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INVESTORS IN EUROPEAN
COMMERCIAL PROPERTY

» CLS s a property investment company which has been listed on the
London Stock Exchange since 1994

> We own and manage a diverse portfolio of £0 8 billion of modern,
well-let office properties in the UK, France, Germany and Sweden

» Our properties have been selected for their potential to add value
and to generate high returns on capital investment
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HOW WE OPERATE

Our goal is to create long-term shareholder value
We aim to achieve this by

» Purchasing modern, high guality, well-let properties in good locations
In selected European cities

> Using in-house development teams to refurbish or redevelop properties
> Minimising vacant space within the portfotio

> Prowiding our tenants with high quality accommodation at competitive
rates

> Developing long-term relationships with our tenants

» Maintaining strong links with a wide variety of banks and other sources
of finance

> Responding quickly to new opportunities

Key Performance Indicators

- Total Shareholder Return
Aim ~ to provide a TSR of over 12% per annum over the medium term
Achievement - 2009 52 7%
- 2000 to 2009 297%

-  Effective management of batance sheet
Aim - to sell assets with Urmited growth potential and ravest in high
yielding alternatives
Achievement - 2006 to 2009 £746 million of property sales
— 2009 corporate bond portfolio return on capital of 54 2%

- Admunistration costratio
Aim — to maintain administration costs below 15% of net rental income
Achievement  —2009 14 9%
- 2008 17 0%

- Occupancy rate
Aimn — to maintain an occupancy level of over 95%
Achievement - 2009 95 5%
- 2008 95 7%
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Financial highlights 2009

Adjusted net assets per share up 18 4% to 767 5 pence (2008 647 2 pence)

Adjusted earnings per share up to 48 2 pence (2008 loss per share of
45 & pence)

Proposed tender offer buy-back 11n 42 shares at 525 pence, equivalent
to 12 5 pence per share and increasing pro forma adjusted net assets
per share to 771 7 pence

Profit before tax up to £18 5 million (2008 loss of £142 1 millien)
Profit after tax up to €17 4 million (2008 loss of £78 G million)
Core profit up to £23 7 million (2008 £2 8 million)

Portfolio value £813 0 mitlion (2008 £798 8 milbion) — underlying valuation
moverment up 7 5% in UK down 5 6% in Eurepe, down 0 6% overall

Recurring interest cover upat 2 1 times (2008 17 times)
Weighted average cost of debt down to 4 0% (2008 5 8%)
Corporate hond portfolio return on capital employed of 54 2%

Distributions through tender offer buy-back 77 B pence per share
{£4B 0 million)

Total Shareholder Return for the year ended 31 December 2009 52 7%
QOccupancy rate consistently high at 95 5% (2008 95 7%)

Proportion of rent roll let to Government tenants 40% for the Group
and 54% in the UK

Other key data

Net assets per share up 17 3% to 643 3 pence (2008 548 4 pence)
Earnings per share up te 36 4 pence (7008 loss per share of 120 6 pence)
Corporate bond portfolio £70 0 million

Cash resources £70 3 mitlion

Loan to value ratio down to 66 9% (2008 72 1%)

Adjusted gearing 141 7% (2008 101 7%)

Schdity 30 2% (2008 31 5%)

Adjusted solidity 36 4% (2008 37 6%)

Portfolio vatuation down 4 3%, comprising an underlying fall of 0 6% and
alall of 3 7% from foreign exchange movements

A glossary of terms Is set out on page 83
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CLS IN 2010 - LOOKING TO THE FUTURE .

Ready to build on
2009's achievements

In 2009, CLS generated a Total Shareholder Return of 52 7%
The business 1s well managed and strongly positioned, and
management Is realistic in assessing the challenges facing
the Group

Well managed

- Cash back to shareholders v rights 1ssues
In January 2009 we returned £48 0 million to shareholders collectively
the UK property secter raised over £6 billien in rights 1ssues in 2009

- High accupancy rate
Notwithstanding the economic pressures across Europe we maintained
a low vacancy rate threughout 2009, beginning the year at 4 3% by rental
income and ending it at 4 5%

- High debt collection
Qur debt collection rates consistently exceeded 90% within a few days
of the due date during the year

<  Effective cash management
At s time of benign interest rates we invested In corporate bonds which
produced a return on capital employed of 54 2% in the year

1/ Ruc Lugena et Avmand Peugecl Parrs
? Vanerparken
3 Spring Gardens London SE11
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Strongly positioned

Longevity of income

95 5% of the pertfalio 1s let with a weighted average lease term of

8 5 years including 10 4 years Iin the UK

Tenant mix (strong covenants)

40% of the rent roll 1s contracted to governmental organisations, and
a further 26% to major carporations

Low weighted average cost of debt

Our weighted average cost of debt at the year end was 4 0%, with 50%
of our debt at fixed rates

Improving tnterest cover
Our recurring interast cever 1s running at 2 1 times up from 11 times
in 2008 .

Solid asset base
At the year end we held cash of £70 million corporate bonds of
E£70 mitlien and investment properties worth £813 million

Realistic

-  Selective purchasing

During a year of excessive demand over supply, we chose te remain

selective acquiring one property at a cost of £29 million
->  Administration casts cut

We successfully implemented a cost-cutting pregramme before
the financial crisis began reducing our administration costs from

£16 1 mulhion in 2008 to £12 2 erullion in 2009
->  Addressed loan covenant issues

On hank loans with an aggregate value of £176 4 million we addressed
actual and potential breaches of covenants by repaying or placing on

deposit new cash of £14 3 mullion

4f5
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CHAIRMAN'S STATEMENT 2009

Effective cash management

has been key

INVESTMENT PHILOSOPHY

CLS has aninvestment philosophy and a strategy to seek out
and exploit imperfections in the market

By this I mean that today s pnces and values will always be
different in the future and CLS, therefore, tries to predict price
movemenlts and then position itself to benefit from thern

In order te achieve higher returns and minimise the associated
higher risks diversification is key CLS s inain investment 15 1n
properties but we have also invested m a portfolio of corporate
bonds Both asset classes cover a nurmber of countries and
curtencies and have exposure to different sectors This
diversification ensures that if some of the invesimenls are
unsuccessful the total return should still remain very good

IMPERFECTIONS EXPLOITED

* In 2006, we anticipated significant fatls in praperty values
across Europe and embarked on a stralegy to dispose of
a number of properties By the end of 2008 we had raised
through sales almost £750 million repaid asscciated
debts returned £72 million to investors and retained
£150 million for subsequent Investment Consequently,
whilst the UK listed property sector was repairing its
collective balance sheet with right 1ssues of over {4 billien
CLS was returning cash to shareholders

» Duning the most critical period of the financial crisis we
became uncomfortable with the outiook for the banking
industry In erder to gain absolute protection for a large
part of our liguid assets, we reduced our exposure to bank
deposits and nvested in government bonds

« Atthe end of 2008 when we were convinced that the
banking system would survive we placed large cash
deposits of 12 months duration at interest rates of 6 15%
(sterling) and 4 9% (euro) expecting rates to fall Within
four to five months interest rates were virtually zero

s Also in the autumn of 2008 we began 1o invest for the long
term in a portfolio of Liquid corporate bonds as we believed
the prevailing market prices to be too low In 2009 the bond
portfolio provided a total return of £18 0 million adding
37 pence per share to net asset value, and at 31 Decemnber
2009 the portfolio of £70 0 million was yelding over 8 1%
The increase in value of the bonds has not been Included
w profit before ax due to the long-term characteristics of
this new investment

*  We broke several interest rate swaps in July 2009 as we
were of the opinion that the yield curve was too steep and
therefore the swaps were undervalued, which proved to be
correct In additten we sought to increase the extent to
which ocur interest rate risk was mitigated by caps rather
than swaps, thereby allowing us to take advantage of the
prevailing low interest rate environment whilst restricting
our exposure to inlerest rale nses Al 31 December 2009
our weighted average cost of borrowing was 4 0% and 50%
of our debt was at floating rates

We belteve CLS has served investors well 1n the ten years
since 2000 our tetal shareholder return has been 297% Over
the same period using tender buy-backs and market purchases
of shares we have returned in aggregale £266 million to
shareholders 1n January 2000 CLS s market capitalisation
was £15% million We believe that for the past tenyears CLS
has been one of the three best performing property
companies bisted on the Londoen Stock Exchange

THE PORTFOL|O

in 2009 the property portfobie which we retained has performed
well in difficult market conditions a reflection of the strength
of our rent roll and our team s active managemeant 40% of

the Group s rental income 1s derived from governmental or
quast-governmental tenants our weighted average lease
length 1s B8 5 years and our vacancy rate remains low at 4 5%
by rental value Further, our traditional focus on debt collection
has consistently seen coltlection rates exceed $0% within a few
days of the due date duiing the year

The portfolio s valuation at 31 Decermnber 2009 reflected the
defensive benefits of well-let properties In the UK our portfolio
began to rise 1n vatue in the first half of the year and over the
twelve months showed a gam of 7 5% In recent years the
French market has been less volatile than the UK rising
netther as quickly nor as far and falling more slowly In 2009
our French partfolio declined in value by 6 2% 1n local currency
and the German portiolio by 5 7%

FINANCIALS

Net assets per share at 31 December 2009, adjusted to
exclude deferred tax were 767 5 pence 18 6% higher than a
year earlier and 4 8% ahove the pro forma equivalent of 732 0
pence, after the effect of the large tender offer in January 2009
This 15 3 geod result in the light of the adverse 36 0 pence
impact of sterling strengthening during the period
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We have resources available to take advantage of opportunities
and face the challenges ahead from a position of strength

and confidence

PROPERTY INVESTMENT

In the prevailing economic climate, we have been rigorous In
assessing Investment opportunities in 2009 restricting our
acquisitions to the £29 2 million 7 Rue Eugene et Armand
Peugeot, Rueill-Malmaison, to the west of Paris a transaction
which was completed at the end of December Our enly disposal
in the year was 2 Deanery Street London W1 for £2 2 miilion

The UK market is now charactesised by a far greater demand
for property investment than supply and banking conditions
remain relatively unfavourable We see greater value and
better conditions in both France and Germany and we will
seek 1o take advantage of opportunities in these markels in
the short to medium term

CASH MANAGEMENT

During a year of uncertain property and financial markets
effective cash management has been key With poor returns
available from bank deposits the Baard sought to manage
the Group s cash resources by exploiting opportumties which
arose in the corporate band market as explained above The
corporaie bond portiolio1s a part of the Company s long-term
Investment strategy

A further iniiative successfully executed in 2009 was the
avoidance of potential breaches of covenants of bank loans with
an aggregate vatue of £176 4 mullion by repaying or placing on
deposit new cash of £14 3 million The fact that thrs was
achieved at a time of signtficant banking turmoil Is testament
to the goed relationships we enjoy with our principal lenders

With the reduction in the appetite of banks to lend 1115
encouraging that very little of our borrowing matures over the
next two years

EFFICIENCY

We successfully implemented a cost-cutting programme
before the f{inancial crisis began In May 2008 we moved to
cheaper premises in one of our own buildings and slimmed
down the organisation successfully reducing our administration
costs from £14 1 rllion 1 2008 to £12 2 mullien 1n 2009

We bhelieve that environmentally sate and energy-etficient
buildings are both commercially beneficial and socially
desirable For this reasen we Incorporate environmentally
effective features in our developinants and convert or madify
as many properties as possible This prowides an advantage in
letting the buildings creating benefits to tenants who enjoy

higher quality buitdings lower running costs and a healthier
environment and i provides cost savings for the Group and
added investment value At Solna Business Park in Sweden
we developed buildings with geothermal heating and cooling
systems which cut running costs significantly and met high
specifications for air quality sound proofing and ittumination
Both of our recent developments in Germany at Landshut and
Bochum were designed te comply with the ENEV requirements
cn energy saving, and at Landshut ground water 1s used in the
cooling system for the office space We intend to extend this
prograrmme of energy efficiency across the portfolio

DISTRIBUTIONS

Following the substantial returns of cash to shareholders in
late 2008 and early 2009 and with the share price at a discount
of over 40% to adjusted net assets per share we believe this
1S an appropriate ime to restore our distribution policy
Accordingly we propose to recommend a tender offer buy-back
of 11n 42 shares at 525 pence per share and a general
meeting to consider this will be convened for early April

APPOINTMENTS

In November we welcomed John Whiteley to the Board as
Chief Financial Officer and Thomas Lundgvist succeeded Tom
Thomson as Vice Chasrman Inaddition Dawvid Fuller was
appointed Company Secretary | would Like to thank my Board
colleagues and our staff for ther fortitude during demanding
times, and our shareholders lenders customers and suppliers
for their continued support

THE FUTURE

We operate in difficult markets with banks seeking to reduce
their exposure to the real estate sector Good property deals,
such as our recent French acquisition, are scarce The
fundamentals of our business remain sound We have
resources available 1o take advantage of opportunities as they
arise and | am delighted to report that we face the challenges
ahead frem a position of strength and confidence

SIM!{:MWW

Executive Chatrman
17 March 2010




BUSINESS REVIEW 2009

Throughout 2009 we were
prepared to wait for the right deal

The Group s business 1s divided into two operating divisions
investment properties and other investments The investiment
property division Is sub-divided for management purposes
between the United Kingdom, France Germany and Sweden
Other investments comprise investments in corporate bonds 1in
property groups Catena AB and Bulgarian Land Cevelopment plc
and In website media company Wyatt Media Group AB and
ather small corporate investments Ad 31 December 2009 the
invesiment properly portfolio was vatued al £813 0 mullion,
and the other ivestments had a book value of £114 8 million

INVESTMENT PROPERTY

OVERVIEW At 31 Dlecember 2009 the investment property
portfolio was valued at £813 0 million a falt in the year of

4 3% of which 3 7% was due to the strength of sterling
against assets held in euros and Swedish keonor In locat
currency the UK portfolio rose invalue by 7 5% France fell by
6 2% Germany by 5 7% and Sweden by 2 0% The property
tnvestment markets did not provide many opportunities to
invest at value in the year but lowards the end of December
we acquied Freres Peugeot in Paris for £29 2 millien
Disposals in the year were restricted to 2 Deanery Street
London for £2 2 million At 31 December 2009 the weighted
average lease length across the Group was 8 5 years

UNITED KINGDOM At 31 December 2009, the UK accounted
for 42 7% of the wwesiment portfotio at a value of £346 8 rmullion
7 5% higher than iwelve months earlier on a Like-for-like basis
By contrast Investment Property Databank recorded a fall in
office values across the UK of 5 9% in the year Qur valuation
gan reflected a fall in yields for lang-term, secure income
caused by an excess of demand from investors over the
available suppty The UK portfolio has a strong tenant profile
with over 50% by renlal value let to government tenants, and
longevity of iIncome with a weighted average lease term of
over 10 years

During the year, 2 Deanery Street, a Grade |l listed building
extending to 197 sq m of office accommodation was sold with
vacant possession for £2 2 million generating a profit of

£0 3 rrullien over its 2008 valuation and representing the final
disposal of properties considered to offer Limited future
prospects for growth At 31 Decemnber 2009, the UK portfolio
compnised 26 properties with en aggregate lettable area of
116 700 sg m




We saw few opportunities far acquisitions offertng good long-term
value with pricing generally reflecting excessive demand from overseas
buyers and institutions Nevertheless, we remain vigitant for opportunistic
acquisittons As along-term holder of properties we have conbinued to
calry cut renavation and improvement wor ks to a number of buildings
in the UK portfolic comprising £1 3 million 1n aggregate i1n the year
and including warks at Chancel House and the installation of a new
substation and refurbishiment works at Combridge House At
Weslminster Tower, the electncal supply to each of the floors was
replaced whilst the building remained fully occupred At Great West
House afurther floor was refurbished for the letting to Medical
Professional Personnet

Within the context of an econemy in recession the UK vacancy rate
remained low at 4 5% by rental income compared to 4 4% 11 December
2008

Despite the difficult mar ket condstions lettings were achieved at Great
Wesl House lo Medical Professional Personnel and National Aviation
Company of India, fer 473 sq m and 299 sq m respectively and an existing
tenant at Great West House Global Refund, acquired further space

Al Quayside 147 sq m was let to Knowledge (o Action and at Ingram
House 178 sq m was contracted with Ash Associates Communications
Further letiings were achieved at S5pring Gardens Court, 16 Tinworth
Street, 2/10 Tinworth Street and 107 Wandsworth Road

Stgmiicant rental increases were achieved on the rent reviews at Cl Tower
the annual rent from Hays Specialist Recruitment rose by 15% and rent
from Lafarge Cement UK increased by the same degree Further rent
reviews were seltled at Spring Gardens Westmunster Tower and
Cambridge House

Through our close relationships with tenants we have again achieved
excellent levels of debt recovery with no tenant company {ailures to
reporl across the UK portfelio during the year On average we received
94% of rent and service charge within 14 days of the due dates

In the medium term we plan to capitalise on the improvement of the
Vauxhall area, following the recent substantial residential development
of St George s Wharf, the relocation of the New Covent Garden Market,
and the announcement of the new location of the Uniled States embassy
which Is to open in 2016 We are pursuing development options on two
sites in Vauxhall which are important prejects :n an inproving area
offering strong potential for adding value to substantial sttes
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We are pursuing
development
options on two
sites 1n Vauxhall
which are important
projects In an
improving area

1 Vanerparken

£ Forum Lyon

3 Hans-Rockler-Strasse 19 Bachum
4 Lambridge House Hammer smith
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BUSINESS REVIEW 2009 continueD

FRANCE At the end of 2009, the French portfolio was valued
ot £222 8 million or 27 4% of the total CLS portfolio and had
fallen by & 2% 1n the year in local currency on a like-for-like
basis This compares favourably to a 2009 average fall of 16%
in the French market

Throughout 2009 we were prepared to wast for the right

deal Having appraised many opportunities in the year on

29 December we acquired 7 rue Eugene et Armand Peugeot
In Rueil-Malmaison for £29 2 million Thiswas a 7350 sgm
multi-let office building to the west of Paris yielding 8 3% and
providing a return on equity of 16 1% There were no disposals
from the French portfolio in the year, which at the year end
comprised 25 properties of 85 800 sq m with 180 tenants
Mast tenancies were of the traditional French 3 6 9 year duration
and the weighted average tease length at 31 December 2009
was 5 ¢ years

The French pertfelio suffered no major tenancy changes in
the year but 7 200 sq m of space was relet and 8 700 sq m
renewed resulting in a year end vacancy rate of 4 2% by rental
value Among the deals closed in the year were two lettings

to existing tenants in Lyon 3,909 sq m let to Deloitte in Park
Avenue and 1,050 sq m to Deloitte s parent, Inuem, at Front
de Parc In Paris at Le Quatuor Montrouge Péle Emplor took
999 sqm, and in 96 Rue Nattonale Lille, Medef signed a lease
renewal and extension on 936 sq m Renewals and lease
extenstons were also completed tn Paris with Micro Application
on 1,315 sq m i 20/22 Rue des Petits Hotels, with Citadines on
1264 sq min 120 Rue Jean Jaures with Camfil on 1 228 sg m
in Le Debussy and with Cesap on 606 sq m in new nine year
leases

£2 3 million was incurred in 2009 maintaining the fabric of
the portfolio, In particular (n Paris at Le Debussy, la Garenne-
Colombes with the rencvation of common parts and the
replacement of the heating and cooling system at the building
Other renovation work took place in Lyon at Rhéne Alpes, and
in Paris at Le Quatuor Montrouge, 95/97 Bis Rue de Bellevue
Boulogne and 120 Rue Jean-Jaures Levallois Perrel and i
Luxembourg

The total French investrnent market turnover in 2009 was
€8 hithion, down from €12 5 billien 1 2008 and €27 billion
in 2007, and the letting market was 25% down on 2008 at

1 8 mullion sg m We expect the French property market to
recover slowly in 2010 1n Line with the French economy bul
with well-located assets performing the better

GERMANY The German portfolio 23 6% of the total portiolio
was valued at £192 1 million at 31 Decemnber 2009 a fall of
5 7% in local currency an a like-for-ltke basis caused by a
marginal increase in yield of lypically 0 125to 0 25% There
were no purchases or sales in the yeat

During 2009 capital expenditure in Germany comprised £17 7
million in total The second and third phases of tha Landshut
development, of 7,032 sq m 1n aggregate were completed on
time and on budget The entire scheme was pre-let to E ON

Bayern AG for 15 years with no breaks and added €957 000
per annum to therent roll Inaddition the 23 800 sq m
redevelopment of the Rathaus Center in Bochum was
completed and handed over to the City 1n December 2009
under a 30 year pre-letting to the tocal municipality at

€2 285000 per annum

At 31 December 20069 the German portfolio comprised

16 properties with 140 400 sq m of lettable space During the
year tenants vacated ¢ 611 sqm and lettings were achieved
on 5021 sq m, resulting tn an increase 1n our void rate to 5 8%
by rental value, well below the national rate Notable amongst
the lettings at Frohbosestrasse 12 in Hamburg, laboratory
equipment manufacturer Scope Life Sciences leased 1 595 sqm
and also in Hamburg three tenants toek 1,100 sq m In
aggregate at Jarrestrasse 8/10 At 31 December 2009 the
portfolio housed 80 tenanis on 3 weighled average lease term
of ¢ 3years

Germany s GDP? fell by 5 1% 1n 2009 the largest decrease in
50 years an increase of ¥ 5% 1s expected in 2010 It 1s within
this context that actvity in the German commercial
invesiment property market fell to €10 3 billion 1in 2009 down
from €19 6 billion 10 2008 and €75 0 billlon in 2007 The
market was dominated by open-ended funds tooking for safe
core investments in which there was a small falt in yrelds
which 1s expected {o continue in 2010 We were prepared not
to enter the investment market in 2009 except for the nght
opportunity and we will continue o be circumspect in 2010

The ofiice letting market was depressed in 2009 with an
overall fall in actvity of 28% aganst the previous year which
In same cities such as Munich and Dusselderf reached around
40% Letting activity 1s unlikely to increase in 2010, but there
remains very imited development activity to bring further
supply to the market The national average vacancy rate
increased from 8 9% in 2008 ta 9 9% in 2009, and s expected
to increase 1n 2010 Our void rate of only 5 8% 15 a credrtable
result in the prevailing economic cimate

SWEBDEN Our Swedish portielio comprises adjacent buildings
tocated in Vanershorg near Gothenburg which we treat
collectively as one asset of 45 500 sg m called Vanerparken

At 31 December 2009 1t was valued at £531 3 mullion reflecting
a fall of 2 0% on a uke-for-lLke basis and representing é 3% of
the Group portfolio

Since mid-2008 the tocal unersity has vacated approximately
12 500 sq m and has been replaced as a tenant by the local
mumicipality The City of Vanershorg has leased the entire
space for 20 years with 10 years term certain Should the
local authority exercise its break in 7019 it would be subject to
a break cost of one year s rent We now have a secure Income
stream of 7% of our total Swedish income from governmental
tenants until mid-2015 and subject lo annual indexation

With the new letting to the City of Vanersborg the vacancy
rate at Vaner parken has fallente 1 9% by rental value

lnvestment market activity in Sweden was not immune from
global senument and fell in 2009 by 75% against the year before




OTHER INVESTMENTS

Other investments at 31 December 2009 comprised investments in
corporate bonds in property groups Catena AB and Bulgarian Land
Development Pic and in website media company Wyatt Media Group AB
and other small corporate investments, and represented a book value
of £114 8 million n aggregate

The corperate bond portfolic was acquired as part of the Group s long-
term investment strategy In parailel with the ownership of long-term
investment properties and had a value of {70 0 million at the year end
against an historical cost of £58 4 million The valuation uplift together
with interest income from the portfolio and gains on disposals, produced
a total return on capital employed (n the year of 54 2%

Catena AB i1s a Swedish listed property investment company with a
Scandinawian property portfolio valued at approximately one-quarter
the size of that of CLS During the year the Group increased s interest
in the Issued share capital of Catena marginally to 29 8% taking the
aggregate cost to £28 6 milhion

Bulgarian Land Develoepment Plc (s an AlM-listed developer of
predominantly restdential builldings in Bulgana CLS owns 47 7% of the
company acquired at a cost of £13 4 mitlion

RESULTS FOR THE YEAR

CHANGES IN PRESENTATION In the year ended 31 December 2009

a number of International Financial Reporting Standards have been
applied for the first time, as explained in Note 2 to the financial
statements although none has materially affected the results for the
year In applying IFRS8 - Operating Segments this year for the first ime
we are also required under the newly 1ssued IAS 1 (revised) Presentation
of inancial statements o provide three balance sheets instead of the
usual two and several pages of accompanying notes even though in
applying IFRS8 the balance sheets are unaffected Also undertAS 1
(revised) this year a Statement of Comprehensive Income 15 presented
for the first teme comprising the traditional Incorme Statement and other
reserve mevements

HEADLINES Profit after tax attributable to the owners of the Company

of €17 5 mullton (2008 loss of £78 1 millon) generated basic earnings
per share of 36 4 pence (2008 loss per share of 120 & pence) After
exctuding the effect of deferred tax and the movernent on the revaluation
of investment properties, adjusted earnings per share were 48 Z pence
(2008 loss per share of 65 6 pence) Gross property assets at 31 December
2009 rose to £813 0 mellion (2008 £798 8 million) nel assels per share
were 643 3 pence (2008 548 4 pence) and adjusted net assets per share,
which exclude deferred tax were 18 6% higher than the previaus year
at 747 5 pence (2008 647 2 pence)
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PORTFOLIO BY VALUE
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BUSINESS REVIEW 2009 conTiNUED

Approximately 40% of the Group s business 1s conducted in the
reparting currency of sterling and 8% 1s 1in Swedish kronor,
the exchange rate for which remained largely unchanged
agamnst sterling between 2008 and 2009 However, half of the
Group s business s conducted in euros the average rate of
which strengthened by around 10% against sterling in 2009
compared to the previous year, adding te the profits reported
in the Staterment of Cemprehensive Income Towards the end
of 2008 the euro strengthened sigmficantly reaching almost
panty at the year end, but by 3t December 2009 sterling had
strengthened by 7 8% reducing the relative value of euro-
based net assets So, perversely when compared to the
previous year the Staterment of Comprehensive Income
benefited from the curo s strength in 2009 but the Balance
Sheet at 3t December 2009 suffered from its weakness

EXCHANGE RATES TO THE £

EUR SEK
A1 31 December 200/ 113571 12 7896
2008 average rate 12575 12 0861
At 31 December 2008 10461 11 4474
200% average rate 11233 119290
At 31 December 2009 11275 11 5689

STATEMENT OF COMPREHENSIVE INCOME Rental income for
2009 was £60 & millign 3 9% lower than 1in 2008 Rentis in the
UKwere £25 0 million 41% of the total Group and £1 2 million
lower than 2008, virtually entirely due to disposals made in
2008 At £4 92 million renls 1in Sweden were in ling with last
year In Germany and France a full year of loss of rent from
disposals made in 2008 reduced rental income by £4 4 million
in 2009 whilst rents from completed develepments and
termination payments on expiries added £2 1 mullion

Under lying rental income frarm the remaining portfolios in
Germany and France rose by 1 0% 1n local currency but
translated to a 13 1% rise due to the strength of the euro

Following the ratienatisation of the property portfolio we
embarked upon a process to address the cost base of the Group,
slimming down the organisation and reducing administration
costs from £19 0 mitlion in 2007 {exciuding £8 7 million relating
to the investment in Londen Bridge Quarter which was sold at
the end of that year) to £16 1 mullion 1n 2008, and £12 2 million
in 2009

The net deficit on revaluation of investment properties at

31 December 2009 was £6 7 million (2008 deficit of £103 3
rution) The uplift in the UK of £24 1 million reflected a 7 5%
underlying gain In Germany and France the underlying deficit
in local curtency of around 6% was doubled by the relative
strengih of sterling at the year end, causing a deficti of £13 5
millien and £15 9 mitlion, respectively The deficit on revaluation
of investment properties 1s excluded in arriving at adjusted
earnings per share

The impairment of intangible fixed assets and goodw:ll of
£22 0 million significantly reduced adjusted earnings per
share In 2008 There was no such impair ment in 2009

Net finance costs in 2009 were £25 5 million {2008 £430
million) Within this number inlerest payable of £28 5 million
(2008 £42 & milion) was lower than the previous year due to
the reduction i loans which accompanied the disposals in 2008
and alsc due to the decision toreduce exposure to fixed rate
interest rate swaps In favour of interest rate cap contracts which
enabled the Group to henefit from the prevailling low interest
rate environment The fall ininterest income to £6 4 millign
(2008 £8 7 mullion) was largely due to cash balances being
reduced by the £48 0 m:ilien distributed through the tender
offer buy-back in January 2009 Foreign exchange variances
created a loss of £9 7 million (2008 gain of £11 9 million), and
the effect of marking derwatives to market at the year end
produced 3 net gamn of £6 3 rmillion (2008 loss of £21 0 miilion)

Within the Other investments division In addition to the return
of 54 2% from corporate bonds Wyatt Media Group contributed
£0 1 mithion (2008 loss of £2 8 million) to gperaling profit on
turnover of £3 é million (2008 £3 6 mitlion) and the Group s
share of Catena AB s profit after tax was £3 0 million
Bulganan Land Develepment plc contributed a loss after tax
of £3 3 millon which was partially offset by negative goodwtll
of £2 8 million occasioned when the Group hought a further

11 9% of the shares in BLD at a price below that companys
net asset value

Once again this year the current tax charge was significantly

below the weighted average rate of the countries in which we !
do business Our French operation was the only part of the

Group which paid tax Elsewhere in the Group through

judicious planning tax losses absorbed taxabte profits made

in the year Future profits will erode such tax losses and

Lhereby the Group s ability to mittigate future tax habilities

The tax charge also contains adeferred tax credit of £10

mitlion {2008 tax credit of £67 7 rmilien) which typically

largely contains an adjustment required under IFRS for the -
potential tax occasioned by valuation movements on

investment preperties In practice this tax is unbkely to be |
paid so deferred tax 1s excluded from the calculations of

adjusted earnings per share and adjusted net asset value |

ADJUSTED NET ASSET VALUE Adjusted net assets fell by 7 7%
te £368 4 million (2068 £392 6 milllan) but adjusted net assets
per share rose because the number of shares in 1ssue was
reduced by 2 in ¥ or 22%, through the tender offer buy-back

At 31 December 2009 adjusted net assets per share which
exclude deferred tax, were 767 5 pence (2008 647 2 pence),
arnseof 18 6% On 7 January 2009 atenderofferof2mn 9
shates in 1ssue took place at 350 pance per share which had
the effect of increasing adjusted net assets per share to

732 0 pence Profit after tax added a further 34 3 pence and
farr value movements contributed 28 2 pence Against this,
exchange rate vanances reduced adjusted net assets per
share by 27 0 pence




CASH FLOW, NET DEBT AND GEARING At 31 Decernber 2009 the
Group s cash balances of £70 3 milbien were £12% 0 million lower than
twelve months previously, mainly due to the distribution of £48 G miliion
by way of the tender offer buy-back in January property acquisitions and
other capital expenditure of £52 0 million and the net investment In
corporate bonds of £45 9 million

During the year gross debt reduced frem £601 7 million to £592 8
miltion £19 2 million was raised to finance the acguisition of Freres
Peugeot in Paris £21 1 miltion to finance developments in Germany
and £29 4 million for sundry working capital requirements £57 4 mitlion
was repaid during the normal course of business and the effect of
translating euro-denominated loans into sterling at an exchange rate

7 8% different from twelve manths earlier reduced the sterting value of
overseas toans by £21 1 million

Adjusted net gearing, which excludes the effect of deferred tax, was

101 7% at 31 Decermnber 2008 but rose to a pro forma 129 2% with the
tender offer buy-back an 7 January At 31 December 2009 it was 141 7%
and the waighted average loan-to-value on borrowings against properties
was 66 9% Adjusted sclidity was 36 4% (2008 37 6%) —

Buring the year a number of fixed interest rate swap contracts were
cancelled n favour of interest rate caps to take advantage of the
prevailing low Interest rate environment This had the effect of reducing
the weighted average cost of debt to 4 0% (2008 58%) and increasing the
proportion of floating rate loans to 50% of total berrowings (2008 42 5%)
In 2009 recurring Interest cover rose to a comfortable 2 1 times (2008

T 1times)

FINANCING STRATEGY The Group s strategy 1s to hold its investments
predaminantly in single-purpose vehicles financed primarily by non-
recourse hank debt n the currency used to purchase the asset In this
way credit and liquidity sk can most easily be managed around 75% of
the Group s exposure to fereign currency I1s naturally hedged and the
most efficient use can be made of the Group s assets Bank debt ordinarily
attracts covenants on loan-to-value and on interest and debt service
caver Following the significant fall in property values at 31 December
2008, actual and potential covenant breaches on leans with a value of
€176 4 million were resclved through the part-repayment of loans or the
placing of cash on deposit using tess than £15 million In aggregate None
of the Group s debt was in breach of covenants at 31 December 2009
potential breaches could be rectified an the part-repayment of £1 7 miltion
of principal

To the extent that Group borrowings are not at fixed rates, the Group s
exposure to inferest rate risk 1s mitigated by the use of financial
derwvatives particularly interest rate swaps and caps

SHARE CAPITAL At 1 January 200% there were 66 745 471 shares in
1ssue of which 5 000 00C were held as Treasury shares On 7 January
under the tender offer buy-back, 13 721 215 shares were cancelled in
exchange for C48 O rrullion distributed to shareholders There were no
other changes to share capital in the year and at 31 Decernber 200%
48 (24 256 shares were bisted on the Londan Stock Exchange, and

5 000 000 shares tematned in Treasury

The Directors intend to put te a general meeting of the Company in
April 2010 a proposal to 1ssue a tender offer to buy back tin 42 shares
at b25 pence per share if approved by shareholders this could lead to
the purchase and cancellation of 1 143 434 shares a distribution to
shareholders of £6 0 million and 44 880 822 shares remaining, excluding
Treasury shares
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BUSINESS REVIEW 2009 conTINUED

] TOTAL RETURNS TO SHAREHOLDERS

!
I CLS Holdings

FTSE All Share Real Estale In additien te the distribution associated with the tender effer buy-back
Seurce Da astream FTSE All Share —— in January 2009 shareholders benefited from a rise in the share price

! in the year from 305 pence on 31 December 2008 te 498 75 pence on
{ 1000 31 December 2009 Accordingly the totat shareholder return in 2009
roo00 was 52 7%

800
L 700 Since the Company listed on the London Stock Exchange, It has

500 cutperformed the FTSE All Share Real Estate and FTSE All Share

500 indices as set outin the graph on the left The graph includes dvidend

400 payments made by cther companies CLS has made no dvidend
\ 32: payments to shareholders since 1998, but iInstead has made capital
T distributions through tender offer buy-backs which have been

accounted for in the graph
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Lo o KEY PERFORMANCE INDICATORS

Our performance against our key perfermance indicaters (s set cut on
page 2

1 Spring Gardens Landon 5E11

2 Park Avepue Lyon

3 Hans-Bockler Strasse 19 Bochum
4 Plancgg Munich
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There are a number of potential nsks and uncertainties which could have a material impact on the Group s performance and
could cause the results to differ matenally from expected or histerical resuits The management and mitigation of these rigks

are the responsibility of the Board

Risk

Mitigation

Property investment risks

Underperformance of investment portfolis impacting on
financiat performance due to

+ Cyclical downturn in property market

¢ Inappropnate buy/sell/nold decisicns

Senior management has detailed knowledge of core markets and
experience gained through many market cycles This experience
is supplemented by external advisors and financial models used

in capital allocation decision-making

* Changes in supply of space and/or tenant demand
affecting rents and vacancies

The Group s property portfolio 1s dverstfied across four countries
The weighted-average unexpired lease term s 8 & years and the
Group s largest tenant concentration is with the Government

sector (40 1 per cent)

*» Poor asset management

Property teams proactively manage tenants to ensure changing
needs are met and review the current status of all properties
weekly Written reporls are submitied bi-weekly to senior
management on Inter alia vacancies lease expiry prefiles and

progress on rent reviews

Other investment risks
Under perfermance of corperate bond portfolio

In assessing potential investments the Group Treasury department
undertakes research on the bond and 1ts 1ssuer seeks third-party
advice, and recewves legal advice on the terms of the bond, where
appropriate The Gioup Treasury department receves updates

on bond price movements and third party market analysis on a
dally basis and reports on corporale bonds to the Board on a

bi-weekly basis

Funding risks
Unavailability of financing at acceptable prices

The Group has a dedicated Treasury department and relationships
are maintained with approximately 20 banks thus reducing credit
and Uguidity risk The exposure on re-financing debt 1s mitigated

by the lack of concentration in maturities

Adverse Interest rate movements

The Group = exposure to changes in prevailing market rates is
largely hedged on existing debt through interest rate swaps and

caps or by borrowing at fixed rates

Breach of borrowing covenants

Financial covenants are monitored by the Group Treasury
department and reqularty reported to the Board

Foreign currency exposure

Property investments are partially funded in matching currency
The difference between the value of the property and the amount
of the financing is generally unhedged and monitored on an

engoing basis

Taxation risks
The risk that there will be increases in tax rates or changes
to the basis of taxation

The Group monitors legislative propesals and consults external
advisors to understand and mitigate the effects of any such change

Going concern

The risk that given Lhe economic unceartainties the Group
will not have adequate working capital to remarn a going
concern for the next 12 menths

See page 223




PROPERTY PORTFOLIO

A welighted average lease length
of 8.5 years, 40% let to Government
tenants and only 4.5% vacant

At 31 December 2009 the Group owned 68 properties containing 389 tenants in a total lettable area of 388 381 sqg m Centracted
rent across the Group was £64 0 million net rent, which 1s contracted rent tess net service charge costs, was running at

£61 9 mullion from properties with a book value of £813 0 mullion, representing a nat intial yield of 7 6% Should the vacant
space at 31 December 2009 have been let at its estimated rental value (ERV) of £3 1 mullion per annum the yield weuld have
been 7 %%

The ERV of the entire portfolio was £61 3 million of which £58 2 mitlion related to the tet portfalio which therefore was 9 1%
over-iented However around hatf of the over-rented element was in the UK where the weighted average lease length was over
10 years and £1 9 million of the over-rented element in the UK was let to the Government for 14 years unexpired 47% of the
Group s rent roll extended beyond five years and 27% had over 10 years unexpired The weighted average lease length across
the Group was 8 b years 40% of the rent roll was let to government tenants and a further 26% to major corporations

t 7 Rue Fugene et Armand Peugect Par, 4 ]
2 Spring Gardens London SET1
3 16 Ruede Sollerine Paris

4 Unterschlerssheim Munich
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) Contracted Net T Yield True |
rent Net rent Book value mitial when equivalent
£m £m Em yield fully tet vield |
UK 248 240 3468 5 7% 73% b 5%
France 188 186 2228 8 0% 8 7% 7 7%
Germany 14 6 14 4 1921 72% 7 8% 7 2%
Sweden 58 49 513 10 5% 9 5% 80%
64 0 619 8130 7 6% 7 9%
oo T Temmmrm e o - T Totat ERV of Tt ﬁ|
Vacant  contracted total Weighted !
Vacant [ERY  plus vacant portiolio Qver-rented average i
% £m Em Em £m lease length
UK 4 5% 13 261 233 28 10 4years
France 4 2% 08 19 & 180 16 59%years
Germany 5 8% o9 155 151 04  93years
Sweden 1 9% 01 59 49 10 & 4 years
4 5% 31 671 813 58 8b5years
RENT BY LEASE LENGTH RENT BY SECTOR
Vacant ?;hse; / - |
4 5% Over 10 years o175 ~ Government |
Under 5 0% t Finance / \ 40 1% |
nder 5 years o
288% 62% . /\‘\_ \ :
Manufacturing |
| e,
5to 10 years ‘ 66% S VAN /
__39T% 3l Y /’ Business services |
13 3% \ / 163%
I S A —
\/_\___/ ;

Sweden
9 0%

Germany
228%

RENT BY GEGGRAPHY




SCHEDULE OF GROUP PROPERTIES

UNITED KINGDOM

at 31 December 200% Tenure Areasqm Use

London EC4

Clifford s Inn, Fetter Lane Freehotd 3181 Offices

L.ondon SE1

Westminster Tower, 3 Albert Embankment Freehold 4,481 Offices

Fielden House, 28/42 London Bridge Street” Freehald 753 Offices

London SW8

Cap Gemini House 95 Wandsworth Rd & 72/78 Bondway & 22 Miles Street Freehold 10 427 Offices/Industral

86 Bondway Freehotd a9 Offices

80/84 Bondway Freehold 1624 Offices

101/103/107 Wandsworth Road Freehold 488 Residential

18/20 Miles Street Freehold 152 Offices

London SE11

Spring Gardens Tinworth Street Freehald 19387 Offices

Spring Gardens Court, 79 Vauxhall Watk Leasehold H15 Residential

2/10 Tinworth Street Frechotd 1,763 Offices/Industrial

16 Tinworth Street Freehold 218 Industrial

92/98 Vauxhall Walk Freehold 97 Offices

108 Vauxhall Walk Frechold 400 Car parking

110 Vauxhall Walk Frechold 790 Industrial

Wastern House 5 Glasshouse Walk Freehald 589 Offices

35 Albert Embankment Freehold 527 Leisure

London WC1

214/236 Grays lnn Read Freehold 26295 Offices

London WC2

Ingram House, 13/15 John Adam Street Freehold 1307 Offrices/Residential

Brentford

Great West House, Great West Read, TW8 Freehold 14,400 Ofhices

Fulham

Quayside Willlam Morris Way SWé freehold 3055 Oftices

Hammersmith

Cambridge House 100 Cambridge Grove Wé Freeheld 4,621 Offices

Ladbroke Grove

Buspace Studios 10 Conlan Streel W1iD Freehold 3,008 Studios/Workshops/
Offices

Neasden

Chancel House, Neasden Lane NW10 Freehold 6,887 Offices

New Matden

Ci Tower High Street KT3 Freehold 7,562 Offices

Ipswich

Zest Nightclub, Princes Street IP1 Freehold 1953 Leisure

UK Properties at 31 December 2009 116,677

* Share of joint venture




FRANCE AND LUXEMBOURG

i
'at 31 December 2009
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Tenure Areasqm Use
Paris
48 Rue Croix des Petits Champs, 75001 Freehold 1800 Gffices
20/22 Rue des Pelits Hitels 75010 Freehold 2,001 Offices
18 Rue Stephenson, 75018 Freehold 538 Offices
Le Sully o1 2, Rue Georges Bizet, 78200 Mantes la tolie Freehold 2,798 Offices
95/97 Bis Rue de Bellevue 92100 Boulogne Freehold 2 445 Oflices
16 Rue de Sclierino, 92100 Boulogne Freehold 1 046 Offices
58 Avenue General Leclerc 92100 Boulogne Freehold 525 Offices
Le Quatuor 1468 Avenue Jean Jawios, $2120 Montrouge Frechold 5003 Qffices
2 Rue Prerre Timbaud 92230 Genneviiliers Freehold 3ns Offices
Le Sigma, Place de Belgique 90 Bld de LEurope, 2250 la Garenne-Colombes Frechold 6,599 Offices
Le Debussy 77/81 Boulevard de la Republique, 92250 la Garenne-Colombas Freehold 4198 Offices
62 Avenue Foch 92250 la Garenne-Colombes Freehold 196 Offices
120 Rue Jean Jaures 92300 Levallois Perret Freehold 4,21% Offices
56 Boulevard de la Misston Marchand, 92400 Courbevoie Freehold 2784 Offices
53/55 Rue du Capitaine Guynemer 92400 Courbevoie Freehold 217 Offices
7 Rue Eugene et Armand Peugeot 92500 Rueil-Malmaison Freehold 7357 Offices
Lyon
Forum, 27/33 Rue Maurice Flandin 69003 Freehold 4 837 Offices
D Aubgny 27 Rue de la Villette 69003 Leasehold 4316 Oftices
Rhone Atpes 235 Cours Lafayette 69006 Freehotd 3,142 Offices
Park Avenue, 81 Boulevard de Stalingrad Willeurbanne 69100 Freehotd 4,249 Qfices
Front de Parc 109 Boulevard de Stalingrad 69100 Leasehald 5223 Offices
Lille
96 Rue Natonale 59000 Freehold 2 644 Offices
La Madeteine 105 Avenue de la Republique 59110 Freehold 4590 Offices
Antibes
Le Chorus 2203 Chemin de St Claude Nova Antipolis 06600 Freehold 4,333 Oiffices
Luxembourg
16 Rue Eugene Ruppert L2453 Freehold 3,698 Offices
France and Luxembourg Properties at 31 December 2009 85,830




SCHEDULE OF GROUP PROPERTIES conTiNuED

GERMANY

at 31 December 2009 Tenure Areasqm Use

Munich

BrainLAB, Kapellenstrasse 12, Feldkirchen DD-85622 Freehold 16313 Qffices

Planegg Maximiban Forum, Lochhamer Strasse 11/15, D-82152 Freehoid 13814 Difices

Grafelfing, Lochhamer Schlag 1 Freehold 6885 Offices

Rudesheimer Strasse 9, D-80684 Freehold 2,587 Offices

Unterschieissheim Lise-Meitner-Strasse 4 D-83714 Freehold 2958 Oftices

Hamburg

Fangdieckstrasse 79, 75a, b, 22547 Freehoid 13037 Offices

Jarrestrasse 8/10, D-22303 Freehold 5,568 Oiffices

Merkurring 33/35 D-22143 Freehold 8242 Offices

Harburger Ring 33, D-21073 Freehold 3,364 Oifices

Frohbosestrasse 12 D-22525 Freehold 1993 Qifices

Berlin

Rudowerchausee 12, D-12489, Adlershofer Tor Freehold 19,97 Offices/Retail

Bismarckstrasse 105 & Leibnitzstrasse 11/13 Charlottenburg Freehold 6036 Oifices

Bochum

Hans-Bockler-Strasse 19 44787 Freehold 24,640 Qffices

Dusseldorf

Schanzenstrasse 76, D-40549 Freehold 3,095 Residential

Landshut

Roider-Jackl-Strasse Freehold 10 665 Qffices

Suderhastedt

Dorfstrasse 14 25727 Freehold 1185 Nursing home

German Properties at 31 December 2009 140,375

SWEDEN

H - - - - - - 1

|a| 31 December 2009 Tenure Atedsqm Use

Vanerparken

Lasarettet No 2 Vanerparken Yanersborgs Kommun Freehold 45 499 Offices/Education/
Residentral/Leisure/
Hespitat

Swedish Properties at 31 December 2009 45,499

Total Portfolio at 31 December 2009 388,381
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The Directors present their annual report and the audited financial statements for the year ended 31 December 2009 The Chairmans
Statement Business Review and Corporate Governance Report form part of this report and should be rean in conjunclion with it

1

PRINCIPAL ACTIVITIES

The principal activities of the Group cuning the year were tne investment in and the development and management of commercial
aroperties 1n the UK, France Germany and Sweden and in other investments

REVIEW OF BUSINESS
The Statement of Comprehensive Income for the year is set out on page 36

A review of results for the year the orincipal risks and unceriainties facing the Group and the prospects for the future are set out
within the Chairman s Statement Business Review ana Pronerty Portfolio on pages 6 to 20 and are incorporated into this report
by reference These also include analysts using key performance indicators and any other information required to fuliil the
requirements of the Business Review

Details of use by the Group of financial instrurments are set cut In the Business Review on pages 8to 20 and in note 22 to the group
financial statements Risk Management objectives are also detailed in note 22

OIRECTORS

The Directors of the Company are set out below and changes to the camposition of the Board during the year can be found in the
Corporate Governance Repart on page 24

The statement of Direclors remuneration and their in erests in shares ana share optians of the Company are se! out in the
Directors Remuneration Report on pages 30 to 33 Related party transactions are shown in note 21

Biographical details of the Executive and Non-Executive Directors are se! cut below

Executive Directors

Sten A Mortstedt, aged 70 1s Executive Chairman of the Company He began his carger in 1942 with Svenska Handelsbanken in
Stockholm and wathuin three years had formed a property investment partnership In 1968 he was appointed Managing Director of
the Moristedt family property company Citadellet AB which was floated on the Stock Exchange in Stockholm in 1981 The comgpany
was sold in 1985 for a preice five imes higher than the introduction price and was at that ime the largest property deal recorded

10 Seandinavia

Since 1977 he has been involved in establishing and running property interests in the UK Sweden and France

He established CLS in 1987 and has been Executive Chairman since he tock the Company to a isting on the mamn market of the
London Steck Exchange in 1994

In addibon to nis focus on property he has been commerciatly active in @ number of other investiment areas He has seen a number
of the companies in which he has invested through to successful stock exchange listings or trade sales

He runs hus global interests from his residence in Switzerland

E Henry Klotz aged 65 was appointed to the Board as Chief Executive Officer in 2008 He jained the Group in 1999 with
responsibility for the management of the Swedish cperation and more recently was involved in the setting up of the German
division and sourcing new business cpportunities for the Group He 1s a qualified engineer and ecanomist

Cn behalf of CLS he 15 alse Non-Executive Chairman of Catena AB a Nordic reat estate company guoted on the Stockholm Stock
Exchange inwhich CLS holds an mierest of 29 8% He s also a Non-Executive Director of Bulganan Land Development Pl an
AlM-lListed company In which CLS holds 47 7%

John H Whiteley aged 51 joined the Comoany in October 2009 and was appointed to the Board on 26 November 2607 He was
previously Finance Officer at Doughty Hanson & Co Real Estate and for ten years was Finance Directer of Great Portland Estates plc
a cormnpany usted on the London Stock Exchange He s a Fetlow of the Institute of Chartered Accountants and spent nine years with
Ernst & Young afler qualifying as an accountant with Spicer & Pegler

Non-Executive Directors

H 0 Thomas Lundqvist aged 65 was appointea Vice Chairman on 24 Novemnber 2009 he is Chairman of the Remuneration
Committee and a member of the Audit Commuttee He joined the Board in Novermber 1990 and was Finance Director oi the
Company unul 1995 when he became a Non-Executive Director Prior to joining CLS Mr Lundquist worked for the ASEA-Brown
Bover Group (ABB) and from 1983 for Svenska Finans laternational part of Svenska Handelsbanken Group where he was a board
member

Malcelm C Cooper aged 50 joined the Board 1n 2007 he s the Company s Senior independent Director and Chanman of the Audit
Committes Hes Global Tax & Tressury Director of National Grid plc where he has worked for various predecessor companies
since 1991 Previously he worked for Andersen Consulting He has a first in pure mathematics from Warwick University 15 a
gualifted accountant and 1s a member of the Association of Corporate Treasurers
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3 DIRECTORS (CONTINUED)
Non-Executive Directors {(conlinued)

Joseph A Crawley aged 50 joined the Board :n 2008 and 15 a member of the Remuneration Cemmittee He 1s Chief Executive of
Kitewood Estates Limited a property mvestmen and development company active v Lendan and south-2ast England and has over
20 years experience of the central London property market He was previously employed by CLS fer a number of years and was
mvoived in the development of the Spring Gardens site

Christopher P Jarvis FRICS aged 54 |oimed the Board in Z008 and is a member of the Avdit Committee He has an M A from
Cambridge Unwersity and 15 a Partnar of Jarvis & Partners, a houtique real estate consultancy which he established in Berlin in
1994 Previously he was Managing Director of Richard Ellis Germany where he established the firms Frankfurt and Berlin offices
His firm has acted as development partner ror the HRO Group in Germany

Bengt F Mortstedt aged 61 joined the Board as an Executwe Director in 1987 and became a Non-Executive Director in 1998
Previously he was an analyst fer Citadellat AB the Mortstedt family property company in Sweden He holds a Bachelor or Law
degree from Stockholm University and befere focusing on the proverty sector began his career as a Juntor Judge of the Vaxjo
Cistrict Court in Sweden

Thomas J Thomson aged 59 joined the Beard in 2001 as Executive Vice Chairman and Acting Chief Executive, and was made Chief
Executive in 2004 He became a Non-Executive Direcior in 2006 He was Non-Executive Vice Chairman from 2006 to 2009 and
Company Secretary from 1982 to 2001 and from 2008 to 2009 He 15 & qualified sclicitor and joined the Croup as General Counsel in
1994 having been a partner with Taylor Walten Solicitors for many years

In accordance with the Articles of Asscciation Sten Mortstedt will retire by rotation Both Mr Lundawst and Mr 2 Mortstedt have
served as Non-Executive Directors for more than nine years and therefore 1n accordance with the recommendation se” out InA 7 2
of the Combined Code retire annually As a former Executive Director Mr Thomson also retires annually Each being eligible witl
seck re-clection to the Board at the Annual General Mecting In addition Mr Whiteley who was appointed since the tast Annual
General Meeting, will offer imseli for reappointment at the 2010 Annuat General Meeting

The Board recommends to the shareholders the reappointment of Mr Whiteley and the re-election ¢f the retiring Directors given
*heir performance and continued impeortant contribution to the Company

4  DIVIDENDS
In lieu of paying cash dividends 1t 1s the Company s current policy to make distributions by way of tender offer buy-backs

The second tender offer made in 2008 by way of a Circular dated 1 December 2008 for the purchase of 2 1n 9 shares at 350 pence
per share was completed in January 2009 It returned £48 0 million to shareholders equivalentto 77 8 pence per share

A tender offer will be put to shareholders in April 2010 for the purchase of 11 42 shares at a price of 525 pence per share which
it approved will return £6 0 million to shareholders equivalent to 12 5 pence per share

5 PURCHASE OF THE COMPANY S SHARES

When the above-mentioned tender offer was comgleted in January 2009 13 721 215 shares were purchased and subsequently cancelled
The Cempany did not make any further purchases of its own shares during the year

The Directors will continue to keep under review whether to make such purchases so long as they are in the best interests of
shareholders given the cash resources of the Comoany and the discount of the market price of the Company s shares to its nat
asset value

Aresolution will be proposed at the Annual General Meeting to give the Company authenity to make market purchases of up to
4 B0Z 425 shares

& SHARE CAPITAL

Changes in share capital are shown in nete 23 of the notes to the group linancial statements At 31 December 2009 and at the date
of this report the Company s issued share capitat consisted oi 53 024 256 ordinary shares of 25 pence each of which 5 000 800
shares were held as Treasury shares and all ot wiich ranked par passu

The total number of voting nights in CLS Holdings plc was £8 024 236 being the numoer of shares 1n1ssue exctuding Treasury
shares The rights {including full details relating to voling) obhgations and any restrictions on transfer relating to the Company s
shares as well as the powers of the Directors are set outin the Company s Articles of Association

At 31 December 2009 the Company operated two empleyee share schernes the 2005 Company Share Option Plan {CSCP) (an
Intand Revenue Approved Scheme), and the Campany s Unapproved Share Option Scheme There ware no share optiens
outstanding under either of these schemes at the year end or as at the date ¢f this repori (2008 ncne)

Details of the Directors interests in shares are shewn in the Directers Remuneration Report on page 30

7 PROPERTY PORTFOLIO

Avzluation of all the properties in the Group as at 31 Decemoer 2009 was carnied out by Lambert Smith Hamptan for the UK
DTZ tor France and Germany and CBRE tor Sweden, which produced a market value of £813 0 matlion (2008 £798 8 miilion)
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CORPORATE GOVERNANCE

The Corporate Governance Statement prepared in accordance with rule 7 2 of the FSAs Disclosure and Transparency Rules can be
found on pages 24 to 29 and forms part of thus report

EMPLOYEES, ENVIRONMENTAL AND SOCIAL ISSUES

The Group s policies on employment envirenmental and social issues including chantable donations are suirvnarised in Lhe
Corporate Responsibility Report on page 34 Neo political donations were made during 2009

INSURANCE OF DIRECTORS AND INDEMNITIES

The Company has arranged insurance cover In respect of legal action against its directors and officers The Company has granied
indemnities to each of the Directors and other senigr management uncapped in amount but subject to applicable law 1n reiation to
certain losses and liabilities which they may incur in the course of acting as directors or emptoyees of the Company or one or more
cf its subsidianies or associates

SUPPLIER PAYMENT POLICY

The Group agrees payment terms with its suppliers when it enters into binding purchase contracts The Group seeks to comply
with the payment terms agreed with suppliers whenever 1t Is satisfied that the supplier has previded the goods or services in
accordance with the agreed terms and conditions At the year end Group trade crediters were owed the equivalent of 23 days
purchases based on the year as a whole (2008 22 days) The Company had no trade creditors (2008 ntl}

AUDITORS

A resolution to reappoint Delodte LLP as auditors lo the Company will be prepesad at the forthcoming Annual General Meeting

2070 ANNUAL GENERAL MEETING

The 2010 Annual General Meeting will be held on Tuesday 11 May 2010 The notice of meeting incluoing explanatory notes for the
resolutions to be proposed will e posted to shareholders

EVENTS AFTER THE BALANCE SHEET DATE

There were nc reportable events after .he balance sheet date

OISCLOSURE OF INFORMAT!ON TO AUDITORS
Each Director has confirmed at the dawe of this report that

= 5o far as heis aware there s no relevant audit information of whach the Group 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 relevani audit
informatioen and to establish that the Group s auditors are aware of that infermation

This confirmation 1s given and should be interpreled in accordance with the provisions of s418 of the Companies Act 2006

GOING CONCERN

The current economic conditions have created a number of unceriainties as sel out on page 15 The Group s business activties
together with the factors Likely to affect its future development and performance are set out In the Business Review on pages 8 to
20 The financial position of the Group its liquidily position and borrowing facilities are described in the Business Review and in
ncies 21 and 22 of the financial statements

The Directors regularly stress-test the business model to ensure that the Group nas adeguate working capital and have reviewed
the current and projected financial positions of the Group taking inte account the repayment profilz of the Group s loan portfolio
and making reasonable assumptions about future trading performance The Directors have a reasonable expectation that the
Company and the Group have adequate rescurces to continue in cperational existence for the foreseeable future and therefore
they continue to adopt the going concern basis in preparing the annual report and accounts

The Directors Report was approved by the Board on 11 March 2010

By order of the Roar

David Fuller BA FCI
Company Secretary
11 March 2010




CORPORATE
GOVERNANCE

1 INTRODUCTION

The principal corporate governance rules applying to U'X companies listed an the London Stock Exchange are the Combined Cade
on Corporate Governance as updated by the Financial Reporting Council { FRC ) in June 2008 {the Code ) the UK Financial
Services Authority { FSA ) Listing Rules and the FSAs Disclosure and Transparency Rules

The Board has overall responsibility for corporate governance and 1s accountable to the Companys shareholders for good
governance itiscommutted to achieving a high standard of corporate governance which best fits the Company and it shares the
view Lhat this conlributes to better company performance by assisting the Board to discharge its duties in the best interests of
shareholders

The Board fully supports the principles of good governance as set out in the Code which is publicly available on the FRC s website
{www frc org uk)

Save as (dentified and explained below the Board considers that throughout 2009 it has complied with the Main Principles and the
supporhing principles as set out in Sectien 1 of the Lode

2 THEBOARD
The Ecard comprises three Executive Directars inctuding the Executive Chairman and six Non-Executive Directors
Therr biographtes can be found on pages 21 ang 22

On 24 November 2009 John Whiteley the Company s Chief Financial Officer was appointed to the Board and Thomas Lundqwist
Non-Executive Director became Vice Chairman in successton to Thomas Thomson who remains a Non-Executive Director As at
«he date of this report there were no other changes to the camposition cf the Board

The Board notes that the Coge guidance recommends that at least half the Board should comprise iIndependent Nen-Executive
Directors The Board recognises it 1s not complant with provision A 3 2 of the Cede but belreves that it has demonstrated a proven
track record of success which has been beneficiat to shareholders notwithstanang the inancial uncertainly affecting property
companies aver the past two years Its expertence prudence and choice of strateqic direction has {or example, meant that the
Campany has not been reguired to seek further cagital from shareholders

The Board understands the need for independent non-executive directors to challenge the views of the executive team and
contribute to the Company s overall strategy It censiders its current independent Non-Executive Directars fulfil this role
exceplionally well It has determined that Malcelm Cooper and Christopher Jarvis are independent in character and judgement and
that there are no relationships or circumstances which could matenally affect or interfere with the exercise of their independent
judgement Mr Cooper s the Senior independent Director and he (s available to shareholders whe do not wish o approach either
the Chairman or the Chief Executive about a Company matter

The Board has determined that 1n accerdance with the Code provisions feur Non-Executive Direclors Joseph Crawley Thomas
Lundgvist Bengt Mortstedt and Thomas Thomson are not independent Mr B Mortstedt and Mr Lundgvist have both served on the
Board for more than nine years Mr B Martstedl is the brother of the Executive Chairman and Mr Lundqvist s the Vice Chairman
of the Sten Mortstedt Farmily and Chanity Trust Mr Crawley has a close family tie with the Executive Chairman by way of marriage
Mr Themsan nas been an employee of the Group within the last five years The Board 1s satisfied with the experience expertise
and performance of each boare member They continue to add significant value to the operation of the Company through their
combined knowledge and expersence and exercise objectmity in decision-making and proper centrol of the Company s husiness

Quning the year the Chairman conferred with the Non-Executive Directors without the other Executive Directors present A formal
meeting of the Non-Executives took place during the year without the Executive Directors or the Chairman present, at which a
tharough review of the performance of the Board and that of the Chairman taok place The Non Executive Directors alse reviewed
ihe composition of the Board and considerad that whilst the current Non-Executive Directars fulfil their role a turther independent
Non-Executive Director would be benelicial although no suitable candidate has yet been found

In accordance with the Articles of Association which can be amended by a special resotution of the shareholders, the Board has
the power t¢c appoint directors and where notice 15 given signed by all the other directars, 1o remove a director from office In
addition all Directors are subject t¢ reappomtment by shareholders at the first Annual General Mesting after their appointment
and are subject to re-election at least every three years Non-Executive Directors are appoinied for a specific term of office which
proviges far thesr removalsn certain circumstances inctuding under section 168 of the Companies Act 2006 The terms of
appointment of the Non-Executive Directors can be obtained by request to the Company Secretary Those Directors seeking
re-election and re-appointment at the ferthcorning Annual General Meeting are detailed in the Directors Report on page 22
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Activities of the Beard

The Beard met five times during the year It (s responsible to the snarenolders of the Company for the strategy and future
development of the Group and the managament of its resources The Board s primary objective 1s to {ocus on adding value (o the
assets of the Group by «dentifying and assessing business opportunities as they arise and ensunng that associated potential risks
are identified monitored and controlled The Board has a formal scheaoule of matters specifically reserved to it for decision which
1s reviewed annually and was last revised in November 2009 Matters reserved for Board decistons include strategic leng-term
abjectives and the capital structure of major transactions The implamentation of Board decisions and day-te-day operations of the
Group are delegaled .0 senior management

Directors are able to obtain independent professional aovice at the Company s expense and have access Lo the services of the
Company Secretary They are given appropriate training and assistance on appointment to the Board and later 1f and wnen required

Board mambers are given appropriate documentation in advance of each Board and Committee meeting and senior executives
below Board level attend Board meetings to present and discuss their areas of speciality In making commercial assessments the
Cirectars review detailed plans including inancial viability reports which armong other things detail the impact of proposals in
respect of return on capital, return on cash and the likely impact ¢n the income statement cash flows and gearing

Strategy 1s determined after having laken due regard of relevant forecasts and domestic and international developments The
views of sharehelders are sought by the Executive Directors and are reported back to the Baard The Board 15 also appraised of the
views of shareholders as received by the Company s adwisers

Group and divisicnal budgets and quarterly financiat forecasts including net assets and cash flow projections are formally reviewed
oy the Boarc on a quarterly basis In additton the Execulive Directors monitor cash flows weekly

The Comipanies Act 2006 introduced a new conflicts of interest regime for Directers In compliance with this the Company s Articles
of Association contatn procedures to deal with Directors conflicis of interest The Board considers that these have operated
efiectively during the year

The sttendance of Directors at meetings during the year 1s set oul below
Audit Remuneration

Beard Commuittec Comunntiee
Number of meetings held 5 4 1
Sten Mortstedt 5/5 - -
Henry Klotz 5/5 - -
John Wniteley'? 1M - -
Thomas Lundgwist 55 4f4 1/1
Malcotm Cooper 5/ 4f4 -
Josech Crawley 5/5 - 1N
Chuistopher Jarvis 5/9 até -
Bengt Moristedt 5/5 - -
Thomas Thomson 5/5 - -

{1} Apponted to the Board on 25 November 2007

In addition to sttending Board meetings semior management meet regularly to discuss management issues relating to the Group

There i1s a dwision of respansibilities between the Executive Chairman who 1s responsible for the overall strategy of the Group and
the Chief Executive Officer who s responsible for implementing the strategy and day-to-day runming of the Group He 15 assisted by
the senior management team The Board has approved a written statement o7 the dwvision of responsibilities hetween the Executive
Chairman and the Chief Executive Officer

The Company has arranged insurance cover (n respeci of legal action against its directors and officers The Company has granted
indemnities to each of the Direclors and o her senior executives uncapped In amount but subject to applicable law in relation to
cartain losses and Liabilities which they may incur in the course of acting as directors or employees of the Company or of one or
more of its subsidiaries or associates

The Beard 1s assis*ed by the Audit and Remuneration Coemmiliees the Terms of Reference tor which can be obtained from the
Company Secretary
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3 THEAUDIT COMMITTEE

The Audit Committee comprises Malcoim Cooper {Chairman) Themas Lundgvist and Christapher Jarvis The Board 1s satisfied
that Mr Cooper and Mr Jarvis are independent and Mr Cooper is regaroed as having recent and relevant accounting and financial
experience As Mr Lundqwist 1s deemed not to be independent the Board notes that the composition of the Committee dees not
comply with the recommendation contained 1n C 3 1 of the Code The Commiltee considers that Mr Lunagwist s experience and
detailed knowledqe of the Group greatly assists the Committee when making decisians within its remit

The Commuttee et four times dunng the year Certain senior management and the external auditors are normally invited to attend
the meetings

The principal duties of the Committee are to review the nalf yearly and annual financial reports before their submission to the
Board and to consider any matters raised by the auditors The Commuttee also reviews the Intenm Management Statements of the
Company and the independence and objectivity of the auditors taking into account relevant professional and regulatory
requirements and the relationship with the auditors as a whaele including the provision of any non-audit services The terms of
reference of tne Commuttee reflect current best practice including authority to

+ recommend the appointment re-appointment and removal of the external auditers,

*  ensure the objectivity and independence of the auaitors including occasions when in accordance with the specific policy, non-
audit services are provided by momitoring fees and letters of engagement and

+ ensure appropriate whistle-blowing arrangements are in place

During the year the Commuttee formally reviewed the preliminary year end results announcement and annual financiat report and
*he half yearly report focusing on key areas of judgement and comaolexity critical accounting policies and any changes required to
“hem It also reviewed the audit strategy and the findings of the external auditers from ther review of the half yearly financial report
and their audit of the annual financiat report In accordance with the Audit Committee Guidance 2008 the Committee reviewed the
internal contrels and risk management systems of the Group

The Committee also met with the Group s valuers Lambert Srmith Hampton and DTZ o discuss the methodology used for the
ol-annual valuations of the Group s properties

The axternal audit was last put out “o tender in 2007 when the current auditor, Deloitte LLP, was appointed and the lead audit
partner has been in place since that tme There are no contractual obligations to restrict the Company s chaice of external auditor

Due ta the relatwvely tow number of personnel employed within the Greup the nature of the business and the current control and review
systems In place the Committee recommended and the Board has decided not to establish an internal audit department

4  THE REMUNMERATION COMMITTEE

The Remuneration Committee comprises Thomas LLurdguist (Chairman) ano Joseph Crawley The Remuneration Committee has
met formally once during the year but neld other informal discussions The Commitiee considers the empleyment and
petformance of indwidual Executive Directors and determines their terms of service and remuneration It also has authority to
grant oplions under the Company s Executive Share Option Scherne and Company Share Option Plan altheugh no options were
granted during the year The Board notes that as both Mr Lundquist and Mr Crawley are deermed not to be independent the
Company does not comply with the composition of the Committee recommended in provision B 2 1 of the Code Mr Lundgvist s
experience and detailed knowledge of the Group and Mr Crawley s current experience in the real estate sector greatly assists the
Cominittee when inaking decisions within its remit Full detalls of the Committee s work are given n the Remuneration Report an
pages 30 to 33

5 NOMINATIONS

The Board has considered the setting up of a separate Nomination Committee as recommended by the Code but due to the size
and nature of the Company the Board has decided that this functicn 1s better carried out by the Executive Chairman and other
Oirectors Non-Executive and Executive as appropriate for each appomntment
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INTERNAL CONTROL AND RISK MANAGEMENT

The Company has in place internal control and risk management systerns in relaticn to the Company s financial reporting process
and the Group s process for the preparation of group accounts

it 1s the Company s aim to manage risk and to control its business ane finanwial affairs cost-effectvely in o way that enables it te
exploit profitable business opportunities in a disciplined way avoid or mitigate risks that can cause loss, reputation damage or
oustness fallure and enhance resilience to externat evenis The Board acknowledges that tne Direclors are responsible for the
Group s system of internal control and risk ranagement and have established procedures which are designed o provide
reascnable assurance against matenal misstatement or loss These procedures have cperated for the enbire financial year and up
‘o the date of approval of tne annual financial report

The Audit Committee has reviewead the effectiveness of the systern of internal control and risk management for the period and as
reported to the Board has notidentified any significant weaknesses during the financial year and therefore no remedial action has
peen necessary The Directors recognise that such a system can anly provide a reasonable and not absolute assurance that there
nas been no material misstatement or loss

The key elements of the process by which the system of internal control and risk mapagement is momitored zre as follows

Internal Control

The Caompany has an established framawork for internal financial controls whichs regularly reviewed by the executive
management and the Audit Committee who update the Board on its effectiveness

The Board is respensible for the Company s overall strategy for approving budgets, property acquisitions and disposals and for
getermining the financial structure of the Group

The Audit Commiltee assists the Board in the discharge of its duties regaroing the Group s financial reperts and provides a direct
link between the Board and the external auditors through regular meetings

There 1s an established orgamsational structure which has clearly defined lines of reporting and responsibility The Group bas in
place control processes in relation to all aspects of its financia! dealings such as he authorisation of banking transactions capital
expenditure ard treasury investment decisions

The Group has a comprehensive system for budgeting and planning whereby quarterly and annual budgets are prepared monitorea
and reported to the Board at each meeting Three-yearly rolling cash flows are updated and distributed to the Beard on a weekly
nasis to ensure the Group has surficient cash resources for the shert and medium term

Set out on pages 8 to 2015 the description of the Group s operations and the strategy which it employs to maximise returns and
minimise risks
Risks

In Lne with the revised Turnbull Guidance the risks which the Group faces are reviewed on an ongoing basis throughout the
financial year and up te the publication of the annual financial repert in Beard and executive meetings

Each business area rmainiains a precess to ensure that xey risks are Wdentifiea, evaluated, manages and reviewed appropriately
This process Is also applied at Board level to major business decisions ano sigrificant sirategy implementations Furthermere a
ci-weekly property portfolio update 1s circulated to the Beard which identifies key business risks Additional risk management
processes which include health and safety and environmental risk management are employed within the businesses

The Company s key 11sks and how they are mitigated are described on page 15 of the Business Review

DIRECTORS SHAREHOLDINGS AND MAJOR INTERESTS IN THE COMPANY S SHARES

The interests of the Oirectors in the share capital of the Company at the beginning and end of the year are detailed in the Directors
Remunerarion Report on page 30

Gther than the 60 53% nterest of the Mortstedt farmily referred to in note 8 of the Directors Remunerasion Report as at 11 March
2010 the Company has been notified of the folluwing interests above 3% in the Company s 1ssued share caoital

No al share Y%

F&C Asset Management 2lc 21719 4 47

There are no shareholders whe carry special nights with regard to control of he Company and Lhere are no restrictions on veting nghts
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SIGNIFICANT AGREEMENTS - CHANGE OF CONTROL

A change of control of the Company following a takeaver bid may cause a number of agreements to which the Comgpany or its
frading subsidiaries I1s party such as commercial trading contracts banking arrangements property leases and licence
agreements totake effect alter or terminate In the context of the Caompany as a whole, these agreements are net considered to
e significant There are no agreements between the Company and its Directors or employees providing for compensa‘ion for loss
of office or employmant that occur because of a change of cantrol or takeover bid

SHAREHOLDER RELATIONS

The Group 1ssues its annual financial report to each of its shareholders Following changes in the UK company disclosure
regulations the Group does nat produce and distribute its nalf yearly report to shareholders but mskes it available on its website

All press releases are also included on the Group s website at www clsholdings com on the Press Centre  Regulatory News pages

The Chairman, the Chiaf Executive Officer and the Chief Financial Officer have regular meetings with instituticnal shareholders
All sharehotders have at least 20 working days notice of the Annual General Meeting at which all Directors are introduced and
available fer questions All shareholders are welcome to attend the Company s Annual General Meeting and to arrange individual
meelings by appointment The views received at such meetings are fed back to the Board

PROXY VOTING

The proxy forms for the Annual General Meeting and General Meetings which were neld in 2009 included a vote withheld box
Details of the proxies lodged for these meetings were announced to the Landen Stack Exchange and are on the Company s website
at www clsholdings com on the Press Centre  Regulatory News pages

JOINT VENTURE AND ASSQCIATES

This Corporate Governance report applies to the Company and its subsidiaries It does not include joint ventures or associates

DIRECTORS RESPONSIBILITIES

The Directers are responsible for prepaning the Annual Report Directors Remuneration Report and the financial statements i
accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year The Directors are required by the |IAS
Regulation o prepare the group financial statements under those International Finanmal Reporting Standards (IFRSs) adopted by
the European Union The group financiat statements are also requirad by law to be properly prepared in accordance with the
Companies Act 2006 and Article 4 of the IAS Regulation

International Accouniing Standard 1 requires that financiat statements prepared under IFRS present fairly for each financial year
the Group s financiat positien financial performance and cash flows This requires the faithiut representation of the effects of
transactions other events and conditions 1n accordance with the definitions and recogrition critena for assets Liabilities, incorne
and expenses set sut In the International Accounting Standards Board s "framework for the preparation and presentation of financial
statements In virtually all circumstances a fair presentation wiil be achieved by compliance with all applicable IFRSs However
Directors are also reaured to

+  properly select and apply accounting policies

+  presentinfoermation including accounting policies ina manner which provides relevant reliable comparable and
understandable information

*  prowide additional disclosures when compliance with the specitic requirernents in IFRSs 1s insufficient to enable users to
understand the impact of particular transactiens other evenls or conditions on the entity s financial position and financial
performance and

* make an assessment of the ability of the Company and of the Group to continue as a going concern

The Directors have elected to prepare the parent company financal statements in accordance with United Kingdom Generally
Accepted Accounting Practice (UK Accounting Standards and applicable law) The parent cempany inancial statements are
required by law to give a true and fair view of the state of affairs of tne Company In preparing these financial statements the
Directors are requirad to

+  select sutable accounting policies and apply them consisiently

+ make judgements and estimates which are reasonable and prucent

*  state whether applicanle UK Accounting Standaras have teen followed subject to any material departures disclosed and
explamed in the financial statements and

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

The Directors confirm that to the best of their knowledge tne financial statements cemply with the zbove requirements
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The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the parent company financial statements comply with the
Companies Act 2006 They are also responsible for safequarding the assets of the Company and hence for taking reasonable steps

fer the prevention and detection of fraud and olher irregulanties

The Diractars are also responsible for the mamtenance and integnity of the corporate and financial nformation included on the
Company s website Legislation in the United Kingdom governing the preozration ano dissemination oi financial staternents may

differ fram legistatien in other jurisdictians

Statement of Directors responsibihities

We confirm to the best of our knowledge that

« the financia! statements prepared in accordance with the relevant financial repoerting iramework, give a true and fair view of
the assets lLiabiliies financial position and profit of the Company and the undertakings inctuded in the consolidation as a

whote, and

» the Business Review includes a fair review of the development and performance of the business and the pasitien of the
Company and the undertakings included in the consolidation taken as a whole together with a description of the princigal

risks and uncertainties they face

This statement of responsibilivies was approved by the Board on 11 March 2010

By order of the Bdard

W

Dawvid Fuller BA FCIS
Company Secretary
11 March 2010




DIRECTORS’
REMUNERATION REPORT

for the year ended 31 Decemnber 2009

The report on remunaration of the Directors for the year endad 31 December 2009 is set out below and has heen prepared in
accordance with the applicable statutory regulations

Certain sections of this Report are subject to statutory audit as required by the Comparnies Act 2006 Those sections are inaicated in the
section title No other sections have been zudited

1

THE WORK OF THE REMYUNERATION COMMITTEE

The Remuneration Committee comprises Thamas Lundgvist (Chairman) and Josepn Crawley As explaimed inthe Corporate
Governance Report Thamas Lundgvist and Joseph Crawley are deemed not to be independent as defined by the Combined Code
Mr Lundgvist s experience and detailed knowledge of the Group and Mr Crawley s current experience in the real estate sector
greatly assists the Committee when making decisions within its remit

The remit of the Committee 1s to considaer and recommend to the Board

* 1he reruneration of the Executive Directors including any performance-related awards and
*  the administration of the Company s share option schemes

The Remureration Committee has met formally once during the year but held other informal discussions The Commuttee received
adwvice from the Executive Chairman and the Group s HR Manager The Commitiee is able to cbtain independent professional advice
al the Company s expense

REMUNERATION POLICY
The Company s policy on remuneration Is to set overall remuneration packages at a level sufficient to attract retan and incentivise
nigh calibre staff with a view to enhancing long-term sharenolder value

Executive Directors

Consistent with this policy emoluments awarded to Executive Directors are intended to be competitive and comprise a mix of both
performance and nen-performance-related rermuneration and include discretionary awards This s designed to incenlivise
Directors and to align therr interests with those of sharehelders whilst adhering to the goals of good Corporate Governance No
non-discretionary awards are made

On a regular basis the Remunearation Committee considers the market positioning of the remuneration of the Directors against a
peer group of listed reat estate companies CLS does not operate any leng-term incentive plans

The criteria used for jJudging the Executive Directors remuneration are

s their own personal performance measured against specific targets
* the inancial performance of the Group 8s measured against budget ang
*  Total Shareholder Return

The Remuneration Committee betieves in incentivising the Directors by reference to their total remuneration and having reviewed
this to ensure that the Directors are not paid excessively in comparison to peer group cempanies

The Board does nat anticipate any significant change to its remuneration policy in tne year ending 31 December 2010 or
subseguent years subject to annual review by the Remuneration Committee
Non-Executive Directars

The remuneration of the Non-Executive Directors is reviewed and determined by the Executive Directors It consists of feas for
services to the Board and any additional services such as chainng Board Committees Both Thomas Lundgwist and Thomas
Thomson receve daily fees for specific projects undertzken subject to the agreement of the Chief Executive Officer

The Commuttee have reviewed the Non-Executive Directors fees and have agreed that they are appropriate for the Company s size
and complexity

Basic Salaries

The basic salaries of the Executive Directors are reviewed annually with any changes made effective as at 1 January The annual
~eview takes zccount of similar positions in peer group companies

Performance-Related Remuneration

The performance-related element (f any of each Executive Director s remuneration is determined after ta<ing into account the
performance of the indiwvidual and the pertermance ot the Company tegether with the emotuments of the indvidual, compared to
those in the peer group

The Executive Chairman does not recewve a performance-related element in respect of his remuneration as the Remuneration
Committee considers that the size of his sharehalding in the Company gives an adequate tink “¢ performance

The rernuneration of the Non-Executive Directors does not include a performance-relalea element
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For the year ended 31 December 2009 the apportionment of remuneration and otner benefits between discretionary performance-
related and non-performance-related elements was as follows

MNon-

Performance- Performance-

related related

Sten Martstedt Nil 100%
Henry Klotz L% 56%
John Whiteleyt™ 2% T4%
Thomas Lundqvist Nil 100%
Malcotm Cooper Ml 100%
Joseon Crawley Nil 100%
Christopher Jarvis Nil 100%
Bengt Mortstedt Nil 100%
Thomas Thomson Nil 100%

(1} Appainied to the Beard on 74 November 2009

DIRECTORS’ REMUNERATION (AUDITED)

“or the year ended 31 Decemnber 2009, the remuneration received by the Directors was as set out in the table below

2009
Other
200% 2009 2009 2009 2009 Berefits/ 2009 2008
Fee as 200% Other Beanafits Total Pansion Perlormance Total Total
Director Salary Fees mkind  Emeluments Centributions Related Remuneration fiemuneration
Motes £000 £000 £ooo £000 £000 €000 E000 ooo £aen
Executive
Sten Mortstedt 1 - 181 275 - 456 - - 456 375
Frecutive Charman)
Henry Klotz 2 - 219 18 5 242 10 200 £52 292
(Chief Executive Officer)
John Whiteley 3 - 18 - - 18 1 7 26 -
(Chiet Finenciat Officer}
Non-Executive
Thomas Lundgvist 4 21 - &7 - 88 - - 88 148
Non-Fxecutive
Vice-Chairman)
Malcolm Cooper 23 - - - 23 - - 23 35
Joseph Crawley 4 18 - 4 - 22 - - 22 2
Christopher Jarvis 18 - - - 18 - - 18 2
Bengt Mortstedt 5 - - - i5 - - 15 35
Thamas Themsaon 5 15 - 18 - a3 - - 33 103
2009 110 418 382 5 215 1" 207 1,133 1,012
Total for 2008
as reported 200 471 425 5 110 126 548 1795

(1) Gther fees comprise charges by consultancy cornpanies for services rendered in 1egard to specihic projects These lees have, been reviewcd by
management and found to be at appropndate market rates ond were subseguently approved by the Rernuneration Commiltee

(2) Other fees compnise fees earned In respect of Mr Klotz s appainiment as Non-Execuiive Chairman of Calena AB v huch are paid to and retaned by
Mr Klotz Fees earned as a Mon-Erecutve Director of Birtganian Land Development Ple are pud to the Company

(%) Appoimnted to the Board on 24 Nevemher 2009

(4)  Other fees comprise charges by a cons ultancy cornpany for services rendered it regud te <peeific projects

(5)  Other fees comprise charges for services rerdered in reqard to specific projects

The benefits provided to Executive Directors are permanent health and private medical insurance and pension contrbutions and
Lfe assurance under the Company s defined contnibelion pension scheme of which two Directors were members at the end of the
period {2008 one) No car or car allowance i1s provided to any Director (2008 none)




DIRECTORS’
REMUNERATION REPORT contiNuED

far the year ended 31 December 2009

4 DIRECTORS PENSION ENTITLEMENT {AUDITED)

The Executive Diractors are entiiled to participate in a defined contribution pension scheme Partiopants are reauired to contribute
5 per cent of basic UK salary (2008 5 per cent), which 1s matched by a contribution from the Company of 5 per cent {2008 5 per cent)

§ SHARE PERFORMANCE GRAPH

The fellowing graph shows the Company s performance measured oy total shareholder return {TSR) since the Company was listed
on the Landon Stock Exchange compared with the TSR periormances of the FTSE All Share index and the FTSE All Share Real
Estate index over the same pertod The FTSE All Share Real Estate index s considered to be the mos. appropriate as it reflects the
aerformance of the sector in which the Company operates Historicatly the Company has consistently outperformed both the FTSE
Alt Share and FTSE All Share Real Estate indices however in June 2007 share prices fell in anticipation of the downturn in the
commercial property market which occurred in the second half of 2007 Since thal ime these indices have converged The TSR
graph below independently sourced includes the positive impact to CLS shareholders of substantial capital distributions thiough
wnder cffer buy-backs

1.000 T CLS Holdings

900 | —— FTSE Ali Share Real Estate
00| T FTSE All Share
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6 SHARE OPTIONS (AUDITED)

The Board has delegated to the Remuneration Commuitee the authority to grant aptions under the Company s share schemes
peing the 2005 Company Share Optien Plan (C50P) (an inland Revenus Approved Scheme) and the Company s Unapproved Share
Optien Scheme

The exercise of share options granted under the Schemes 1s conditionat upon the satisfaction of performance criteria namely the
growth in the net assets of the Group being at least equivalent to the grewth of the All Properties Capital Growth Index maintained
oy Investment Properly Databank Limited

There were no options held by Drrectors during the year No Directors were granted options over the shares of the Company or
ather Group entities None of the terms or conditions of the share options was varied during the year

The highest lowest and average rmid-market share price 1n the year were 586 5 pence 185 pence and 368 1 pence respectively
The year end share price was 498 75 pence

7 OIRECTORS SERVICE CONTRACTS

Each of the Executive Directors of the Cempany has a service contract in force which except for Mr Klotz whose contract expires
on 31 December 2010, are of no fixed term There is no provision in the contract of any Executive Directar for contractual
termination payments save those payments normally due under employment law

In accordance with best practice, Non-Executive Directors are not appointed on service contracls but there are lelters of
appointment in place for 2ach Non-Executive Director Al of tne Non-Executive Qirectors are appointed unul such tme as they are
not re-elected As recommended under the Combined Code all of the Non-Executive Directors who have served for more than nine
years retire annually and are abla to seek re-election at the Annual General Meeting If they fail to be re-elected their terms of
appointment will cease
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Details of the service contracis or letters of appoinument of those who served as Directors during the year are as {ollows

Name

Contract date Notice period

Sten Mortstedt
Henry Klotz

John Whiteleyt?
Thomas Lundgwist
Malcolm Cooper
Josepn Crawley
Christopher Jarwis
Bengt Mortstedt
Thomas Themsaon

2804 94 12 months
010508 & months
011009 6 months
011055 & months
150607 3 manths
251108 3 months
251108 3 months
181298 4 months
250108 3 months

{1) Appointed to the Board 24 Naovember 2009

INTERESTS IN SHARES

The interests of the Directors in the ordinary shares of 25p each in the capital of the Company were

31 December 2009
Ordinary shares of 25p

31 December 2008t
Ordinary chares of 75p

Sten Mortstedt
Henry Klotz

John Whniteley
Thomas Lundgwist
Malcolm Cooper
Joseph Crawley
Christopher Jarvis
Bengt Moristedl
Thomas Thomson

25,441,418 29 254 846
21,995 2152
62,91 110 265

3,628,898 4 664 726
114,728 177 350

T Or at date of uppointment

All of the above interests in shares were held beneficially for the Directors concerned Except for 291 shares held in the name of his
wife, Sten Moristedt s shares in which he 1s beneficially interested are neld in trust As at the date of thes report there have been no

changes to the interests of the Directors since 31 December 2009

LONG-TERM INCENTIVE SCHEME

The Company dees not operate a long-term incentive scheme

WAIVER OF EMOLUMENTS
No Director has wawved their emoluments during the year
n beh the Board

ThomagLukdqvist
Chairm

Remuneration Committee
11 March 2010




CORPORATE
RESPONSIBILITY

for the year ended 31 December 2009

1 RESPONSIBILITY

The Executve Directors ensure that the Group s phifesophy on Corporate Responsibility 1s known to atl staff and actwvely
enceurages ils support by employees across the Group

The Group ensures that it 1s compliant with all legislation including environmental legislation in these countries in which it
operates

2 ENYIRONMENT

The Board i1s aware cf the Company 5 envirenmental impact and therefore seexs both to minimise adverse effects and to enhance
positive eflects of the impact on the environment The Company is committed to a responstble and torward-looking approach to
environmental 1ssues and encourages recycling energy conservation and the use of alternative energy supplies

Wnen concewing designing and developing new build projects we place tugh prionity on achieving and bettering the guidelines for
sustainability and renewable energy sources

Throughout the portfolio with reqular maintenance and any improverment projects we seek to maxmise efficiency of the Group s
buildings and to reduce energy consumption with consideration of the needs of aur tenants and the age of our buildings When
upgrading or refurbishing properties we recognise that the principal 1ssues requiring to be managed are minsmising local
environmental impact particularly noise and dust managing construction waste, and scurcing materials responsibly Recycling
cpportunities are reviewed and simplemented where possible

Examples of this approach include the installaticn of electricity check meters when carrying out refurbishments sourcing anly
Green Tariff electricity supplies for our multi-let properties and using video-conferencing to reduce the need to travel between our
European offices At Sclna Business Park in Sweden we developed buildings with geothermal heating and cooling systems which
cut running costs significantly, and met high specifications fer air quality sound proofing and ilumination Our developments at
Landshut and Bochurm in Germany were designed to cornply with the ENEY requirements on energy saving, and at Landshut
ground water was used in the cooling system for the office space The Company will becorne a member of the CRC Energy
Efficiency Scheme in the UK from April 2010 and will be actively managing enargy consumption in the portiolio to reduce carbon
ermissions and mamntawm ts league table vosition

3 EMPLOYEES

The Directors believe that the Group s employees are a source of competitive advantage The Directors recognise that coatinued
and sustained imprevement 1n the performance of the Group depends on its anibty to attract motvate and retamn employees of the
highest calibre The Group 1s committed to the principle of equal opportunity in employment It seeks to ensure that no employee
ar applicant is treated less favourably on the grounds of gender marial status race colour, natienality ethnic ar national enigin
~eligion disability or sexual erientation nor 1s disadvantaged by cenditions or requirements including age limiuts which cannct be
Justhified objectively Entrysnto and progression within the Group are solely determined by the application of job criteria personal
aphitude and competence

It 1s the Group s policy to apply best practice 1n the employment of disabled people Fuil and fair consideration s given to every
application for emoloyment from disabled persons whose aplitude and skills can be utilised in the business and to their training
and career development This includes wherever possible the retraining and retention of staff who become disabled dunng thesr
empleyment

All staf are informed of matters concerning their interest as employees and the finaacial and economic factors affecting the
ousiness Established management communtcation channels have been supplemented by direct presentations to staff by Direclors
to explain developments of particular significance

4 CHARITABLE CONTRIBUTIONS

During the year 21 of the Cempany s London employees took part in a fun run for Land Aid Charitable Trust the real estate sector
charity which assists the homeless [n addition the contribu tens made by the Group during the year for charitable purposes were
£3 557 (2008 £2717)

Nerther the Company nor any of its subsidiaries made any donations of a political nature during the year

5 HEALTH & SAFETY
lt1s a prunary cancern of the Board that the Company manages its activities in such a manner as to ensure that the health and
safety of its employees tenants adwvisors contractors and the general public 1s not compromised

&  BUSINESS ETHICS

The Board recognises the impertance of the Comepany s esponsibilities as an ethical employer and views matters in which the
Cornpany interacts wiln the community both secislly and economically as the responsibility of the whole Board
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We have auditea the grous financial staterents of CLS Holdings plc for the year ended 31 December 2009 which comprise the Group
Statement of Comprehensive Income the Group Balance Sheet the Group Statement of Changes in Eguity the Group Statement of
Cash Flows and the related notes 1 te 32 The financial reporting framewoerk that has been applied in their preparation 1s applicable

law and Internationat Financtal Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company s members as 2 body in accordance with Chapter 3 of Part 16 of the Companies Act 2006

Our audit wor has been undertaken so that we might state to the Company s members inose mallers we are reguired to state to them
in an auditors report and for no other purpose To the fullest extent permitied 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 audd work for this report or for the opinions we have formed

RESPECTIVE RESPONSIBILATIES OF DIRECTORS AND AUDITORS

As explained more fully in the Statement of Directors Responsibilities on pages 28 and 29 the Directors are responsible for the
preparation of the group financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit the
group firancial staternents in accordance with applicable lav: and Interpational Standards on Auditing (U4 and Iretand) Those

standards require us to comply with the Auditing Practices Board s (APB s) Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit invalves obtaining evidence about the amounts and disclosures in the financial statements suificient to give reasonable
assurance that the financial statements are free from material misstatement whether caused oy fraud or error This includes an
assessment of whether the accounting policies are apprepriate to the Group s circumnsiances and have been consistently applied and
adequately disclosed the reasonableness of significant accounting estimates made by the Directars eand the overall presentation of the

financial statements

OPINION ON FINANCIAL STATEMENTS

Ir our opinion the group financial statemants

* give 2 true and fair view of the state of the Group s aifairs as at 31 December 2009 and of its profit for the year then ended

* have peen property prepared in accordance with IFRSs as adopted by «he European Unien and

* have veen prepared in accordance with the reguirements of the Companies Act 2006 and Article 4 of the IAS Regulation

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion the information given in the Directors Report for the financia! year for which the financial statements are prepared 1s

consistenit with the group financial sta-ements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report in respect of the following

Under the Cempanies Act 2006 we are required to report to you if In our coinion

= certain disclosures of directors remuneration specified by law are not made or

* we have nol recewed all the m{ﬂurmalmn and explanations we require for our audit
Under the Listing Rules we are required Lo review

« hedirectors statement contained within the Directors Report in relation to going cencern and

¢ the part of the Corparate Governance Staterment relating to the company s compliance with the mne provisions of the June 2008

Combined Code specified for our review

OTHER MAJTER

We havefrdportied separalely on the parent company financial statements of CLS -oldings ple for the year ended 3 December 200%

onin the Directors Remu~ieration Report that 1s described as having been audited

Mark Goddey (Sentor Statutory'A{or)

for and onpehalf of Delastte LLP

Chartered Accountants and Statutery Auditors
Lanoen

11 March 2010




GROUP STATEMENT
OF COMPREHENSIVE INCOME

for the year ended 31 Decernber 2009

2009 2008
Notes £m £m
Continuing operations
Group revenue 4 763 8164
Costs 4 {30 3) (37 4)
460 44 2
Net rnovements on revaluation of investment properties 10 67 (103 3)
Profit on sale of investment properties 03 70
Profit on sale of corporate bonds 19 -
lmpairment of intangible fixed assets and goodwnll 12 - (220)
Loss on disposal of subsidiaries 30 - (147}
Operating profit/{loss) 4135 (503
Net [inance costs 7 (25 5) {430)
Other non-recurring costs 5 - 13
Share of profit/(loss) or associates af-er tax 14 2.5 (7 5)
Profit/(loss) before tax 18.5 (1421)
Taxatien 8 {1.1) 641
Profit/(loss) for the year 5 17 & (78 0)
Other comprehensive iIncome
Foreign exchange differences (2.9) 3672
Fair value gains/(losses) on corporate bonds and other investments 15 135 (34)
Deferred tax on fair value gains on corporate bonas 20 (32) -
Share of other comprehensive income of associates i4 04 43
Total comprehensive tncome/(loss) for the year 18 6 (40 9)
Profit/(loss) attributable to
Owners of the Company 175 (78 1)
Minority interests (D 1) 01
Profit/(loss) for the year 17.4 (78 0}
Total comprehensive income/(loss) attributable to
Owners of the Company 18.7 (410)
Minority interests {01 01
Total comprehensive income/{loss) for the year 1846 (40 9)
Earnsngs/(loss) per share from continuing operations attributable to the
owners of the Company during the year (expressed In pence per share)
Basre 9 364 (120 8)
Dilered 9 364 (120 6)

The notes on pages 40 to 75 are an integral part of thase group financial statements
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2009 2008 2007
Notes Em £m £m
Non-current assets
Investiment properties 10 813.0 7988 11753
Property plant and equipment 11 25 28 18
Intangible assets 12 11 11 195
Investments in associates 14 409 393 423
Other investments 15 739 143 84
Derwative financial instruments i& 0.1 Q4 13
Deferred tax 20 127 12 4 29
944 2 869 1 12515
Current assets
Trade and other recewvables 17 10 4 106 91
Dervative financial instruments 16 - - 13
Cash and cash equivalents 8 703 1953 1220
807 2059 132 4
Total assets 1,024.9 10750 13839
Non-current hiabilities
Deferred lax 20 (72 3) (73 4) (117 4)
Borrowings including finance leases 21 (479 3) (52¢ 1} (495 1)
(551 &) {602 3) (812 1)
Current Labilities
Trade and other payables 19 (30.1) (328) (597
Current tax {5.0) (GR)) 27
Derwvative financial instrurnents 14 (157) (22 6) (23)
Borrowings including finance leases 21 (113 5) {72 6) (3o
(164 3) (1339 (1671
Total Uabilities {715.7) (736 4) (980 8)
Net assets 3090 3386 4031
EQUITY
Capital and reserves attributable to the owners of the Company
Share capital 23 133 167 187
Strare premium account 25 705 ns 698
Other reserves 26 105 0 1004 613
Retainea earnings 1215 1522 254 4
e3 3398 404 2
Minor.ty interest {13) 12 (1)
Total equity 3090 3384 4031

The financial statements of CLS Heldings ple (reqistered number 2714781) ware approved by the Board of Directors and authorised for

issue on 11 March 2010 and were signed cn its behalf by

Mr S A Mortstedt Mr E H Kiotz
Durec!o; :rIctor

The notas on pages 40 to 75 are an integral part of “hese group bnancial staterenis

.Mﬂ&




GROUP STATEMENT OF
CHANGES IN EQUITY

tar the year ended 31 December 2009

Attributable to the
owners of the Company

Share Share Other Retained Minerity
capital premium reserves earnings Total Interast Total
Notes £m £m Em E£m £m £m £m
At 1 January 2009 167 705 100 4 152 2 3398 a2 3384
Arising in 2009
Total comprehensive income/(loss)
for the year - - 12 1758 187 (01) 18.6
Purchase of own shares 23 (34) - 34 (48 0) {48 0) - {48.0)
Expenses thereof - - - (0 2) 02) - 0.2)
Total changes arising in 2009 (3 4) - Lé (307 (29 5) (01) (29.6)
At 31 December 2009 133 705 1050 1215 3103 13) 309.0

Atnibutable (o 1he
owner s of the Lompany

Shaie Share Qther Retained Minority
capital premium roserves carnings Total Inferest Tolai
Notes £m tm Emn Em Em tin (2343
At 1 January 2008 187 698 413 254 4 4042 {(1n 4031
Arising m 2008
Total comprehensive iIncome/f{loss)
for the year - - 371 (78 1) (41 0) 01 (409)
Purchase of own shares 23 {19 - 15 (239 (23 9} - {239
Expenses thereof - - - (02 (02} - 02)
Employee share option scheme 25 - 07 - - a7 - 07
Cancellation of treasury shares 05 - 05 - - - -
Change in rinarity interest - - - - - (02) 02
Total changes arising in 2008 20 a7 391 (102 2} {64 4) 0N (64 5)
At 31 December 2008 167 705 100 & 1522 3398 (12) 3386

The notes on pages 40 to 75 are an integral part of these group hnancial statements
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200% 2008
Notes £€m Em
Cash flows from operating activities
Cash generated from cperations 27 457 499
Interest receved 48 87
Interest paid (301) (41 &)
Income tax paid 0 {0 4)
Net cash inflow from operating activities 17 4 148
Cash flows from investing activities
Purchase of investment progerty (29 2) -
Capital expenditure on investmens property (22 8) (189
Proceeds from sate of investment property 2.2 1275
Purchase of corporate bonds (70 8) (10 63
Purchase of subsidiary undertakings - 27
Proceeds from sale of corporaie bonds 249 -
Froceeds fram sale of equity investments 0.7 G3
Purchase of interesis in assactate (1.8) 09
Dividend recewved from associate undertaking 15 15
(Costs)proceeds on foreign currency Lransactions (42) 23
Amounts expended in relation to corporate disposals in prior pericds (1.0) (30)
Purchases of property plant and equipment e 032
Proceeds on disposal of joint venture net of cash sold 30 - 281
Proceeds on disposal of subsidiary undertakings net of cash sold 30 - 4972
Proceeds from sale of properly plant and equipment - 04
Net cash (outflow)/inflow from investing activities (100 &) 1730
Cash flows from financing activities
Purchase of own shares (48.2) (24 1)
New loans 697 213
tssue cosis of new loans (0 3) 23
Repayment of loans (57 4) (1229
Purchase of financial instruments ! on -
Issue of shares - a7
Non-recurring resiructuring costs - {13}
Net cash outflow from financing activities (36 3) {128 6)
Net {(decrease)/increase in cash and cash equivalents (119 5) 612
Fereign exchange (loss)gan (595 121
Cash and cash equivalents ai the beginning of the year 1953 1220
Cash and cash equivalents at the end of the year 18 70.3 1953

The notes on pages 40 to 75 are an integral part of these group hinancial statements




NOTES TO THE GROUP
FINANCIAL STATEMENTS

31 December 208%

1 GENERAL INFORMATION

CLS Holaings plec (the Company ) and its subsidiaries (together CLS Holdings orthe Groug }is an investrment property group
which 1s principatly involved in the investment, management and development of commercial preperties, and In cther investments
The Group s principal operations are carried outn the United Kingdem France Germany and Sweden

The Company s registered in the UK registration number 2714781 of registered address 86 Bondway London SW8 15F The
Company 1s listed on the | ondon Steck Exchange

2 SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies apptied in the preparation of these group financial statements are set cut below These policies
have been consistently applied to all the years presented uniess otherwise stated

21 Basis of preparation

The financial staternents have been prepared on a going concern basis as explained in the Directors Report on page 23 and
have been prepared n accerdance with International Financial Reporting Standards ( IFRSs ) as adopted by the European
Union international Financial Reporting interpretations Committee ( IFRIC ) interpretations and the provisions of the
Companies Act 2006 aoplicable to companies reporting under {FRS

New standards and interpretations

In the current year the Group has adopted standards and guidance for the first ime the following three of which have had
a material effect on the results for the year or their presentation

*  Amendments to |AS 1 - Presentalion of Financial Staternents

*  Amendments to IFRS 7 - Improving Disclosures about Financial Instruments

+ IFRS 8 - Operating Segments

In accordance with IFRS 8 the reporting of the Group s cperating divisions has been restated ta reflect the way in which
semor management momitors the Group Under IAS 1 a change of comparatives, such as that occasioned by IFRS 8 requires
a seccnd comparative balance sheet to be disclosed [n addition a Group Statement of Comprenensive Income has been
produced for the hirst ime |FRS 7 introduced additional disclesures on financial instrements

Also in the current year the Group has adopted the following standards ard guidance for the first time none of which has
had a materiat effect on the results {or the year

s Amendments to IAS 20 - Accouniing for Government Grants and Uisclosure of Gevernmenl Assistance
Amendments to 1AS 32 and 1AS 1 - Puttable Financial Instruments and Obligations Arising on L iquidation
Amendments 1o IAS 38 - Intangible assets

Amendments io IAS 39 and IFRS 7 - Reclassification of Financial Assels

Amendments to IAS 39 and IFRS 7 - Reclassification of Financial Assets - Effective Date and Transition
Amendments to IAS 40 - fnvestment Property

Amendments .0 IFRS 1 and IAS 27 ~ Cost of an investment in a Subsidary Jomntly Controlied Entily or Associate
Amendments to IFRS 2 - Vesting Conditions and Cancellations

Amendments to IFRIC 9 and 1AS 39 - Embedded Derivatives

{FRIC 12 - Service Concession Airangements

IFRIC 13 - Customer [ ayaity Programmes

IFRIC 15 - Agreements for the Construction of Real Estate

IFRIC 1& - Hedges of a Net Investment in a Foreign Operalion

At the date of authorisation ef these financial statements the following Standards and Interpretations which have not been

applied in these hinanciat statements were tnissue but not yet effective In some cases these standards and guidance have

not been endorsed by the European Union

* A5 24 (revised) - Refated Party Cisclosures effective for accounting periods starting on or after 1 January 2011

«  Amendments o [AS 27 - Consolidated and Separate | nancial Statements effective for accounting pertods starting on
or after 1 July 2609

«  Amendment to |AS 32 (October 2009} - Llasstfication of Righls Issues effective for accounting penocds starting on or after
{ February 2010

¢« Amendments tc IAS 39 - Eligible Heuged ltlems efiective for accounting periods starting on or aiter 1 July 2009

e FRS 1 {reviseq) - First-time Adoption of International Financiat Reporting Standards effectve for accounting periods
starting on or after 1 July 2009

*  Amendments to [FRS 1 - Additionat Cxemptions for Niest tme Adopters effective for acccunting periods starting on
or after 1 January 2010

*  Amendment to IFRS 1 - Linuied Exemption from Comparative IFRS /7 Disclasures for First time Adopters effective for
accounting periods starting on or after 1 July 20170

*  Amendments (o IFRS 2 - Group Cash-seltled Shdre-based Paymen! lransactions effective for accounting perioas starting
on or after 1 Januzry 2010

« IFRS % - Financial Instruments effectve or accounting peniods starting on or after 1 Jaauary 2013

+ IFRS 3 {revised) - Business Carmbinat:ons elfective for accounting periods starting on eratter 1 July 2009

= Amendmens io IFRIC 14 - Prepayments of 3 Minimum Funding Requirement effective for zccounting periods starting
an or after 1 Janvary 2011
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* IFRIC 17 - Dustributions of Non-cash Assets to Owners effective for accounting periods starting on or after 1 July 2009
* |FRIC 18 - Transfers of Assets from Cusiomers effective for transfers on or after 1 July 2009

* |FRIC 19 - Extinguishing Financial Lishitities with Fquity Instruments effective for accounting periods starting on or after
1 July 2000

These proncuncements when applied witl either result in changes to presentation and disclesure or are not expected to
have a material iimpact on :he financial statements

2 2 Business Combrnations
(1) Subsidiary undertakings

Subsidiary undertakings are those entities controllea by the Group Controlis assumed when the Group has the power
to govern the financial ana operating pelicies of an entity or pusiness to benefit from its activities Subsidaries are fully
cansolidated from the date on which controlis transferred to the Group unti the date control ceases All intra-group
transactions balances income and expenses are eliminated on consolidation

(n) Jointventures

Joint ventures are those entities over whose actiwities the Group nas joint controt, established by contractual agreement
The group financial statements include the Group s propertionate share of Incame expenses assets, liabilities and cash
flows of joint vertures

() Associates

Associates are those entities aver which the Group has significant influence bul which are not subsidiary undertakings or joint
ventures The results and assets and Liaoiliues of associates are incorporated in these financial statements using the equity
methed of accounting Investments In associates are carried in the Balance Sheet at cost as adjusted by post-acgussition
changes in the Group s share of the net assets of the associate less any impairment in thevalue of individual invastrents
When the Gioup s share of {o5es 1 an associate equals or exceeds its interest in the asseciata the Group does not 1ecognise
further losses unless it has incurred obligatiens or made payments en behalf of Lthe asscciate Unrealised gains on
transactions between the Group and its associates are eliminated to the extent of the Group s interest in the associates
Unreabised losses are also ebmina*ed uniess the ransaction provides evidence of an iImparment of the asset transferred

(v} Goodwill

Goodwll arising on consotidation represents the excess of the cast ¢f acquisition over the Group s interest in the fair
value of :dentifiable assets and baoilities of a sunsidiary joint venture or asscciate at the date of acquisibon It s imitially
recogmsed as an asset at cost and 1s subsequently measured at cost less any accumulzated impairment losses Goodwill
which Is recognised as an asset 1s revieweg for impairment at least annually

23 Forewgncurrency
(1} Foreign currency transactions

Transactions in foreign currencies are translated into sterling using the exchange rate prevailing at the date of the
transaction Monetary assets and Labilittes denominated in foreign currencies at the balance sheet date are translated
into sterling at the exchange rate ruting at that date, and differences ansing on translation are recegmised n profit
before tax unless they relate to qualifying cash flow hedges or qualifying net investment nedges

Changes in the fair value of monetary securities classified as available-for-sale and dencminated in foreign currencies
are recognised in pront before tax where the translation difference results {rom changesin the amortised cost of the
securty and are recognised In equity where it resulis from cother changes 1n the carrying amount of the security

(n) Consslidation of foreign entities

The resulls and financial pesition of all the Group entities that nave a functional currency differant fram sterling are
transiated into sterling as foliows

{a) assels and LUsbilities are translated at the closing rate st the data of the balange sheet

{b) income and expanses for each incomea statement ate translated at the zverage exchange rates (unless this average 1s
not a reasonable approximation of the cumulatve effect of the rates prevailing on the transaction dates in which case
incama and expenses are Uanslated at the dates of the transactions) and

(c) all resulting exchange differences are recogrised directly in equity In the cumulative translation reserve
g g 9 Yy Inequily

On censolidation evchange differences arising from the iranslation of the ner ivvestiment in foreign entities and of
borrowings anc ather currency insirumenis aesignated as nedges of suchimestments are taken to the cumulative
translalion reserve When a foreign operation 1s scld such exchange dilferences are recognised as part of the gain or
loss on sale in profit before tax
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

24

25

26

27

Investment properties

lavestment properties are these properties held for long-term rental yields or for capital appreciation or both Land held under
an operating lease 1s classified and accounted for as an invesiment property 'when ihe definition of investment preperty (s
met and the operating lease 15 accounted for asif it were a finance lease [nvestment properties are measured nitiatly at
cost including related transaction costs

Aftar initial recognition at cost investment properties are carried at fair value based on market valire as determined by
protessional external valuers at the balance sheet date [nvestiment properties being redeveloped for continuing use as
investment properties or for which the market has become tess active continue to be classied as investment properties
and measured at fair value Changes in fair values are recegnised in profit before tax f an investment property becomes
owner-occupied, 1t is rectassified as property plant and equipment and its {air value at the date of reclassification becomes
its cost for accaunting purposes Subsequently the owner-occupred property 1s depreciated over its useful economic lfe and
revalued at the balance sheet date

Property, plant and equipment
Property plant and equipment 1s stated at historical cost less accumulated depreciatien and any recognised smpairment loss

Land 15 not depreciated Bepreciation on preperty plant and equipment s calculated using the straight-line method to
allocate cost less estimated residual values over the estimated usefut bves as follows

Plant and equipment 4 -5years
Freeheld praperty 6 years

The gaim or loss arising on the disposal or retirement of an asset is determined as the difference between the sale proceeds
and lhe carrying amount of the assel ano s recegnised in profit before tax Freehold propertyis depreciated until December
2014 after which it 15 anticipated that it will be redeveloped

Intangible assets

Intangible asseis acquired separately are capitalised at cost and in respect of business combinations are capitalised at tair value
at the date of acquisition Intangible assets are amortised cver their estimated useful lives on a strarght tine basis as follows

Trade names 11 years
Custorer relationships 10 - 11 years
Technology 4 years
Capitalised development and other costs not amortised
Financial instruments

{1) Derivative hinancial instruments

The Group uses derwative financial wnsiruments ncluding swaps and interest rate caps to help manage its interest rate
and foreign exchange rate risk Derwatwve frnanciat instruments are recorded and subsequently revalued at far value
Revaluation gains and losses are recognised in profit before tax except for derivatives which qualbfy as effective cash
flow hedges, the gains and losses relating to which are recognised directly in equity

(1) Available-for-sale investments

Available-for-sale investments are imlially measured at cost anc are subsequently revalued to fair value Revalustion gains
and losses are recogrises directly in equity except for impairment losses and foreign excharge gains and losses on monetary
assets On disposat the cumulative gain or loss previously recogrised in equity 1s 1ecycted through protit befera tax

() Cash and cash equivalents
Cash ard cash equivalenis comprise cash on hand demand deposits and other short-term highly iquio investments
which are readily convertible to a known amount of cash and are subject to an instgnificant nisk of changes in value

(tv} Trade and other receivables and payables

Trade and other recewvacies are recognised initially at fair value Animpairment provision is created where tnere s
objectve evidence that the Group will not be aole to collect the recewvable in full Trade and other payables are stateu at
cost which equates to fair value

(v) Borrowings

Borrowings are recogrised inially at fair value less atiributable transaction costs Subsequently borrowings are stated
at amortised cost with any dilierence bewrean the amountinitially recogmised and the redemplion value being
recogmsed in profit before tax over ' he pericd of the borrowings using the effective interest rale method
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28 Revenue

{1) Rental income

Rental revenue from operating leases is recognised on a straight-line basis over the lease term When the Group
provides tncentives to Its custorners the cost of incentives are recogrised cver the lease term on a straight-line basis
as a reduction of rental revenue

{n) Service charge income
Service and management charge revenue |15 recognised on a g1oss basis in the accounting period in which the services
are renderea Where the Group 1s acting as an agent the commission rzther than gross revenue 1s recorded as revenue

(i) Other property-related income

Revenue from the sale of goods and services s booked when the revenue can be caleulated reliably and the risks and
benefits have been transferred to the buyer Revenues are booked net of deductions for VAT and discounts

29 Profnt onsale of iInvestment properties

Protits on sale of investrnent properties are recogrused when the rnisks and rewards of ownership have been ransferred to
the buyer, typically on uncenditional exchange of contracts or when legal title passes

2 10 Income tax

Current tax 1s based on taxable profit for the year and 1s calculated using tax rates that have peen enacted or substantively
enacted by Lthe balance sheet date

Deferred tax 1s provided using the balance sheet Liabilly method on temporary d:iferences between the carrying value of
assets and labilibes for financial reporting purpoeses and the values used for tax purposes Temporary differences are not
previded for when they arise from imtial recognition of goodwill or frem the initial recognition of assets and labilites in a
transaction that does not affect accounting or taxable profit

The amount of deferred tax provided 1s based on the expected manner of realisation or settlement of the carrying amount of
assets and Liabiliias, and is calculated using rates that are expected to appty in the period when the liability 1s settled or the
assetis realised in the tax junisdiction in which the temporary differences anse Deferred tax s charged or credited in
arriving at profit after tax except when it relates to items recognised directly in equity, in which case the deferred tax 1s also
recognised in equity

Deferred tax assets are recognised only to the extent that it 1s probable tnat future taxable profits will be available against
which the assets can be used The deferred tax assets and habtlities are only ofiset if they relate te income taxes levied by the
same taxation authority there 15 a legally enforceable right of set-off and the Group intends teo settle its current tax assets
and Liabilities on a net basis

2 11 Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and benefits of
ownership to the lessee All other {eases are classified as operating leases Certain operating leases for land that is
classified and accounted for as investment property pursuant to [AS 40 - Investment Properties are accounted for as if they
were finance leases

{1) A Group company Is the lessee

(a) Rentals payable under operating leases are charged to the Statement of Comprehensive Incomne on & straight-line
basis over the term of the lease Benefits receved and recevable as an incentive to enter Into an operating lease are
alse spread on a straight-line basis over the term of the lease

(b) Assets held under finance leases are recognised as assets al the tease commencement date at the lower of the fair
value of the (eased asset and the present value of the murumum lease payments The corresponding Liability to the
lessor 1s included n rhe Balance Shzet as a finance lease odhigation Each lease payment is allocated betweer
finance charges and reduction of the lease obligation so as to achieve 3 constant rawe of inierest on the rematning
balance of the biability Finance charges are charged diraclly against income

{1) A Group company is the lessor

(a) Rental income from operating leases is recagnised on a straight-line basis over tneterm of the lease Imual direct
costs incurred in negotiating and arranging an operating lease are added to tne carrying amount of the leased asset
and recagnised on a straight-line basis over the lease lerm

(b) Amounts due fiom lessees under finance leases are recorded as recevables at the amount of the Group s net
mves'mentin Lhe leases Finance lease income s atlocaled o accouniung periods so as to reflacl 3 constant
penadic raturn on the Group s netinvestment outstanding nréspec, of the leases
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2 SIGNIFICANT ACCOUNTING POLICIES (CONTHNUED)
2 12 Employee benefits
Pension abligations

The Group operates varwous defined contribution plans The Group pays contributions to pubkicly or privately administerad
pension insurance plans on a mandatory contractual or voluntary basis The Group has no further payment ebligations once
the contribulions have been paid A contribution s recognised as an employee benefit expense when 1t 1s due A prepaid
contribution s recogrised as an asset to the extent that a cash refund or a reduction in future payments 1s avadable

3 CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group 5 accounting policies wnich are described in note 2 the Directors are required to make judgements
estimates and assumptions about the carrying amounts of assets and babiities that are not readily apparent from other sources
The estimates and associaiec assumptions are based on historical experience and other factors trat are considered to be relevant
Actual results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis Changes to accounting estimates are recegrised in
the period in which the estimate 1s revised if the revision affects only that periad or in the period ai the revision and future periods
if the revision affects both current and future periods

The fcllowing are the critical estimates and judgements Lhat the Directors have made in the process of appiying the Group s
accounting policies and that have the most significant effect on the amounts recognised in the financial statements

(¢) Fair value of investment properties

The best evidence of fair value 1s current prices in an active market for similar lease and other contracts in the absence of
such information the Group determines the amount within a range of reasonable fair value estimates In making its
judgement the Group considers information from a variety of saurces including

{a) current prices in an active market for prooerues of a different nature condition or location {or subject to different lease
or other contracts) adjusted to reflect those differences

(b) recent prices of similar properties in less active markets with adjustments to reflect any changes in ecanomic
conditions sance the date of the transactions that occurred at those prices and

(c} discounted cash flow projections based on retiable estimates of future cash flows derwed fram the terms of any existing '
lease and other contracts and (whete possible) from external evidence such as current market rents for simitar
properties in the same location and condition and using discount rates that reilect current market assessments of the
uncertainty in the amount and timeng of the cash flows

(u) Income Taxes

The Group s subject to income taxes in different junisdictions and estimation s required 1o determine the woridwide
provision for incomie taxes There are some transactions and calculations for which the ultimate tax determination 1s
uncertain Where the final tax outcome of these matters is difterent from the amounts that were :nitizlly recerded such
differences will impact the income tax and deferred tax provisions in the period in which determination i1s made

(ui) Impairment of goodwiil and other intangible assets

When assessing possible impairment of goodwill and cther intangible assets the Group is required lo make an assessment of
recoverable amounts Recoverable amount 15 calculated 2s the higher of fair value less costs to sell and value in use In
making these assessments assumptions are required 10 be made based upon informaiton availzole at the time

{1v) Deferred tax

The method of calculation of deferred tax in relation to UX properties assumes that indexalion allowsnce will be available
as it1s assumed that the Group wll recover the carrying amount of its investment properties through use followed by an
eventual sale
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The Group has two operating dwisions — Inves ment Property and Other lnvestments Other Investments comprise corporate bonds
shares in Catena AB Bulgarian Land Development Plc and Wyatt Media Group AB and other small corporate investments The
Group manages the Investment Property division an a geographical basis due to its size and gecgraphical diversity Cansequently

the Group s principal operating segments are
Investment Properiy - United Kingdom
France
Germany
Sweden
Cther Invesuments

There are no transactions between the operating segments

The Group s results for the year ended 31 Decembar 2009 by operating segment were as follows

Investment property

United Other

Kingdom France Germany Sweden  Investments Total

Em £m £m £m Em Em

Rental income 250 159 148 49 - 60 6
Service charge income 47 42 17 03 - 109
Other property-related income N4 03 03 - - 10
Income frem non-property aclivities - - - - 38 38
Group revenue 301 20 4 16.8 52 kE:] 76 3
Service charges and similar expenses (63) (4 5) (28) 12) - (14 8)
Administs ation expenses (26) {(19) an (05) 3n (94
Other expenses (10) ©7n 02 (02) 02) (33)
Costs N ()] E1N a9 (39 (27.5)
Group revenue less costs 202 137 117 33 on 48 8
Net movements on revaluation of investment properties 241 (15 9) (139 (14} - 67
Profit on sale of investmen. properties 03 - - - - 03
Profit on sale of corporate bonds - - - - 19 [
Segment operating profit/{loss) 44 b {(22) (18) 19 18 44.3
Net finance costs 60N (70 (7 4) (1 &) (34) (255)
Share of piofit of associates after tax - - - - 25 25
Segment profit/(loss) before tax 385 (?2) (?2) 0.3 0.9 213
Taxation (40 ié 02 D6 D5 an
Segment profit/(loss) after tax 345 (746) (¢ 41)] 0% 1.4 202
Central administration cosis (28}
Profit for the year 17 4
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4  SEGMENT INFORMATION (CONTINUED)

On the adoption of IFRS 8 - Uperating Segrrients in 2009, certain items in 2008 and 2007 have been reclassified Previously other
investrents were shown within their respective geographical segment central adminisiration costs and non-recurring costs were
included within the UK segment and the deferrea tax charge was not allocated by segment In 2008 results irom associates (loss
of £7 & million) were shown within the Sweden segment and are now shown within the Other Investments segment Available-for-
sale (nvestments of £11 0 million were shown in the assets of the UK segment and investments in assaciaies of £39 3 mithan were
shown In the Sweden segment both are now shown within other investments

The Group s results for the year ended 31 December 2008 by operating segment, restated as explained above and in note 2 were

as follows
Investrment property
tnsted Other
Kingdom France Cermany Sweden  Inveslmenls Tolal
tm ten Em Em £m t.m
Rental income 262 1946 123 50 - 831
Service charge income 54 34 22 03 - 113
Other property-related income 09 11 - 13 - 33
Income from non-property activities - - - - 39 39
Group revenue 325 241 145 656 39 B81é
Service charges and similar expenses 57) @an (23 (14) - (3N
Administration expenses 16 (20) (18) (+3) {65} (132)
Other expenses (14) (08 (12 - (4 6) (82)
Costs (89) (6 5) (53) {(2.7) (11 1) (34 5)
Group revenue less cosis 234 17 6 g2 39 {7 2) 471
Net movernents on revaluation of investment properties (5% 4) (17 8) {19 93} {62) - {103 3)
Profit/(loss) on sale of investment properties béb (02) 06 - - 70
lipairment of intangible fixed assets and goodwill - - - - (220) (220)
Loss an disposal of subsidiaries - (15 9} - (03) - (14 2)
Segment operating loss (29 2) (16 3} (10 1) (2 &) (29 2) (87 4)
Net finance costs 257 70 88) (14) 19 (43 0)
Share of loss ¢f associates after tax - - - - (79) (75
Segment loss before tax (54 9) (25 3) (189) 40 (34 8) (137 %)
Taxation 255 344 14 21 05 641
Segment (lass)/profit after tax (29 &) 21 (17 3) (19 (34 3) {73 8)
Central administration costs (29)
Non-recurring costs (13
Loss for the year (78.0)
Other segment information
Assets Liabilitieg Capital expenditure
2009 2008 2007 200% 2008 2007 2009 2008 2007
1estated testaled e slated testated teslated riustated
£m Em Em £m £m fm £m £m £m
Investment Property
United Kingdom 3702 4289 5255 2820 ans 4823 13 27 208
France 2461 3075 3765 187 & 1935 2952 34 12 55
Germany 2000 2101 1775 1588 152 4 1230 178 il 26 2
Sweden 28 4 701 s 307 528 L4 6 22 24 65
Otner investments 1500 58 4 1329 56 8 262 357 - -
1,024 9 10750 1583¢ 7159 7364 9808 527 174 530

Included within the assets of other investmaents are imvestmen s in assaciates of £40 ¢ million (ZG08 £37 2 rutlen 2007 £42 S million)
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PROFIT/(LOSS) FOR THE YEAR
Profit/(loss) for the year has been arrived at after charging
200% £L008
£m £
Auditors remuneration
Fees payable to the Company s auditors for the audit of the parent Company and group accounts 02 01
Fees payable to the Company s auditors for other services to the Group
The audit of the Company s subsidraries pursuant to legistation 01 01
Corporate finance services” - 02
Depreciation and amerusation 0.5 14
Loss on disposal of praperty plant and equipment - 02
Permanent diminution in value of available-for-sale equity investments - 30
Employea benehts expense (note 6} &7 79
Professicnal fees and ather non-recurring costs of investigating a potenbial restructuring of the Group®* - 13
* In J0UB tee. payable to the Lompany » auditors for cot porate inance services ot £E0 2 mullion are aleo indluded within nonerecurnng costs of £1 3 million
EMPLOYEE BENEFITS EXPENSE
2009 2008
£m fm
Wages and salaries 53 55
Social secunty costs os 12
Pension costs - defined contribution plans 02 04
Otner employee-related expenses 04 08
67 79

The Directors are considered to be key management cf the Group

[nformation on Directors emoluments share options and interests in the Company s shares 1s given in the Directors
Remuneration Report on pages 30 to 33

No amounts were charged to the Statement of Comprehensive Income in relation to share-based payments (2008 E£nil}

The monthly average number of employees of the Group 1n continuing operations including Executive Directors was as follows

2009 2008
Other Qther
Property operations Total Property cperations Total
number number number number number number
Male 20 20 40 22 39 41
Female 29 8 37 30 19 45
49 28 77 52 54 104
NET FINANCE COSTS
200% 2008
£m Em
Interest expense
Bank loans 227 333
[ebenture loans 47 47
Other interest 03 09
Amorusation of 1ssue costs of loans 08 37
Foreign exchange vanances 97 (119
Movernent i fair value of dervative financial instrumenis
Interest rate swaps transactions not qualifying as hedges “n 199
Interest rate caps collars and floors transactions not qualifying as hedges 04 11
Interest income {6 4) 87n

255 430
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8  TAXATION
2009 2008
£m £m
Current tax 21 36
Deferred tax (note 20) (1 0) (677
11 (64 1)

A deferred tax charge of £3 2 million (2008 £rul) was recognised directly in equity (note 20)

The charge for the year differs from the thearetical amaunt which would arise using the weighted average tax rate anplicable to
orofits of Group companies as fallows

2009 2008

£m Cm

Profit/{loss) before tax 185 (142 1)
Tax calculated at domestic tax rates applicable to profits in the respective countries 49 (40 8)
Expenses not deductible for tax purpeses 05 103
Tax effect of unrecognised losses m associates and joint ventures (07) 20
Freviously unrecognised tax losses and other deferred tax adjustments (3.8) (30}
Different taxation treatment of disposals (0.1) (322)
Delerred 1ax assets not recognisea 29 D4
Adjustment in respect of prior perieds (28) (08)
Tax expense/(credit) for the year 11 (64 1)

The weighted average applicable tax rate of 26 3 per cent (2008 28 7 per cent) was derived by applying to thesr relevant profits and
‘osses the rates in the Junisdictions in which the Group operated

9  EARNINGS PER SHARE

Management has chosen to disclose adjusted earnings per share from continuing operaliens in order to previde an indication of the
Group s undertying busmess performance Adjusted eaimings per share excludes the effect of revaluztions of irvestrent properues
and deferred tax

2009 2008

€m £m

Profit/(loss) for the year attributable to the owners of the Company 175 (78 1}
Deferred tax (1.0) (67 7}
iNet movernent on revaluation of investment preperties 6.7 1033
Adjusted profitf(lass) for the year attributable *¢ the owners of the Company 232 (42 5)
2009 2008

number number

Weighted average number of ordinary shares 48,249,810 64 783 048
2009 2008

pence pence

Basic and dilutea earnings/{loss) per share frem continuing operalsons 364 (120 &)
Adjusted earmings/(loss) per share froin continuing opeiadons 48 2 (65 6)

In 2009 there were no instruments in 1ssue which could have changed the weighted average number of shares In 2008 there were
share ¢otions in ssue for vart of the year the effect of which had they been issued from the start of the year would have been
accretive to earnings per share Had these been issued from the start of 2008 the weighted average number of shares that year
would have increased by 110 877 snarss
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INYESTMENT PROPERTIES

2009 2008 2007
£m Em £m
At 1 January 798 8 11753 1143 4
Acquisitions %2 - 290
Capital expenditure 234 172 2372
Transfer to property plant and eguipment (note 11) - (23) -
Disposals -~ property sales a9 (120 5) -
Disposats - corporate sales (note 303 - {285 3) -
Met mavements on revaluatien of investment properties &7) {103 3} (68 1)
Rent-free period debtor adjustments 15 (1o 08
Exchange rate vanances (313 1187 470
At 31 December 8130 798 8 11753

The investment properties (and the owner-occupied property detailed 1n note 11) were revalued at 31 December 2009 to their fair
value Valuations wete based on current prices in an active market tar all properties The propertyvaluations were carried out by
external professionally qualified valuers as follows

UK 2009 Lambert Smith Harnplon
UK 2007 and 2008 Alisop & Co
France DTZ Debenham Tie Leung
Germany DTZ Debenham Tie Leung
Sweden CB Richard Ells

Investment properties included leasehold buiidings of which the carrying amount was £18 1 rmiliion {2008 £20 8 mullion 2007
£113 3 multion)

Whnere the Group leases aut its snvestment property under operaling leases the duratien is typically 3 years or more No contingent
rents have been recognised 1n the current or comparative years

Substantially all investment preoerties (and the owner-occupied property detailed in note 11) are secured against debt

In the latter half of 2008 the econcmic climate and lower transactional votumaes (1 the real estate markets in which the Group
was active meant tha. the valuers had to refer to greater use of professional judgement in arriving at the year end valuations at
3t December 2008 The Directors are satisfied that mairket conditions white stilk remaining challenging had reiurned to a more
normal level of transactional acimity by 31 December 2009 The Directars are satisfied that the external valuations supplied are
appropnate to acopt for the 2009 financial statements without agjustment

PROPERTY, PLANT AND EGQUIPMENT

2009 2008 2007
Em Em £m
Cost or valuation
At T January &é 67 65
Transfer from investment property (note 10) - 23 -
Additions 01 02 08
Disposals - (26) (0 6}
Revaluation increase/(decrease) 01 (03 -
Exchange rate variances - 03 _
At 31 December 68 66 &7
Accumulated depreciation and impairment
At 1 January {(38) (49 {4 9)
Deprecizlion charge (0 5) ()] {10)
Disncsals - 22 06
Exchange rate variances - (02) -
At 31 December {4 3) (38} 47N
Net book vatue
At 31 December 25 28 18

Owner-accupied property was revalued at 31 December 2009 hased an the external valuation performed bv Lambert Smitn
Hampten (in prior years Allsop & Ce ) as detaited in note 10
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12 INTANGIBLE ASSETS

Othar
Geodwill intangibles Total
fm £m Em
Cost
At 1 January 2007 and at 31 December 2009 186 72 258
Amortisation
At 1 January 2009 and at 31 December 2009 {17 5) (72) (247)
Net book value
At 31 December 2009 11 - 11
Other
Goodwall Intangibtes Total
£m £m £m
Caost
At 1 January 2008 152 65 217
Additions 36 02 38
Disposals {16) - {16)
Exchange rate vanations 14 05 19
At 31 December 2008 186 72 258
Amortisation
At 1 January 2008 - 22 22)
Amortisation - (05) {0 5)
Impairmeant 75 (4 5) (22 0)
At 31 December 2008 (17 5) (72) (247}
Ne. book value
At 31 December 2008 11 - 11
Other
Goodwilt inrtangibles Tolal
£ Em £m
Cost
At 1 January 2007 129 63 192
Addrions 18 - 18
Exchange rate vanations 05 02 97
At 31 December 2007 152 65 217
Amortisation
At t January 2007 - (04 (0 4)
Amorusation - (18) (18)
At 31 December 2007 - 22 (22)

Net book value
AL 31 December 2007 152 43 198
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Goodwill

Goodwill comprised £0 8 million {2008 £0 8 mition 2007 €2 4 million) on the acquisition of a French property portfolo rn 2004 and
£0 3 million (2008 £0 3 mitlien, 2007 £0 3 millien) on a German property acquisilion in 2005 Alt ather gasdwill and sntangible
assels related to Wyatt Med:ia Group AB and were fully written down in 2008

In Qctober 2007 the Group purchased a calt option for the remaining 60% shareholding in Bilddagboken AB for £1 2 millon The
opticn was exercised on 22 January 2008 for £2 2 milion When exercised goodwill of £3 3 miilion was recognised

tn February and April 2008 the Group acquired a further 25 1% of the share capital of Internetami AB (Tyda} taking the Group s
total shareholding to 82 3% On acquisition, goodwill of £0 2 milhion was recognised

In October 2008 the Group acquired the rernaining 47% of the share caprtal of Xtraworks AB On acquisiion goodwill of £0 1 million
was recognised

Other intangibles

Otner intangibles (relating (o trade names technclogy customer relationships capitalised development and other casis) relate to
Wyaut Media Group AB and were fully written down durig 2008 as described above

2009 Impairment review

Goodwill was reviawed for impairment at 31 December 200% using the key assumptions set out below No mpairment was
required

Key assumptions

Unamortised goodwill at 31 December 2009 related to contingent deferred tax anising on acquisitions of corporate entities for
which an equal deferred tax bability was recognised in the Balance Sheet

2008 impairment review

The impairment tosses recognised ini the Statement of Comprehensive Income 1n 2608 in respect of goodwill and intangible assets
related exclusively io Wyatt Madia Group AB During the year ended 31 December 2008, Lhe goadwill and intangibla assels in
respect of the Group s anline media operations were impaired by £17 5 mitlion and £4 5 million rescectively This was due to
market competition primarily in the socsal networking envirenment and increased obsolescence of existing coding and seftware
causing a significant pre-tax risk adjustment At 31 December 2008 the net book value of goodwill and intangibte assets relating to
Wyatt Media Group AB was £nil

Key assumptions

The key assumptions used in reviewing for impairment at 31 December 2008 the goedwill and intang:bles of Wyatt Media Group AB
were as follows

» Budgeied earnings before interest, tax depreciation and amortisation (EBITDA) - budgeted EBITDA was based on an “income
per user measure derived from existing income streams and new product launches Projected user volumes using web
services were derived from past experience of the business

* Long-term growth rates - growth rates of between 2-3 per cent were used which approximated to the neminal GDP rates in
the countries in which the business operated

»  Pre-tax adjusted discount rate - the discount rate was derwved from 5 risk-free rate adjusted to reflect specific risk premiums
n relation to the systemic risk of 33 par cent and a risk adjustment ( bela } applied to refiect ihe risk of the operating entity
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13 JOINT YENTURES

At 31 December 2009 the Group had a one-third Interest (2008 one-third 2007 one-tnird ) in the issued ordinary share capital of

Fielden House Investments Limiled a company incorporated in England and Wales

The principal actmty of Fielden House Investrnents Lirnited 1s investment in and managernent and development of commercial

property

The following amounis represen the Group s share of the assets and Liabilities, and income and expenditure of Fielden House
Investments Limited which are included n the Balance Sheet and Statement of Comprehensive Income of the Group

2009 2008 2007
£m £m Em
Assets
Non-current assets 18 23 29
Current assets 02 - 01
290 23 30
Liabilities
Non-current babilities (2 5) 125) (25)
Current Liabilities (02) - on
27 {(25) (2 6)
Net (babilittes)/assets ()] 02 04
Income 02 02 02
Expenses (0 2) 08 {02
Loss after income tax - (0 &) -

In 2007 the Group had interests in two other Jjoint ventures Teighmore Lirnited and New London Bridge House Limited of which the

Group also owned cne-third of the tssued ordinary share capital

New London

feighmore  Bridge House Totat
2007 £m £m £m
Assets
Non-current assets 80 4 298 1102
Current assets 22 03 25
824 301 1127
Liabilities
Current Labilities 6% 1) (13 6) (82 7)
Net assets 135 165 300
Income 07 11 18
Expenses (6 0) (14} (74
Loss after income tax (53) 03 (5 6)

The Group s interests 1n Now London Bridge House Limited and Terghmore Limited were disposed of during 2008 as described in

note 30 There wera no contingent Labilities on sale
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INVESTMENTS IN ASSOCIATES
Net assets Goodwill Total
Em £m Em
At 1 January 2009 346 47 39.3
Additions 17 01 18
Share of praofit of associates after tax* 25 - 2.5
Other equity movements* 04 - 04
Dividends received (15) - (15)
Exchange rate differences (16) - (1 &)
At 31 December 2009 361 L8 409
Net assels Goodwll Tatal
Em £m m
At 3 January 2008 39 104 423
Additions 08 01 09
Reclassification 13 (13 -
Share of loss of associates after tax! (22) (53} (79)
Otner equity movements™ 43 - 43
Ciwvidends receved {15) - (15)
Exchange rate differences - 08 08
At 31 December 2008 346 47 393
Net assels Goodwill Total
fm Em fm
At 1 January 2007 - - -
Transfer from other investments 472 - 42
Additions 248 104 392
Share of profit of associates after tax! 05 - 05
Other eguity movements® 03 - 03
Exchange rate differences 21 - 21
At 31 December 2007 e 104 423

t Consists of chare ol associates loss of £03 milkion (2008 loss of £4 3 milen 2007 preht of £0 5 milbien) and tne realisation ot £2 8 million
(2008 £2 1 million 2007 £nil) of negative goodwill on acquistion The write down of goodwell of £5 3 milbon in 2008 s explained on page 55

* Primarily foregn exchinge movements of the acsociate undertakings

£1 3 mittion was reclassified to net assets from goodwill in 2008 to reflect a revision to the eriginal acquisition calculation n 2007
which had been based on preliminary results and was updated in 2008 to reflect pubtished data

During 2008 Bulgaran Land Development Plc restated its 2007 accounts The share of loss in 2008 drsclosed above includes
£0 5 rmillion relating to 2007 and other equity movements in 2008 include a further £0 5 million alse relating to 2007
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INVESTMENTS IN ASSOCIATES (CONTINUED)

The Group s interests in its principal associates were as follews |
Interest held

Proll / in ordinary

Country of Assets Liabilities Revenues {loss} share capital

At 31 Decemnber 2009 Incorporation £m £m £€m £m %

Catena AB Sweden 46 4 (43 8) 51 3.0 298

Bulgarian Land Development Ple Isle of Man 274 (13 9) 21 {3.3) 477

Flavour of the Manth AB Sweden - - - - 400
38 (577 72 {0 3)

Interest held
Pralitf n ordinary

Country of Asgets Liablities Hevenues {loss) chate capital |
At 31 Decernber 2008 INCorporation £m £m tm £m % |
Catena AB Sweden 614 {40 9) 46 (32) 29 %
Bulganan Land Development Plc Isle of Man 238 ()] 23 (rn 358
Flavour of tne Month AB Sweden - - - - 400
857 {50 &) 69 (43

Interest heltd
Prohit / inordinary

Country of Assets Licbilities Hevenues {loss)  share capital
At 31 December 2007 INCOTPEFaLIen £m im Lm tm %
Catena AB Sweden 578 {34 9) 07 06 291
Bulgarwan Land Development Ple Isle of Man 172 82 - on 287
7540 {43 1) a7 05
Catena AB

In May 2007 the Group acquired a 27 6 per cent stake in Catena AB a Usted Swedish property company increasing this to 29 1 per
cent on 3 Juty 2007 for an aggregate sum of £28 0 million A turther 0 7 per cent was acquired during 2009 at a cost of E0 & million
Henry Klotz Chief Executive Officer of the Company was appointed Chairman of Catena in 2007

The quoted market value of the Group s investment In the shares of Catena AB at year end was £26 1 mullion (2008 £17 6 million
2007 €28 0 million)

Bulganan Land Devetopment Plc

Buring 2006 the Group acquired 4 250 000 shares (10 § per cent) of Bulgarian Lang Cevelopment Plc (BLD) a company listed on
the Aliernative Investment Market of the London Stock Exchange at a cost of £4 2 millon BLD develops residenual and
commercial properties in Bulgana

In 2007 & further 7 211 787 shares were acquired by the Group at a cost of £7 2 mutlion taking the total shareholding to 28 7 per cent

in 2008 a further 2 859 500 shares were acquired by the Group at a cost of £0 8 mitlion to take the totat shareholding to 35 8 per
cent This created negative goodwill of £2 1 mitlion which was included in the Group s prohit before tax in 2008

In 2009 the Group increased s holding by 4 763 491 shares at a cost of £1 2 million taking the total shareholding te 47 7 per cent
This created negative goodwill of £2 8 mullion which was sncluded in the Group s prefit beicre tax n 2009

The market value of the Group s investment in the shares of BLD at the year end was £3 8 mullen (2008 £4 & mithon, 2007 €9 1
milbion}
Flavour of the Month AB

In 2008 the Group acquired a L0 per cent interest in a blog resourcing websi e provider Flavour of the Manth AB fer £0 1 million




CLS Holdings plc

Annual Regort & Accounts

Report of the Directors
Property Portfolio

Governance
Accounts
54/55
Impairment
200%

In assessing the carrying value of Catena AB the Group considered that the balance sheet of Catena AR at 31 December 2009 was
slated st fair value except for certain deferred tax biabilities It was management s assessment that the realisation of Catenas
oroperty assets would cccur through corporate disposals and therefore latent deferred tax Labiliies were unlikely to crystallise
As the Group 5 share of the net assets of Catena AB exciuding deferred tax babilines exceeded the carrying value of the Group s
interest there was no further impairment of the Group s interest n Catena AB al 31 December 2009

BLD s carried in the Balance Sheet at a vatue equal to the Group s share of its net assels BEL.D s net assets were reviewed and
found not to be impaired at 31 December 2009 Accordingly there was no further provision against the carrying value of the Group s
interest in BLD at 31 December 2009

2008

Given the economic instabslity in late 2008 and the Lkelihood of a stowdown 1n global growth the Group considered that this
represented a potential indication of iImpairment in relation to 1ts associate investents Consequently the Group tested the
recoverability of its associate investments by comparing the carrying amount of the associate investment at the balance sheat date
tg its recovarable amount This resulted in a write down of £5 3 mitlion of goodwill

In assessing the carrying value of Catena AB the Group considered that the balance sheet of Catena AR at 31 December 2008 was
stated at fair value except for certain deferred tax liabilities It was management s assessment that the realisation of Catena s
oroperty assets would occur through corporate dispesals and therefore latent deferred tax Liabilities were unlikely to crystatlise
Taking this into account the write down 1n refation to Catena was £3 9 million 1n 2008 representing the excess of carrying vatue
over fair value

in assessing the carrying value of BLD thers was significan. uncertainty over the timing and level of future cash flows which
crystalhised a write dawn of goedwiil of €1 4 rrullion i 2008 A review of LD s underlying assets was undertaken and found nat to
be impaired 3L 31 Decernber 2008 On this basis the Directors considered the Group s share of net assets approximatad to
~ecoverable value

9
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15 OTHER INVESTMENTS

200% 2008 2007
£m Em £m
Available-for-sale financial investments carried at fair value

Listed corporate bonds UK 171 12 -
Eurczone 40.0 83 -
QOther 129 12 -
Listed equity securities UK 04 03 17
Sweden 25 23 50
Other 01 01 -
Unlisted investmants UK - G1 -
Sweden 08 06 -
Government securities UK 01 02 01
739 143 68

Investments designated as at fair value through the prafit or loss
lListed equity secunities UK - - 08
Other - - 03
Unlisted investments Sweden - - 05
- - 16
739 143 84

Wnen investments are managed and their performance s evaluated an a fair value basis they are designated upon imitial
recognition as at fair value through the profit orloss  All cther equily investments are designated as  avallable-lor-sale

The movement of other investmenis 15 analysed below

2009 2008 2007

£m £m fm

At 1 January 143 B4 162
Additions 70 7 106 72
Disposals (23 4) {03) (1359)
Fair value movements recogriised in reserves on available-for-sale assets 135 (3 4} 17
Fair value movements 1ecagnised n profit before tax on available-for-sale assets - (30} (0 3)
Transiers to investments in associates - - (42)
Exchange rate variations (12) 20 13
At 31 December 739 143 8ua

The table below gives an analysis of the valuation methods used to measure the fair value of the other investments grouped into
Levels 1 10 3 based on the degree to which the fair value 1s observable

2009 2608 2007

Em fm fm

Level t - quoted unadjusied market prices 33 29 79
Level 2 - valuation from ohservable market data 700 107 -
Level 3 - ather valuation methods” 0.6 a7 05
739 i43 B4

t Includes £5 | midlion (2008 £4 9 msilion 2007 Loul) of corporate bonds priced directly from markat makers «n those bends
* Unlisted equity shares valued using multiples from comparable listed organisations
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DERIVATIVE FINANCIAL INSTRUMENTS
2009 2009 2008 008 2007 2007
Assels Liabtlities Assets Liabilties Assets Liatilities
Em £m m £m Cm Em
Non-current
Interest rate swaps - - - - 01 -
Interest rate caps and floors o1 - 04 - 12 -
ot - 04 - 13 -
Current
Interest rate swaps - (157 - (22 4) - (23)
Forward foereign exchange contiacts - - - 02 - -
Call ophion on subsidiary underiaking - - - - i3 -
- (157 - {22 6) 13 (23)
o1 (15.7) 04 (22 &) 26 (23)

The valuation methods used to measure the fair value of all derwative fiinancial instruments were grouped into Level 2 being
derivec from inputs which were either observable as prices er derived from prices

There were no dervative financial instruments accounted for as hedging instruments

Interest rate swaps

The aggregate notianal principal of the outstanding interest rate swap contracts at 31 December 2009 was £136 7 million {2008
£296 8 millign 2007 £195 7 mullion) The average period to matunity of the interest rate swaps was 3 9 years (2008 Z 1years
2007 3 8 years)

The main interest rate swap matures payable during 2026 During the period to maturity there 1s a single date in 2012 on which the
swap can be cancelled by the counterparty and setiled at fair value The fair vatue of this swap at 31 December 2009 was a Lability
of £9 9 million (2008 €15 0 msllien 2007 £0 8 million}

Forward foreign exchange contracts

The Group uses ferward foreign exchange contracts from time to time to add certamty to and to minimise the impact of foreign
exchange movernents on cemmtted cash flows At 31 December 2009 the Group had £5 4 mithon of cutstanding net foreign
exchange contracts (2008 £23 4 mitlion 2007 £35 0 million}

TRADE AND OTHER RECEIVABLES

2009 2008 2007
Em tm £m

Current
Trade recevables 28 37 29
Prepayments 08 07 13
Accrued income 2.2 03 04
Cther debtors 4.6 59 45
104 106 g1

There 1s no concentration of credit nsk with respect to trade recevables as tne Group has a large number ot tenants spread across
the countries in which it operates

There were no materjal trade and oiher receivables ctassified as past due but not impared No trade and other recevables are
interest-bearing

>
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18 CASH AND CASH EQUIVALENTS

007 2008 2007

Em Em £m

Cash st bank and in hand 470 64 9 427
Shori-term bank deposits 233 130 4 793
703 1953 1220

At 31 December 2609 Group cash at bank and in hand included £13 8 million (2008 £11 0 mullion 2007 £21 4 m:llion) of cash
deposits which were restricted by a thurd-party charge

Cash and short-term degosits are invested at floating rates of interest based on relevant national LIBIC and base rates or
equivalents in the UK France Germanyand Sweden

The cash and casn equivalents currency prolile 1s as follows
Cash at bank Short-term

and in hand deposits Tatal

Al 31 December 2009 fm £m £m
Sterling 88 22.0 405
Eure 245 13 258
Swedish Krona 40 - 40
470 23.3 70.3

Cash at bank Shaort-terrn

and in hand deposits Toal

At 31 December 2008 fm £m £m
Sterting 124 750 874
Euro 563 497 1000
Swedish Krona 22 57 79
64 9 130 4 1953

Cash at hank Short-term

and in hand depeuils Total

At 31 December 2007 fm £m fm
Sterling 06 647 853
Euro 185 45 230
Swedish Krona 36 101 137
427 793 12240

19 TRADE AND OTHER PAYABLES

200% 2008 2007
£m Fm fm

Current
Trade payables 19 25 58
Social secunty and other taxes 18 11 21
Other payables 5S4 47 61
Accruals 121 166 369
Deferred income g9 79 88

301 328 597
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20 DEFERRED TAX
2009 2008 2007
£m Em Em
Deferred tax assets
- after more than 12 months azn (12 4) {29
Deferred tax Liabilities
- after more than 12 months 723 734 174
52 6 410 11458
The movernent 1n deferred tax 1s as foilows
2009 2008 2007
Em fm Em
At 1 January 510 1145 150 3
Credited to the tax charge in the Statement of Comprehensive ncome (1.0) 33 1) (42 3)
Released on disposal of subsidiaries (note 30) - {34 6) -
Charged 1o equity 32 - 03
Exchange rate variances (3.6) 142 42
At 31 December 59 4 610 1145

The movement in deferred tax assets and liabilities during the year without taking inte cansideration the offsetting of balances

within the same tax jurisdiction was as follows

Tax losses QOther Total
Deferred tax assets Em £m £m
At 1 January 2009 (5 4) (7 0) (12 4)
{Credited)/charged to the tax charge in the Statement of Comprehensive Income {1.7) 14 (03)
At 31 December 2009 (7 1) (5.8) (12.7)
Tax losses Other Total
£m tm Em
At 1 January 2008 (18) {11 (29)
Credited to the tax charge in the Statemnent of Comprehensive Income (3 6) (59 {95)
At 31 December 2008 54 (7 (124)
Tax losses Othet Tetal
£€m £m Em
At 1 January 2007 (386) (10 (4 6)
Charged/{credited) to the tax charge in the Statement of Comprehensive Income 18 {0 4} 14
Charged ta equity - 03 03
Al 31 December 2007 {18) n 29
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20 DEFERRED TAX (CONTINUED)

Fairvalue
adpustments to
UK capital nvestment
allowances properties Qther Total
Deferred tax habilities £&m £m £m £m
At 1 January 2009 122 605 07 73.4
Credited to the tax charge in the Statement of Comprehensive Income (1) {C &) (02) 0.7
Charged to equity - - 32 3.2
Exchange rate variances - (3 6) - (3.8)
At 31 December 2009 121 565 7 72.3
Far value
adjustments to
UK capnal inveslment
allowances properties Othet Total
£m Em Em
At 1 January 2008 158 1015 01 174
{Credited)/chargea to the tax charge in the Statement of Comarehensive Income (38) (20 1) 01 (23 6}
Released on disposal of subsidiaries (note 30) - (34 &) - (34 6}
Exchange +ate variances - 137 05 142
At 31 December 2008 122 605 07 734
Fan value
adjustments to
UK capital Investment
allowances properties Oiher Total
fm fm e fm
At 1 January 2007 159 138 8 02 154 9
Credited to the tax charge in the Statement of Comorehensive ncome (01} (43 5) an (437)
Exchange rate vanances - 62 - b2
At 31 December 2007 158 1015 01 117 4

(eferred tax assets are recognised in respect of tax losses carried forward to the extent thal the realisation of the related tax beneht
through fuiure taxable profits 1s probable At 31 Decemper 2009 the Group did not recogrise deferrad tax assets of £7 8 million
(2008 €6 0 millron 2007 £7 4 million} in respect of losses amounting to FAD 6 rmitlion {2008 €29 4 miuthion 2007 £21 2 rmullion)
which can be carnied forward against future taxable income or gains The majority of aeferrad tax assets recogrised within the
other categery relate to deferred tax on swaps with @ negative book value Losses recognised as deferred tax assets can be

carried forward without restriction
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BORROWINGS, INCLUDING FINANCE LEASES
Total
Current  Non-current barrowings
At 31 December 2009 £m £m £m
Bank loans 1125 4341 5444
Debenture loans 10 341 351
Zero coupon note - 88 8.8
Cther loans - 23 23
1135 4793 5928
Total
Current  MNon-current borrowings
At 31 Decernber 2008 fm fm £m
Bank lcans 77 4838 555 5
Oebenture leans 09 351 360
Zero coupon note - 79 79
Other loans - 23 23
72 6 529 1 6017
Totat
Current  Mon-¢urrent bot rowings
A 31 December 2007 £m Em £m
Bank toans 1020 648 8 /50 8
Debenture loans 08 360 348
Zero coupon note - 71 71
Other loans - 25 25
Finance lease Labitities 02 13 15
1030 6957 7987

Arrangement fees of £2 9 milion (2008 €3 6 mitlion 2007 £50 million) have been cffset in arriving at the balances in the above
“ables

Bank loans

Interest on bank loans 1s charged at fixed rates ranging between 3 9 per cent and 11 2 per cent including margin {2008 3 9 per
cent and 11 2 per cent 2007 4 5 per cent and 11 2 per cent) and at floating rates of typically LIBOR, EURIBOR or STIBOR plus a
margin Fixed rate margins range between G 8 per cent and 1 8 per cent (2008 0 8 per cent and 18 per cent 2007 0 7 per cent
and 2 5 per cent) and floating rate margins range hetween 0 8 per cent and 3 0 per cent (2008 0 Bper cent and 2 0 per cant

2007 0 8 per cent and 2 5 per cent) Al bank toans are secured by legal charges over the respective properties, and in most cases
a floating charge over the remainder of the assels held 1o the company which owns the property In sodition the share capial

of some of the subsidiaries within the Greup has been charged

Debenture loans

The debenture loans represent amoertising bonds which are repayable in equal quarterly instaiments of £1 2 mullion (2008 £1 2 million
2007 £1 2 milbion) with final repayment due in January 2025 Each instalment ts apportioned between principal and interest on a
reducing balance basis interestis charged at a fixed rate of 10 8 per cent, including margin The debentures are secured by a legal
charge over a property and securitisation of its rental iIncome

Zero coupon note
The zero coupon note accrues interest at 11 2 per cent including marcm It s unsecured and 1s redeemaoale as a ballacn repayment
of principal and interest of £43 7 rmullion 1n aggregate in February 2025

Dther loans

Interest on other loans s at a fixed rate of 6 5 per cent and a vanizole rate ranging between 2 0 percent and 4 0 per cent (2008 20
per cent and 4 0 per cent 2007 2 0 per cent and 4 J per cent) compnising LIBOR plus a2 margin The loans are secured by legal
charges over the share capital of the borrowing subsicdiartes

Loan covenants

There were no covenant breaches at 31 December 2009 L.oans totalling £25 8 miilion at 31 Decemoer 2008 had covenant oreaches
which were rectified in 2009
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BORROWINGS, INCLUDING FINANCE LEASES (CONTINUED)

The matunity profile of the carrying ameunt of the Group s borrowings including finance leases at 31 December was as follows

Debenture  Zero coupon
Bank loans loans note Other loans Total
At 31 Decernber 2009 £m £m £m £m £m
Within one year or on demand 1131 10 - - 1141
More than one but not more than two years 273 11 - 23 30.7
More than two but not more than five years 2007 40 - - 204.7
More than five years 208 4 290 88 - 24462
5495 351 g8 23 595 7
Unamortised 1ssue costs 2.9) - - - z9
Borrowings, including finance leases 546 6 K 88 23 5928
Less amount due for settlement within 12 months (112 5) (10) - - {113 5)
Amounts due for settlement after 12 months 434 1 kT g8 23 479 3
Nebenture  7ero coupon
Bank loans loans nota Cther loans Tetal
At 31 Decomber 2008 'm £m £m tm Cm
Within one year or on demand 724 09 - - 733
More than one bul nel more than twe years 60 2 10 - - 612
More than two but not more than five years 1947 36 - 23 200 6
More than five years 2318 05 79 - 270 2
5591 360 79 23 4053
Unamortised 1ssue costs (36 - - - 36)
Borrowings ncluding finance leases 5555 360 79 23 6017
Less amount due for settlement within 12 months nmn 0% - - (72 &)
Amaounts due for settlement after 12 months 4838 351 79 23 529 1
Debenture  Zerocoupon
Bank loans loans nota Cther lcans Total
At 31 December 2007 Em Em Em Em fm
Within one year or on demand 1030 08 - 02 1040
More than one but not more than two years 532 09 - 12 553
More than two but not mere than five years 2959 32 - 25 3014
More than five years 3037 39 71 01 3428
7558 368 71 40 8037
Unamortised 1ssue costs {(50) - - - (50}
Borrowmngs, including finance leases 750 § 368 71 40 7987
Less amount due for setttement within 12 months (102 0) 08) - {02 (103 0)
Amounts due for settlement after 12 months 648 8 350 71 38 6957
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The interest rate rsk profile of the Group s fixed rate borrowings was as follows
Al 31 Decernber 2009 At 31 Decermnber 2008 At 31 December 2007
Weighted Waighted Woighted Wrighleg Weighled Weighted
average average aveldyge average average dvemge
fixed rate period for fued rate pencd for fixed rate period for
of financial  which rate is of financial  whichrates of financial  which rate 1
Liabilittes fixed Uabibies lixed Laplities fixed
Yo Years | % Years % Years
Sterling 65 &6 48 57 67 64
Euro 43 K 51 34 459 08
Swedish Krona - - - - 54 33
The interest rate risk profile of the Group s floating rate borrowings was as follows
At 31 December 2009 AL 31 Decernber 2008 AL 31 Decenber 2007
Average Average Aserage
capped capped capped
% of ngt interest Average % of not interast Avarage % of net interest Average
floating rate rate tenure  floating rite rae tenure flosting cate rite tenyre
loans capped % Years loans capped % Years loans capped % Years
Sterling 100 3.9 0.7 100 38 i7 100 55 20
Euro 100 47 16 100 47 23 100 47 33
Swedish Krona - nfa n/a - nfa n/a 100 45 08

The carrying amounts ot the Group s borrewings are dencrminated 1n the fallowing currencies
Fixedrate Floating rate

financial financal
lrabfities babilities Totat
At 31 December 2009 €m £m Em
Sterling 154 2 115.4 269 &
Euro 1238 165.1 2889
Swedish Krona - 34.3 343
278 0 314 8 5928

Fixedrate  Floating rate

financial financial
Labilibies {tabilitics Total
At 31 December 2008 Em £m Em
Sterling 2305 370 2675
Euro 158 1618 2776
Swedish Krona - 566 56 4
346 3 255 4 8017

Fixed rate  Floating rate

tinancial financial
{abkities tiambbes Talat
At 31 Decemnber 200/ £ £ £m
Sterling 3285 799 4084
Zuro 1520 1777 3297
Swedish Krona 207 399 60 4

5012 2975 7987
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BORROWINGS, INCLUDING FINANCE LEASES (CONTINUED)

The carrying amounts and fair values of the Group s barrowings including finance leases zre as follows

Carrying amounts Fair values
200% 2008 007 2009 2008 2007
Em £m £m £m Em Em
Current barrowings including finance leases 113§ 126 1030 135 726 1030
Nen-current borrowings including finance leases 4793 5291 6957 503 4 5632 7165
5928 6017 7987 816 9 6358 8195

Arrangement fees of £2 9 million (2008 £3 6 millien 2007 £5 0 million) have been offset in arriving al the balances in the above
table

The fatr value of non-current borrowings represeats the amount at which a financial instrument could be exchanged in an arms
length transaction between informed and willing parties discounted at the prevailing market rate, and excludes acerued interest

The Group has the following undrawn committed facilities available at 31 December

7009 2008 2007
Em fm tm

Floaling rate
- eXpiring within one year 0.6 - -
- expiring alter one year 0.9 235 -
1.5 235 -

FINANCIAL INSTRUMENTS
22 1 Categorles of financial instruments
Financial assets of the Group comprise
¢ Interest rate swaps and caps
»  Foreign currency swaps and forward contracts
*  Avallable-for-sale investments
« [nvestments In associates
* Trade and other recewvables

* Cash and cash equivalents

Financial Liabilities of the Group comprise

* Interest rate swaps and caps

+ Foreign currency swaps and forward cantracts
= Bank loans

+  Debeniure loans

*  Other leans

« Finance lease Labililies

« Trade and other payables

¢« Provisions

¢ Current tax iabilities
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The fair values of financial assets ang Liabilities are determined as follows

(&) Interest rate swaps and caps are measured at the present value of future cash flows basad on applicable yield curves
derived from quoted interest rates

(b) Foreign currency swaps and forward contracts are measured using guoted forward exchange rates and yielg curves
derived from guoted interest rates matching malturities of the centracts

(c) The fair value of non-derwvative financial assets and liabilibies with standard terms and cenditions and traded on aclive
Liguid markets are determined with reference to quoted market prices Financial assets inthis category include
avallable-for-sale instruments such as listed corporate nonds and equity investments

(e} Inmoreillguid conditions non-derivative financial assets are valued using multiple quotes obtained from market
makers Where the spread of prices is tightly clustered the consensus price 1s deemed to be fair value Where prices
become more dispersed or there is a lack of available quoted data, further procedures are undertaxen such as evidence
from the last non-forced trade

(g) The fair value of other non-aerivative financial assets and financial habilit:es are determined 1n accerdance with
genelally accepted oricing models based on discounted cash flow analysis using prices from observable current market
transactions and dealer quotes for similar instruments

Excepl for investments in associates bank loans debenture loans, other loans and finance lease habilities the carrying
amounis of financisl assets and Liabilities recorded at amortised cost approximate to ther tar value

22 2 Capital risk management

The Group manages its capital to ensure that entities within the Group will be able to centinue as going concerns while
maximising the return to stakeholders through the optimisation of debt and equity balances The capital structure of the
Group consists of debt cash and cash equivaients and equitv attributable to the owners of the parent, comprising 1ssued
capital reserves and retained earnings Management perform  stress tests of the Group s business model to ensure that
the Group s objectives can be met The objectives have been met in ine year

The Directors review the capital structure on a guarterly basis te ensure that key strategic goals are being achieved As part
of this review they consider the cost of capnal and the risks associated with each class of capital

The gearing ratio at the year end was as follows

2009 2008 2007

£m fm Ern

Debt 595 7 6053 8037
Cash and cash equivalents (70 3) (1953) (1z220)
Net debt 525 4 4100 6817
Equity 3095 33846 4031
Net debt to equity ratio 170% 121% 169%

Debt 1s defined as long and short-term borrowings excluding unamortised 1ssue costs as detalled in note 21 Equity includes
ail capital and reserves of the Group attributable to the owners of the Company
Externaily imposed capital requirement
The Grotp 1s not subject o externally imposed capital requirements except to the extent that debt covenants may require
group companies to maintain 1atios such as debt to equity {or similar) below certain levels
22 3 Risk management objectives
The Group s activities expose It to a variety of hhancial risks whicn can be grouped as
* market risk
* credit risk and
¢ liquidity nsk

The Group s overall risk management approach seeks to minimise potential adverse effects aathe Group s financial
periormance whilst maintaining flexibility

Risk management is carred out by the Group Treasury department in close co-operation with the Group s operating units
and witr guidance from the Boaro o Directors The Bearo regularly assesses and reviews the financial iisks and exposuras
of the Group
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22 3 Risk management abjectives {continued)
(a) Market nsk
The Group s activities expose It primarily 1o the financial risks of changes in interest rates and foreign currency exchange
rates and to a lesser extent other price risk The Group enters into a variety of derivative financial instruments to

rmanage Its exposure to interest rate and foreign currency risk and also uses natural hedging strategies such as
matching the duration interest payments and currency of assets and liabiities

1))

(1)

Interest rate risk

The Group s most significant interest rate risk arises from its long-term vaniable rate borrowings Interest rate risk
is reqularly monitored by the Group Treasury department and oy the Boarg on both a country and a Group basis The
Board s policy 1s to minimise varizble interest rate exposure whilst maintaining the flexibility to borrow at the best
rates and with consideration to potential penalties on termination of fixed rate loans To manage its exgosure the
Group uses interest rate swaps Interest rate caps and natural hedging from cash held on deposit

In assessing risk, a range of scenarios (s taken into consideration such as retinancing, renewal of existing pesitions
and alternative financing and hedging Under these scenanos, the Group calculates the impact an the Staternent of
Comprehensive Income for a defined movernent in the underlying interest rate The impact of a reasanably likely
movement in interest rates is set out below

2009 7008

Statement of Statement of

Comprehensive Comprehensive

Income Incorne

Scenarro £m £Em

Cash +100 basis points {2008 +50 basis points) 09 14
Variable oorrowings (including caps) +100 basis points

(2008 +50 basis points) 27 {05)

Cash -100 basis points (2008 -50 basis points) (09) {1 4)

Vanable oorrowings (including caps) -50 pasis points
(2008 -50 basis paints) 13 12

Fareign exchange risk

The Group doas riot have any regular transactional foreign exchange exposure However 1t has operations in Europe
which transact business denominated in euros and to a lesser extent in Swedish kronor Conseguently there s
currency exposui e caused by transtaling the local trading performance and net assets into sterling for each
financial period and balance sheet respectively

The Group s principal foreign currency exposures are in respect of the euro and the Swedish krona If the value of
sterling viere to increase in strength by 1% against the value of the euro the Groug s net assets would decrease by
£1 4 million and the Group s profit by £6 1 mullion If the value of sterling were to decrease in strength by 1% aganst
the value of the euro the Group s net assets would increase by £1 4 million and the Group s profit by £8 1 millien If
the value of sterling were to increase in strength by 1% against the value of the Swedish krana the Group s net
assets would decrease by £0 4 mullion and the Group s profit by £0 1 mullion If the value of sterling were to decrease
in strength by 1% against the value of the Swedish krona the Group s net assets would increase by £0 3 million and
the Group s profit by E0 T million

The policy of the Group is io mawch the currency of investments with the related torrowing which largely eliminates
foreign exchange risk on property investments A portion of the temaining operations equating to the net assets of
tha toreign property operations, 1s not hedged Where foreign exchange risk arises from future commercial
transactions the Group will hedge the future committed commercial transaction using foreign exchange swaps or
forwarg fareign exchange centracts
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(i) Other price risk

The Group is exposed 1o corporate bond price risk and to a lesser extent to equity secusities price nsk because of
invesimenis held by the Group and classified in the Balance Sheet as avallable-tor-sale

In aroer o manage the nsk in relation te the holdings of carporate bends and equry secunties the Group holds a
dwversified portfolio Diversification of the portfolio 1s managed in accordance with the imits set up by the Group

The table below shows the effect on profit before tax and on equity which would result frem an increase or decrease
of 10% in the market value of corporate bonds and equity securities which 1s an amount management believes to
be reasonable in the current market

2009 2009 2008 2008

Profil Directly Prohit Qirectly

before tax 0 equity belore tax In equity

Scenario Shift of 10% in vatuations Em Em £m £Em
10% fall in value 01 (7 &) - (1 4)
10% increase invalue {01 T4 - 14

(b) Credit risk

Credit risk refers to he risk that a counterparty will default en its contraciual obligatiens resutting in financial less to
the Group Credit risk arises fram the ability of tenants to meel cutstanding recevables and future lease commitiments
and from financial institulions with which the Group places cash and cash equivalents and enters into derwative
financiat instruments The maximum exposure ta credit risk 's partly represented by the carrying ameunts of the
financial assets which are carmed in the Balance Sheet including derivatives with positive fair values

For credit exposure other than to tenants the Directors believe that counte party nsk s minimised to the fullest extent
possible as the Group has policies which limit the amount of credit expasure to any tndividual financial institution

The Group has policies in place to ensure that renlal contracls are made with tenants with an appropriate credit history
Credit risk to tenants 15 assessed by a process of internal and external credit scoring and s reduced by obtaining bank
guarantees fram the tenant or its parent, and recaipted rental deposits  [he overall credit nsk in relation to tenants s
monitored on an ongoing basis Moreover, a significant propartion of the Group portfolio is let to Government tenants
which can be censidered financially secure

At 31 December 2009 the Group held £73 9 million (2008 £14 3 million 2007 £8 4 million) of available-for-sale and
other financial assets Management of the Group considers the credit tisk associated with individual transactions and
mon:itors the risk on a continuing basis Information 15 gathered from external credit rating agencies (Standard & Poor s)
and other markel sgurces to allow management to react to any percerved change in the underlying credit risk of the
instruments in which the Group invests This allows Lhe Group to mimimise its cred:l exposure to such ilems and at the
sarme time to maximise returns for shareholders

The table below shows the external Standard & Poor s credit banding on the available-for-sale and cther investments
held by the Group

200% 2008 2007
S&P Credit rating at balance sheet date £m £m Em
Investment grade 42.0 72 g1
Non-investment grade 238 - -
Not rated 8.1 71 83

Total 73.9 143 B4
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22 FINANCIAL INSTRUMENTS (CONTINUED)

22 3 Risk management objectives (conunued)
(c)} Liguidity risk

Liguidity risk management requires maintaining sufficient cash other Liguid assets ana «he availability of funding to
meet short medium and long-term reguirements The Gioup maintains adequate levels of liguid assets te fund
operations and to allow the Group to react quickly to potential opportuniies

Management manitors rolling forecasts of the Group s liguidity on the basis of expected cash tlow so that future

requirements can be managed effectively

The majonity of *he Group s debtis arranged on an asse*-specific non-recourse basis This allows the Group a higher
degree of flexitntity 1n dealing with potential covenan. defaults tnan if the debt was arranged under @ Group-wide

borrowing facility

Loan covenant compliance 1s closely menitored by the Group Treasury department Patential covenant breaches can
ardinarily be avoided by placing additional secunity or a cash deposit with the lender or by partial repayment before an
event of default takes place Potential lean-to-value covenant breaches at 33 Decemuper 2009 could bhe remedied by

partial repaymens of the loans of £1 9 million 1n aggregate

The able below analyses the Greup s contractual undiscounted cash flows payable under financial liabilities and
derwvative assets and liabilities at the balance sheet date into relevant maturry greupings based on the period
remaining to the contractual maturity date Amounts due within one year are eguivalent to the carrying values in the

batance sheet as the impact of discounting 1s not signtheant

Less taan 1year t to2years 2toS5Syears OverDyears
At 31 December 2009 £m Em £€m £m
Non-derivative financial Liabttities
Borrowings, including finance leases 1141 30.7 204.7 246 2
Interest payments on borrowings” 235 24.2 56.2 726
Trade and other payables 301 - - -
Forward foreign exchange contracts
Cash flow hedges
- Outflow 54 - - -
= Inflow (5 4) - - -

At 31 Drcember 2008

Less than 1 year ¥ to2vears
Lm fm

2to 5 years
Crm

Qver 9 years
Cm

Non-dervative financial labilities

Borrowings including finance leases 733 612 200 6 270 2

Interest payments on borrowingst 201 148 367 408

Trade and other payables 328 - - -

Forward foreign exchange contracts

Cash flow hedges

- Outilow (130 1) - - -

- Inflow 1229 - - -
Lees than 1 you 1to2years 2te Dyeare  [ver §yeare

AL 31 December 2007 Em Em Em £m

Non-derivative financial labiities

Borrowings including finance leases 1040 553 3016 34628

Interest payments on borrowings 422 4027 927 172

Trade and other payables 597 - - -

Forward fereign exchange contracts

Cash flow hedges

- Qutflow (35 0) - - -

- Inflow 351 - - -

(1} Interest payments on botrowings are caledated mthou teking INto aCoaunt future eve s Floauig rate mlerest s ¢ st uainyg o it

interest ra.e curve as at 31 December
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23 SHARE CAPITAL
Number
Ordinary Totat Ordinary
shares in Treasury ordinary shares In Treasury Tetal erdmary
circulation shares shares circulation shares shares
thousands thousands thousands Em £m £m
At 1 January 2009 61,745,471 5,000,000 65,745,471 15 4 13 167
Cancelled following tender offer (13,721,215) - {13,721,215) (34) - (3 4)
At 31 December 2009 48,024,256 5,000,000 53,024,256 120 13 133
Number
Orden-ry Tatat Ordinary
shares in Treasury ordinary shares in Treasury Total ordinary
arculation shares shares cwcutation shares shates
thausands thousands thousands £m £m £m
At 1 January 2008 67 740 457 7109277 74849735 169 18 187
Employese share option scheme
- shares jssued 325,000 325,000} - 01 wn -
Cancellation of Treasury Shares - (2114209 (2114209 - (05 (0 5)
Purchase of own shares
- pursuant to market purchase (329,930} 329,930 - on 01 -
Cancelled following market purchases (3414 412) - (3414412} o - (09
Cancelled following tender offer (2 575 644) - (2575 644) (0 é) - 06}
At 31 December 2008 61745 41 5,000 000 &6 745 471 154 13 167
Number
Urdinary lotal idinary
sharesn Treasury ordinary “ha,e m Treasury Total ordinary
circutation shares shares arrcutatron shares shares
thnusands thousands thousands Lm £m £m
At 1 January 2067 72 604 568 7 477 168 B0 081836 181 19 200
Cancellation of Treasury Shares - (750 000) (750 000) - 02 02}
Purchase of own shares
- pursuant to market purchase 382 111) 382,111 - (01) 01 -
Cancelled following market purchases (1163 1400 - (1,163 140} (03) - (03
Cancelled following tender offer (3318 960) - (3318 960) (08) - (08}
At 31 December 2007 &7 740 457 7,109 279 74 B4R 736 169 18 187
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TENDER OFFER BUY-BACKS

A tender offer by way of a Circular dated 1 December 2008 for the purchase of 2 1n ? shares at 350 pence per share was completed

in January 2009 It returned £48 024 253 1o shareholders, equivatent to 77 8 pence per share

A further tender oifer will be put to shareholders in April 2010 for the purchase of 110 42 shares a. a price of 525 pence per share

which f approved, will reiurn £6 0 rrillion to shareholders equivalent te 12 5 pence per share

SHARE PREMIUM ACCOUNT

2009 2008 2007
£m tm tm
At 1 January 705 698 697
Employee share option scheme
- shares issued - 07 01
At 31 December 705 705 698
DOTHER RESERVES
Capnal Cumulative
redermption translation Fair value Other
reserve reserve reserve reserves Total
£m £Em £m £m Em
At 1 January 2009 170 598 (4 5) 281 100 4
Purchase of own shares
- cancellation pursuant to tender offer 14 - - - 34
Exchange rate variances - (9.5} - - (9 5)
Share of exchange rate variances of associates - 0.4 - - 04
Available-for-sale financial assets
- net fair value gains 1n the year - - 135 - 135
- deferred tax thereon - - (32) - (3.2)
At 31 December 2009 204 507 58 281 105.0
Capital Cumulalive
redemplion translgtion tair value Other
reserve reserve reserve [eserves Tatal
£m Em £ £m Erm
At 1 January 2008 150 193 an 281 613
Purchase of own shares
- cancellation pursuant to tender offer 06 - - - 06
- cancellation pursuant to market purchase 0¢ - - - 09
- cancellation of treasury shares 0% - - - 05
Exchange rate vanances - 352 - - 362
Share of exchange rate variances of associates - 43 - - 43
Available-for-sale financial assets
- net fair value losses n the year - - (3 &) - (34)
At 371 Decernber 2008 170 598 (45) 281 100 4
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Capital Cumulative Cash flow
redemption translation hedge Fair value Other
reserve reserve 2581 Ve reserve fLserves Total
Em L £m Em Em £m
At 1 January 2007 137 24 12 {(28) 281 42 6
Purchase of own shares
- cancellation pursuant to tender offer a8 - - - - 08
- cancellation pursuant to markel purchase 03 - - - - 03
- cancellation of treasury shares 0z - - - - 02
Exchange rate vanances - 169 - - - 169
Available-for-sale financial assets
~ net fair value gains in the year - - - 17 - 17
Cash flow hedges
- fair value losses in the year - - on - - on
- transfers - - (08 - - (08
- deferred tax - - 03 - - 03)
At 31 December 2007 150 193 - an 281 613

The amount classified as other reserves was created prior to histing in 1995 on a Group reconstruction and s considered to be

non-distributable

CASH GENERATED FROM OPERATIONS

2007 2008
€m tm
Operating profit/(loss) 415 (903
Adjustments for
Net mavernenis on revalualion of invesiment properties &7 1033
Depreciation and amortisation 0.5 14
Profit on disposal of investment properiies (0.3) (70
Loss on disposal of subsidiaries - 162
(Profit)/loss on eguity investments 2.1) 30
Impairment of goodwill - 220
Changes in working capital
Increase in deblors (07 (11 3)
Increase in creditors 01 12 6
Cash generated from operations 457 49 9

CONTINGENCIES

At 31 December 2009 CLS Holdings plc had guaranteed certain labilities of group companies These were primarily 10 relation to
Group borrowings and covered interest and amortisation payments No crass guarantees had been given by the Group in relation to
*he principal amounts of these borrowings Certain warranties given in the course of corporale sales during 2008 either had been
provided for or were too remote to be considered contingent
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29 COMMITMENTS

The Group leases office space under non-cancellable operating lease agreeaments The future aggregate minimum lease paymends
under these non-cancellable operating leases are as follows

2009 2008 2007
Operating lease commiiments - where the Group 1s the lessee Em fm Em
Within one year 61 - 06
More than one but not more than {ive years 01 03 M
More than five years 03 03 -
05 06 17

Al the balance sheet date the Group had contracted with tenants for the following minimum lease payments

2009 2008 2007

Operating lease commitments - where the Group 1s lessol Em Em £Em
Within one year 579 553 630
More than one but not more than five years 196 1 1741 1960
More than five years 1821 2032 2268
4361 432 6 4858

Cperating leases where the Group s the lessor are typically negotiated on a tenant-by-tenant basis and include break clauses and
Indexation provisions

Other commitments

At 31 December 2009 the Group had no other commitments (2008 £30 milbion of contracted capital expenditure in relation to
developments in Germany 2007 £nil) There were no authonised financial commitments which were yet to be contracted with third
parties {2008 none 2007 none)
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On 15 May 2008, the Group disposed of its interests in 29 subsidiaries ¢ 1in the Netherlands and 201n France owning 14 properties
in France Collectively these were referred to as the LFPI Porifolio On 30 July 2008 the Group completed on the disposal of two
subsidiary unaertakings owning two properties in France known as the Belin sale Results of tne entities disposed of were

previously reported in the French aperating segment

LFPI Portfalio Belin
May-08 Dec-07 Jul-08 Dec-07
£m Em £m fm
Net assets disposed of
Investment properties 1054 97 7 69 7 66 4
Property plant & equipment - - - 261
Trade and other recevables 183 156 254 ~
Cash and cash equivalents 26 05 44 -
Deferred tax (17 4) - {17 2) -
Trade and other payaoles (4 2) (31 2n o
Borrowings including finance leases (64 ) (39 7} (45 3) (4272)
407 510 349 495
Gamn on disposal 112 75
Costs of disposal 62 03
Total consideration 581 427
Satisfied by
Cash KiEA 178
Subordination of intercompany debt 173 249
Deferred consideration 24 -
581 427
The gain on disposal 1s disclosed :n the
Statement of Comprehensive Income as follows
Loss on disposat of subsidiaries (62) 97
Release of deferred tax 17 4 17 2
12 75
Net cash inflow arising on disposat
Cash consideratian 384 17 8
Cash and cash equivalents disposed of (? 6) (4 4)
358 134

Included in costs for the LFPI Portfolio disposal are rent guarantee provisions of £1 5 million thewnite-off of £1 7 mition of
geodwill on the oniginal acquisition of the LFPI Porifolio £1 8 million for a contnibution to the capual of the disposed subsidiaries
and £1 3 mutlion of professional and advisory costs incurred Deferrea consederation of £2 7 mullion (classified within other debiors)
remains on escrow to cover the rent guarantee provisions as mentioned above and auher contmgencies (the bkelihcod of
crystallisation of these other contingencies 1s consideres remote and trarsfore they have not been prowided for}

The costs in relation to the Belin sale related to professional fees
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30 BUSINESS ACQUISITIONS AND BISPOSALS (CONTINUED)
London Bridge Quarter

On 9 January 2008 the Group disposed of its one-third interest in the London Bridge Quarter joint venture (Teighmore Limited and
New Londaon Bridge House Limitea) The joint venture was previously reported within the UK operating segment

London Bridge Quarter

Jan-08 Dec-07
£m £m
Net assets disposed of
Investment properties 102 102
Trade and other recevables 06 0é
Cash and cash equwvalents 19 19
Trade and other payables {16 5) (16 5}
Borrowings, including finance leases (66 2) (66 2}
300 300
Gain on disposal -
Costs of disposal (see below) -
Total consideration 300
Satsfied by
Cash Ky
Neu cash inflow arising on disposal
Cash consideration 300
Cash and cash equivalents disposed of 9
281

All of the costs In retation to the disposal of LBQ comprising £4 % mullion in aggreqgate were incurred and expensed i 200/
AL 31 December 2007 the investreant in LBQ was written down to its recoverable amount so there was no gain or loss on
disposal recognised in 2008

At 31 December 2007 the joint venture barrowing facility was in breach of its loan te value covenant All obligations potentiatly
arising trom the breach were discharged on sale

Solna and Lovgardet

On 31 January 2006 the Group disposed of its (nterests in Lovgardet Business AB, lLovgardet Residential AB and Lovgardet Capitat
Partners AB the holding companies of properties at Lovgardet Go*henburg Sweden Inaddition on 21 August 2006 the Group
disposed of it interest in Solna Business Holdings AB and Sliparen Ett AB the holding companies of tke properties at Solna
Business Park Stockholm Sweden The combined loss on these dispesals in 2006 was £1 8 million and 1n 2007 was £2 0 million
which was recognised in profit befare tax in the relevant years During the year ended 31 December 200% there were no further
costs incurred relating to commitments made on the disposal of Solna Business Park (2008 £0 3 million} In 2009 cash payments
o1 £0 9 rrullien (2008 £3 0 rmillion) were rmade in relation to deferred consideration agreed on sale

Summary of business disposals

2009 2908
Em £m

Loss on disposal of subsidiaries
LFPI Portiolio - 62
Belin - 97
Solna and Lovgardet (solg in 2006) - 03

- 162
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31 RELATED PARTY TRANSACTIONS

A Group company Forvattnings AB Klio rents office space fram a company owned by Sten Mortstedt Executive Cnairman of CLS
Holdings pic The total payable in the year was £34,080 (2008 £33,000 2007 £29 000} A cormnpany owned by Sten Mortstedt
curchased accountancy services from Fervaltnings AB Klio during the year amounting to £8 000 (2008 £8 000 2067 £7 000)

In relation to these transactions £3,600 was payaole at the balance sheet date {2008 £53 000 2007 £37 000)

32 PRINCIPAL SUBSIDIARIES

The group financial statements include tne financial statements of CLS Holdings plc and all of ¢ts subsidiaries the principal cnes
of which are listed below

The Directars consiaer that to give full particulars of all subsidiary undertakings would tead to a slalement of excessive length The
following information relates to those wholly-owned subsidiary companies whose results or financial positions 1n the opinion of the
Direclors principally affected those of the Group

Adlershofer Sart* Grossglockner Sarl' MNew Printing House Square Limited
Coventry House Limited Ingrove Limited SpringGardens Limited

Freres Peugeot SCI” Kapellen Sarl* Vanerparken Property investment KB**
Great West House Limited Naropere Sarl* Vauxhail Cross Lirmited

* Incorporatad in Luxembourg
T Incatporated in France
** Incarporated in Sweden

The principal activity of each of these subsidiaries 15 properly investment apart from Coventry Heuse Limited whose principal
actvity 1s to act as an investment company All of the above subsidiary undertakings are incorperaled in the United Kingdom unless
stated above To comply with the Companies Act 2006 a full list of subsidiaries will be filed with the Company s next annual return




INDEPENDENT AUDITORS’
REPORT TO THE MEMBERS
OF CLS HOLDINGS PLC

We have auditea the parent company financial statements of CLS Holdings olc far the year ended 31 December 2009 which comprise
the Balance Sheet ana the refated notes 1to 14 The anancial reparting framewaork that has been applied in their preparation is
applicable law and United Kingdem Accounting Standards (United Kingdem Generailly Accepted Accounting Practice)

This report 15 made solely to the Company s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2004 Our
audit work has been undertaken so that we might state to the Cormnpany s members those matters we are required to state to them in an
audiors report anc for no other purpose To the fullest extent permitten by law we do not accept or assume responsibility to anyone other
than the Cempany and the Company s members as a body for our audit work for this report or for the opinions we have formed

RESPECTIVE RESPONSIBEILITIES OF DIRECTORS AND AUDITORS

As explained more fully in the Statement of Directors Responsibilities an pages 28 and 29 the Directors are resoonsible for the
preparation of the parent company financial siatements and for being satisfied that they give a true and fair view Our responsibility 15
to audit the parent company financial statements in accordance with applicable taw and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board s (APB s} Ethicat Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves cbtaining evicence abeut the amounts and disclesures in the financial statements sufficient to give reasenaole
assurance that the financral statements are free from material misstatement whether caused oy fraud or error This includes an
assessment of whether the accounting pelicies are appropriate to the parent company s circumstances and have been consistently
applied and adequately disclosed the reascnableness of significant accounting estimates made by the Directers and the overall
presentation of the financial statements

OPINION ON FINANCIAL STATEMENTS

In our opinien the parent company financial statements

+ gwve a true and fair view of the siate of the parent company s affairs as at 31 December 2009

» have boen properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

+ have been prepared in accordance with the requirements of the Companies Act 2004

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion

« the part or the Directors Remuneration Report to ne audited has been property prepared in accordance with the Companies Act
2604 and

« the information given in the Directors Report for the financial year for which the financial staternents are prepared 15 conststent
with the parent company financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report in respect of the following matters where the Companies Act 2004 requires us te report to you if 10 cur opinion

« adequale accounting records have not been kept by the parent company or relurns adequate for our audit have not been received
from branches not visited by us or

= the parent company financial statements and *he part of the Directors Remuneration Report {o be audited are not 1n agreement
with the accounting recerds and returns or

= certamn disclosures of Direciers remuneration specified by iaw are not made or

we hava not receved all the information and explanatsons we reguire for our audit

We hgvelreported geparatety on the group financial statements of CLS Holdings plc for the year ended 31 December 2009

U
Mark dey (Senior Statutory itor)

for and dn behalf of Delcitte LLP

Chartereq Accountants and Statutory Auaitors
Lonaon

11 March 2010
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2009 2008

Note £m £m

Fixed assets
Investment In subsidiary undertakings 5 905 959

Current assets

Trade and other recavables o 495 96 4
Cash at bank and in nand 7 - 03
495 967

Total assets 140 0 193 6

Current liabilities

Trade and other payables 8 (4 4) (15 8)
Net assets 135 6 177 8
EQUITY
Capital and reserves

Called up share capital g 133 167

Share premm account 10 705 705

Other reserves 11 250 216

Profil and loss account 11 268 690
Shareholders funds 135 6 1778

These financial statements of CLS Holdings ple {(reqistered number 2714781) were approved by the Board of Directors and authorised
forissue on 11 March 2010 and were signed on its behalf by

Mr S A Mortstedt Mr E H Klotz

Directgr iregtor / g ;

-




NOTES TO THE COMPANY
FINANCIAL STATEMENTS - UK GAAP

at 31 December 2009

GENERAL INFORMATION

These separate financiat statements have been prepared under UK GAAP in accordance with applicable accounting standards
under the historical cost convention and are presented as reqguired by the Companies Act 2006 The following accounting policies
have been appliea consistently throughout the year and the preceding year unless otherwise stated CLS Holdings plc s the
ultimate parent company of the CLS Holdings graup Its primary activity (which occurs exclusively in the United Kingdom} 1s to hold
shares In subsidiary companies

The Directors have a reasonable expectation that the Company has adequate rescurces te continue In cperational existence for the
foreseeable future Accordingly they continue to adopt the going concern basis in preparing the annual repart and accounts as
detailed in the Directors Report on pages 21 1o 23

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting pelicies are summarised below They have all been applied consistently throughout che year ang the
preceding year

21 Investment in Group Companies
investments are valued at cost less provisions far impairment If the equity value of the investment is lower than cost, the
valuation 1s adjusted accordingly provided that management considers this to be a perrmanent diminution 1n value Onvidend
income 1s recognised when received

22 Penston costs
The Company operates a defined contribution persion scheme for all eligible employees The pension costs charged
represent the contributions payable Oifferences between contributions payable in the year and contrioutions actually
paid are shown as either accruals or prepaymenis in the Balance Sheet

23 Share capital
Ordinary shares are classified as equity

Incremental costs directly attnibutable to the 1ssue of new shares or options are shown 1n equity as a deduction net of tax
from proceeds

Where a Group company purchases the Company s equity share capital the corsideration paid (nctuding any directly
attnbutable mcremental costs (net of iIncome laxes) s deducied from equity attribulable to the owners of the Company until
the shares are cancelled, reissued or disposed of Where such shares are subsequently sola or reissuea any consideration
recewved net of any directly attributsble incremental transaction costs and the related income lax effects 1s included in
equity adtributable to the owners of the Company

2 & Related party transactions

Advantage has been taken of tne exemption sllowed in FRS 8 not 1o disclose transactions witn entities which are wholly
owned within the group where consclidated accounts are publicly available

There were no other related party transactions during the year

25 Foreigncurrency

Transactians in feraign currencies are recorded at the rate ruling at the dates of the transactions Tangible assets
dencminated in foreign currencies are shown at historical cest Current assets and atl liabilities denominated in foreign
currencies are transiated at the rate ruling at the end of the financial year Al differences are recogmised in profit befere tax

PROFIT FOR THE FINANCIAL YEAR

As permitted by Section 408 of the Companies Act 2006 the parent Company s prefit ang loss account has not been presentec
in these financial statements The parent Company s retained profit for the financial year was £4 Cmillion (2C08 profit ot
£80 1 million)

Audit fees for the Company were £0 1 million (2008 £0 1 mitlion)

Details of the Directors ernployed duiing the year and of their remunerztion s included in the Remuneration Report on pages 30
to 33




CLS Holdings plc

Annual Report & Accounts

Report of the Directors
Property Portfolio
Governance

Accounts

78/79

TENDER OFFER BUY-BACKS

Atender offer by way of a Circular dated 1 December 2008 for the purchase of 2 1n 9 shares at 350 pence per share was completed
in January 2009 It returned £48 024 253 to sharehelders, equivalent te 77 8 pence per share

A further tender offer will be put to shareholders in April 2010 for the purchase of 110 42 shares a.a price of 525 pence per share
which 1If approved, will return £6 0 rullion to shareholders equivalent to 12 5 pence per share

INVESTMENT [N SUBSIDIARY UNDERTAKINGS
2009 2J08

£m £m
At 1 January 96.9 99 4
Additions 9.3 -
Provisien for impairment (14.9) o
Disposals (1.2) (15)
At 31 December 905 969

The Directars consider that to give full particulars of ali subsidiary undertakings would lead to a statement of excessive length fo
comply with the Companies Act 2006 a full list of subsidiaries will be filed with the Ccmpany s next annual re*urn

TRADE AND OTHER RECEIVABLES

200% 2008
£m tm
Current
Armounts owed by subsidiary undertakings 473 748
Prepayments and accrued in¢ome 22 18
Other debtors - 01
495 96 4
CASH AT BANK AND IN HAND
2009 2008
£m £m
Cash at bank and in hand - 03

None of the cash and cash equivalenls was subject to legal charge or assignment to a third parly in either the currenl or preceding
year

TRADE AND OTHER PAYABLES

2009 2008
fm £m

Current
Amounts owed to subsidiary undertakings 35 151
Trade payables 08 -
Accruals and deferred income 01 07

4 4 158
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CALLED UP SHARE CAPITAL

Number
Ordinary Tetat Ordinary
sharas in Treasury ordinary shares In Treasury Total ordinary
circulation shares shares circulation shares shares
thousands thousands thousands Em £m £m
At 1 January 2009 61,745,471 5,000,000 64,745,471 154 13 16.7
Cancelled followtng tender offer (13,721,215} - {13,721,215) (3 4) - (3 4)
At 31 December 2009 48,024,256 5,000,000 53,024,258 120 13 13.3
Number
Ordinary Total Qrdinary
sharesin Treasury ordinary shares in Treasury Total ordinary
arculation shares shares rirculation shares shaies
thou-ands thaycands thou ,ands £m im £m
At 1 January 2008 67 140 457 7109 279 74 BLR 735 169 18 187
Employee share option scheme
- shares issued 325 000 {325,000) - 01 on -
Cancellation of Treasury Shares - {2114 209} (2 114 209} - (05) (09)
Purchase of own shares
- pursuant to market purchase {329 930) 329,930 - nn 01 -
Cancelled following market purchases (3,414 412) - (3414412) (O] - (09
Cancelled following tender offer (2575 644) - {25975 644) (0 &) - (0 6)
AL 31 December 2008 61 745 471 5000000 &6 745471 154 13 167
SHARE PREMIUM ACCOUNT
2009 2008
£m fm
At 1 January 705 698
Employee share opticn scheme
- shares 1ssued - (1)
At 31 December 705 705
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PROFIT AND LOSS ACCOUNT AND OTHER RESERVES
Other reserves
Capital
redemption Profit and
reserve Other Total loss account
Em Em £m Em
At 1 January 2009 170 4L b 21 6 690
Purchase of own shares 34 - 34 (48 0)
Expenses thereof - - - (0 2)
Retained profit for the year - - - 60
At 31 December 2009 20 4 46 250 2568
{ther recerve
Cap tal
redempiion Prott and
reserve Other Total  Lloss 3ccount
Cm fm Cm fm
At 1 January 2008 150 44 196 130
Purchase of own shares 20 - 20 (239)
Expenses thereof - - - 02)
Retained profit for the year - - - 801
At 31 December 2008 170 4é 216 690

DEFERRED INCOME TAX

No deferred tax lability arises relating to the Company (2008 £ml)

CONTINGENCIES

At 31 December 2009 CLS Holdings ple had guarantead certain hzhilities of group companies, primarily in relation to Group
borrewings and covering interest and amortisation paymeants No cross guaraniges had heen given 1n relation to the principat
arnounts of these berrowings Certain warranties were given in the course of corporate sates duiing 2008 Since the peossibility of
paymenl by the Company under any of these guaraniees and warranlies is considered remote no provisions in relation to these
nave been made in the Company s Financial Statements and no resortable contingent Liability exists

COMMITMENTS

At 31 December 2009 the Company had no contracted capital expenditure (2008 £mil) and no authorised financial commuitments

which were yet to be contractes with third parties {2008 £mil)




FIVE YEAR
FINANCIAL SUMMARY

31 December 2009

2009 2008 w07 2006 2005

£m £m £m £m £m

Group revenue 763 816 895 832 873
Caosts (30 3} (37 4} (492 9) (32 1) (34 2}
46 0 462 396 511 531

MNet movemnents on reva'uation of investinen® properties (67) (103 3} h8 1) 1621 672
Profit/(loss) on disposal of subsidiaries/joinl venture/associates - (162 {19 19 (11
Profit/(loss) on sale of invesiment properties 03 70 - am 19
Profit on sale of corperate bonds and other investments 19 - - 0é& 1
Impairment of intangible fixed assets ana goodwill - (22 0) - - -
Operating profit/(loss) 415 {90 3) (30 4) 2147 1222
Net fiinance costs (25 5) (43 0) (427 (369) (36 3)
Share of prefit/{toss) of asseciates after tax 25 (75 a5 (12 (12)
Other non-recurring cosls - 13 - - -
Profit/(loss) before tax 185 (147 13 (72 6) 1766 84 7
Taxation (11) 64 1 397 (20 3) (23 2)
Profit/(loss) from continuing operations 17 4 (78 0) 329 156 3 615
Loss from discantinued operations - - - (25) (62)
Profit/(loss) for the year 17 & (78 0) 32 9 1538 553
Share buy-backs paid and proposed &0 590 73 536 18 4

Net Assets Employed

Non-current assets P4 2 8591 12515 11869 11413
Current assets 807 205 9 132 4 V677 1270
1,024 9 10750 136839 1354 6 12683
Nen-current iabilities (551 6} (602 5) 8131 (812 4) (8417)
Current Liabilitres (164 3) (133 9) (167 7) (94 1) (72 8)
Net assets 3090 338 4 4031 448 1 3538
Ratios 2009 2008 2007 2004 2005
Adjusted net assets per share (pence) 7675 647 2 7641 824 3 5070
Net assets per share {pence) 6433 548 4 5951 617 2 4419
Earrings/(loss) per share (pence) 64 (120 &) (45 1967 669
Net gearing (%} 1691 1200 167 9 175 1701
Recurring interest cover (times) 208 109 126 187 147
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ADJUSTED NET ASSETS

Net assets excluding deferred tax assets and deferred tax labifities

ADJUSTED TOTAL ASSETS

Total assets excluding deferred tax assets

CONTRACTED RENT

Annual contracted rental income

CORE PROFIT

Profet betore tax ana hefore net mavements on revaluation of
Investmeant properties, profit on sale of investment properties
subsidiaries and corporate bonds impairment of intangible assets
and goedwill non-recurring costs and foreign exchange variances
EARNINGS PER SHARE

Profit after tax divided oy the weighteo average number of ordinary
shares in1ssue in the period

ADJUSTED EARNINGS PER SHARE

Profit after tax but excluding deferred tax and net gains or losses
from fair vatue adjustmen s on investment properties divided by the
welghted average number of ordinary shares in 1ssue in the peried

ESTIMATED RENTAL VALUE (ERV)

The market rentat value of lettable space as estimated by the
Group s valuers

LOAN TO YALUE (LTV)

Borrowings expressed as a percentage of the markel value of the
property portfolio

NET ASSETS PER SHARE OR NET ASSET VALUE (NAV)

Equity shareholders funds divided by the number of ordinary
shares in circulation at the balance sheet date

ADJUSTED NET ASSETS PER SHARE OR ADJUSTED NET ASSET VALUE

Adjusted net assets divided by the nurnber of ordinary shares in
circulation at the balance sheet date

NET DEBT

Total borrowings less cash and short-term deposits

NET GEARING

Net debt expressed as a percentage oi net assets

ADJUSTED NET GEARING

Net debt expressed as a percentage ot adjusted net assets

Property Portfolio
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Accounts
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NET INITIAL YIELD

Annual net rents on investment properties expressed as a
percentage of the investment property valuation

NET RENT

Contracted rent less net service charge costs

OCCUPANCY RATE

Contracted rent exnressed as a percentage of tne aggregate of
contracted ren- and the ERV of vacant space

OVER-RENTED

The amount by which ERV falls shert of the aggregate of passing
rent and the ERY of vacant space

PASSING RENT

Contracted rent after any rent-free periods have expired

RECURRING INTEREST COVER

The aggregale of group revenue less caosts plus share of results of
associates divided by net finance costs

RENT ROLL

Contracted rent

RETURN ON SHAREHOLDERS EQUITY

The movement i the adjusted net assets in the period plus
drstributions as a percentage of the adjusted net assets at the
beginning of the period

SOLIDITY

Equity shareholders funds expressed as a percentage of total assets

ADJUSTED SOLIDITY

Adjusted net assets expressed as a percentage of adjusted total
assets

TOTAL SHAREHOLDER RETURN

For a given number of snares the aggregate of the proceeds from
tender offer buy-backs and the change in marxet value of the
shares during 'he year adjusted for cancellations occasioned by
such buy-backs as a percentage of the market value of the
shares ot the beginning of the year
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