criteria and building close relationships

with cur occupiers to develop a deeper
understanding of their requirements This
accumnulation of knowledge and expenence

1s fundamental if we are to create places people
prefer and meet our objective of generating
long-term sustainable total returns for our
shareholders

On a final note, Tony Braine, who has been with
British Land since 1987 and has been Group
Secretary since 1995 will be retiring in July
2014 The Board wishes Tony a long and happy
retiremnent with sincere thanks for his support
and diligent service over the years

John Gildersleeve
Non-Executive Chairman
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GOVERNANCE ANT REMUNERATION

OUR GOVERNANCE STRUCTURE

THE BOARD

BOARD-LEVEL COMMITTEES

MANAGEMENT COMMITTEES

THE BOARD

Develops strategy and leads British Land to achieve long-term success

Comprises the Chairman the Chief Executive sixindependent Non-Executive Directors and three

further Executwe Directors

The Board delegates certain respongibilities to Board-level and Management Committees Defined
terms of reference for Board-level Commiitees formal documentation of powers delegated to Executive
Directors and clear reporting ines ensure that the Board receives all relevant information about the
business and that decisions are made by people at the right level with the authority to do so

Board biographies Business model
- < P14-15

P66-67
I

Delivering our strategy
< P30-35

/\

T

/\

Reports on activities to the Board

Reports on activities to the Board

AUDIT COMMITTEE

1 |REMUNERATIONCDMMITTEE

Oversight of financial and narrative
reporting, Internal control, risk
management systems, internal

and external audit processes
Comprises independent Non-Executive Directors

Tim Scere ([Commuttee Chairmanl Aubrey Adams
and Simon Borrows

Report of the Audit Committee
P7.-78

m Terms of Reference

www britishland com/about-us/
governance/commuittees

\

Sets the remuneration of the
Chairman, Chief Executive and
Executive Directors

Compnrises independent Nen-Executive Directers

Lord Turnbull [Commuttee Chairman] Oide Harding
and Willam Jackson

Remuneration Report
P82-107

m Terms of Reference
www britishland com/about-us/
governance/commitiees

Blannual reportstothe
Audit Carmmuttee

Supports the
Executive Commuttee

RISK COMMITTEE

| I OPERATIONS COMMITTEE

Manages strategic and operational
risk in achieving the Company s
performance goals

Comprises Executive Directors
Chaired by Lucinda Bell

&« Managing risk in delivertng our strategy
P356-37

Principal risks
< P38-41
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Supports the Executive Committee
with operational matters

Comprises Executive Commitiee members
and senior individuals who head specific
funciions within the Retail Offices Investment
Development Finance Residential Strategy
Investor Relations Corporate Communications
and Information Systems departments
Chaired by Chnis Grigg




—

/\

Reports on acimities to the Board

NOMINATION COMMITTEE

Leads the process for Board
appointments and evaluates
composition of the Board

Compnises the Chairman John Gildersleeve
[Committee Chairman) and independent

Non-Executive Directors Lord Turnbulland
[:do Harding

Report of the Nomination Committee
P79-81

m Terms of Reference
www britishland com/about-us/
governancefcommittees

GOVERNANCE AND REMUNERATION

N Responsibilities of the Board and
Management Committees are outlned
on the following pages

/\

/\

/\

Cheef Executive presents a regular Management
Report on Management s activities to the Board

Recormmends transactions
for Board approval

Presents quarterly CR updates to the Board, plus
an annual review of CR strategy

‘ EXECUTIVE COMMITTEE

| IRIVESTMENT COMMITTEE

| | CORPORATE RESPONSIBILITY COMMITTEE

Deals with the ongoing management
of the Group

Comprises Executive Directors and five senior
executives Nigel Webb Head of Developments
Jean Marc Vandevivere Head of Residential
Simen Carter Head of Strategy Tony Braine
Group Secretary and Joif Sharpe Human
Resources Director

Chaired by Chris Grigg

Executive Commuttee biographies
www hntishland com/about-us/
leadershep/executive-committee

Reviews and approves capital
transactions

Comprises Executive Directors
Chaired by Chnis Grigg

Attended by senior executives from the Executive
Committee and the executives responsible for the
transaction under consideration

Investment Sticking to our strategy
> P&3

Acts as a custodian for corporate
responsibility strategy

Comprises Lucinda Bell Committee Chair and
four executives with defined areas of responsibility
Justin Snoxall Head of Business Group
responsible for our managed portfolio and
reporting Sarah Cary Sustainable Developments
Executive respensible for developments,

Anna Devlet Head of Cammunity responsible

for our community programme  and Helen Wyeth
Group Reperting Manager responsible for
financal cantrol

Corporate responsibility at British Land
< P42

m www britishland com/responsibility

The British Land Company PLC Annual Report and Accounts 2014
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GOVERNANCE AND REMUNERATION

OUR GOVERNANCE STRUCTURE
CONTINUED

OVERVIEW OF RESPONSIBILITIES OF THE BOARD

THE BOARD

| ITHE CHAIRMAN

‘ | NON-EXECUTIVE DIRECTORS

* The Board develops British Land s
strategy and leads the Company with
the aim of achieving long-term success

The Board determines the nature
and extent of the sigrificant risks
it s willing to take in achieving its
strategic objectives

The Board establishes conirol
mechanisms to ensure that the
business is effectively managed

The Board presents an accurate
representation of the Company s
performance and future plans to
shareholders in a way that is fair
balanced and understandable,
and ensures that a satisfactory
level of dialogue with shareholders
takes place

* Non-Executive Directors work with and
challenge the Executive Directors in the
development of the Company s strategy

The Chairman leads the Board and
ensures that it operates effectively,

this includes setting appropriate agendas
for Board meetings and ensuring that

= Non-Executive Directors pravide an
all matters are given due consideration

independent, external perspective on the
business and contribute a broad range
of experience and expertise to the Board

The Chairman maintams a culture of
openness and debate in the beardroom

and builds constructive relationships
between Executive and Non-Executive -
Directors to allow in-depth discussion

to take place with participation fram

all Directors

= Board-level Committees, each of
which has been delegaied specific
responsibilities by the Board and
operates in accordance with defined
terms of reference, are formed

The Chairman ensures effective dialogue of Non-Executive Directors

takes place between shareholders

and the Board with the full Board being

made aware of shareholder views

| THE CHIEF EXECUTIVE AND EXECUTIVE DIRECTORS

= The Chief Executive I1s responsible for the
day-to-day management of the business
and for ensuring that the Board s strategy
1s implemented

The management of the business is
undertaken by the Chief Executive and
the Executive Directors, exercising
powers delegated to them by the Board

= Executive Directors areas of
responsihility within the business
are shown below

Certain decisions may be made by the
Executive Directors, or by the Management
Committees on which they sit

The Chief Executive and Executive Directors
are responsible for updating the Board and
Board-level Commuttees cn the overall
perfermance of the Company and on specific
aspects of the business as required

Communications
Public affairs
Human resources

Investor relations
Corporate respensibility
Health and safety

CHRIS GRIGG LUCINDA BELL CHARLES MAUDSLEY TIMROBERTS
= Corporate performance = Finance = Retal portfolio = Office portfolio
= {mplementing strategy » Risk s Lersure portfolio * Residental portfolio

= Investments = [nvestments
= Developments = Developments
= Property performance = Property performance

v

b4

v v V
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OVERVIEW OF MANAGEMENT COMMITTEES

Executive Committee

The Executive Committee generally meets
twice each month and its purpose Is to deal
with the ongoing management of the Group

The Cammuitee considers day-to-day
operational matters for running the business
and reviews the performance of the Group s
assets and development programme
Internal pracedures and cost control are

also considered by the Committee

Matters are often considered and discussed
by the Executive Commuttee before being
recommended to the Board or Board-levet
Commmittees for approval in accordance
with the schedule of delegated authorities
Principal matters relating to planning
directing and controlling actmities are
reserved for Board approval

The Commuttee receves and reviews reporis
fram across the business and discusses
emerging trends These reports include

key performance metrics for Retail Qffices,
Residential, Leisure and Finance

Operations Committee

The Operations Committee was established
during the year and now meets at least
quarterly to assist the Executive Commitiee
with operational matters arising in the day-
to-day management of the bustness

The Operations Commuttee forms a ink
between the Executive Commuttee and wider
teams of employees at British Land Heads
oi business functions are members of the
Operations Commiitee and act as conduits
for infarmation between their teams and the
Executive Committee members This helps
increase the flow of information throughout
the Company (both upwards and downwards]
to improve overall understanding of the
business and the reasaning behind

and impacts of the sirategic and tacuical
decisions that are taken

Risk Committee

The Risk Commitiee meets at least quarterly
and reports to the Audit Committee twice
ayear

The Committee manages strategic and
operational risk in achieving the Company s
perfaormance goals and recommends
appropriate risk appetite levels to the Board

The Committee manitors the Company s
risk exposure against the Beoard s target risk
appetiie and reviews the effeciive operation
of sk management processes, including
risk identification, monitoring and mitigation

Health and Safety Committee

A Health and Safety Committee, compnising
staff with relevant responsibilities from across
the business and chaired by Lucinda Bell
meets quarterly to review performance against
targets and drive forward actions in pursuit

of the Company s health and safety goals The
Health and Safety Committee reparts health
and safety performance to the Risk Commitiee
and contributes to the Managernent Report to
the Board

Investment Committee

The Investment Committee meets as required
to review, approve or recommend capital
transactions

= acquesition and disposal of assets

= investment in other companies partnerships
and joint ventures and

= proposed capital expenditure above
£20 million

Major transactions require approval of the
Board following the initial recommendation

for approval by the Investment Cormmuiitee 1n
accordance with the approval Limits established
by the Board

Other formal Board approvals may also be
required, for example for proposed joint venture
expenditure

The British Land Company PLC Annual Report and Accounts 2014
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P Our Board and Commuttee structure
1s detailed on the previous page

Corporate Responsibility Committee

The Corporate Responsibility (CR) Cornmittee
provides quarterly updates on CR to the Board,
alongside an annual review of CR strategy
During the year Lucinda Bell was appointed

as Chair of the Committee

The Commiitee acts as a custodian for

CR strategy reviewing performance and
monitoring progress agawnst targeis and key
intiatives The Commuitiee assesses emerging
social, envirenmental and ethical 1ssues to
determine whether a response Is required
and cansiders social enviranmental and
governancerisks and the mitigating actions
that are in place The Cormnmittee also reviews
CR communications actmty Any proposed
changesn CR strategy are presented

to the Executive Committee for approval

Corporate Responsibility Panel

A separate Corporate Responsibility Panel,
comprising four independent experts and
chaired by Chris Grigg meets twice annually
alongside relevant internal representatives
from Briish Land The Panel recewes

and provides expert comment on emerging
sacial, environmental and ethical 1ssues

and challenges British Land s CR strategy
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GOVERNANCE AND REMUNERATION

BOARD OF DIRECTORS

AUBREY ADAMS
Non-Executive Director

Appointment to the Board Aubreywas
appointed a Non-Executive Dhrector of the
Company in September 2008

Committee membership Audit Committee

External appointments Aubreyis Head of
Property within RBS s Global Restructuring
Group and Non-Executive Chairman of

Max Praperty Group PLC He s Chairman
of the Board of Trustees of Wigmare Hall

Previous experience Until May 2008,
Aubrey was Chief Executive of Savills PLC
He was formerly a Non-Executive Director
of Pinnacle Regeneration Group Limited
Senior independent Director of Associated
British Ports PLC Non-Execuiive Chairman
of Unitech Corperate Parks PLC and
Non-Executive Chairman of Air Partner PLC

WILLIAM JACKSON
Non-Executive Director

Appointment to the Board Willam was
appointed a Non-Executive Director of the
Company i Apnil 2011

Committee membership Remuneration
Commutiee

External appointments William i1s Managing
Partner of Bridgepoint a leading private equity
firrn William has served on a number of
Bridgepoint partfolio Boards He is currently
Chairman of Pret A Manger and President of
Dorna Sports SL

Previous experience William began his
career in NatWest s investment banking arm
befare working extensively on private equity
transactions in Europe He was appointed
Managing Partrer of Bridgepoint, formerly
NatWest Equity Partners, in 2001

LUCINDABELL
Finance Director

Appointment to the Board Lucinda joined the
Executive Commmittee in 2010 joined the Board
in March 2011 and became Finance Director
(n May 2011

Committee membership Executive
Cormmittee Investrment Committee Operations
Committee and Chair of the Risk Commuttee
and Corporate Responsibility Commuttee

Previous experience Lucinda 1s a Chartered
Accountant wath over 20 years of industry
experience She has held a range of roles
in real estate finance including Director of
Financial Planrming Tax Director and Head
of Accounting [with HR responsibility fora
quarter of the Company s people) In 2006
she was the only company representative
onthe HM Treasury appointed working
party which designed the successful
implementation of the REIT reqime

CHARLES MAUDSLEY
Head of Retail and Leisure

Appointment to the Board Charles joined the
Board in February 2010 He has responsibility
for the Retailand Leisure sectors of the
Company s portiolio

Committee membership Executive
Commitiee Investment Committee, Operations
Committee and Risk Committee

Previous experience Charles joined British
Land from LaSalle Investment Management
where he was Co-Head of Europe, Managing
Director of the UK business, a member of the
Management Beard and an International
Director Prior to joning LaSalle he was with
AXA Real Estate Investment Managers for
seven years where he was Head of Real Estate
Fund Managerment in the UK
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SIMON BORROWS
Non-Executive Director

Appointment to the Board Simenwas
appeinted a Non-Executive Director of the
Cempany 1n March 2011

Commuittee membership Audit Committee

External appointments Simon s Chief
Executive of 31 Group plc and a Non-Executive
Director of Inchcape plc

Previous experience Before joining 31 Simon
worked for 28 years in the banking and finance
industry, most recently as Chairman of
Greenhilt & Co International LLP, having
previously served as Co-Chief Executive Officer
of the firm and Co-President Prierto Greenhsll,
Sirnon held the position of Chief Executive
Officer of Baring Brothers International Limited,
the corporate finance division of ING Barings

TIMROBERTS
Head of Offices and Residential

Appaintment to the Board Tim was appointed
to the Executive Committee in August 2005
and elected as an Executive Director in July
2006 He has responsbility for the Otfice and
Residential sectors of the Company s portfolio

Commuttee membership Executive
Commuttee, Investment Committee
Operations Commuttee and Risk Committee

External appointments Tim s a Trustee
and Board Member of LandAid the property
industry charity

Previous experience Before joining Brijish
Land in 1997 Tim was a partner at Drivers
Jonas in the Investment Agency team




JOHN GILDERSLEEVE
Non-Executive Chairman

Appointment to the Board John hecamea
Non-Executive Director in Septernber 2008
He was Senior Independent Director from
Novernber 2010 until he was appointed
Chairman of the Company on 1 January 2013

Comrmittee membership Chairman of the
Normination Committee

External appointments Johnis Deputy
Chairman of Carphone Warehouse Group PLC
and a Non-Executive Director of TalkTalk
Telecom Group PLC

Previous experience Until 2004, John

was a Director of Tesco ple He was formerly
Chairman of New Look Retail Group

Limited EM! Group, Gallaher Group and
Carphone Warehouse Group and was also

a Non-Executive Director of Lloyds TSB
Bank PLC and Vodafone Group

TIM SCORE
Non-Executive Director

Appointment to the Board Tim was appointed
a Non-Executive Director of the Company
on 20 March 2014

Cornmittee membership Chairman of the
Audit Committee

External appointments Tim s Chief Financial
Officer of ARM Holdings PLC & position he
has held since joining the company in 2002

Previous experience Prior to joining ARM, Tim
held senior financial positions at Rebus Group
Lirmited, William Baird plc Lucas Varity plc and
BTR plc From 2005t0 2014 Timwasa Non-
Executive Director of National Express Group
PLC He was Chairman of the Audit Committee
and also a member of the Remuneration and
Safety Cornmittees Timn was interim Chairman
of National Express from December 2008

to April 2009 and was Senior Independent
Director of National Express from 2008 to 2014

CHRIS GRIGG
Chief Executive

Appointment to the Board Chris joined British
Land as Chief Executive in January 2009

Commuttee membership Chairman of the
Exacutive Committee the Investrment
Cemmittee and the Operations Committee
and member of the Risk Committee

External appointments Chris 1sa member

of the Executive Board of EPRA, the European
Public Real Estate Association, a Non-
Executive Director of BAE Systems plc and

a Board member of the British Property
Federation

Previous experience Chris was Chief Executive
of Barclays Commercial Bank untit November
2008, having joined the bankin 2005 as Group
Treasurer Priorto Barclays, he held a broad
range of leadership positions at Goldman
Sachs, where his career spanned 20 years
rising te partner Chris held the position of
President of the British Property Federation

for the year ended July 2013

LORD TURNBULL
Senior Independent Director (SID)

Appointment to the Board Andrew was
appotnted a Non-Executive Director in April
2006 and became 510 in fanuary 2013

Committee membershup Nomination
Committee and Chairman of the Remuneration
Committee

External appointments Andrew s a
Non-Executive Director of Prudentiat PLE and
Frontier Ecanomics Ltd He entered the House
of Lords in 2005 as a Crossbench Life Peer

Previous experience Andrew retired as
Secretary of the Cabmet and Head of the Home
Civil Service in July 2005 He had previously
held the positions of Permanent Secretary of
HM Treasury and Permanent Secretary at the
Department of the Environment Andrew was
a Non-Executive Director of the Arup Group
from 2006-07 and Chairman of 8H Global
Lirmited for five years until January 2013

GOVERNANCE AND REMUNERATION

DIDO HARDING
Non-Executive Director

Appointment to the Board 0ido was apponted
a Non-Executive Cirector of the Company
in January 2010

Committee membership Remunearation
Committee and Namination Committee

External appointments Dido 1s Chief Executive
Officer of TalkTalk Telecom Group PLC and

1s also a trustee of chanty Go ON UK, which
aims to make the UK the most digitally skilled
nation in the world

Previous experience Prior to joining
TalkTalkin early 2010, D'do was Sainsbury s
Convenience Director and a member of
JSainshury plc s Cperating Board

Dido previously held sentor management
positions within Tesco ple Kingfisher Ple
and Thomas Cook Ltd

ANTHONY BRAINE
Group Secretary

Tony joined British Land in 1987 as Assistant
Secretary and became Group Secretary
In 1995 Heis retiring in July 2014

There are four additional members of the
Executive Commuttee that are not on the Beard,
please see the website for full information

Executive Committee biographies
www britishland com/about-us/leadership/
executive-committee
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GOVERNANCE AND REMUNERATION

GOVERNANCE REVIEW

The 2012 UK Corporate
Governance Code (the Code)
Is the standard against which
we were required to measure
ourselves during the year

This section of the Corporate
Governance Report outlines
how we have applied the Code’s
principles and provisions,

a copy of the Code 1s avallable
to view at www frc org uk

The Board considers that the
Company has fully complied
with the Code throughout the
year ended 31 March 2014

KEY ACTIVITIES OF THE BOARD 2013/14

LEADERSHIP

The Board s core responsibilities include setting
British Land s strategic aims and leading the
Company as it works to achieve these aims and
attain long-term, lasting success The Board
focuses on strategy throughout the year, the
annual Strategy Days, described in the box on
the facing page, provide a principal opportunity
todo this Progressagainst and the
appropriateness of, the agreed strategy are
considered at Board meetings during the year,
in light of Company performance and changes
to the external environment

To ensure that no one indwidual has
unfettered powers of decision, there 1s a
written division of responsibilities between
the Chairman [responsible for leading the
Board) and the Chief Executive [responsible
for runming the business), which has been
approved by the Board

Responsibilities of the Board
< Pé4

The Executive Directors, led by the Chief
Executive, are responsible for ensuring that the
business s run in accordance with the Board s
strategy The relatively small number of
employees at British Land means that the
Executive Directors are involved in, or aware

of, all major actvities of the Group - hence they
are extremely well placed to ensure that actions
are aligned with the Board s strategy Thisis
exemplified in the process by which investment
opportunities are appraised see Invesiment
sticking to our strategy on the facing page

Regular agenda items included

= Qutcomes of the Board Strategy Days
and feedback

= Reports of the activities of the Audit,
Remuneraticn and Nomination
Committees

» Chief Execuiive s Management Reports
quarterly updates on the business

= Updates on the partfolio, including
developments, acquisitions and disposals

= Updstes enfinancing
= Risk appetite

* Results of the Board performance
appraisal and feedback

* Reappaintment of Oirectors at the
2013 AGM

* Conflicts of interest

s Approval of year-end resulis the Annuat
Report and Accounts, the AGM Circular
and dividends

= Successicn planning

Key agenda items also considered
in the year included

= Acquisitions, including
- themajority of Paddington Central, and
- 50% of SouthGate Shopping Centre, Bath
* Sales including
- Puerto Venecia, Zaragoza

- Bon Accord and St Nicholas Shopping
Centre, Aberdeen, and

- Eastgate Shopping Centre, Basildon
* Financings of £15 billien
- USPrivate Placements and

- syndicated bank facilities including
£785 million revolving credit facility
signed in Apnl 2014

= Future-proofing the Retail portfolio
= Launch of Whiteley Shopping, Harmpshire
* Development pipeline

= Corporate responsibility

68 The British Land Company PLC Annual Report and Accounts 2014

The Board sets the parameters and controls

in which the Company s management may
aperate when undertaking the day-to-day
running of the business These controls ensure
that decisions are taken by people with the
correct authority to do so

The dwvision between major decisions reserved
for Board approval and other decisions
delegated to the Executive Directors 1s formally
documented The Executive Directors make
decisions within these predefined parameters
Decisiens that would normally fall within

these parameters may still be taken to the

full Board for approval where such decisions
relate to actwvities outside the erdinary course
of business Specialised Management
Commuttees deal with their specific areas of
responsibility, before making decisions [where
they have authority to do sol, or recommending
actions for Board-level approval, if this s
required A key consideration when making
each decision hinges onwhether the propeosed
action s aligned with the strategy the Board
has developed

& Management Committees
P65

The Chairman meets with individual Directors
outside of formal Board meetings as part of
each Director s continuing contribution to the
delivery of the Company s strategy to achieve
supertor returns for shareholders This process
also allows for open two-way discussion about
the effectiveness of the Board, iis Committees
and indiwvidual Directors both Executive and
Non-Executive By these means, the Chairman
15 continually aware of the views of individual
Directors and can act as necessary to deal
with any 1ssues relating tc Board effectiveness
before they become a risk to the Company

CULTURE AND COMPOSITION

OF THE BOARD

The composition of any Beard (s fundamental

if it1s to provide strong and effective leadership
our Non-Executive Directers provide a breadth
of knowledge, skills and experience as
detailed in their brographies The Nomination
Commuttee i1s responsible for reviewing the
composition of the Board and Board-level
Commuttees, to assess whether the balance

of skills expenence knowledge and
independence 1s appropriate and enables them
to operate effectively During the year the
Commuttee identified the need to appoint a new
independent Non-Executive Director to take

on the role of Chairman of the Audit Commuttee,
leading to the appointment of Tim Score The
procedure for the appointment of new Directors
15 rigorous and transparent more detailon
Tim Score s appointment can be found in the
Report of the Nomination Committee




Board biographies

< P&6-67

Tim Score 5 appomtment
P8o

>

Non-Executive Directors are apposnted

for specified terms and all Directors offer
themselves for election or re-election by
shareholders at the Annual General Meeting
each year, if the Board, on the recommendation
of the Nomination Commitiee, deems it
appropriate that they remain in office

We continue to have a strong mix of
experienced individuals on the Board with the
majority being Non-Executive Directors wha
are independent and can offer an external
perspective on the business and consiructively
challenge the Executive Dwectors particularly
when developing the Campany s strategy

The Non-Executive Directors scrutinise the
performance of management in meeting their
agreed goals and objectives, and monitor the
reporting of performance They satisfy
themselves of the integrity of financial
informatian and that financial controts and
systems of risk management are robust and
defensible

THE STRATEGY DAYS

The Board culture 1s one of openness and
constructive debate the Directors voice

their opinions In a relaxed and respectful
environment allowing coherent discussion
The Chairman is responsible for matntaining
this culture He does so by ensuring informatron
of an appropriate quality 1s provided in

alimely manner before Board meetings

the opportunity to properly consider such
inforrmation in advance leads to focused
discussion in the boardroom When running
Board meetings the Chairman maintains a
collaborative atmosphere and ensures that all
Directors contribute to debates The Charrman
arranges informal meetings and events
throughout the year to help build constructive
relationships hetween the Board members

The high calibre of debate and the participation
of all Directors, Executive and Non-Executive,
1s a quality that was highlighted in our most
recent exiernal Board evatluation and
reiterated in the two subsequent internal Board
evaluations These characteristics allow the
Board to utilise the expertence and skills of the
tndividual Directars to their maximum potential
and make well-considered decisions that are

in the best interest of the Company

The annual Strategy Days are attended by
the full Board and the Executive Commiitee

The Executwe Directors and semor executives
deliver a number of presentations te the
Board providing an in-depth analysis on

all aspects of the business and the external
environment The Sirategy Days are an
opportunity to discuss, challenge and develop
the Company s strategy

Aswell as considering the Group as a
whole and the overall corparate strategy
consideration I1s gwen to each part of the
Groups current and prospective portfolie
and to Group financing

The days are carefully structured to achieve
a balance between presentations and time
for debate and discussion

The Strategy Days also provide an opportunity
for the full Board to cansider succession
ptanning at Board-level and cascaded down
through the senior executive and executive
levels of the Company

Areas focused on at the February 2014
Strategy Days included

= Corporate strategy performance,
progress and pace

* Finance strategy

* London strategy performing
N a competitive market

- Offices

- Residential
= Development

- replenishing the developrment pipeline
= Retall strategy

- future-proofing the retait portfolic

= Developing peaple at Briush Land

GOVERNANCE AND REMUNERATION

OVERVIEW OF MATTERS RESERVED
FOR FULL BOARD APPROVAL

= Transactions and financing arrangements
over £100 rillion

= Employee share and option schemes
= (ssue of securities

= Documents for distribution to shareholders
and the Annual Report and Accounts

= Dwidends

= Establishing authority levels below those
of the Beard

INVESTMENT
STICKING TO OUR STRATEGY

Executive Directors are
involved throughout the
Investment process and
alignment with the Board's
strategy 1s considered from
the initial discussion of a
transaction, nght through
to final approval

1.

All new investment opportunities are discussed
at weekly deal sourcing meetings, attended by
Executive Committee members and investment
executives Attractive deals that are in line

with strategy are selected to be investigated
and analysed in detail by project teams

V

2.

Project teams assess whether investment
opportunities should be pursued conducting
detailed praperty and corporate due diligence
ongoing dialogue with relevant Executive
Committee members takes place throughout
the process

V

3.

Investment opportunities with potential are
presented for Investment Committee approval
Depending on the size and nature of a transaction,
the Investment Commuttee can approve the
proposed transaction outright or recommend

it for approval by the full Board i this i1s required

V

4,

Investment opportunities are presented
to the full Board for approval when required
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GOVERNANCE AND REMUNERATION

GOVERNANCE REVIEW
CONTINUED

The Board considers that Aubrey Adams
Simon Borrows, Dido Harding, William
Jackson, Tim Score and Lord Turnbull are
independent In mak:ing this determination
the Board has cansidered whether each
Directors independent in character and
judgement and whether there are relationships
or circumstances which are likely to affect,
or could affect, the Director s judgement

The Board believes that the Non-Executive
Directors biographies demonstrate that they
are of the stature and experience required to
properly perform their roles as independent
Nan-Executive Oirectors Following this year s
Board evaluation, the Board believes each
Non-Executive Director standing for election
or re-election at the next AGM continues

to effectively fulfiland remain committed to
their role within British Land The terms and
conditions of appontment of Non-Executive
Directors are available for inspection at the
Company s registered office and at the AGM

EFFECTIVENESS

Regular Board and Board-level Cormnmittee
meetings are scheduled throughout the year
and the Directors ensure that they allocate
sufficient ime to discharge their duties
effectively Board meetings may ke held at
short notice when Board-level decisions

of a ime-critical nature need to be made
Non-Executive Directors letters of
appointment set out the time commitments
expected and each Director s atiendance
record (shown on page 71] 1s considered when
assessing whether they should stand for
reappointment by sharehelders Fees payable
to Non-Executive Directors are dependent

on their level of attendance at Board and
Committee meetings

The Chairman considers that all the Directors
continue to devote sufiicient time to discharging
their duties to the required high standard and
remain committed to their roles British Land s
policy is to allow Executive Directors to take
one non-executive directorship at another
FTSE 100 company, subject to British Land
Board approval With the approval of the
British Land Board, Chris Grigg was elected

as a non-executive director of BAE Systems plc
on 1 July 2013 The Chairman believes the
appointment is beneficial to the Board by
increasing Chris Grigg s wider experience,
particularly in reation to the application

of advanced technology and in relation to
gavernment-level relationships around the
world which are critical to British Land s

current and future business prospects
The Charman does not believe that the
appointment has had an adverse effecton
Chris Grigg s ability to discharge his duties
as Chief Executive of British Land Qther
external appointments of the Directers are
disclosed in their biographies

The Directors are required to notify the
Company of any potential conflicts of interest
that may affect themn in their roles as Directors
of British Land All potential conflicts of interest
are recorded and reviewed by the full Board

at least annually Any conflicts of interest that
materialise in the course of the Company s
business are therefore identified and addressed
appropriately

The Non-Executive Directors are kept well
informed of the key developments in the
business by both the Executive Directors and
other senior executives, through regular
reports and presentations Reports include
Management Reports delivered by the Chief
Executive and updates from the Risk
Commuttee and Corporate Respensibility
Committee

Throughout the year presentations and reports
on specific aspects of the business and specific
assets are alsc delivered, along with updates
on the regulatory and external environment
provided by external speakers

Care I1s taken to ensure that information is
circulated in good time before both Board and
Committee meetings whenever possible, and
that reports are presented clearly and contain
the appropriate levei of detail to allow valid
conclusions to be drawn The Group Secretary
ensures good information flows within the
Board and 1ts Committees and between senior
management and Non-Executive Directors
and I1s responsible for advising the Board on all
governance matters, through the Chairman

The Mon-Executive Directors are therefore able
to monitor the management of the business
and the implementation of the strategic ams
effectively and are able to assess the suitability
of the current strategy and the performance of
the Chairman and Executive Oirectors

BOARD EVALUATION

The effectiveness of the Board 1s reviewed
annually with an independent, externally
facibtated review being conducted at least once
every three years The latest external review
was conducted in 2011 with the next due to
take place in 2014/15
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The internal review conducted in 2013/14
took the format of an anonymous survey,
inwhich the Directors were required to
respond to a seres of statemenis covering
the following areas

* role and crgarusation of the Board
* agenda

= corporate governance,

= Non-Executive Directors

= Executive Directors

= information

= monitoring Company performance
= Board leadership and culture, and
* Board appraisal process

The results of the 2013/14 Board evaluation
were marginally improved from the previous
year showing strang agreement with the
statements and concluding that the Board
was functioning effectively

In addition to the survey, peer reviews took .
place at a number of private meetings between |
the Directors The Chairman met each Non- |
Executive Director individually to discuss their I
coniribution to the Board and the Senior

Independent Director met with the other Non-

Executive Dhrectors to discuss the performance

cf the Chairman The Remuneration Committee

was provided with a written appraisal of the

Chief Executive s performance by the

Chairman, and was provided with a written

appraisal of the performance of the Executive

Directors by the Chief Executive

BOARD TRAINING AND DEVELOPMENT
British Land provides for all Directors a
tallored and therough induction including the
opporiunity to meet with serior executives

te be given an overview of thesr specific areas
of respensibilty within the business, and

the opportunity to wisit the Company s key
properties and developments

The Company also offers Directors
opportunities to update and refresh thewr
knowledge on an ongoing basis to enable themn
to continue fulfilling their roles as Board
members and Commuttee mermbers effectively
This includes training opportunities and further
visits to the Company s assets, as required
Regulatory and environmental updates are
delivered to the Board and relevant committees
by external speakers, including corporate
governance updates




REMUNERATION

The Company s Remuneration Policy 1s
designed to attract and retain the best people to
the Company, allowing us io maintain a strong
and eftective Board and leadership team

The Policy 15 also structured to complement
our strategy. inking a sigrmficant proportion of
Executive Directors remuneration to corporate
and indwidual performance The Palicy s
develaped by the Remuneration Committee and
will be presented to shareholders for approval
atthe AGM In 2014

Remuneration Policy
P84-92

>

ACCOUNTABILITY

The Board 1s responsible for preparing the
Annual Report and Accounts and, as confirmed
in the Directors Responsibibty Statement the
Board believes that this Annual Report and
Accounts taken as a whole, 1s fair, balanced
and understandable, and provides the
information necessary to assess Briish Land s
position and prospects The basis onwhich the
Company creates and preserves value cver the
long-term |5 described in the business model

Directors responsibility statement
9
P10
Business model
P14-15

e

The Annual Report and Accounts 1s compiled
by the relevant responsible individuals
across the Company Specific sections

are reviewed by Department Heads and
Executive Commuttee members as appropriate,
ensuring that all key stakeholders across
the business are involved The Executwe
Directors are closely involved in drafting and
reviewing their relevant sectians of the
Report before formally signing themn off
Finance and Company Secretariat teams
conduct a robust due diligence process,
verifying key statements made within the
Report The {ull Report 15 then reviewed
thoroughly by the Audit Commuttee, before

it 1s presented o the Board for approval

The pracedure undertaken to enable the

Board to provide the fair, balanced and
understandable confirmation ta shareholders
has been reviewed by the Audit Committee

The process has been enhanced this year with
the addition of a specific meeting between the
Finance Director, Head of Investor Relatiens and
the Group Financial Controller to review and
document the key considerations underiakento
ensure that infarmation presented Is fair,
balanced and understandable A reportdetailing
those considerations was reviewed by the Audit
Commuttee alongside both a summary of the
detailed procedures undertaken and the Annual
Reportand Accounts

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board determines the nature and extent
of the significant risks 1t 1s willing to take in
achieving the Company s strategic objectives

DIRECTORS ATTENDANCE AT BOARD AND BOARD-LEVEL COMMITTEE
MEETINGS DURING THE YEAR ENDED 31 MARCH 2014

Director Main Board Con'u'lﬁ:;:le‘ Re?:m::::: %:mf:::
John Gildersleeve 8/8 1n
Chris Grigg a/8

Lucinda Bell 8/8

Chartes Maudsley 8/8

Tirn Raberts a/8

Aubrey Adams 7/8 6/6

Simon Borrows 8/8 &/6

Dido Harding 8/8 4f4 17
William Jackson' 7/8 3/3 4l4

Tim Score? 0/0 0/0

Richard Pym? 2/3 3/3

Lord Turnbull 8/8 414 1”n

resignation and Tim Score s appointment

[}

William Jacksonwas appointed a member of the Audit Commuttee for the interim period between Richard Pym s

Tim Score was appointed a Non-Executive Director and Chairman of the Audit Commuttee on 20 March 2014

No Board or Audit Committee meetings took place between his appointment and the year-end
3 Richard Pym resigned as a Non-Executive Director and Chairman of the Audit Committee on 5 September 2013

GOVERNANCE AND REMUNERATION

The maintenance of the Company s risk
management and internal control systems 1s
the responsibility of the Board, as1s ensuring
that they continue to operate effectively

The Board combines a top-down risk review
with a complementary bottom-up approach to
ensure that nisks are fully considered Aswelt
as complying with the Cade the best practice
recommendations in Internal Control
Guidance to Directors have been adopted
Internal controt and risk management
processes apply equally to all entities which
British Land administrates, including all
material joint ventures and funds

British Land s approach to risk, including the
roles of the Board and the Risk Committee
in setting nsk appetite and monitoring risk
exposure Is described in Managing risk in
delivering our strategy

Managing risk in delivering our strategy

< P35-37

Formal and transparent arrangements exist
for considering how corporate reporting, risk
management and internal control principles
are applied and for maintaining an appropriate
relationshup with the Company s auditor

The Group s internal control system 1s bult
en the following fundamental principles
and Is subject to review by Internal Audit

* gdefined schedule of matters reserved
for approval by the full Board

a detailed authorisation process no material
commitments are entered into without
thorough review and approval by more than
one authorised person

= formal documentation of all significant
transactions

a robust system of business and {inanaial
planning inctudes cash flow and profitability
forecasting and scenaric analysis performed
on major corporate, property and financing
proposals,

a robust process for property investment
apprasals

= monitoring of key outcomes, particularly
expenditure and performance of significant
investments against budget and forecast,

= clearly defined pelicies and review of actual
perfaormance against policies

= benchmarking of property performance
against external sources such as the
Investment Property Databank

= keyconirols testing

» acomprehensive property and corporate
Insurance programme, and

* 3 formal whistte-blowing policy
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GOVERNANCE AND REMUNERATION

GOVERNANCE REVIEW
CONTINUED

The Report of the Audit Commuttee provides
more detail on the internal control system that
operated through the year, including the
approach to internal audit

> Report of the Audit Committee
P74-78

The Board reviews the effectiveness of the
Group s system of internal control over financial
reporting annually, including that of matersal
Joint ventures and funds During the course of
its review of the risk management and internal
control systerns over financial reporting the
Board has not identified, nor been advised of,

a falling or weakness which it has determined
te be significant Therefore a confirmation

1n respect of necessary actions 1s not required

A number of policies are in place to ensure
that the Company nat only meets its legat
cbligations, but also behaves ethically acts
with integrity and protects its assets from the
unlawful activities of others These include
an Anti-Bribery and Corruption Policy, a
Competition Policy and a Fraud Policy and
investigation protocol All employees are made
aware of the policies and preceduresin place
with understanding enhanced by staff
communications and traing The need for
and appropnateness of policies guiding the
conduct of business s regularly reviewed

GOING CONCERN

The Group s business activities, together
with the factors likely to affect its future
perfarmance and position are set out in the
Strategic Report The financial position of the
Group 1ts cash flows, lquidity position and
borrowing facilities, together with the Group s
financing policy are described inthe
Performance Review

&« Performance Review
- Financial review P51-55
- Financial policies and principles P56-58

The Group currently has considerable undrawn
debt facilities and cash deposits which are
expected to be sufficient to meet its financing
regquirernents for severalyears The Groups
recent record of raising £1 5 billion of financing
over the last 12 months gives the Directors
confidence in the Group s ability to raise further
finance as and when required

The Group has substantial headroom against
covenants on unsecured banking facilities and
15 not overly reliant on any single lender It also
benefits from a secure income siream from
leases with long average lease terms, and

1s not over reliant on any single accupier or
industry group

Covenantratio
< P56

As a conseguence of these factors, the
Directors believe that the Group is well placed
to manage its financing and ather business
fisks satisfactorily in the current economic
environment The Directors have a reasonable
expectation that the Company and the Group
have adequate resources to continue In
operational existence for the foreseeable
future and therefore continue to adopt the
going concern basis in preparing the Annual
Report and Accounts

RELATIONS WITH SHAREHOLDERS

The Board rematns committed to maintaining
open channels of communication with
shareholders It s important to us that
shareholders understand the Cormpany s
strategy and objectives these mustbe
explained clearly and shareholders feedback
must be heard and the 1ssues and questions
raised properly considered

British Land has a dedicated Investor Relations
team which reports to the Finance Director

Cammunication with investors and analysts

15 an ongoing process throughout the year

This includes regular scheduted Investor
Relations events summarised in the box
below, cne-to-one and group meetings with the
Chairman and Executive Directors and tours of
our properties, as well as regular contact with
the Investor Relations department During the
year the Chairman Chief Executive Finance
Director and our Investor Relations team met
with representatives from over 170 institutions
The Chairman s meetings are part of a continuing
programme to build a strong two way dialogue
with our biggest shareholders The full Beard
plans to attend the Annual General Meeting,
which provides an opportunity for all
shareholders to question the Directors in persen

Lord Turnbull has been appeinted Sentor
Independent Director and s available to
address concerns shareholders may wish
to raise other than via the usual channels
of the Chairman, Chief Executive or other
Executive Directars

Significant erphasis 1s placed on the
importance of feeding shareholder views
hoth positive and negative, back to the Board
Awritten investor relations report which
includes direct market feedback on actwity
during the period Is presented at each
scheduled Board meeting for discussion

by the full Board Shareholder opinions are
also given due consideration throughout

the annual Strategy Days

KEY INVESTOR RELATIONS ACTIVITIES BURING THE YEAR INCLUDED

May 2013 = Full-year results presentation for 2012/13
= Full-yearroadshow Londonand US

June 2013 » Roadshow including private client lunch, Scotland
= Roadshow, Netherlands

Investor conference, London

Juty 213 » Q1 nterim management statement - investor call
» Annual General Meeting
* Private client meetings London
September 2013 = Investor ¢conference, New York
* Investor day showcasing key retail assets
* Property tour London
November 2013 * Half-year resulis presentation
= Half-year resulis roadshow Londan
December 2013 * |nvestor conference London
January 2014 * (13 mterim management statement - investor call
= Property tour, London
February 2014 * Roadshow Netherlands
» Investor lunch with Head of Retall, London
March 2014 = |nvestor conference, Miarmi

= Roadshow, Mid-Atlantic New York, Boston
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Investor conference, Londen




The British Land website was re-launched
In May 2013, with the awn of makeng 1t more
informative and accessible for shareholders
Results and cther key announcements are
now accompanied by short videos, providing
information on a timely basis to both retail
and institutional shareholders A number

of case studies covering topics that range
from profiles of our key assets to corporate
responsibility activities are also available
toviewanline A facility on the website allows
all shareholders to ask questions directly

at any time

Contact Bntish Land
www britishland com/conlacts

We are pleased with the level of engagement
wilh shareholders achieved during the year,
particularly in relation to the new Lang-Term
Incentive Plan recornmended for adoption by
shareholders at the Annual General Meeting
in 2013 Following detailed consultations

the new plan was adopted by shareholders
with over 96% votes cast in favour

The Board also recagnises the important
contribution of providers of capiial ather than
shareholders namely our lenders and bend
holders We maintain a regular and open
dialegue with our lenders to help us understand
their investment appetite and criteria

EMPLOYEES

Having expert people at Briish Land is one of
the four core focuses of our business model
This applies bath to the individuals on the Board
with the responsibility for leading the Company,
and the employees who work throughout
British Land

Expert people
< Pzg-zvp F .
We encourage a high degree of employee
involvement in the Company and provide
regular information on business activities and
explanations of strategy through Company
meetings, training sessions internal
communications and an annual company
conference Employee feedbackis also
strongly encouraged

During the year a new management committee,
the Operations Cormmittee, comprising the
Executive Commuttee and heads of speciiic
business functions was established to assist
the Executive Commuttee with operational
matters arising i the day-to-day management
of the business The Committee forms a link
between the Executive Cornmittee and wider
teams of employees, enhancing the {low of
information around the Company both
upwards and downwards, to improve the
strategic and tactical decisions that are made

Followtng the Board s appointment of a new
HR Director in July 2013, British L.and has
implemented a number of initiatives to help
develop our employees and grow internal
talent rewnforcing the Company culiure of
excellence and embedding values and
behaviours to drive a high performance culture
As a relatively small Company in terms of
number of employees we are proud to be able
to invest in our people an an individual basis,
taking time to understand specific
requiremnents to progress careers and enhance
experiences across the Company More
information I1s provided in the Report of the
Normination Committee

BOeveloping people at British Land
> P81

Wellbeing
P28

&

We have well-established all-employee share
schemes to Incentivise employees at all levels
in the Company and align their interests with
those of shareholders by building a holding

of British Land shares Inthe UK, separate
pension fund reperts are made available

to members

STAFF TURNOVER

201214 2012113 20012
Head office 32015%) 28(13%) 24 12%)
Broadgate Estates  42(20%] 31(16%)  16(8%)
Total laverage) 24 017%) 59 [14%) 40110%]
REPORTABLE ACCIDENTS
ACROSS OUR PORTFOLIO

2013/14 2012/13 2011432
British Land 3 - 2z
occupted
dernises!
Atour managed 32 47 54
properties
Rate per 100 000 012 024 035
hours worked on
our developments?

1 Briish Land occupied demises refers to space
occupied by British Land Broadgate Estates Ltd
and The Source

2 Onourdevelopments there were six reportable
accidents across 5 148 238 working hours in
2013/14 compared to 15 reportable accidents
across 6 215 235 worksng hours in 2012/13

GOVERNANCE AND REMUNERATION

The benefit of diversity, both on the Board and
throughout the Campany, continues to be a key
consideration when searching for candidates
for Board and other appointments (n addition,
the Cormpany continues to support the
Pathways to Property pragramme, whichaims
to increase diversity within the property
industry as a whole by attracting students from
diverse backgrounds into the property sector

Diversity Policy

=4 P79-83

FUNDING TO CHARITY AND GOOD CAUSES
British Land has a Charity and Community
Funding Policy which states that giving 1s
focused on young people, education, training
employment and local regeneration

Charity Funding Policy
www britishland com/erpolicies

We allocate funding to national, regional and
local community causes, with most funds going
to supportinitiatives around our properties

and develepments

The Chanity and Community Commitiee, which
approves all spend under the Charity and
Community Budget, 1s chatred by Edward Cree,
Semor Retall Asset Manager and reports {0
the Executive Committee on anannual basis

The Executive Commiitee approves the
Company s Charity and Community Funding
Policy and the annual Budget Donations during
the year totalled £1 120,499, compared with
£1,079,305 n the previous year British Land
does not rake any donations to political
orgamnisations

The British Land Company PLC Annual Report and Accounts 2014 73

7y-Z loday afaens

A01-4G UOIRIIUNWIAI PUR 3IUBUIIACY BG-E¥ M3IAGJ BOLBULIOLIAY

DBL-40| Uslewiiojul Jayio pUe sjuaulale)s |eIi2ueul

—




GOVERNANCE AND REMUNERATION

REPORT OF THE
AUDIT COMMITTEE

DEAR SHAREHOLDER,
Welcome to the Report of the
Audit Committee

We are committed to
monitoring the integrity of

the Group's reporting and to
developing and maintaining
sound systems of risk
management and internal
control Key initiatives adopted
by the Committee this year
included tendering the external
audit, enhancing our review
of valuer effectiveness and
heightening procedures

to ensure the Annual Report
and Accounts i1s fair, balanced
and understandable

COMPOSITION OF THE COMMITTEE

At the start of the year the Committee
comprised Richard Pym [Committee
Chairman) Aubrey Adams and Simon Borrows
The Commuttee s composition changed during
the year Following Richard Pym standing down
as a Non-Executive Director of British Land in
September, Aubrey Adams took on the role of
Chairman of the Commuttee on an interim basis
and Willam Jackson joined the Committee as
amember | was appointed a Non-Executive
Director of British Land and Chairman of the
Audit Committee on 20 March 2014, at which
point Aubrey once again became a Committee
member and Willam Jackson siepped down
The Committee now comprises mysetf as
Committee Chairman Aubrey Adams and
Simon Borrows

| am now the member of the Committee
nominated as having recent and retlevant
financial experience, as required by the UK
Corporate Governance Code Aubreywas
the neminated member during his time as
Chairman of the Committee, as was Richard
before him [ would like to thank Aubrey

and Willlam for ther contribution during

the transition period and look forward

to leading the Commmittee

ACTIVITIES OF THE COMMITTEE

The Committee operates within defined Terms
of Reference, which were reviewed during

the year and can be found on the Company s
website at www britishland com/about-us/
governance/committees

During the year the Committee has undertaken
each of its principal respensibilities receiving
relevant reports from the valuers the Internal
and External Auditors the Risk Comnmittee and
management and challenging assumptions
and judgements made The table on page 76
details the responsibilities of the Committee
and its activities throughout the year

The Committee performs a detailed review of
the content and tone of the annual and half-year
press releases and the Annual Report and
Accounts aswell as intenim managemnent
statements The Committee has satisfied itself
that controls over the accuracy and consistency
of information presented in the Annual Report
and Accounts are robust, and has confirmed

to the Board that it believes this Annual
Reportand Accounts is fair, balanced and
understandable An assurance opinionis
obtained for the Company from PwC over

the Corporate Responsibility Statement

and a verificaiion exercise 1s performed

by management to ensure consistency

and accuracy of information presented
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The allocation of time spent on the Committee s
principal responsibilities 1s shown in the

chart on page 77 Significant additional ime
continues to be spent by members of the

Audit Committee meeting with executive
management {o understand the key 1ssues

The Committee regularly meets with the
External Auditor and Internal Auditor without
management being present to ensure honest
and challenging conversations take place

EXTERNAL AUDITOR

Following best practice and in accordance
with its Terms of Reference, the Audit
Committee annually reviews the audit
requirements cof the Group both for the
business and In the context of the external
environment, and considers whether or not
to undertake a formal tender There are no
contractual obligatiens which would restrict
the selecticn of a different auditor

When conducting the annual review, the Audit
Comrmittee considers the performance of the
External Auditor as well as their independence
cornpliance with relevant statutory, requlatory
and ethical standards and abjectivity

The Committee concluded that the findings of
this year s review were satisfactory However,
following 12 years of external audit from
Deloitte, it was decided that the external audit
should be put out to tender for the year ending
31 March 2015 the tender process Is described
inthe box on the facing page This complies
with new governance requirements and
facilitated an evaluation of the merit of different
audit approaches

There are no matters in connection with
Deloitte s prospective resignation as Auditor
which 1n the view of the Board, need to be
brought to the attention of sharehalders

SIGNIFICANT ISSUES

The Audit Committee pays particular atiention
to matters it considers to be )mportant by virtue
of their size, complexity, level of judgement and
potential impact on the financial statements
and wider business model Identification

of the 1ssues deemed to be significant takes
place following open, frank and challenging
discussian between the Committee members
with anput from the Finance Director External
and Internal Auditors, external experts and
other relevant British Land employees

The sigruficant issues constdered by the
Committee during the year ended 31 March
2014 are detailed in the table on page 77,
alongside the actians taken by the Committee
to address these 1ssues




EXTERNAL AUDIT TENDER

In the 2012 Annual Report the Audit
Carmmittee indicated that once there was
clarity on auditor appointrnent guidance
from the Financial Reporting Council

and European Union, it would tender the
external audit and that this was expected
to be within the next two years

Inthe 2013 Annual Report the Audit
Committee confirmed that it would tender
the audit in the cerning year for the financial
year ending March 2015

A number of firms were approached to tender
for the audit, including mid-tier firms as well
as members of the Big Four The list of firms
was selected based upon their experience
industry skills and knowledge therr ability

to perform the audit to a hugh standard,

and any pre-existing business relationships
that might affect their iIndependence

it was agreed that, in ight of the longevity
of Deloitte s appointment, they would
not be invited to tender for the audit

Over a number of menths senior
management within Finance built
relationships with each selected firm,
assessing their performance ina range
of competencies On this basis two firms
were shortlisted and each was requested
tosubrut a tender Each shortlisted firm
was given access to personnel across
the business before presenting their
audit proposat to the Management Panel
and Selection Panel

The Management Panel consisted of audit
stakeholders from across Finance and
the wader business The Selection Panel
consisted of the Audit Commuittee Chris
Grigg, Chief Executive Lucinda Bell,
Finance Director and Rob Hudson, Group
Financat Controller

The Board accepted the Selection Panel s
recormmendat:on that PricewaterhouseCoopers
be selected as the new External Auditor
Deloitte will resign as the Company s auditor
after completing the audit of this Annual
Reportand Accounts The Board mtends

to appoint PricewaterhouseCoopers

ta fill the casual vacancy created and will
recommend the appoiniment of
PricewaterhouseCoopers to sharehalders
at the 2014 Annual General Meeting

POLICY ON THE AUDITOR PROVIDING
NON-AUDIT SERVICES

With respect to other services provided by
the External Auditor, the following framework
was In place during the year and will continue
to apply on the appointment of the new
External Auditor

= auditrelated services auditrelated
services include formal reporting relating to
borrowings, shareholder and other circulars
and various work In respect of acquisitions
and disposals Where the External Auditor
must carry out the work because of their
office or because they are best placed to
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do so, the External Auditer 1s selected
In other circumstances the selection
depends on which firm s best suited

tax advisory the selection depends
on which firm 1s best suited in the
circumstances, and

general consulting the External Auditoris
not selected to provide general consultancy
services except 1n certain circumstances,
and then only after consideration that they
are best placed to provide the service

and that their independence and objectiity
will not be compromised

AUDIT COMMITTEE MEMBERS

Tim Score' Chairrman of the Audit Commuttee

Aubrey Adams’ Member

Simon Borrows Member

AUDIT COMMITTEE ATTENDEES

Deloitte Attends as independent External Auditar to the Group
Knight Frank and CBRE Attend lwice a year to present their valuations

as the Group s external valuers

John Gitdersleeve
Altends by invitation

Chairman of the Company

Chris Grigg
Attends by invitation

Chief Executive

Lucinda Bell
Attends by inwitation

Finance Director

Anthony Braine
Attends by invitation

Group Secretary

Rob Hudson
Attends by invitation

Group Financial Controller

Marc Furlonger
Attends by invitation

Head of Financial Forecasting and Financial Reporting

Rachel Wagg
Attends by invitation

Head of Reporting

Nicola Thomas
Attends by invitation

Head of Property Valuation

Sally Jenes
Attends by invitation

Head of Investor Relations

Charles Middleton
Attends by imitation

Head of Tax

Jonathan Rae
Attends by invitation

Secretary to the Risk Commuttee

Chris Dicks
Attends by invitation

Head of Internal Audit KPMG

Stephen Spellman
Attends by invitation

Internal Audit Partner KPMG

1 Richard Pym was Chairman of the Audit Commuttee until 5 September 2013 when he stood down asa Non-
Executive Qirector of British Land Subsequently Aubrey Adams previously 8 member of the Commuttes was
appainted Chairman of the Committee and Willam fackson was appointed as a member of the Committee
Tim Score was appointed Chairman of the Committee on 20 March 2014 at which pont Aubrey Adams became
a member of the Cormuttee and Wdliam Jacksen stood down from the Committee
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REPORT OF THE AUDIT COMMITTEE
CONTINUED

PRINCIPAL RESPONSIBILITIES OF THE AUDIT COMMITTEE

KEY AREAS FORMALLY DISCUSSED AND REVIEWED
BY THE COMMITTEE DURING 2013/14 INCLUDE

REPORTING = Monitoring the integrity of the Company s * Results commentary and announcements
AND EXTERNAL financial statements and all formal = Keyaccounting poticy judgements including valuations
AUDIT announcements relating to the Company s | |, 400 04 6f future financiat reporting standards
financial performance reviewing financial . G
reporting jJudgements contained withi oIng concern
them = External Auditor effectiveness
= Making recommendations to the Board = External audit tender
regarding the appointment of the External = Selection and recommendation of new External Auditor
Auditor and approving the External Auditor's | | u Half-yearly External Auditor reparts on planning, conclusions and
rermuneration and terms of engagement final opirion
* Monitoring and reviewing the External = External Auditor management letter containing observations arising
Auditor sindependence objectivity and from the annual audit leading to recomrmendations for controt or
effectiveness financiat reporting improvement
* Developing and implementing policy on = External Auditor s remuneration and level of non-audit fees
the engagement of the External Auditor
to supply non-audit services, taking
into account relevant ethical guidance
VALUATIONS = Monitoring and reviewing the valuation = Annusl report on the effectiveness of our valuers which considers the
process quality of the valuation process and judgement with a half-yearly update
« Valuer presentations to the Committee
RISK AND = Reviewing the Company s internal financial | |= The outputs of the risk register process including identification
INTERNAL controls, its compliance with the Turnbull of the Group s principal risks and movement in the exposure to these
CONTROL guidance and the effectiveness of its risks in the year
internal control and risk management = Oversight of the Group s risk management processes and their
systems effectiveness including activities of the Risk Commuttee
* Assessing the principal risks of the s Anannual report on the effectiveness of internal control systems
b':Jstness mt:ludlng thlose ;hat would = Planmng internal audit reviews to map the principal risks and a
threaten solvency or liquidity commitment to review transaction procedures
* Reviewing disctosures on our approach * Focusonissues relating to Joini Ventures
ta nsk ininterim and Annual Reports
« Anannual fraud nisk assessment and an independent fraud
resilience review
= [nsurance programme for property, development and corporate risks
® Credit imits of counterparties
INTERNAL = Monitoring and reviewing the = Monitoring KPMG s execution of the internal audit
AUDIT effectiveness of the Campany s Internal = Internal audit effectiveness
Audit function, including iis plans, * Internal audit charter defining its role and responsibilities
level of resources and budget
«R ¢ Laudnt ; * Internal audit programme of review of the Group s processes and
Eviewing '3 tterna audl reports contrals to be undertaken, and an assurance map showing the coverage
recommendations and progress of audit work over three years against the principal risks
inimplementation of those
recommendations = Implementation status reports on Internal Audit recommendations
= The Group s internal audit function reports, including those on
- IT Governance Benchmarking, Tax REIT Compliance Retal Managing
Agents Risk Management Pracesses, Sustainabiiity Acquisitions Brief
Business Continuity, Governance review of EdenWalk Full scope
review of the Hercules Unit Trust Governance review of SouthGate,
Bath Technical Information Secunity review Tax reputation risk
Fraud resilience review, and Annual key financial controts testing
OTHER = Reviewing the Commuttee s Terms of = Review of the Audit Committee s Terms of Relerence
Reference and monitoring sts execution s Review of the effectiveness of the Audit Commuttee
= Considering compliance with legal = Maintenance of the Group s REIT status
lt'ﬁqLix_lrt-zlmer;Qts.laccountlng standards and * Compliance with changes to the UK Corporate Governance Code,
e Listing Rutes including the far, balanced and understandable concept
* Rewe:vmg the whistle-blowing pelicy and = Compliance with changes in accounting standards, including (FRS 13
operation Farr Value Measurement
* Annual tax update and Tax Policy
= Mandatory carbon reparting
= Review of PwC Corporate Responsibifi