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MARTINEAU GALLERIES (GP} LIMITED

[ Directors’ Report for the year ended 31 December 2010

The directors submit their report with the audited financial staternents of the Company for the year ended 31 December 2010
RESULTS FOR THE YEAR AND DIVIDEND

The resulis are set out in the Profit and Loss Account on page 4

The direciors do not recommend the payment of a dividend for the year ended 31 December 2010 (2008 £MNil)

PRINCIPAL ACTIVITY, REVIEW OF THE SBUSINESS AND FUTURE DEVELOPMENTS

The Company acts as General Partner to the Martineau Galleries Limited Partnership, a property investment partnership to redevelop Martineau
Galleries, Birmingham The Limited Partners are LS Martineau Gallenes Limited, Hammerson MGLP Limited and Pear] Assurance Limited No
changes to the Company’s principal activity are anticipated in the foreseeable future

DIRECTORS

The directors who held office during the year and up to the date of this report unless otherwise stated were

D J Atkins

A P Blake

S P Clay (appointed 27 July 2011)
N A S Hardie

DL F Helt

G Hutcheson

L F Hutchings

HW Martin (resigned 27 July 2011)
P Wylie

INDEMNITY

The Company has made qualifying third party indemmnity provisions for the benefit of the respective directors which were n place throughout the
year and which remain in place at the date of this report

STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS

In the case of each director in office at the date the Directors’ Report is approved, the following applies

» 50 far as the director 15 aware, there I1s no relevant audit information of which the Company's auditors are unaware, and
« he has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant audit information and to
establish that the Company’s auditors are aware of that information

Registered Office
10 Grosvenor Street
Landon

WK 4BJ

-q \""\--\..\\

By order of the Board
S J Haydon
Company Secretary
27 July 2011

Registered in England and Wales
Registered number. 3744383
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MARTINEAU GALLERIES (GP) LIMITED

| Directors’ Responsibilities for the year ended 31 December 2010

Statement of directors’ responsibilities
The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have prepared the
financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (Umited Kingdom Accounting Standards and
appiicable law) Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Company and of the profit or loss of the Company for that peniod  In preparning these financial statements,
the directors are required to

+ select suitable accounting policies and then apply them consistently,

+  make judgements and estimates that are reasonable and prudent,

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's transactions and
disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial statements
comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and other rregularties
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MARTINEAU GALLERIES (GP) LIMITED

Independent Auditors’ Report to the Members of Martineau Galieries (GP) Limited for the year ended 31
December 2010

We have audited the financial statements of Martineau Galleries (GP) Limited for the year ended 31 December 2010 which comprnise the Profit
and Loss Account, the Reconciliation of Movements in Total Shareholders’ funds, the Balance Sheet and the related notes The financial
reporting framewark that has been applied in their preparation 1s apphcable law and Umited Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explaned more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the financial statements
and for being satisfied that they gve a true and fair view Our responsibility 1s to audit and express an opinion on the financial statements in
accerdance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a body in accordance with Chapter 3 of Part
16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shown or into whose hands it may come save where expressly agreed by our prior
consent in wnting

Scope of the audit of the financial statements

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

Opinion on financial statements

In our opinion the financial statements

+ give a true and fair view of the state of the Company's affairs as at 31 December 2010 and of its loss for the year then ended,
+ have been properly prepared in accordance with the United Kingdom Generally Accepted Accounting Practice, and

« have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006

In our opinion the information given in the Cirectors’ Report for the financial year for which the financial statements are prepared 1s consistent
with the financtal statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you If, in our opmion

« adequate accounting records have not been kept, or returns adequate for our audit have not been receved from branches not visited by
us, or

» the financial statements are not in agreement with the accounting records and returns, or

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

» we have not received all the information and explanations we require for cur audit

p T

Johd Waters (Senior Statutory Auditor)

Fap/and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

27 July 2011
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MARTINEAU GALLERIES (GP) LIMITED

| Profit and Loss Account for the year ended 31 December 2010

Notes 2010 2008

£ £
Turnover Income from a jont venture 7,596 9,918
Sundry tncome - 776
Administrative expenses 2 (9,947) (7,934)
Operating (loss) / profit (2,351} 2,760
Income from a fixed asset investment 116 123
{Loss) I profit before interest and taxation (2,235} 2,883
Interest recevable and smilar income 3 - 207
(Loss) / profit on ordinary activities before taxation (2,235) 3,090
Taxation 4 (2,745) {256)
(Loss) / profit for the financial year {4,980) 2,834

| Reconciliation of Movements in Total Shareholders’ Funds for the year ended 31 December 2010
Notes 2010 2009

£ £
(Loss) / profit for the financial year (4,980) 2,834
(Reduction from)} / addibion to shareholders funds {4,980) 2,834
Opemng shareholders' funds 131,301 128,467
Closing shareholders’ funds 126,321 131,301

All amounts arise from continuing operations

There 1s no difference between reported (loss) / profit and histonical cost {loss) / profit on ordinary activities before taxation

There are no recognised gains or losses other than those shown in the Profit and Loss Account above
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MARTINEAU GALLERIES (GP) LIMITED

| Balance Sheet as at 31 December 2010

Fixed assets
Investments
Investment in subsidiary undertakings
Investment in a participating interest
Fixed asset investment
Current assets
Debtors
Cash at bank and in hand
Creditors amounts falling due within one year
Net current assets
Total assets less current llabihties
Provision for habihties and charges

Net assets

Capital and reserves
Called up share captal
Profit and loss account

Total shareholders® funds

Notes

~ O

10

11
12

2010 2009
£ £

2 2

1,800 1,800
3,053 5,330
4,855 7.132
193,706 152,084
18,237 18,145
211,943 210,229
(88,391)  {83.974)
123,562 126,255
128,407 133,387
(2,086)  (2,086)
126,321 131,301
1,800 1,800
124,521 129,501
126,321 131,301

The financial statements on pages 4 to 9 were approved and authorised for 1ssue by the board directors on 27 July 2011 and were signed on its

behalf by

.

A P Blak
Director

L F Hutchings
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MARTINEAU GALLERIES (GP) LIMITED

[ 1. Accounting Policies

The financial statements have been prepared on the going concern basis, under the histoncal cost convention, in accordance with Companies
Act 2006 and applicable United Kingdom accounting standards

The following accounting policies have been applied consstently in dealing with items which are considered matenal in relation to the
Company's financial statements

{a) Income from fixed asset investments
Incorme from quoted investments 1s accounted for on a cash received basis
(b) Income from a participating interest

The Company recelves mcome oh an annual basis from the Martineau Gallernies Limited Partnership for acting in the capacity of General
Partner to the joint venture

(c) Interest

tnterest 1s accounted for on an accruals basis

(d) Taxation

Taxation on the (loss) / profit for the year comprises current and deferred tax Current tax 1s the tax payable on the taxable income for the year
and any adjustment in respect of previous years Deferred tax is provided in full using the balance sheet liabihty method on temporary
differences between the carrying amounts of assets and habilities for financial reporting purposes and the amounts used for taxation purposes
Deferred tax 15 determined using tax rates that have been enacted or substantially enacted by the reporting date and are expected to apply
when the asset 1s realised or the ability 1s settled

Taxation i1s charged at the corporation tax rate of 28%

{e) Fixed asset investment

The Company's quoted investments are stated at cost less provision for mpairment in value

{f) Investment in subsidiary undertakings

The Company’s investments In the shares of subsidiary undertakings are carned at cost less provision for impawrment in value

{g)} Investment in a participating interest

The Company's investment in a joint venture I1s carried at cost, less any repayment of joint venture captal and provision for impairment in value
{h) Impairment of assets

Assets are reviewed annually for impairment Where impairment exists the asset 1s written down to its net realisable value

(1} Cash

Cash comprises cash in hand and bank deposits that can be withdrawn immediately or within twenty four hours without penalty

(n Segmental reporting

The Company's activities consist solely of investments in the United Kingdom

{k) Group accounts

The financial statements present information about the Company as an indwvidual undertaking and not about its group The Company has not

prepared group accounts as it 1s exempt from the requirement to do so by section 400 of the Companies Act 2006 as it 1s a subsidiary of Land
Secunties Group PLC, a Company incorporated in England and Wales whose consolidated financial statements are publicly available
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MARTINEAU GALLERIES (GP) LIMITED

I

2. Administrative expenses |

{a) Management services

The Company had no employees dunng the year (2009 None} Management services were provided to the Company throughout the year by
Land Secunties Properties Limited, which 1s a group undertaking

{b) Directors’ emoluments

The directors of the Company received no emoluments from Land Secunties Properties Limited for their services to the Company The amounts
allocated to services for this Company were of neghigible value (2009 £Ni)

{c) Auditors’ remuneration

The Group's auditors' remuneration 1s borne by Land Secunities Properties Limited The proportion of the remuneration which relates to the
Company amounts to £4,650 (2009 £1.650) The auditors receved no remuneration for non-audit services provided to the Company during the
year (2009 £Nil)

{d) Provision for impairment in value

An impaiment of £2,277 (2009 £273) in respect of an investment In a fixed asset investment has been recognised in the Profit and Loss
Account for the year See note 7 for further details

I

3 Interest receivable and similar income

2010 2009
£ £
Sundry - 207
| 4. Taxation |
2010 2009
£ £
Analysis of tax charge for the year
Corporation tax on (loss) / profit for the year 17 581
Adjustments to current tax In respect of prior years 2,728 (325)
Tax charge on (loss) / profit on ordinary activities 2,745 256
Factors affecting the tax charge for the year
The tax assessed for the year 1s higher / lower than the standard rate of corporation tax in the UK of 28%
(2009 28%)
The differences are explained below
{Loss} / profit on ordinary activibies before taxation (2,235) 3,090
(Loss) / profit on ordinary activities multiphed by the standard rate in the UK at 28% 2008 28%) {626} 865
Effect of
Expenses not deductible for tax purposes 638 -
Non-taxable income (2,135) {2,778)
Share of corporation tax ansing from a joint venture 2,067 2,11
Adjustments in respect of prior years 2,728 {325)
Reduced rate of tax on profits on disposal of assets - (217)
Unutiised tax losses carned forward 56 -
Irrecoverable withholding tax on property income distribution 17 -
Current tax charge for the year 2,745 256
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MARTINEAU GALLERIES (GFP) LIMITED

[ 5. Investment in subsidiary undertakings

£
At 1 January 2010 and 31 December 2010 2
The directors believe that the carrying value of the investments 1s supported by their underlying net assets
The subsidiary undertakings of the Company are
Class of shares  Percentage of share Principal country of
Name owned capital owned incorporation Nature of business
Martineau Galleries {No 1) Limited £1 Ordinary shares 100% England Dormant
Martineau Galleries (No 2) Limited £1 Ordinary shares 100% England Dormant
[ 6. Investment 1n a participating interest
£
At 1 January 2010 and 31 December 2010 1,800

The directors believe that the carrying value of the investment Is supported by its underlying net assets

The Company owns 0 46% of the Martineau Galleries Limited Partnership which is a joint venture and draws up accounts to 31 December The
Martineau Galleries Limited Partnership 1s a joint venture between LS Martineau Gallernes Limited, Hammerson MGLP Limited and Pearl
Assurance Limited, which owns and manages a poertfolic of properties in Bimmingham

7. Fixed asset investments

£
At 1 January 2010 5,330
Provision following impairment review (2,277)
At 31 December 2010 3,053

The fixed asset investments balance relates to quoted share investments, which have a market value at 31 December 2010 of £3,359 (2009

£5,395)
| 8 Debtors

2010 2009
£ £
Taxation and social security 248

Amounts owed from a joint venture 193,706 185,562

Corporation tax 21
Prepayments and accrued income - 4113
193,706 192,084

The unsecured 1oan to the group undertaking 1s interest free and repayable on demand with no fixed repayment date

[ 9 Creditors: amounts falling due within one year

2010 2009
£ £
Amount owed to related parties 84,277 82,324
Accruals and deferred income 4114 1,650
88,391 83,974

The unsecured loan from related parties is interest free and repayable on demand with no fixed repayment date

| 10. Provision for liabilities and charges

Deferred taxation
£

At 1 January 2010 and 31 December 2010 2,086 2,086
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MARTINEAU GALLERIES (GP) LIMITED

[ 11. Called up share capital

Allotted and fully paid

2010 2009
£ £
Ordinary sharesof 1 00p each 1,800 1,800
[ 12. Reserves
Calledup  Profit and
Share Loss
Capital Account Total
£ £ £
At 1 January 2010 1,800 129,501 131,301
Loss for the financial year - (4,980} (4,980)
At 31 December 2010 1,800 124,521 126,321

[ 13. Cash flow statement exemption

Under FRS 1 the Company I1s exempt from the requirement to prepare a cash flow statement on the grounds of its size

| 14. Related party transactions

There are no matenal undisclosed related party transactions

[ 15. Parent company

The Company 1s jomtly owned by LS Birmingham Limited, Hammerson Biminghamn Properties Limited and Pearl (Martineau Phase 2) Linvted
whose ulimate parent companies are Land Securities Group PLC, Hammerson ple and Phoenix Group Heldings, respectively

Consolidated financial statements for the year ended 31 March 2011 for Land Secunties Group PLC can be obtained from the Company

Secretary, 5 Strand, London WC2N SAF  This is the largest and smallest Group to include these accounts n its consolidated financial

statements

Consolidated financial statements for the year ended 31 December 2010 for Hammerson plc can be obtaned from the Company Secretary, 10
Grosvenor Street, London W1K 4BJ This 1s the largest and smallest Group to Include these accounts in its consolidated financial statements

Consolidated financial statements for the year ended 31 December 2010 for Phoenix Group Holdings can be obtaned from the Company
Secretary, 1st Floor, 32 Commercial Street, St Helier, Jersey JE2 3RU This 1s the largest and smallest Group to include these accounts n its

consolidated financial statements
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

| General Partners’ Report for the year ended 31 December 2010

The General Partners subrrut their report with the audited financial statements of the Limited Partnership for the year to 31 December 2010
RESULTS FOR THE YEAR

The results are set out in the Profit and Loss Account on page 3

PRINCIPAL ACTIVITY, REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

The Limited Partnership acts as an investment partnership to hold the economic interests of its partners as developers of Martineau Gallenes,
Birmingham No changes i the Limited Partnership’s principal activity are anticipated in the foreseeable future

PARTNERS

Martineau Gaileries (GP) Limited, with a 0 46% interest, acts as the General Partner to the Limited Partnership  The Limited Partners and their
respective percentage holdings are shown below

LS Martineau Gallenes Limited 3318%
Hammerson MGLP Limited 3218%
Pearl Assurance Limited 3318%
INDEMNITY

The General Partner's ultimate holding companies, Land Secunties Group PLC, Hammerson ple and Phoenix Group Holdings, have made
qualfying third party indemnrty provisions for the benefit of their respective Directors of the General Partner which were in place throughout the
year and which remain in place at the date of this report

GENERAL PARTNER'’S RESPONSIBILITIES IN RESPECT OF THE PREPARATION OF THE FINANCIAL STATEMENTS

The Martineau Gallenes Limited Partnership ("the Limited Partnership”) i1s registered pursuant te the provisions of The Limited Partnerships Act
1907 The Partnerships and Unlimited Companies {Accounts) Regulations 1993 (Sl 1993/1820) require certain qualifying parinerships to
prepare and have audited annual accounts and reports as required for a company by the Companies Act 2006 The Lirmited Partnershipis a
qualifying partnership as all its members are imited companies

Martineau Gallenes (GP) Limited acting as the General Partner 1s responsible under Article 23 of the Limited Partnership Deed dated 1307 for
the preparation of the Limited Partnership accounts in accordance with English law and generally accepted accounting principles and prachices
in the UK except where the Limited Partnership Deed states that investment properties should not be revalued

The General Partner 1s required to prepare financial statements for each financial year, which give a true and fair view of the state of affairs of
the Limited Parinership as at the end of the financial year and of the profit or loss of the Limited Partnership for that year In prepanng those
financial statements, the General Partner 1s required to

select suitable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

state whether applicable accounting standards have been followed, and

prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Limted Partnership will continue
n business

The General Partner 1s responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial
position of the Limited Partnership and to enable it to ensure that the financial statements comply with SI 1993/1820 (Regulation 4) It s also
responsible for safeguarding the assets of the Limited Partnership and for taking reasonable steps for the prevention and detection of fraud and
other irregularities

2
Director ASHLEY BLAkE ctor LAWRENCE HUTIHINGS
For and on behalf of the Generat Partner, ér and on behalf of the General Partner,
Martineau Gallenes (GP) Limited Martineau Galleries {(GP) Limited
27 July 2011 27 July 2011
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

Independent Auditors’ Report to the Partners of The Martineau Galleries Limited Partnership for the year
ended 31 December 2010

We have audited the financial statements of The Martmeau Gallenes Limited Partnership for the year ended 31 December 2010 which comprise
the Profit and Loss Account, the Reconciliation of Movements in Net Funds Aftnbutable to Partners, the Balance Sheet, the Cash Flow
Statement and the retated notes These financial statements have been prepared n accordance with the basis of preparation and accounting
policies in note 1 to the financial statements

Respective responsibilities of the General Partner and auditors

As explained more fully in the General Partner's Responsibilities Statement above, the General Partner is responsible for the preparation of the
financial statements in accordance with the basis of preparation and accounting policies in note 1 and for deterrmining that the basis of
preparation and accounting policies are acceptable in the circumstances Qur responsibility 1s to audit and express an opinion on the financial
staternents in accordance with relevant legal and regulatory requirements and International Standards on Audiing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinion, has been prepared for and only for the Partners as a body in accordance with the Limited Partnership Deed,
and for no other purpose We do not, in giving this apinion, accept or assume responsibility for any other purpose or to any other person to
whom this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financtal statements

An audit involves obtaning evidence abeut the amounts and disclosures in the financial statements sufficient to give reasonable assurance that
the financial statements are free from matenal misstatement, whether caused by fraud or error  This includes an assessment of whether the
accounting pelicies are appropriate to the Limited Partnership's circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the General Partner, and the overall presentation of the financial statements
Opimion on financial statements

In our optnton the financial statements for the year ended 31 December 2010 have been properly prepared, in all material respects, in
accordance with the basis of preparation and accounting policies in note 1 to the financial statements

Basis of preparation

Without modifying our opimon, we draw attention to note 1 to the financial statements which discloses the basis of preparation  The financial
statements have been prepared for the purposes of the Limited Partnership Agreement and may not be suitable for another purpose

W

Jolin Waters (Senior Statutory Auditor)

r and on behalf of PrnicewaterhcuseCoopers LLP
Chartered Accountants and Statutory Auditors
London
27 July 2011
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

[ Profit and Loss Account for the year ended 31 December 2010 Il

Notes 2010 2009

£'000 £'000

Turnover Gross property income 2 3,641 4,238
Net rental income 2 1,853 2,353
Property management and administrative expenses 3 (206) (210)
Operating profit 1,647 2,143
Provision following tmpaiment review (278)  (12,039)
Profit / {loss) before interest 1,369 (9,896)
Interest recevable and similar income 4 4 16
Interest payable and similar charges 5 - 3
Profit / {loss) transferred to Partners’ current accounts 1,373 {9,883)

Reconciliation of Movements in Net Funds Attributable to Partners for the year ended 31 December 2010 J

Notes 2010 2009

£000 £'000

Profit / (loss) transferred to Partners’ current accounts 11 1,373 (9.883)
Distributions 11 (2,700} (4,200)
Net change in net funds attributable to Partners (1,327} {14,083)
Opening net funds 74,770 88,853
Closing net funds attrnbutable to Partners 73,443 74,770

All amounts anse from continuing operations
There 15 no difference between reported profit / (loss) and histoncal cost profit / (loss) on ordinary activities before taxation
There are no recognised gains or losses other than those shown in the Profit and Loss Account above
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

| Balance Sheet as at 31 December 2010

Fixed assets
Tangible assets
Investment properties
Current assets
Debtors falling due after more than one year
Debtors falling due within one year
Cash at bank and in hand

Creditors amounts falling due within one year
Net current assets
Net assets attnbutable to Parthers
Capital and reserves
Partners’ capital accounts

Partaers’ current accounts

Partners’ funds

Notes

10
11

The financial statements on pages 3 to 9 were approved by the General Partner on 27 July 2011

Signed on behalf of the General Partner

Director ASHLEY BLAKE
For and on behalf of the General Partner,
Martineau Galleries {GP) Limited

27 July 2011

2010 2009
£'000 £000
36,025 36,030
35972 35972
1,889 1,638
1,025 2,407
38,886 40,017
(1,468)  (1.277)
37,418 38,740
73,443 74,770
109,352 109,352
(35.908)  (34,582)
73,443 74,770

b\

rector LAWRENCE HOUTWHINGS
For and on behalf of the General Partner,
Martineau Gallenes (GP) Limited
27 July 2011
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

[ Cash Flow Statement for the year ended 31 December 2010

2010 2009
£'000 £'000
Net cash inflow from operating activihies 1,587 1,432
Returns on investment and servicing of finance
Interest receved 4 23
Interest paid - (3)
Net cash inflow from returns on investment and servicing of finance 4 20
Net cash inflow from operating activities and investments after finance charges 1,591 1,452
Capital expenditure and financial investment
Purchase of tangible fixed assets (273) (32)
Net cash outflow for capital expenditure (273) (32)
Distributions paid to Partners (2,700) (4,200)
Decrease in cash in the year {1,382) {2,780)
[ Reconciliation of operating profit to net cash inflow from operating activities
2010 2008
£'000 £'000
Operating profit 1,647 2,143
Increase m debtors {2561} {523)
Increase / (decrease) In creditors 191 (188)
Net cash inflow from operating activities 1,587 1,432
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

{ 1. Accounting Policies

The financial statements have been prepared on the going concern basis, under the histonical cost convention, in accordance with the Limited
Partnership Agreement

The following accounting polictes have been applied consistently in dealing with items which are considered matenal in relation to the Limited
Partnership's financial statements

(a) Profit and Loss Account and other primary statements

The profit / (loss) on ordinary activities before taxation 1s arnived at after taking into account income and outgoings on all properties, including
those under development In accerdance with FRS3 'Reporting Financiat Performance, profits and losses on properties sold dunng the year
are calculated by comparing net sales proceeds with book values

{b) Gross property income
The gross property income compnises rental iIncome, service charges and other recoveries from tenants of its investment properties
{ncome Is credited to the Profit and Loss Account as space and other services are provided to customers Gross property income includes

costs recovered from tenants Rental income includes the net iIncome from managed operations such as car parks, food courts, serviced offices
and flats

Service charges and other recovenes include income n relation to service charges and directly recoverable expenditure together with any
chargeable management fee In accordance with the Accounting Standards Board's (ASB) Urgent Issues Task Force Abstract 28 'Operating
Lease Incentives’ (UITF28) the Limited Partnership treats any incentive for lessees to enter into lease agreements as a revenue cost and
accounts for rental income from the commencement date of any rent-free period The cost of all lease Incentives (such as rent-free penods or
contributions to tenants’ fiting out costs) 1s, therefore, offset against the total rent due The net rental income s then spread evenly over the
shorter of the penod from the rent commencement date to the date of the next rent review or the lease end date

(c) Interest

Interest 1s accounted for on an accruals basis

(d) Investment properties

I Valuation

Investment properties are those properties, either owned by the Limited Partnership or where the Limited Partnership 1s a lessee under a
finance lease, that are held either to earn rental income or for capital appreciation or both

Investment properties are carnied at the lower of cost and net realisable value

Properties are treated as acquired at the point when the Limited Partnershup assumes the significant nisks and returns of ownership and as
disposed when these are transferred to the buyer Additions to investment properties consist of costs of a capital nature  Certain internal staff
and associated costs directly atinbutable to the management of major schemes dunng the construction phase are also capitalised

Il Depreciation and amortisation

In accordance with SSAP19 ‘Accounting for Investment Properties', depreciation 1s not provided on investment properties that are held as
freeholds or on leases having more than 20 years unexpired This Is a departure from the Companies Act 2006 which requires all tangible
assets to be depreciated In the opinion of the directors, this departure 1s necessary for the financial statements to give a true and fair view and
comply with applicable accounting standards which require properties to be included in the financial statements at market value The effect of
depreciatton 15 implicitly reflected in the vatuation of investment properties, and the amount attributable to this factor cannot reasonably be
separately identified or quantified by the valuers Had the provisions of the Act been followed, net assets would not have been affected but
revenue profits would have been reduced for this and earlier years and revaluation surpluses/deficits would have been correspondingly
increased / decreased

{e) Impairment of assets

Assets are reviewed annually for impairment Where impaimment exists the asset 1s written down to its net realisable value

(f) Debtors

Ali trade debtors are recognised at the amounts receivable iess any provision for doubtful debts Recoverability of trade debtors 1s reviewed on
an ongoing basis

(g) Cash
Cash comprises cash in hand and bank deposits that can be withdrawn immediately or within twenty four hours without penalty
(h) Segmental reporting

The Limited Partnership’s activities consist solely of property mvestment in the United Kingdom
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

| 2. Net rental income

2010 2009

£'000 £'000
Rental income 2,962 3,667
Service charges and other recoveries 679 571
Gross property income 3,641 4,238
Other direct property or contract expenditure (1,788) (1.,885)
Net rantal income 1,853 2,353

Other property outgoings are costs incurred in the direct maintenance and upkeep of investment properties Void costs, which include those
relating to empty properties pending redevelopment and refurbishment, costs of investigating potential development schemes which are not
proceeded with, and costs in respect of housekeepers and cutside staff directly responsible for property services, are also included

| 3. Property management and administrative expenses

Property management and administrative expenses consist of all costs of managing the property, together with the costs of rent reviews and
renewals, re-lettings of the property and management services as explained tn ncte (a) below No staff costs or overheads are capitahsed

(a) Management services

The Limited Partnership had no employees dunng the year (2009 Nene) Management services were provided to the Limited Partnership
throughout the year by Martineau Gallertes {GP) Limited, a related party of the Limited Partnership, for which it recemves no fees (2009 £Nil)

(b) Directors’ emoluments / Corporate Services

The directors of the General Partner received ng emoluments for their services to the Limited Partnership  The amounts allocated to services
for this Limited Partnership were of neghgible value (2009 £Nil} Land Securities Properties Limited, a related party of the Limited Pargnershlp,
provided both corporate services and property and development management services to the Limited Partnership throughout the year, for
which it received fees of £32,500 (2009 £32,500) and £150,000 (2009 £150,000) respectively Additionally, Hammerson (MGLP) Limited
provided secretanal services to the value of £11,668 for the year (2009 £11,665)

(¢} Auditors’ remuneration

The auditors’ remuneration amounts to £12,000 (2009 £12,000) The auditors receved no remuneration for non-audit services provided to the
Limited Partnership during the year (2009 £Ni)

{d) Prowision for impaimment in value

An impairment of £278,016 (2009 £12,039,018) in respect of an investment property has been recognised in the Profit and Loss Account for the
year following a valuation by DTZ Debenham Tie Leung Limited where the net realisable value was considered to be lower than cost

(e) Operating lease rentals

The operating lease rentals for land and builldings for the year amounts to £252,085 (20098 £268,231)

4. Interest receivable and similar income

2010 2009
£000 £'000
Interest on bank deposits - 15
Sundry 4 1
4 16

| 5. Interest payable and similar charges
2010 2009
£'000 £°000
Sundry - 3
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

6. Investment properties

At 1 January 2010

Additions

Impaiment

Net book value at 31 December 2010

Net book value at 31 December 2008

Leasehold
Over 50
years to run
£'000

36,030
273
278

36,025

36,030

The historical cost of the investment properties 15 £62,816,415 (2009 £62 543,399) The valuations are prepared by DTZ Debenham Tie Leung
Limited, independent valuers 1n accordance with the valuation principles of the Appraisal and Valuation manual of the Royal Institute of

Chartered Surveyors

7. Debtors falling due after more than one year

Loans to Partners

2010 2009
£'000 £'000
35,972 35,972
35,972 35,972

In accordance with Articled 17 of the Limited Partnership Deed, the Limited Partnership has provided unsecured interest free loans to each of
the partners repayable at such times and in such as the General Partner shall determine from time to time

8. Debtors falling due within one year

2010 2009
£'000 £000
Trade debtors 1,711 1,464
Amounts due from related parties 75 -
Prepayments and accrued income 103 174
1,889 1,638
| 9. Creditors' amounts falling due within one year

2010 2008
£'000 £000
Trade creditors 22 -
Amount owed to a related party - 75
Taxation and social security 111 89
Accruals and deferred income 1,335 1,113
1,468 1,277

The unsecured loan from a related party is interest free and repayable on demand with no fixed repayment date

| 10. Partners’ capital accounts
Martineau LS Martineau Pearl
Gallenes (GP) Gallertes Hammerson Assurance

Limited Limited MGLP Lirmited Limited Total
£'000 £'000 £'000 £'000 £'000
At 1 January 2010 and 31 December 2010 2 36,450 36,450 36,450 109,352
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THE MARTINEAU GALLERIES LIMITED PARTNERSHIP

I

11. Partners’ current accounts

Martineau LS Martineau Pearl
Galleries (GP) Gallennes Hammerson Assurance
Limited Limited MGLP Limited Limited Total
£000 £000 £'000 £000
At 1 January 2010 65 (11,549} (11,549) {11,549) (34,582)
profit for the financial year 5 456 456 456 1,373
Distributions to Partners - {900) {900) (900) (2,700}
At 31 December 2010 70 (11,993) (11,993) {11,993) {35,909)

12. Related party transactions

Cther than disclesed in the notes, there were no matenial related party transactions durnng the year

13. Ultimate controlling parties

The ultimate controlling party of the Limited Partnership 1s considered to be the General Partner, Martineau Galleries {GP) Limited The Limited
Partnership and the General Partner are jointly owned by LS Martineauv Gallenes Limited, Hammerson MGLP Limited and Pearl Assurance

Limited whose ultimate parent companies are Land Secunties Group PLC, Hammerson plc and Phoenix Group Holdings, respectively

Consolidated financial statements for the year ended 31 March 2011 for Land Securities Group PLC can be obtained from the Company
Secretary, 5 Strand, London WC2N 5AF This is the largest and smallest Group to include these accounts In its consolidated financial
statements

Consolidated financial statements for the year ended 31 December 2010 for Hammerson plc can be obtained from the Company Secretary, 10
Grosvenor Street, London W1K 4BJ This 1s the largest and smallest Group to include these accounts in its consclidated financial statements

Consolidated financial statements for the year ended 31 December 2010 for Phoenix Group Holdings can be obtained from the Company
Secretary, 1st Floor, 32 Commercial Street, St Heler, Jersey JE2 3RU This 1s the largest and smallest Group to include these accounts
consolidated financial statements

nits
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