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THE MALL FUNDING PLC
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2010

The directors have pleasure 1n presenting their report and the financial statements of the company for the year
ended 31 December 2010

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW
The Mall Funding Plc 1s a company domiciled in England and Wales and 15 incorporated in Great Britain under
the Companies Act 2006

The company's principal activity, which remained unchanged durning the year, 1s that of a special purpose
company established 1n order to 1ssue the Notes (1 ¢ listed bonds that are held 1n the company which fund the
inter-company loan between company and The Mall Limited Partnership), to lend money to The Mall Limited
Partnership (“the loan” or “Inter-Company Loan™), to open accounts, to create secunity and receive mterest in
respect thereof, and to enter into certan related transactions as described 1n the offening circular dated 22 April
2005

On 5 May 2005 the company 1ssued £1,060,000,000 of floating rate notes due 1n 2014 and listed on the Insh
Stock Exchange On 27 September 2006, the company issued a further £375,000,000 of floating rate notes and
used the proceeds to make a further loan to The Mall Limited Partnership

The money lent to The Mall Limited Partnership 1s secured against fixed mortgages over and rental income from
a portfolio of shopping centres located throughout Great Britain The property portfolio at prior year-end
consisted of 20 shopping centres Durning the current year, the property portfohio had been reduced to 12
following the sale of 8 shopping centres, resulting 1n a prepayment 1n the loan of £418,444.086 taking the
balance down to £827,737,856

On 10 June 2010, a Consent Sohicitation Process was launched to restructure the Notes which matured 1n Apnl
2014 The outstanding principal of the Notes as of this date amounted to £1,076 9 mullion The loan from
company to The Mall Limuted Partnership was in the same amount which would have matured in April 2012

The key elements of the restructuring were as follows

* An extension of the matunity date of the Inter-Company Loan by three years to 22 Apnl 2015 and the legal
matunty of the Notes to 22 Apnl 2017

s A cash contribution of £155 million from retained cash held in the Partnership Account, of which £50 million
was applied on closing to the prepayment of the Inter-Company Loan and £85 million to fund leasing
incentives, capital expenditure, working capital reserves, and with the balance covering swap breakage costs,
consent solicitation fees, various costs of the transaction and contingencies

* An increase i the margin payable to Noteholders from 0 18% to 0 68% from April 2011

s Mandatory amortisation requiring that the Inter-Company Loan 15 reduced to an amount equal to or less than
£800 mullion by December 2012 and £600 milhion by December 2014

¢ The LTV (loan to value) covenant (defined as outstanding debt divided by gross property value) related to
the Inter-Company Loan waill be tested from December 2011 and will require that the LTV 1s equal to or less
than

1) 83% in December 2011
1) 77% in December 2012
m) 71% in December 2013
1v) 65% in December 2014

e A suspension of the current release price mechamsm until the LTV 1s at 60% or below and the debt
outstanding 15 equal to £600 milhon or less Subject to other condiions being met, this will allow sales of
properties where the proceeds recerved would be below the histonically determuned release price

e Distnibutions were resiricted until total debt outstanding 1s £600 million or less and the LTV 15 60% or less

Simultanecusly, with the launch of the Consent Solicitation Process, umtholders i the Fund were asked to vote
on an extension of the Fund to 30 June 2017

The aobjective of this proposal was to mutigate the existing 2012 refinancing risk by ensuring that the Fund has a
robust medium term financing structure, giving 1t flexibility to de-leverage over a sensible ime frame and create
future value

On 5 July 2010, the umtholders voted in favour of the refinancing proposal On 15 July 2010, the bondholders
voted 1n favour of the refinancing proposal




THE MALL FUNDING PLC
DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW (continued}
As at 31 December 2010 the swaps were valued as a habihity of £50,715,805, compared to a hability of
£77,891,128 as at 31 December 2009, showing an overall decrease in liabihity of £27,175,323 1n 2010

The key performance indicator of the business 1s considered to be the net interest margin  In the year ended
31 December 2010, the company achieved a net interest margm of 0 05% In the year ended 31 December 2009,
the company achieved a net interest margin of 0 3%

RESULTS AND DIVIDENDS
The trading results for the year and the company's financial positton at the end of the year are shown in the
attached financial statements

The profit of the company for the year based on these financial statements prepared using International Financial
Reporting Standards (“IFRSs™) as adopted by the European Union, amounted to £19,018,424 (2009 loss
£890,962) The profit arises principally due to recognttion of the interest rate swap at fair value The interest
rate swap 1s an economic hedge against the loan to originator (see note 1(e)), however the loan to onginator 1s
accounted for at amortised cost and fair value movements which would compensate the gain or loss on swap are
not recognised on the balance sheet Details of fair values are set out 1n note 15

As a consequence of the accounting treatment for the interest rate swap and loan to originator set out above, the
company reports net habilities of £36,896,956 at 31 December 2010 (2009 £55,915380) Again this arises
because the fair value gain on the loan to originator 1s not recognsed as described above Under the terms of the
loan agreement with The Mall Limited Partnership, the company's cash outflows are matched by cash inflows
from the partnership The debt 1n the underlying partnership will ultimately be repaid through realisation of
underlying property assets

The directors have not recommended a dividend (2009 £ml)

POST BALANCE SHEET EVENTS
On 14 January 2011, The Mall Limited Partnership sold The Gallemes Shopping Centre, Bristol, to HSBC
European Active Real Estate Trust for the sum of £50,200,000 resulting in a net loss on disposal of £501,414

On 26 Apnl 2011, the company received a partial prepayment of £55,000,000 1n the inter-company loan with
The Mall Limited Partnershup following the receipt of proceeds from the sale of property at Bristol
(£47,405,561) and available excess cash held within The Mall Limited Partnership (£7,594,439) Accordingly,
partial prepayment of the bonds was made on the same date for £55,000,000

GOING CONCERN

The directors have considered the use of the going concern basis in the preparation of the financial statements n
light of the net liabiliies position on the balance sheet as at 31 December 2010 which 1s due to the recognition of
the interest rate swap at fair value

The company 1s a special purpose company and 1s not carrying oul any business other than the 1ssue of the
Notes, the lending of the proceeds thereof to The Mall Limited Partnership and transactions ancillary thereto
The ability of the company (e meet 1ts obligauions under the Notes will be principally dependent on the receipt
by 1t of funds from The Mall Limited Partnership under the terms of the loan, the receipt of funds from the swap
providers, and in certain circumstances the hquidity facility provider Other than these, and prior to enforcement
of the underlying security, the company will not have any other significant funds available to meet 1ts obligations
under the Notes and in respect of any payment ranking in priority to, or par1 passu with, the notes

The loan to The Mall Limited Partnerstup will mature 1n Apri] 2015 The Mall Limited Parinership has been
actively managing the challenge posed by the loan maturity by reducing debt through opportunistic asset sales,
retaining cash by suspending distributions, and stopping non-essential and uncommitted capital expenditure
The directors have enquired and have concluded that The Mall Limited Partnership will be able to meet the
requrements and covenants (as described 1n the above) following the refinancing of the loans

After making enquiries, the directors therefore have a reasonable expectation that the company will have access
to adequate resources to continue 1n operational existence for the foreseeable future  Accordingly, they continue
to adopt the going concern basis in preparing the financial statements




THE MALL FUNDING PLC
DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

PRINCIPAL RISKS AND UNCERTAINTIES

The company exists to facilitate loans to The Mall Limited Partnership which have been used by The Mall
Limited Partnershup to acquire an interest in a portfolio of shopping centres The principal nisks and
uncertainties for the company are as follows

Interest rate risk

Interest rate risk arises principally from changes 1n interest rates The company has an interest rate risk in that the
loan to The Mall Limited Partnership and the interest paid on the Notes are vanable The company has
miumsed this exposure by entering to interest rate swap transactions with Credit Swisse First Boston
International and another with Lloyds TSB Bank Plc to manage the company’s exposure to interest rate risk
associated with the Notes  The costs related to these transactions are passed through to The Mall Limted
Partnership

Credit risk

Credit nisk exists where the company 1s unable to collect money owed to 1t in full or on time The main credit
nsk for the company relates to collection of amounts due under the loan to The Mall Limtted Partnership and
also to receipt of monies due under the interest rate swap transactions The ability of The Mall Limited
Partnership to repay the loan 1s limuted by the ability of The Mall Limited Partnership to collect momes owed to
it from the underlying portfolio of shopping centres and its ability to ultimately realise the shopping centres for
more than the loan balance At 31 December 2010 the loan outstanding to The Mal! Limited Partnership
amounted to £825,299,079 (2009 £1,240,884,044) whilst the valuation of the underlying property portfolio
amounted to £1,115,578,719 (2009 £1,306,637,238)

Liquidity risk

Liqudity nisk exists where the company 1s unable to pay its habilities as they fall due for payment due to
mnsufficient cash The company has entered into a liquidity facility agreement wath Barclays Bank PLC which
will be available, subject to certamn criteria and circumstances, 1n the event that the company 1s unable, on a
temporary basis, to meet 1ts financial commitments

Currency risk
All of the company’s assets and habihties are denomunated 1n Sterling and therefore there 1s no foreign currency
nisk

Further discussion of the company’s approach to financial instruments 1s set out in note 1 (significant accounting
policies) and i note 15

THE DIRECTORS
The directors, who served the company throughout the year except as noted, were as follows

Wilmington Trust SP Services (London) Limited
Mr M H Filer

Mrs R L Samson (resigned 5 May 2011)

Mr J-C Schroeder

CREDITOR PAYMENT POLICY
It 15 the company’s policy to pay creditors when they fall due for payment There are no trade creditors m either
the current or prior year




THE MALL FUNDING PLC
DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2010

AUDITOR
Each of the persons who 1s a director at the date of approval of thus report confirms that

. so far as the director 1s aware, there 1s no relevant andit information of which the company's auditor 15
unaware, and

e  the director has taken all the steps that he/she ought to have taken as a director in order to make
himself’herself aware of any relevant audit information and to establish that the company's auditor 1s aware
of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006

Deloitte LLP were appointed sole auditor and have expressed their willingness to continue 1n office as auditor
and a resolution to reappoint them will be proposed at the forthcoming Annual General Meeting

Signed by order of Board of Directors

A S

For on the behalf of
WILMINGTON TRUST SP SERVICES (LONDON) LIMITED
Company Secretary

Date 30 June 2011




THE MALL FUNDING PLC
STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 31 DECEMBER 2010

The directors are responsible for preparing the Annual Report and financial statements i accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors are required to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit and loss of the company for that period In prepanng these financial statements,
International Accounting Standard 1 requires that directors

. properly select and apply accountmg policies,

. present information, including accounting policies, in a manner that provides relevant, rehable,
comparable and understandable information,

. provide additional disclosures when compliance wath the specific requirements 1in IFRSs are insufficient
to enable users to understand the impact of particular transactions, other events and conditicns on the
entity's financial position and financial performance, and

. make an assessment of the company's ability to continue as a going concern

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 uregulanties




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE MALL
FUNDING PLC FOR THE YEAR ENDED 31 DECEMBER 2010

We have audited the financial statements of The Mall Funding Plc for the year ended 31 December 2010 which
comprise the Statement of Comprehensive Income, the Statement of Changes i Equity, the Statement of
Fiancial Position, the Statement of Cash Flows and the related notes 1 to 18 The financial reporting
framework that has been applied in their preparation 15 applicable law and International Fmancial Reporting
Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company’s members, as a body, n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explamned more fully m the Statement of Directors” Responsibilities, the directors are responsible for the
preparation of the financial statements and for bemg satisfied that they give a true and farr view OQur
responsibility 1s to audit and express an opmion on the financial statements 1t accordance with apphcable 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

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaiming evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the company’s
circumstances and have been consistently apphied 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 s profit
for the year then ended,

. have been properly prepared i accordance with IFRSs as adopted by the European Union, and

. have been prepared 1n accordance with the requirements of the Compamies Act 2006

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006
In our cpmion the mformation given 1n the Directors” Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
We have nothing to report 1n 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
recerved from branches not visited by us, or
the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the information and explanations we require for our audit

Mden Lk &cA

Andrew Clark, FCA (Senior Statutory Auditor)
for and on behalf of Delortte LLP

Chartered Accountants and Statutory Audator
London, United Kingdom

Date 30 June 2011




THE MALL FUNDING PLC
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2010

Notes

Fair value gain/(loss) on financial instruments 15
Operating expenses 6
Operating gain/(loss) 3
Finance income 4
Finance costs 5
Net finance income

Profit/(loss) before tax for the year

Taxation 7
Net profit/(loss) attributable to equity holders 12

2010 2009
£ £

27,175,323 (1,289,088)
(95,708) (119.829)
27,079,615 (1,408,917
84,495,018 65,962,385
(84,455.768) (65.790.916)
39,250 _ 171.469
27,118,865 (1,237,448)
(8,100,441) 346.486
19,018,424 __(890,962)

The current year loss and prior year loss shown above are denved from continuing activities

No operations were acquired or discontinued 1n the current or prior period

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2010

Balance at 1 January 2009
Loss for the year
Balance at 31 December 2009

Retained
Share capital earnings Total
£ £ £
12,502 (55,036,920) (55,024,418)
- (890.962) (890.962)
12,502 (55927,882)  _(55915,380)
Profit for the year - 19.018.424 19.018.424

Balance at 31 December 2010

—12.502 (36,909.458) _(36,896,956)

The notes on pages 11 to 22 form an integral part of these financial statements




THE MALL FUNDING PLC
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2010

Non-current assets

Loan to onginator
Deferred tax asset

Current assets
Other receivables
Cash and cash equivalents

Total assets
Current liabilities
Interest payable

Other payables
Denvative hability

Net current liabihities

Non-current liabilities

Interest-bearing loans and borrowings

Total liabilities
Net liabilities

Equity
Share capital
Deficit

Deficit attributable to equity holders

Notes

L -]

10
11

13
14
15

13

12
12

12

2010

825,299,079
13,709,075
— 839,008,154

7,996,005

92,015

8,088,020

—847,096,174

1,455,991
12,884,765
50,715,805
65,056,561

—(56,968,541)

— 818,936,569

883,993,130
—{(36,896,956)

12,502
(36,909.458)

—(36,896,956)

2009

1,240,884,044
21,809,516
1.262,693,560

12,208,296

73,114

12,281,410

1,274,974,970

=

1,852,101
10,263,077
77.891.128
90,006,306

{27,724

1,240.884.,044

1,330.890.350
(55,915,380}

12,502
(55.927.882)

(55,915,380)

The financial statements for The Mall Funding Ple, registration number 05412608, were approved by the board

of directors and authonsed for 1ssue on the 30 June 2011 They were signed on 1ts behalf by

A

For and on the behalf of

WILMINGTON TRUST SP SERVICES (LONDON)} LIMITED

Director

The notes on pages 11 to 22 form an intepral part of these financial statements



THE MALL FUNDING PLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2010

Notes
Cash flows from operating activities
Operating profit/(loss)
Adjustments for
Fair value movement on financial instruments

Operating cash flow before movements in working
capital

Decrease/(increase) in recervables
Increase/(decrease) in payables

Cash used in operations

Facility fee paid

Cash received for expenses

Interest recerved on loan to onginator
Net swap wnterest paid

Interest paid on notes

Income tax paid

Net cash from operating activities

Cash flows from investing activities
Bank interest received

Loan notes partially repard

Net cash from mmvesting activities

Cash flows from financing activities
Partial repayment on loan notes 1ssued
Net cash used in financing activities

Net increase in cash
Cash at beginming of year

Cash at end of year 11

As explained in the accounting policies on page 13, the cash s not freely available to be used

The notes on pages 11 to 22 form an integral part of these financial statements

10

2010 2009

£ £
27,079,615 (1,408,917)
(27,175323) 1.289.088
(95,708) (119,828)
142,102 (10,604)

350 __ (616)

46,744 (131,048)
(308,120) (223,500)
347,362 5,452
55,750,203 63, 639,045
(46,574,524) (27,730,484)
(9,231,928) (35,535.,085)
(10,844) (12,048)
18,893 12,331

8 67
418,444,086 -
418,444,094 67
(418.444,086) -
{(418.444,086) i
18,901 12,398
73,114 60,716
92,015 73,114




THE MALL FUNDING PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

1.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies are summansed below They have all been apphed consistently
throughout the year and the preceding year

a) Statement of compliance

The financial statements for the year ended 31 December 2010 and the comparatives have been prepared in
accordance with International Financial Reporting Standards (IFRSs) and 1ts interpretations as endorsed by
the European Union (“EU™) and effective at 31 December 2010

b) Basis of preparation

The financial statements have been prepared mn accordance with International Financial Reporting
Standards (‘IFRSs’) The financial statements have also been prepared in accordance with IFRSs adopted
by the European Union

The financial statements have been prepared on the historical cost basis except that derivative financial
mstruments are stated at thewr fair value

Adoption of new and revised standards
i) Standards, amendments and interpretations effective in 2010
The following standards, amendments and interpretations to published standards are adopted by the
company in the current period

Amendments to IAS 39 ‘Financial Instruments Recognition and Measurement’

In the directors’ opimon, the adoption of these standards does not have a matenal impact on the
company’s financial statements

ii) Standards, amendments and interpretations effective in 2010 but not relevant:
The following standards, amendments and nterpretations to published standards are mandatory for
accounting periods beginning on or afier 1 January 2010 and have been adopted mn the current year but
they are not relevant to the company’s operations Their adoption has not had any sigmificant impact of
the amounts reported m these financial statements but may impact the accounting for future transactions
and arrangements

. & & 0

IAS 27 (2008) ‘Consolidated and Separate Financial Statements’

IAS 28(2008) ‘Investments 1n Associates’

IFRS 3 (2008) ‘Business Combinations’

IFRS 2 (amended) ‘Group Cash-settled Share-based Payment Transactions’
Amendment to IFRS 2 ‘Share-based Payment’

Amendment to [AS 17 ‘Leases’

IFRIC 17 ‘Distributions of Non-cash Assets to Owners’

iii) Standards, amendments and interpretations to existing standards that are not yet effective and

have not been adopted early:

At the date of authonisation of these financ:al statements, the following Standards and Interpretations
which have not been applied in these financial statements were 1ssued but not yet effective (and
some cases had not yet been adopted by the EU)

* [FRS 9 ‘Financial Instruments’

» [AS 24 (amended) ‘Related Party Disclosures’

» IAS 32 (amended) ‘Classification of Rights Issues’

» IFRIC 19 ‘Extingwishing Financial Liabiliies with Equity Instruments’

» [FRIC 14 (amended) ‘Prepayments of a Mintmum Funding Requirement’
e Improvements to IFRSs (May 2010)

The directors do not expect that the adoption of these Standards and Interpretations i future periods wall

have

a matenal impact on the company’s financial statements 1n the period of mtial application

11




THE MALL FUNDING PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

1

SIGNIFICANT ACCOUNTING POLICIES (continued)

c) Going concern

The company’s business activities, together with the factors likely to affect its future development,
performance and position are set out i the Directors’ Report on pages 2 to 5, while note 15 to the financial
statements sets out the company’s financial nsks strategy As explaned n the Directors® Report, the
company has net liabilities as at 31 December 2010 as a consequence of recogntion of the interest rate
swap at fair value The principal asset 1s the loan to originator with a carrying value of £825 mullion which
1s recoverable from The Mall Limited Partnership The directors have enquired and have concluded that
The Mall Linmted Partnership 1s itself a going concern

The loan to The Mall Limuted Partnership 1s repayable in April 2015, whereupon the company’s external
loans, being the Floating Rate Notes due 2017 (see Note 13 to the accounts), also become repayable, The
Mall Limited Partnership has been actively managing the challenge posed by the loan maturity by reducing
debt through opporturistic asset sales, retamning cash by suspending distributions, and stopping non-
essential and uncommuitted capital expenditure The directors have enquired and have concluded that The
Mall Limited Partnership will be able to meet the requirements and covenants (as described in the
Directors” Report) following the refinancing of the loans

After making enquiries, the directors therefore have a reasonable expectation that the company will have
access to adequate resources to continue 1n operational existence for the foreseeable future Accordingly,
they centinue to adopt the going concern basis in preparing the financial statements

d) Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in confornuty wiath IFRSs requires management to make
Judgements, estimates and assumptions that affect the apphcation of policies and reported amounts of
assets and liabihties, income and expenses In particular for the fair value of derivatives and the associated
deferred tax, and the recoverability of assets The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making judgements as to carrying values of assets and lhiabilities that
are not readily apparent from other sources Actual results may differ from these estimates used 1n the
financial statements

The estimates and underlying assumptions are reviewed on an ongoing basis Revisions fo accounting
estimates are recognised 1n the year in which the estimate 1s revised 1f the revision affects only that year, or
in the year of the reviston and future years 1f the revision affects both the current and future years

e} Financial instruments
Financial assets and habilities are recognised on the balance sheet when the company has become a party to the
contractual provisions of the instrument The company’s financial instruments comprise a loan, cash,
derivatives, 1nterest-bearing borrowings and various receivables and payables that arise directly from 1its
operations The main purpose of these financial mstruments 1s to raise finance for The Mall Limited
Partnersmp These financial mstruments are classified 1n accordance with the principles of IAS 39 as
described below

Loan to oniginator

The lean to ongmator (or the Inter-Company Loan) 15 classified as “loans and receivables” The initial
measurement 15 at cost with subsequent measurement being at amortised cost using the effective interest
method Under the terms of the loan agreement, The Mall Limited Partnership 1s entitled to repay the loan
early providing certain conditions are met

Under the terms of a Security Trust Deed, the company has granted fixed and floating charges over its
assets and recervables, including the loan to originator, as secunty for the floating rate loan notes

The loan to originator 15 subyect to impairment reviews in accordance with IAS 39 A charge for
impairment would be recognised where there 1s a risk that the income on the loan to originator will be
sigmficantly reduced This could occur if the credit quality of the mortgage assets that are pledged as
collateral for the loan deteriorated significantly Currently the directors consider that no impairment exists

The loan to originator 1s secured by legal mortgages in respect of The Mall Limited Partnership’s assets
deemed as being part of the securitised pool (inclusive of directly owned assets and the investment in The
Main Square Camberley Unit Trust)

12




THE MALL FUNDING PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

SIGNIFICANT ACCOUNTING POLICIES (continued)

Receivables
Receivables are measured at fair value

Derivative financial instruments

The company uses denivative financial instruments to hedge 1ts exposure to interest rate risk ansing from
operational, financing and investment activities  In accordance with its treasury policy, the company does
not hold or 1ssue denvative financial instruments for trading purposes However, denvatives that do not
quahfy for hedge accounting are accounted for as held for trading

Interest rate risk associated with the external loan 1s managed by means of interest rate swaps and interest
rate caps with Credit Suisse First Boston International and Lloyds TSB Bank Plc, which requires the
company to pay the effective yield on the Loan and receive payments based on a rate hinked to the three-
month sterling LIBOR

The denvative has been fair valued through the Income Statement The fair value of interest rate swap
contracts 18 determined by reference to market values for similar instruments

Interest recervable or payable on the interest rate swap 1s accounted for on an accruals basis within interest
recervable or payable in the Income Statement

Cash and cash equivalents

The company has deposits in bank accounts held 1n the company’s name and which meet the defimtion of
cash but their use 1s restricted by a detailed priority of payments set out 1n the securitisation transaction
agreements As the cash can only be used t0 meet certain specific habilities and 1s not available to be
used with discretion, 1t 18 viewed as restricted cash The Statement of Cash Flows has been presented
using the indirect method of preparation

Payables
Payables are measured at fair value

Interest-bearing borrowings

Interest-beaning borrowings are recogmsed imtially at the proceeds received, net of direct 1ssue costs
Subsequent to mmtial recogmtion, interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recogmsed in the income statement over the perniod of
the borrowings on an effective interest basis

1) Finance income
Finance income consists primarily of interest earned on the loan to originator and 15 recognised n the
income statement using the effective interest method

g) Finance costs
Finance costs represent interest incurred on interest-beanng borrowing

h) Income tax

Income tax on the profit and loss for the period comprises current and deferred tax Income tax 1s
recognised 1n the mcome statement except to the extent that 1t relates to items recogmsed directly in
equity, m which case 1t 1s recogmsed 1n equity Deferred income tax 1s recognised on all temporary
differences ansing between the tax bases of assets and habilities and their carrying amounts in the
financial statements, with the following exceptions

e where the temporary difference anses from the imitial recognition of goodwill or of an asset or
hiability 1n a transaction that 1s not a business combination that at the time of the transaction affects
neither the accounting nor taxable profit or loss, and

» deferred income tax assets are recognised only to the extent that 1t 1s probable that taxable profit will
be available against which the deductible temporary differences, carmned forward tax credits or tax
losses can be utilised

Deferred income tax assets and habilities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset 15 reahsed or liability 15 settled based on tax rates and laws
enacted or substantively enacted at the balance sheet date

Under special rules 1ssued by the Inland Revenue for secuntisation companies, the company’s charge for
taxation s based on 1ts taxable profits calculated on a UK GAAP basis but disclosed 1n accordance with
IAS 12
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THE MALL FUNDING PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

2,

SEGMENTAL REPORTING

All of the company’s income and expenses, and assets and Liabilities denve from 1ts sole activity m the

UK, the provision of loan finance to The Mall Limited Partnership

OPERATING PROFIT
Thas has been arrived at after charging

Fees payable to the company’s auditors for the audit
of the company’s annual accounts

2010

—1.600

2009

—1.600

During the year nen-audit fees earned by Deloitte amounted to £44,000 1 respect of accounting advice on

the debt refinancing (Project Muse 2)

The directors received no emoluments (2009 £nil) for services to the company for the financial year

The company had no employees (2009 none) duning the financial year

FINANCE INCOME

Income from loan to originator

Amortisation of 1ssue costs reimbursed
Amortisatton of discount on loan to ortginator
Bank interest - net

2010

£
78,768,326
5,666,227
60,457

8

—£4,495.018

2009

£
63,691,791
2,222,517
48,010

67

65962 385

Income from loan to onginator includes other income recerved from The Mall Limited Partnership to cover

the company’s operating expenses and other finance costs under the Ongoing Facility Fee

FINANCE COSTS

Interest on loan notes

Net swap mterest payable
Amortisation of 1ssue costs
Amortsation of discount on loan notes
Swap break costs

Facility fee

OPERATING EXPENSES

Admunmstration and cash management fees
Audit fees

Corporate services fees

Thard parties expenses

Note trustee fees

Tax fees

Rating agency fees

14

2010
£
8,835818
42,833,352
5,666,227
60,457
26,751,794

308,120

—84,455,768

2010

15413
7,600
16,382
2,161
3,101
7,226

43,825

2009

£
22,556,180
39,913,709
2,222,517
48,010
827,000
223,500

——— AT A AN

65 1

2009

£

15,097
7,600
23,386
5,150

4,063
11,065
53.468
119,829




THE MALL FUNDING PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

7.

TAXATION
2010 2009
£ £
Current tax
Current year - (14,459)
Deferred tax:
Current year (7,593,282) 360,945
Change 1n tax rate (507,159 -
(8.116,249) 360,945
Tax (charge)/credit for the year _(8,100,441) 3464
2010 2009
Reconciliation of the total tax {(charge)/credit £ £
Profit/(loss} before tax 27,118,865 (1,237,447)
Tax (charge)/credit at the standard rate of corporation tax - 28%
(2009 28%) (7,593,282) 346,485
Change 1n tax rate (note 8) (507.159) -
Total tax (charge)/credit reported n the Income Statement (8,100,441) 346485

DEFERRED TAX

IAS 12, ‘Income Taxes’, paragraph 20 requires a deferred tax hab:ility or asset to be recogmsed where
certain assets or habilities (such as interest rate swaps) are carried at fair value on the balance sheet and
the fair value does not affect the taxable profit for the current period therefore a temporary difference
anses

Deferred tax asset 2010 2009

£ £
At 1 January 21,809,516 21,448,571
(Debit)/credit to statement of comprehensive income (7,593,282) 360,945
Change 1n tax rate (507,159 -
Balance carmed forward 13,709,075 -21,809.516

Deferred taxes are provided n full on temporary differences under the hability method using a principal
rate of tax of 27% (2009 28%)

The Finance Act (No 2) 2010, which provides for a reduction in the main rate of UK corporation tax
from 28% to 27% effective from 1 Apnl 2011, was substantively enacted on 21 July 2010 Thus reduced
rate has been reflected 1n the calculation of deferred tax

The 2011 budget (delivered on 23 March 2011) announced a further reduction of 1% to the UK
corporation tax rate, meamng the rate will be 26% effective from 1 Apnil 2011 The Government has also
indicated that 1t intends to introduce further reductions n the man tax rate, with the rate faling by 1%
each year down to 23% by 1 Apnl 2014 These further reductions to the tax rates had not been
substantively enacted at the balance sheet date and are therefore not reflected in these financial
statements

The deferred tax asset 1s attributable to temporary differences ansing n respect of the following items

2010 2009

£ £

Tax loss 15,808 -
Fair value movement of denvatives 13,693,267 21.809.516
Deferred tax asset 13,709,075 21,809,516
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THE MALL FUNDING PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

9. LOAN TO ORIGINATOR

2010 2009
£ £
At 1 January 1,246,181,942 1,246,181,942
Redemptions {418.444.086) -
827,737,856 1,246,181,942
Issue costs remmbursed (13,009,733) (13,009,733)
Amortisation of 1ssue costs reimbursed 10,622,524 7,823,860
Discount (281,625) (281,625)
Amortisation of discount 230,057 169.600
At 31 December _ 825,299,079 1,240,884,044
The balance can be analysed as follows
Non-current assets 825,299,079 1,240,884,044
Current assets - -
825,209,079 1,240,884,044

The loan to ongmator was made to The Mall Lunited Partnership and may be repaid early under certain
circumstances as described 1n the Offering Circular

During the current year, the property portfolio of The Mall Limuted Partnership had been reduced to 12
following the sale of 8 shopping centres resulting in prepayments of the loan of £418,444,086

Following the refinancing as disclosed in the Directors’ Report, the loan with The Mall Limited Partnership
matures on 22 April 2015 (2009 22 Apnl 2012) The Mall Limited Partnership has been acttvely managing
the challenge posed by the loan matunty reducing debt through opportunistic asset sales, retamning cash by
suspending distributions, and stopping non-essential and uncommtted capital expenditure

Interest on the loan 1s at a rate of 3-month LIBOR plus 0 18% per annum  As part of the restructuring of
the Notes described 1n the Directors® Report, the margin will increase to 0 68% per annum from Apnl 2011

The loan to onginator 1s secured by legal mortgages in respect of The Mall Limited Partnership’s assets
deemed as being part of the secuntised portfolio (inclusive of directly owned assets and the investment in
The Main Square Camberley Unut Trust)

10 OTHER RECEIVABLES
2010 2009
£ £
Prepayments and accrued income 7,975,128 12,198,971
Corporation tax recoverable 20,169 9.325
Amount owed from Mall Limited Partnership 708 -
1,996,005 12,208,296
Included 1n prepayments and accrued income 1s accrued interest receivable of £7,845,060 (2009
£12,056,161)
11. CASH AND CASH EQUIVALENTS
2010 2009
£ £
Cash 92,015 - 13,114

Withdrawals from the company’s bank account are restricted by the detailed prionty of payments (see note

1)
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12, EQUITY

Balance at 1 January 2010
Net Profit attnbutable to equity holders
Balance at 31 December 2010

Share Retained
capital earnings Total
£ £ £

12,502 (55,927,882) (55,915,380)
- 19,018,424 _ 19.018.424

12,502 (36,909,458) _(36.896,956)

13.

The company has one class of ordinary shares which carry no nght to fixed income

There are 50,000 authonsed ordinary shares of £1 each The 1ssued share capital comprises two fully paid
£1 shares, and 49,998 ordinary shares quarter called up and paxd Wilmington Trust SP Services (London)
Limited holds 49,999 shares under a declaration of trust for charitable purposes

INTEREST-BEARING LOANS AND BORROWINGS

This note provides information about the contractual terms of the company’s interest-bearing loans and
borrowings For more information about the company’s exposure to nterest rate rnisk, sec note 15

2010 2009
Non-current liabilities £ £
At start of the year 1,246,181,942  1,246,181,942
Notes redeemed 1n the year (418,444,086} -
827,737,856 1,246,181,942
Discount (281,625) (281,625)
Amortisation of discount 230,057 169,600
Issue costs (22,239,806) (13,009,733)
Amortisation of 1ssue costs 13,490,087 7.823.860
__B818,936,569 _1,240,884,044

Current liabilities
Interest payable on loan notes 1,455.991 1.852,101

1,455,991 1,852,101

The loan notes (‘Notes’) bear interest at a rate of 3-month LIBOR plus a margin of 18 basis points and,
followmng the refinancing as disclosed in the Directors’ Report, the margin will increase to 0 68% from
Apnl 2011 and the Notes are now due for repayment by 22 Apnl 2017 but can be redeemed early under
certain circumstances as detailed in the Offering Circular The Notes are hmited recourse and are secured
by way of a fixed and floating charge over the assets of the company The proceeds of the notes were used
by the company to make the loan to The Mall Limited Partnership 1n accordance wath the terms of the
securthisation documents

As described m note 9 to the financial statements, the loan from the company to The Mall Limited
Partnership 1s repayable in 22 Apnl 2015  Under the terms of the loan Notes, any repayment of
intercompany loan must be used to repay the Notes

As part of the restructunng of the Notes, the company ncurred £9,230,073 of refinancing costs These
costs have been capitahsed mn the current year mn accordance with IAS 39 ‘Financial Instruments
Recogmition and Measurement’ as there has not been substantial modification to the Notes as a result of the
refinancing The restructuring of Notes 1s fully discussed 1n the Director’s Report

The quoted market value of the Notes on the Insh Stock Exchange as at 31 December 2010 was equal to
book value

On 5 May 2005 an agreement was entered into with Barclays Bank PLC for the provision of a hiquidity
facility for the company The facility 1s in place to allow the company to meet its obligations should there
be a shortfall in the revenue or principal recewved from the mortgage portfolio At the balance sheet date,
the hmut on this faciity was £49,664,271 A fee 1s charged on the undrawn balance, currently set out at
0 18% per annum Interest 1s charged at LIBOR plus 040% per annum on any drawn balance No
amounts have been drawn under the facility since inception The hquidity facility 1s renewed annually
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13.

14.

15.

INTEREST-BEARING LOANS AND BORROWINGS (continued)

Interest-beanng loans and borrowings are repayable as follows

At 31 December 2010 Total 6-12 months 1-2 years 2-5 years More than 5 years
£ £ £ £ £

Liabihties
Loan niotes 818,936,569 - - 818,936,569 -
Interest payable 1.455,991 1,455,991 - - -
—820,392,560 _1.455991 ______ - _818,936,569 =
At 31 December 2009 Total 6-12 months 1-2 years 2-5 years More than 5 years
£ £ £ £ £

Liabilities
Loan notes 1,24Q,884,044 - - 1,240,884,044 -
Interest payable 1,852,101 1,852,101 - -
1,242,736,145 1,852,101 - -1.240,884,044 =

Loan Notes are held at amortised cost and are denominated 1n Sterling currency

OTHER PAYABLES

2010 2009
Current liabilities £ £
Amount owed to The Mall Limited Partnership - 997
Accruals 133,185 131,838
Deferred income 6,362,510 -
Accrued swap interest payable 6.389.070 10,130,242

12884765 _ 10,263,077

As part of the restructuring of the Notes described 1n note 13, the company received £9,230,073 from The
Mall Limited Partnership to fund the refinancing costs This income has been deferred and amortised over
the period to maturity of Inter-Company Loan Dunng the year, £2,867,563 was recognised and included in
‘Amortisation of 1ssue costs reimbursed’ account 1n note 4 to the financial statements

FINANCIAL INSTRUMENTS

The company’s financial instruments comprise a loan to The Mall Limited Partnership, cash, denvatives,
interest-bearing borrowings and various receivables and payables that arise directly from 1ts operations

Credit risk

Credit nsk exists where the company 1s unable to collect money owed to 1t in full or on tme The main
credit nisk for the company relates to collection of amounts due under the loan to The Mall Limited
Partnership and also to receipt of monies due under the interest rate swap transactions The ability of The
Mall Limited Partnership to repay the loan interest and principal 1s hmited by the ability of The Mall
Limited Partnership to collect momes owed to 1t from the underlying portfolio of shopping centres and 1ts
ability to ultimately realise the shopping centres for more than the loan balance At 31 December 2010 the
loan outstanding to The Mall Limited Partnership amounted to £825,299,079 (2009 £1,240,884,044) whlst
the valuation of the underlying property portfolic amounted to £1,115,578,719 (2009 £1,306,637,238)

Currency risk

All of the company’s assets and liabilities are denomunated in Sterling therefore there 15 no foreign currency
risk
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15. FINANCIAL INSTRUMENTS (continued)

Liquidity risk

Liqurdity risk exists where the company 1s unable to pay its liabilities as they fall due for payment due to
msufficient cash The company has entered into a hquidity facility agreement with Barclays Bank PLC
which will be available, subject to certain cnitena and circumstances, 1n the event that the company 1s
unable, on a temporary basis, to meet 1ts financial commitments

At 31 December 2010 this facility was not requured and has not been used dunng the pennod The hquidity
facility 1s renewed and reviewed annually The facility was renewed on 11 Apnl 2011

Interest rate risk

Interest rate nisk anses principally from changes 1n interest rates The company has an 1nterest rate risk 1n
that the loan to The Mall Limited Partnership and the interest paid on the Notes are vanable The company
has munmimised this exposure by entening to interest rate swap and interest rate cap transactions with Credit
Suisse First Boston International and with Lloyds TSB Bank Plc to manage the company’s exposure to
mnterest rate risk associated with the Notes The costs related to these transactions are passed through to The
Mall Limited Partnership

Interest rate sensitivity analysis

The sensitivity analysis below has been determined on the company’s exposure to interest rates for interest
beaning assets and liabilities at the balance sheet date and the supulated change taking place at the
beginning of the financial year and held constant throughout the reporting period in the case of instruments

that have floating rates and has been based on management’s assessment of the possible changes 1n interest
rates

Any ncrease/decrease n nterest rate will have no effect on reported profit as all interest 1s fixed The
Mall Funding plc 1s entitled to recover all costs from The Mall Limited Partnership Whale all interest 1s
fixed, any increase/decrease in interest rate witll impact the fair valuation of denivatives

Effective interest rates, repricing analysis and liquidity tables

In respect of income-earning financial assets and interest-beanng financial Liabilities, the following table
indicates thewr effective interest rates at 31 December 2010 and the pertods in which they reprice The
following tables also detail the company’s contractual matunty for its financial habilities The tables have
been drawn up based on the undiscounted cash flow of financial liabilities based on earliest date on which
the company can be required to pay The table includes both mterest and principal cash flow

Effective More Non
At 31 December 2010 interest 6 months 6-12 1-2 2-5 than$5 interest
rate Total orless months years years years bearing
(%) £ £ £ £ £ £ £
Assets
Loan to onginator 0.58 827,737,856 - - - 827,737,856 - -
Other receivables - 7,996,005 - - - - - 7,996,005
Cash - 92.015 - - - - - 92,015
—835,825,876 S = - 827,737,856 - 8,088,020
Unamortised loan
155u€ costs and
discount - (2,438,777} - - - _ (2.438.777) = -
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15. FINANCIAL INSTRUMENTS (continued)

Effective interest rates, repricing analysis and liquidity tables (continued)

Effective More Non
At 31 December 2010 interest 6 months 6-12 1-2 2-5 thans interest
rate Total orless months years years years bearing
Liabilities
Notes 0.92 827,737,856 - - - 827,737,856 - -
Interest payable - 1,455,991 - - - - - 1,455,991
Other payables - 12,884,765 - - - - - 12,884,765
Dervative liabihty 50,715,805 - - - - - 50,715,805
892,794,417 = - - _821,737,856 - 65,056,561
Unamortised loan
1Ssue costs and
discount - (8.801,287) - - - (8.801,287) - -
.-883,993,130 - - - 818,936,569 _____- 65,056,561
Effective Non
At 31 December 2009  1nterest 6 months 6-12 1-2 2-5More than nterest
rate Total orless months years years 5 years bearing
(%) £ £ £ £ £ £ £
Assets
Loan to onginator 238 1,246,181,942 - - - 1,246,181,942 - -
Other receivables - 12,208,296 - - - - - 12,208,296
Cash - 73.114 - - - - - 73,114
1,258,463,352 - - - 1246,181,942 __ - 12,281.410
Unamortised loan
1ssue costs and
discount - (5,297.898) - - - (5,297.898) - -
1.253,165,454 . - - 1,240,884,044 _ - 12,280,410
Effective Non
At 31 December 2009  nterest 6 months 6-12 1-2 2-5More than mterest
rate Total orless months years years 5 years beanng
Liabilities
Notes 277 1,246,181,942 - - - 1,246,181,942 - -
Interest payable - 1,852,101 - - - 1,852,101
Other payables - 10,263,077 - - - - - 10,263,077
Denvative hability - 77,891,128 - - - - - 77.891.128
1,336,188,248 = - - 1,246,181,942 - 90,006,366
Unamortised loan
1ssue costs and
discount - (5.297.898) - - - (5.297.898) - -
13 350 - - - 1240,884,044 - 90,006,306
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15 FINANCIAL INSTRUMENTS (continued)
Fair values

The fair values together with the carrying amounts shown in the balance sheet are as follows

Carrying value Fair value Carrying value Fair value

Notes 31 December 31 December 31 December 31 December

2010 2010 2009 2009

£ £ £ £

Loan to originator 9 825,299,079 755,028,489 1,240,884,044 1,014,608,708

Other recervables 10 7,996,005 7,996,005 12,208,296 12,208,296

Cash 11 92,015 92,015 73,114 73,114
Interest bearing loans and

borrowings 13 (818,936,569) (698,850,174) (1,240,884,044) (936,717,580)

Interest payable 13 (1,455,991) (1,455,991) (1,852,101) (1,852,100)

Other payables 14 (12,884,765) (12,884,765) (10,263,077) (10,263,077)

Derivative liability (50,715.805) (50,715.805) (77,891,128} (77.891,128)

(50,606,031) 109,774  _ (77,724,896) 166,232

Unrecognised gain 50,715,805 801,128

The interest rate swaps that are traded and effective during the year have a total principal notional value of
£827,737,854 Following the refinancing of loan, the company entered to additional one interest swap and
two interest rate caps which have a total principal notional value of £700,000,000 These are traded during
the year but effective only 1n 22 April 2012 Interest rate swaps and interest rate caps are held at fair value
through profit and loss account

Estimation of fair values
The following comments summarise the main methods and assumptions used n estimating the fair value of
financial instruments that are reflected 1n the table above

For cash, other receivables and other payables, no calculation of farr value 1s prepared as their carrymg
amount 15 viewed as a reasonable approximation of far value

The company has two interest rate swaps that are traded and effective during the year with Credit Sisse
First Boston International and Lloyds TSB Bank Plc with a total notional value of £827,737,854 (2009
£1,246,181,942), hedging the payment on the floating rate loan notes Following the refinancing of loan, the
company entered to additional one interest swap and two interest rate caps which have a total principal
notional value of £700,000,000 These are traded duning the year with the same banks but effective only n
22 April 2012 These are all reflected as a derivative liability 1n the balance sheet of the company as at 31
December 2010 A valuation was carried out by JC Rathbone Associates at this date to calculate the market
value of the mnterest swaps and nterest rate caps on a replacement basis All inputs into valuation models,
including the sterling zero coupon yield curve used as the discount rate on the swap, are obtained from
observable market data The change in fair value that has been estimated using this valuation techn:que,
which has been recognised 1n the income statement for the year ended 31 December 2010, amounts to a gain
of £27,175,323 (2009 £1,289,088 loss) valuing the denivative as a £50,715,805 derivative hability (2009
£77,891,128 denivative hability)

The loan notes, whilst listed on the Irish Stock Exchange, are not actively traded As such the directors have
obtamned an estimated market value of the loan notes from Markit, a third party valuer, who have estimated a
composite value of the loan notes from available market information Based on this information, the loan
notes have been estimated to have a fair value of £698,850,174 (2009 £936,717,580) compared to a book
value of £827,737,856 (2009 £1,246,181,942) excluding discounts and issue costs

The loan to eriginator, which 1s measured at amortised cost, does not have a readily ascertainable market
value However, the directors believe that the structure and nature of the economic relationship with The
Mall Limited Partnership leads to the loan to originator being perfectly hedged with the loan notes, the
mterest rate swap and the interest rate caps  As such, the directors consider that the estimated fair value of
the loan to originator 15 £755,928,489, reflecting the combined estimated fair value of the loan notes, interest
rate swaps and interest rate caps
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15.

FINANCIAL INSTRUMENTS (continued)

Estimation of fair values (continued)

There are a significant amount of assumptions and factors used i estimating fair values where items are not
actively traded As such the estimated fair values disclosed may fluctuate significantly from the value which
may be realised 1n a sale situation

Fair value measurements recognised in the balance sheet

The following table provides an analysis of financial mstruments that are measured subsequent to 1mitial
recogmition at fair value, grouped mto Levels 1 to 3 based on the degree to which the fair value 1s
observable

Level 1 faur value measurements are those derived from quoted prices (unadjusted) in active markets for
1dentical assets or liabilities

Level 2 fair value measurements are those derived from inputs other than quoted prices mcluded within
Level 1 that are observable for the asset or hability, either directly (1e as prices) or indirectly (1 e denved
from prices)

Level 3 fair value measurements are those denved from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable mnputs)

2010 2009
Level 1 Level 2 Levei 3 Total Level | Level 2 Level 3 Total
£ £ £ £ £ £ £ £
Liabihties
Denvative liability = 50,715,805 - 50,715,805 - 1,12 - 1,12

16.

17.

There were no transfers between Level 1 and 2 m the period

RELATED PARTY TRANSACTIONS

The company 1s a special purpose company controlled by 1ts Board of Directors, which compnsed four
directors Mr M H Filer, a director of the company, 1s also a director of Wilmington Trust SP Services
(London) Limited Mr J-C Schroeder and Mrs R L. Samson are both employees of Wilmington Trust SP
Services (London) Limited Mrs R L. Samson 1s an alternate director to Mr M H Filer Under the terms of a
corporate services agreement dated 5 May 2005, the company pays corporate services fees of £12,000 per
annum and accountancy fees of £5,500 per annum to Wilmington Trust SP Services (London) Limuted plus
an additional fee of £2,000 for the preparation of accounts to 31 December 2010

The fees payable for corporate services for the year amounted to £16,382 (2009 £16,146) At the end of
the year, an amount of £937 (2009 £901) was included within other receivables prepayments and accrued
mcome

At 31 December 2010, £827,737,856 (2009 £1,246,181,942) was still outstanding from The Mall Limited
Partnership and included within the loan to ongmator

Durning the vyear, mnterest of £51,669,170 (2009 £63,686,338) was receivable on this loan and at
31 December 2010, £7,845,060 (2009 £12,056,161) was stull outstanding and disclosed within other
recervables prepayments and accrued income

CONTROLLING PARTY

The Mall Funding Plc 1s a company incorporated in Great Britain and registered m England and Wales

The shares i the company are held by Wilmington Trust SP Services (London) Limited under a declaration
of trust for charitable purposes The directors consider there 1s no controlling party
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18.

SUBSEQUENT EVENTS

On 14 January 2011, The Mall Limited Partnership sold The Galleries Shopping Centre, Bristol, to HSBC
European Active Real Estate Trust for the sum of £50,200,000 resulung in a net loss on disposal of
£501,414

On 26 April 2011, the company received a partial prepayment of £55,000,000 in the inter-company loan with
The Mall Limited Partnership following the receipt of proceeds from the sale of property at Bristol
(£47,405,561) and available excess cash held within The Mall Limited Partnershup (£7,594,439)
Accordingly, partial prepayment of the bonds was made on the same date for £55,000,000
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