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Welcome to our Integrated Annual
Report and Accounts 2021/22

set up by an Act of Parliament, to manage land and the
seabed around England, Wales and Northern Ireland.

Our portfolio is noted for its heritage, scale and diversity - which,
taken together, means we have built a unique combination of
assets, capabilities and experience. Aleng with our ambition and
strong sense of purpose, we know we can make a real difference to
some of the econamic, societal and environmental pressures of
today and derive real value for the nation

Responsitile business is about batancing both a short and
sustainable long-term view. This is also how we view 'value' -
delivering profit back to Her Majesty's Treasury, investing to protect
and enhance the environment, and ensuring that the needs of
different communities are met. Over the last 10 years we have
generated more than £3 billion for the public purse and seen the
value of cur portfolic increase by more than £8 billion. We have also
helped facilitate the development of a strong pipeline in support of
the UK's broader ambitions of up to 50GW of clean, offshore energy
by 2030.

We are a significant nationat landowner, with a diverse portfolio that
takes in prime urban destinations, regional centres, widespread
rural holdings and the seabed around England, Wales and Northern
ireland. Qur role is to increase the value of this land for cur nation,
serving the UK's environmental, social and financial needs, in both
the short and long term

We are evolving our business and growing our skills. Through our
work on renewable energy, climate resilience and bicdiversity, we
are helping to address some of the most pressing challenges that
the country is facing. And with our partners, we are finding
innovative ways to build national capability in new sectors.

Our evolution will be ongoing so that we can continue to live and
breathe our purpose: ‘to create lasting and shared prosperity
for the nation’.

About this report

Anintegrated report is aligned with the Companies Act 2006
[Strategic Report and Directors’ Report} Regulations 2013, Inthe
opinion of the Board, The Crown Estate’'s 2021/22 Integrated Annuat
Raport is in alignment with the Vatue Reparting Foundation ntegrated
Reporting Framewark

The Crown Estate Integrated Annual Report and Accounts 2021/22
presented to Parliament pursuant to sections 2{1) and 2(5} of the
Crown Estate Act 1961. Ordered by the House of Commans tobe
printed 15 June 2022. HC 182

To The Queen’s Most Excellent Majesty

May it please Your Majesty, The Crown Estate Commissionars take
leave to submit this, their sixty-sixth Report and Accounts, in
obedience to sections 2(1) and 2{5) of the Crown Estate Act 1961,

Assurance /A,

KPMG LLP has provided ingependent limited assurance over selscted
nor-financiai data highlighted in this report with this symbol R

using the assurance standard ISAE (UK) 3000 and, for selected
greenhouse gas data, ISAE 3410 KPMG has issued an unqualified
apirion aver the seigcted data

KPMG's full assurance statement is available an our website which,
together with our Reparting Criteria, should be read in conjunction wth the
assured data in this report: thecrownestate.co ukfassurance-reporting
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Our year in numbers

Strategic raport Governance
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Financial, environmental and social highlights
for the year ended 31 March 2022
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Revenue by portfolio 2021/22

(2020/21: £486.9m}

London £221.2m" Regional £102 /m”

Marine £133.3m Windsor & Rural £33.6m

2020{21 and 2021/22 performances include the impact
of Offshore Wind Leasing Round 4

Property value by portfolio 2021/22

.o

[2020/21: £14.4bn}

London £7.7bn  Regional £1.7bn

Marine £5.0bn Windsor & Rural £1 2bn

Excludes sarvice charge incame of £35 6m (2020/21: £33 9m).

All financial figures are prepared on a proportionally consolidated basis. Balance sheat-related items are as at 31 March of each year.

Financial statements

97131

The Rural portfoiic moved from the Regional portfalio to the Windsar portfolio on L April 2021 The financial statements for the year to
31 March 2021 have been restatad to reflect tha new Windsor & Rurat Strategic Business Unit.

z'ﬁ_\- independent limitad assurance [see inside frant cover)
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Year-on-year reduction
in absolute Scope 1 and 2
greenhouse gas emissions

(2020/21: 21%)

Cumulative operational
offshore wind capacity
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(2020/21: 9.61GW)

Carbon emissions
avoided as a result of
offshore wind renewable
energy generated

(2020/21: 14.1mtCO2}

Operational waste
recycled

L
¥

{2020/21: 73%)

Customer satisfaction
score

{2020/21: 86%})

Employee engagement:
‘Great place to work’ score

(2020/21: B4%)

Health and safety:
Lost Time Injury
Frequency Rate

A
{2020/21: nfa}

Number of unemployex
people gaining
employment through
our Recruit Regional
programme

(2020/21: 88)



Our business at a glance

Who we are

The Crown Estate is a unique business which
has served the nation for more than 260 years.
We are responsible for a diverse portfolio which
encompasses some of the most remarkable
places and spaces across England, Wales and
Northern Ireland.

Established by the Crown Estate Act of 1961 as an
independent commercial business, over the past
ten years we have generated more than £3 billion
for the benefit of the nation’s finances and seen
the value of our portfolio increase by more than
£8 billion over the same period. We believe we
have a remarkable opportunity to do even more
moving forward to serve the nation, taking a
greater holistic view on how we add value.

Qur purpese

Creating lasting and shared prosperity for the
nation drives everything we do and unites us as
one business. Qur purpose is our ‘north star’,
defining our role, the cutcomes we want to create
and who we want to benefit,

It empowers us to make an impact in today’s
changing and uncertain world and enables us to
focus on creating meaningful and lasting value
for today and the future.

How we work

At the heart of our success is our dedicated and
expert team of people who demonstrate passion
and commitment every day. We work hard to
nurture enduring relationships with our
customers, partners and the communities in
which we operate.

Together we deliver our strategy which is focused
on serving national needs where we have a clear
role to play, ultimately delivering financial,
environmental and social value for the nation.
Qur scale, diversity and convening power enable
us to bring people tagether to develop and deliver
innovative and entrepreneurial solutions to
national challenges. By creating something better
for future generations, we believe that we can
deliver shared, sustainable value.

The Crown Estate 'ntegrated Annual Reportand Accounts 2071/272



Qur culture and values

Our values are the guiding principles that define our culture
in order to bring our purpose to life. As well as guiding

our actions and behaviours internally, they shape our
engagement with stakeholders externally as to how

we do business and what can be expected from us.

Caring

We are committed to looking
after the world around us
and each other. That's why
we are stewards: we seek to
take care of people, reflect
on our actions and carefully
consider long-term impacts.
To leave a positive legacy for
generations to come, we
treat people, places and

the environment with the
care and respect they need
to thrive.

Creative

We believe that creativity
enables us to unlock new
ideas and solve problems.
That's why we strive for an
irclusive culture where
diverse perspectives and

approaches are encaouraged.

To be a true catalyst for
change, we embrace
original thinking and the
best ideas.

Strategicreport

Together

We work together and with
others to deliver on our
purpose. That's why we
focus on building strong
collaborative relationships
with cur customers,
stakeholders and
communities. To build
trust, we focus on
understanding the real
needs of those around us.

Impactful

We believe that positive
impact and financial
performance must go hand
in hand. That's why we
challenge ourselves to
deliver the key social,
environmental and
financial factors that
underpin prosperity. In
always striving to add
value, we ask ourselves
how our actions align with
our purpose and make a
meaningful difference.

Governance

52-91 92-131

Financial statements

Additional information
132138

Our strategy is enabled by our
business model, delivered through
our-activities and tracked by our .
pm;formance measures :

Read about dur businass
modatonpagui&-is

Read about dur parfonnance '

: ,meawreaanm- 19
* Raad shout our strategy n

o actlononmn40-54

...creating broad financial,
environmental and social value...

Read our Financial review
on pages 34-38

Read our Environmental
review on pages 21-27

Read our Social review
on pages 28-33

...and underpinned by strong
governance and leadership...

Read about our governance
on pages 62-91

..which manages risk
and uncertainty.

Read about our risks
on: pages 55-81

The Crown Estate Integrated Annual Report and Accounts 2021/22
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Regional

Our diverse Regional business includes prominent retail and
leisure destinations across England, as well as a strategic
land portfolio with significant mixed-use development and
regeneration potential. We also own business parks, logistics
and warehousing. Our aim is to shape successful destinations
which meet the evolving needs of our customers, and play our
part in creating thriving and climate resilient communities
across the country.

20Kk

Potential number of new
homes which could be
accommodated across our
strategic land portfolio

100m

Estimated visits to our
Regional destinations

5 Read more on
7 pages 49-51

London

As one of the West End’s largest property owners, we ocwn
and manage some amazing spaces in the heart of London,
primarily around Regent Street and St James's. We have a
leading role to play in helping London retain its global city

status, by fostering vibrant, diverse environments. We are
investing to achieve net zero and responding te disruption

in sectors such as office and retail, and the way people live,

shop and work.

10m sq ft

Our mixed-use central
London property portfolio

| @Exploreewassats onfine st

> Read mare on
» pages 45-48

4k sqm
Green space added as

part of our Wild West End
partnership

. TheCrownEstate Integrated Ahnga% Report and Accounts 2021722
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Our year at a glance

This year we have undertaken a number of exciting initiatives as we put our new
strategy into practice. This selection from the last 12 months gives a flavour of
what we've been up to, with further examples throughout the report.

Career starting
opportunities

Qur Coast Explorer internship programme
offers people interested in a careerin the

marine environment a chance to gain skills,

knowledge and experience relating to this
exciting sector, as part of our Maring team
and with partner organisations in the
South East.

Industry first for
green travel

Rushden Lakes in Northamptonshire is
the first retail and leisure destination to
receive accreditation from Modeshift
STARS for a sustainable trave! plan.
Aiming to make active and sustainable
travel a feasible choice for as many

customers and visitors as possible,
initiatives include free bike repairs and
maintenance sessions.

“It allowed me to explore,

learn and upskill myself, build
stakeholder relationships,

and network extensively
throughout Kent. As a result of
the internship, I was employed
by Kent Wildlife Trust, whereI
now work as a Marine
Conservation Officer.”

Sherece Thompson, 2021 intern

2021 ) > > >

Welcoming elite athletes
to the Long Walk

Windsor Great Park was honoured to
host some of the world's elite wheelchair
athletes in preparation for the

t ondon Marathon.

Over a number of days, the Windsor team
facilitated the training, with the Long Walk

providing an iconic backdrop and unique . . )
venue for the world-class sthletes. RemOVil’lg barrlers

to opportunity

In a first of its kind partnership for us,
we have collaborated with BAFTA to
support the exciting redevelopment

of 195 Piccadilly. The building will be a
c¢reative centre for the film, games and
television industries, and house the
charity’s first-ever dedicated space for
its year-round learning and talent
development programmes. The
partnership underpins our shared
ambition to remove barriers to
opportunity for all. This unique initiative
builds on the work we do to support
culture in our destinations and pramote
employability skills to young people.

.\'

] The Crown Estate Integrated Annual Report and Accounts 2021 /22
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Starting conversations on
mental health

We are proud to have supported a new art
trail at Crowngate Shopping Centre, to
open conversations about mental health
and the suppert that's avsilable.

The aim of the art trail is to spread
positivity by sharing steries of resilience
from local people who have experienced
grief, illness or postnatal depression and
how they managed their mental health.
The series has been commissioned by
Herefordshire and Worcestershire
Health and Care NHS Trust and charity,
Onside Advocacy.

A
AR
Rt

&

Additional information

92131 132-136

An immersive
green journey

Guided by a virtual Sir David Attenborough,
more than 10,000 visitors enjoyed an
immersive augmented reality journey into
the secret kingdom of plants and travelled
through six digitaily enhanced worlds at

55 Regent Street, created by Factory 42
with BBC Studios, and powered by EE 5G.

Working in partnership with The Green
Planet AR Experience, as venue partner we
provided space for this exciting experience,
as part of a number of sustainability
focused pop-ups on Regent Street. It was a
unigue opportunity to bring the natural
world to life in the heart of the West End.

2022

Delivering a
retail advantage

It's vital we understand our customers’
changing needs. To facilitate a deeper
understanding, we have launched a
new digital product, Retail Advantage.

The platform, initially rolted out across
our Regional portfolio, is helping to
improve the guality and quantity of
data from our customers, givingus a
better understanding of their
performance and performance drivers,
so that we can tailor our service’
propaosition to help them grow and
remain relevant in the rapidly

evolving marketplace.

The Crown Estate Integrated Annual Report and Accounts 2021/22 .
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Investing for healthy,
productive and
biologically diverse seas

InJanuary 2022, partnering with Natural
England, Scottish Government (Marine
Scotland) and the Royal Saciety for the
Protection of Birds (RSPB), our Offshore
Wind Evidence and Change programme
committed over £12 million to three
significant research projects that will help
to enable the coexistence of offshore wind
farms with a thriving marine environment.

This is part of a wider investment which has
seen 23 projects awarded over £22 million
of investment and support from our £25
mitlion ‘kick-starter’ fund since its launch
last year. .




Chlef Executlve s rewew

_Creatlng better outc:omes
for our stakeholders

“We re aiming tocreatea companyfor the
country, with the capabthty, culture and
partnerships to continue the good work we
have inherited _foryears to come. '

Dan Labbad
Chief Executive |

a8 The Crown Estate Integrated Annual Report and Accounts 2021/22

The relevance of The Crown Estate
has never been clearer. Whether it's
the increasing global focus on
restoring and protecting our
environment for future generations,
or the naticnal need to renew and
regenerate many of our built
environments as we emerge from
the pandemic, our assets giveus a
privileged position from which

to contribute meaningfully

to these profound challenges

and opportunities.

While our performance this year has
been against a backdrop of change and
disruption, good business is about
balancing both a short and sustainable
long-term view. This is also how we view
‘value’ - delivering profit back to the
public purse and, in deing so, investing to
protect and enhance the environment, as
well as seeking to meet the needs of
different communities. Over the last ten
years we have generated more than

£3 billion for public spending, drawing on
a portfolio that has more than doubled in
value in that time to £15.6 billion, and
supported the develcpment of a strong
pipeline of 43GW of offshore energy
already in operation, construction or
planning, in support of the UK's national
ambition of up to 5O0GW of clean,
offshore energy by 2030.

The reality is that the accelerated pace
of change we've seen inrecent yearsis
here to stay. Behind much of this lies the
disruptive power of technology, and the
way it continues to transform how we live
our lives, from work to ieisure, health,
services and beyond. Alongside this we
face increasing urgency of the dual
environmental crises of climate change
and biodiversity loss. In this, the role of
business is evolving, as governments
increasingly look to partner with industry
and the private sector for solutions, and
husiness itseif takes a mare progressive
approach to the contribution it wants to
make to the world. This is a daunting yet
arergising challenge, for which we have
been transforming oursetves so as te be
well placed to play our unique role.

Her Majesty The Queen’s
Platinum Jubilee

On behalf of all of us at The Crown
Estate, | would like to take this
opportunity to congratulate Her Majesty
The Queen on Her Platinum Jubilee,
which is not only a remarkable milestcne
in itself but an achievement from which
we can all take inspiration. Her reign
continues to be a unique reflection

of what it means to serve, and the
standard through which we hope tc
reflect our own service and legacy.



Qur strategy and the world
around us

We explore the trends impacting our
business in more detail on pages 12-13.
Qur strategy, which we recast last year,
is about making the most of our diverse
national portfolio to create broad
financial, environmental and social value
for our stakeholders, cur customers and
ultimately the whole nation. This
represents a pivot for The Crown Estate:
adeliberate broadening of the role we
can play in the UK, and a real drive to
identify and realise the potential of both
our combined assets and experience ta
contribute to national gnals

QOur strategy is also enabling us to
respond more flexibiy to unforeseen
events. For instance, the increased focus
on energy security as a result of the
devastating invasion of Ukraine has seen
us accelerate our activity and boost our
skills and capability within the business
to play a full part in the rapid growth of
offshore renewables over the coming
years. This will be animportant
contribution to the new offshore wind
ambitions set cut in the recent British
Energy Security Strategy.

At its heart, The Crown Estateis a
landowner. Qur role is to make that land
work as hard as possible for the benefit
of the country, both today and into the
future. How we do this may vary across
our diverse portfolio - but in all cases this
means taking a sustainable approach,
partnering with those around us and
determining how best value can be
derived, ensuring that any short-term
financial returns both complement and
provide a pathway to longerterm
financtal, environmental and social goals.

This diversity brings us strength and
resilience; it gives us the breadth to apply
learning from one area of our business to
another. We are looking at how we can
use our pertfolio in an even more active
way, and bring innovation and new skills
in to complement the approach we've
taken to this peint. The solutions we
adopt - whether digital or approaches to
data, energy and sustainability - canbe
applied right across our portfelio, putting
us in a position to have an impact on a
broad range of national opportunities for
many years to come.

For example, our London estate needs

a focus on decarbonisation, digital
empowerment and adapting to societal
trends, while also retaining its
prestigious status among visitorsin the
face of the major disruption caused by
the pandemic and its consequences. The
sustainable development planning we do
in our Regional portfolio and cur strong
biodiversity focus in Windsor both
inform our approach to modernising

the London portfolio.

Strategicrepart Governance
01-81 5°-91

Across the country, we will be assessing
the potential of mixed-use developments
to improve regional economic growth and
prosperity while supporting communities
with purposeful envirenments. Our rural
landholdings serve a vital national
agricultural need, but are now under
increasing pressure to adapt and serve
an environmental need - with rewilding,
carbon sequestration and enhanced soil
management among the new areas we
need to curate. While our Marine
portfolio is critical to both the UK's
energy security and net zerg ambitions,
we face a careful and complex balancing
act to support the growth of new
technclogies in a crowded space and a
delicate marine envircnment. These are
just some of the changes that we are
embedding into our operations, aligned
with our purpose and strategy.

Qur performance

White the year was punctuated by
changing restrictions, with the Omicron
variant in particular impacting retail
activity during the important Christmas
period, the economy recovered faster
than we expected. Our proactive
approach to working with customers
resulted in significantly lower
concessions and bad debt costs than
last year.

Far the financial year 2021/22, we made
a net revenue profit of £312.7 million,
which is £4 3.4 million higher than last
year. This is ahead of our agreed target
of £269.0 million, but still below
pre-pandemic levels.

As we look forward we see a dichctomy,
with our Marine business continuing to
play a key role in enabling the UK's
ambitious journey to net zero, while our
London and Regionat portfolios face
stress and uncertainty from economic
headwinds. Inflation is rising to a rate not
seen for many years, impacted further by
the war in Ukraing, leaving household
budgets under ever increasing pressure.
This is at a time when some of our
customers' businesses are continuing to
adiust to structural changes in their
markets and their balance sheets are
stretched following the pandemic. While
we are a resilient business established to
thrive over the long term, these dynamics
will continue to be felt by our customers,
creating uncertainty in the short to
medium term.

Last year we announced the outcome of
the Offshore Wind Leasing Round 4
{Round 4) bidding process, which could
provide up to 8GW of green electricity
subject to approval following the
Plan-Level Habitats Regulations
Assessment process In April 2022

we announced the conclusion of

this process, assured by the Audit
Committee, and gave notice to the UK

The Crown Estate Intograted Annual Repert and Accounts 2021/27
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and Welsh governments of our intent to
proceed with the Round 4 plan on the
basis of a derogation.

The Welsh government has not lodged
any cbjections to the notice, and we
await further direction from the UK
government.

This means that we are not yetina
position to be able to record any Round 4
income in our financial statements.

The vatue of our total portfalic has
increased by 8.3% from £14.4 billian to
L£415.6 billion. Our one-year total return is
12.0%, outperforming our annual MSCi
bespeke total return of 9.9%. On a three-
year rolling basis, it is B 3% against our
annual MSCI bespoke benchmark of
2.3%. Excluding the impact of Round 4,
on a three-year rolling basis, our
performance is just 0.3 percentage
points ahead of the bespoke benchmark.

The vatue of our Marine portfolio
increased by 22.0% to £5.0 billion,
driven largely by offshore wind, in
particutar the Round 4 valuation. The
relatively modest capital value ascribed
to Round 4 s due to ongoing caution over
future Round 4 cash flows, and a high
discount rate applied as a result. We
would expect the value of Round 4 to
continue to grow as this uncertainty
recedes. Read about our Marine portfolio
on pages 40-44.

The value of our London portfolic has
remained flat at £7.7 billion, which
reflects improved trading conditions
compared with last year, balanced with
a mixed outlook Qur office values have
increased slightly due partly to an
ongoing shortage of prime stock,
although this was offset by a modest
reduction in the value of our retail
properties. Voids (including properties
under deveiopment) across our London
portfolio at 31 March 2022 are broadly
similar to that at 31 March 2021.
Howaever, void rates will increase in the
financial year 2022/23 as we investin
our spaces when leases naturally expire
and as we prepare ta re-start our
development pipetine. We have been
pleased to welcome a number of new
customers to our portfolio, which are
included in our more detailed London
review on pages 45-48.

Cur Regional portfolio has increased

in value by £0.2 hillion to £1.7 billion,
reflecting improved investor sentiment,
and higher footfall with resilient trading
at our out-of-town retail parks, with
activity across the rest of the sector
relatively subdued. Our average void rate
for the year was 6.8%, which, although
high compared with the three-year
average of 5.4%, proved resilient
compared with the MSCi benchmark of



Chief Executive’s review continued

6.2%. More broadly, we are repositioning
our Regional strategy to support the
need for inclusive regeneration and
econamic development. Read more on
pages 49-51.

Our Windsor & Rural portfolio takes in
nearly 200,000 acres of land, including
the Windsor Estate. Income from this
portfolic is primarily derived from farm
and residential rents, alongside visitor,
filming and events and forestry income
from Windsor. Last year's profits
increased to £18.0 million, as the visitor
operation at Windsor rebounded strongly
from the pandemic. Read more on
pages 52-54.

Health and safety

Inlast year's report, we confirmed a full
review of our approach to heaith and
safety had been commissioned. Since
then, we have established a new, five-year
‘Safety First’ Group-wide strategy that
aims to fundamentally enhance how we
operate and places safety at the forefront
of our decision-making. This strategy
focuses on building greater resilience in
risk management through our systems and
processes, delivering a change in mindset
to one that puts safety first, and
developing our internal and supply chain
capability. Uitimately, we want to become
industry leaders, supporting more to do
the same. We recognise the under-
performance against our health and safety
targets and the need to focus further on
injury prevention. While the new strategy
and cultural shift will take several years

to deliver, it will be a key catalyst for
broader operational change. Read more
on page 29,

The sustainability challenge

Last year saw a number of important
global milestones in the race to tackle the
climate emergency, with world leaders
meeting in Glasgow for COP26 and the
Intergovernmental Paneal on Climate
Change publishing its stark assessment
of the challenge. It is clear that time is
not on our side, and even with current
global commitments, a dangerous level of
warming of over 2°C seems likgly.

Itis therefore no surprise that two of
our Group strategic objectives relate

to our rale in helping address the dual
environmental crises of climate change
and bicdiversity ioss. The last year has
seen us take steps to put ourselves in
the best possible pasition torise to the
challenge. We continue to recruit new
expertise across the Group and have
put in place new structures ta drive
accountability and support delivery.
These include a strengthened central
Sustainability team overseen by the new
role of Executive Director, Purpose,
Sustainability & Stakeholder alongside a
Board-level Sustainability Committee.

We have aligned our business to the 1.5°C
goal of the Paris Climate Agreement and
have set a target tc become a net zero
carbon business by 2030, and climate
positive thereafter. This is alongside our
central role in enabling the UK's growth
of offshore renewables and increasing
the carbon sequestration potential of
land and sea, while also protecting and
restoring biodiversity. This is set outin
more detail on pages 21-27.

This won't be easy and we can't do it
alone, but it is the shared challenge of
our generation and we will do alt we can,
working in partnership with others, to
make a lasting and positive difference.

The role of data

The pace of digital transformation means
that the property industry is likely to
change more in the next ten years thanit
has in the last hundred. Just as electricity
networks were once retrofitted’ inte cities,
at The Crown Estate we're on the journey
of retrofitting digital capability into our own
portfolio, to ensure that we can continue to
provide the services our customers need.
We are changing the way we operate, and
have set out a pathway to becoming a truly
digita organisation. In addition, because
we recognise the growing importance

and power of data, we are investing
significantly in some foundational projects
that champion data. For example, the
Marine Data Exchange - a publicly
accessible free data archive comprising all
offshore data collected by our customers

- will prove immensely valuable to
developing the UK's offshore renewables
sector. We are in the middle of a
revolutionary shift that is far from over and
there is much more we can and must do

Our people and networks
I'mincredibly proud of the people | work
with; | love the passion and commitment

| see every day, drawing energy and
inspiration from our network of
stakeholders, customers, the
communities we serve and our supply
chain partners. Our national footprint
puts us in a unigue position to make a real
difference and be a force for good for the
whole nation, but we can't do this onour
own. We aim to make the most of our
ability to convene and bring pecple
together, in order to develop progressive,
innovative and collaborative solutions to
the challenges of today and the future.

Building a truly inclusive team and
incorporating diversity intoe everything
we do is not just about ensuring our
people can thrive, butis central to
creating a stronger business. We want
our warkforce to represent the country
that we serve, and we know that there is
more we can do. Culture flows from the
top of an organisation, and so in the past
year we have had a particular focus on
hiring more women at a senior level, and
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improving our diversity balance across all
areas of our business. As a result, 45%
of our nawly formed Group Leadership
Team and 57% of our Board are women,
marking an increase from 30% and 50%
respectively. Through schemes such as
reverse mentoring, we are also seeking
to create a greater understanding of the
lived experiences of coileagues so that
everybody is recognised for their
strengths and feels that they belong.

Ws've welcomed a number of new
colleagues to The Crown Estate over the
last year, as we've built new teams and
grown our capabilities. Engaging our
people has been particularly important
during this periad, and we were pleasad
to see that the vast majority (89%) of
colleagues said they were proud to work
for The Crown Estate in our most recent
people survey. While 78% felt it's a great
nlace to work, we recognise this is an
underperformance against the UK
benchmark. It has given us some clear
indications of areas in which we need to
do more and we've developed a new
People strategy (see page 30} to help our
people reach their full potential.

Although the pandemic has continued to
impact our ways of working, it has alsc
helped us adopt a more flexible and
dynamic approach to how we work. At
the same time, it has been excellent to
welcome colleagues back to our offices
and spaces in greater numbers, with all
the vibrancy, collaboration and energy
that this brings.

Looking to the future

We've set out a pathway to change the
organisation so as to be able to play our
part in tackling broader chalienges and
use our unique combination of assets,
capabilities and experience to the clear
benefit of the country. We won't get
everything right at the first attempt, but
we will do our best to learn from our
experiences, listen to our stakeholders
and make a genuine effort to do the right
thing - recognising that we live in a worlc
with divergent views on what good looks
like. That's what will keep us on our toes,
continuing to build an organisation that is
constantly striving to live its purpose and
have a positive impact. We don't just
believe this is a pice to do, but essential
to our long-term success. We're aiming to
create a company for the country, for the
future, with the capability, culture and
partnerships to continue the good wark
we have inherited for years tc come.

Dan Labbad
Chief Executive

g June 2022
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;fhe Queen’s Platinllm;;;}i;i)ilee

This year the nation celebrates a unique milestone
as Her Majesty Queen Elizabeth I1 marks Her
Platinum Jubilee. We are joining in the national
celebration with a number of events across

our portfolio.

We are very proud of our heritage
and our ongoing relationship with
' ‘é Her Majesty The Queen.

et The Queen’s asscciation with
The Crown Estate dates from Her
coronation, when Her procession
passed along Regent Street and
through St James’s.

During Her reign, we have been
fortunate to welcome Her Majesty
and other members of the Royal
Family to our offices, and Windsor
Great Park has hosted many Royal
celebrations over the years. Her
Majesty’s close connection with
Windsor is well known and His
Rovyal Highness The Duke of
Edinburgh acted as Ranger of the

! Great Park for almost 70 years.

! To commemorate Her Majesty’s
Platinum Jubilee we have planted
two new avenues of 70 trees each in
the Great Park and will also be
creating a number of Jubilee woods
across our wider Rural portfolio.

The Platinum Jubilee is not only a
| remarkable milestone in itself, but
an achievement of lifelong service
and commitment from which we
can all take inspiration. Her
Majesty's reign continues tobe a
unigue reflection of what it means
to serve, and something which
everyone at The Crown Estate will
continue to aspire to in our own role
to serve the country.
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Our changing markets

MAJOR TRENDS

These are the major
trends that are
impacting our business
and how we are
responding to them
through our strategy.

SECTOR TRENDS

Workplace

Investors and occupiers are increasingly
upbeat about the future of the workplace
with little evidence to show that
occupiers are yet scaling back, but there
is arisk demand will weaken as hybrid
working becomes the norm. We expect
occupiers to continue to pivot towards
better guality, modern, well-located,
amenity-rich buildings that are aligned to
their sustainability aspirations,

The government’s agenda is broad
- managing significant priorities
at home and abroad.

‘What this means

After facing the deepest recession in
100 years, 2021 saw most of the UK’s
regional economies return to pre-
pandemic levels, though the financial
burden of the pangemic continues tc
have areal impact. A broad government
programme, focused around the net
zero transition, domestic energy
security and |levelling up, is set against
the challenges of rising inflation, a
dormestic cost of living crisis and the
impact of war in Ukraine. Government
and business are best placed to
navigate these challenges together and
in doing so unlocking opportunities for
a fairer, greener and more prosperous
economy.

Qur response

Our national footprint and position
between public and private putsusina
unigue position to be a positive force
that supports these long-term national
needs. In our Marine business, we
contribute towards the UK's net zero
and energy security agendas by
unlocking sustainable developmentcn
the seabed and enabling the growth of
new industries. In London and the
Regions, we are bringing together
capital and capabilities to sensitively
renew our cities and towns, investin
new homes and infrastructure and
create economic opportunities across
the country. Finally, by investing heavily
in decarbonisation, digital and
technology, we are developing new skills
and capabilities, supporting industry
development, future proofing our
business and positively contributing
towards issues of national significance.

Energy

The UK government has policy ambitions to
deliver up to SOGW of offshore wind capacity
by 2030 alongside ambitions in emergent
technologies including floating wind and
carbon capture. The ambitions will need to be
balanced with protection of the marine

environment and face delivery challenges frem

planning and cansenting processes among
others. To help mitigate these challenges
significant policy reforms are underway
including the establishment of the Offshore
Transmissicn Network Review and the
announcement of a Future System Operator.
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Time is running out to reverse
the trajectory of climate change
and biodiversity collapse.

What this means

Sustainability is more talked about
than ever, but progress remains slow.
Planetary science demands an urgent
and radical change in the way we live -
and societies globally are rallying
behind the call for a different and more
sustainable paradigm. Biodiversity and
circularity will be the foundations of
this future, with incentives for
transforming models for land use that
balance sustainable and regenerative
agriculture with other land uses and
nature recovery. Energy systems and
markets are undergoing radical change
as renewable energy technologies
continue to scale as part of our
transition to net zero. Significant
capital will be critical to achieve 2050
targets, and callaboration between
public and private players will be
essential to removing remaining
barriers to investment.

Our respense

Through delivering our strategy across
our portfolio we have the opportunity to
convene to amplify our collective
impact. We will continue to protect
Windsor's ecclogical uniqueness; seek
to balance the seabed's potential to
contribute to energy transformation
with its protection and restoration; and
explore how our rural tand can deliver
diversified and sustainable best
practice. Across our real estate
portfolios, we will tackle associated
emissions in line with our SBTs, and
explore how regenerative principles can
shape these urban spaces.

Retail

Demand remains for the best spaces but
the type, voiume and make-up must
evolve. For retailers, uncertainties
around footfall and spend are the two key
challenges, with higher input costs,
labour shortages and the incursion of
online spend all relevant. For consumers,
tong-term thinking and conscious
consumption will inform new shopping
behaviours, within a context of the rising
cost of living.



Social and economic inequality
is more marked post-COVID-1g,
while a sense of cornmunity has
become more important.

What this means

The financial impact of the pandemic
has been compounded by recent
inflationary pressures. Forecasts
suggest growth will slow across the
UK's regions this year, with declinesin
average weekly earnings widening the
inequality gap and putting even greater
pressure on household spending. In
addition, an undersupply of good
quality housing, weak employment
growth and underinvested regional
infrastructure are also long-term issues
that - allied to post-pandemic trends
towards localism and a greater
emphasis on community - support the
systemic need for levelling up.

Our response

We have arole to play inresponse to the
UK’s nead for inclusive regeneration -
both in the UK's regians and in London.
By using our convening power,
cverseeing and investing into broad and
long-term opportunities for urban
renewal, we can support economic
development and the creation of
prosperity across the country. For our
Marine business, a kay aspect of scaling
existing and new technologies will be
ensuring that local and national markets
emerge to support their development;
investing into these supply chains,
including skills, will be a critical part of
cur ongoing role.

Agriculture

Government policy supports a green
agriculture transition in the UK together
with growing markets focused an
nature-based solutions to meet net

zero and biodiversity objectives. The
Environment Act 2021 introduced
several new measures including
conservation covenants and a stipulation
that developers must deliver at least a
+10% increase in biodiversity as a
condition of planning permission.

Strategic report Governance
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The pandemic has had a profound
impact on how we work and spend
our free time - untethering work
from locations and compounding
innovation in consumer markets.

What this means

Convenience and experience will
continue to shape the nature and rcle
of physical places and spaces. For
consumers, the convenience and
immediacy of digital channels is forcing
retailers to innovate and develop even
more personalised, immersive and
interactive experiences, underpinned
by a focus on speed and ease. For
employees, this trend has accelerated
the wish to work from anywhere and
driven a desire to reskill in alternative
industries. The pandemic has caused
widespread re-evaluation and spurred
a colfective reckoning around values,
lifestyles and goals. Wanting to live
with more purpose and meaning,
people are aligning their values to
action and increasingly seek more
flexible, sustainable and rewarding
ways of living, with a renewed
appreciation for community.

Our response

To meet the post-pandemic needs of cur
customers we need to work much more
closely with them in partnership, being
flexible and agile and looking to share in
mutual successes and failures. This will
mean embracing and trialling new
products and services, store formats
and business models. We will alsc look
to reposition parts of our portfolio to
rmeet these needs, either through a
greater mix of uses or an increased
focus on consumer experiences. Qur
purpose and values ensure that how we
operate is aligned with what our
customers expect of us.

Minerals

The UK has the largest marine
aggregates industry in the world,
meeting close to 25% of the sand and
gravel demand of England and Wales.
The market has remained resilient,
reflecting the continued strength of the
construction sector through 2021.
Supplies of marine aggregate are
expected to become increasingly
important, due to the growing scarcity
of land-won reserves, and the crucial
role that the product can play in
suppoerting climate change resilience.

Financial statements Additional information
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New technologies are bringing
together digital and physical
wotlds to create new ways of living,

What this means

During the year, society has continued
to move further online, offering a
glimpse into what a digitally connected
future may look like. We are moving to
an era of fiuid hyper-connectivity with
virtual living becoming a reality for
many. Reliance on tech and data is
growing expanentially. Investment into
automation, 5G and the upcoming 6G
will enable new thriving markets. As the
physical and virtual converge and more
time is spent onling, lifestyles are being
transplanted into the digital world.
Competing with physical and cnline
space, the gaming industry has
become a playground for brands and
consumers. Technology is driving the
emergence of digital clones of real-
world objects or systems which are
starting to transform how cities are
designed and managed. Virtual reality
is the future of immersive business.

Our response

Our strategy commits us to being a
digital-first business. This will see us
invest significantly in technology, not just
to optimise cur operations, but also to
enhance customer experiences and
create new opportunities for value
capture. Building an ecosystem of digital
and technology partners will be crucial to
this. immediate opportunities include
investment into data and infrastructure
to provide the transparency required
over the environmental performance

of our buildings, exploring new digital
retail business models or the patentiat

of the metaverse.

Infrastructure

As the world continues to become
increasingly connected demand for digital
and data services continues to grow. in
February 2020, 96% of households in
Great Britain had internet access, up from
57% in 2006 (ONS}, demonstrating
growth in digital energy consumption and
the need for appropriate infrastructure.
Techneology companies continue to
directly invest in telecommunications
infrastructure and restlience of networks
worldwide continues to play a critical role
in the planning and operation of systems.
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Our business model

Our business model describes how we deliver our
strategy and create value.

14

DRIVEN BY A
CLEAR PURPCSE

To create lasting and shared
prosperity for the nation.

Our purpose sets out our primary
reason for existence and guides the
evolution of our strategy at the
intersection between what society
needs and where we can specifically
and uniguely contribute.

It empowers us to make the most of
today's changing and uncertain world
and drives us to unlock our potential
and be resilient into the long term.

It gives us our 'north star’, setting out
our ambition for the future and the
kind of positive impact we want to
have. Our purpose flows through
everything we do and unites us as
one business.

. QUR RESOURCES AND

RELATIONSHIPS

We have identified five resources and
relationships which we draw on to
create value. We rely on these as vital
inputs into our business model and
are constantly transforming them
through our activities.

O Financial

]"{:)/ resources
=
Physical
-] resources
M

Natural
resources

((Q] ::?el:ple
l

Our customers,
ofmo partners and
m @ stakeholders
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WHATWE DO

We own and manage iand in, and the
seabed around, England, Wales and

Northern Irefand, and take a national
perspective on offshore renewables.

‘We optimise the use of our land
and capital

By careful management, we look

to optimise the use of our land and
capital across all our portfolio.
Through long-term investment in
and active management of our land,
activities, places, developments and
infrastructure we create value We
source capital through recycling and
partnering, allowing us to fund our
strategy and scale our impact.

We leverage our scale and diversity
We maintain a large, diverse portfolio,
but operate as one business. We take
a long-term perspective, drawing on
our unique strengths to create
enduring financial, environmental and
social value for our customers,
stakeholders and the natton.

We align with our customers’ goals
We offer our customers rights of
access, places to operate and
business opportunities. By aligning
our goals with those of our
customers, we set them on a path to
success while helping maximise our
long-term value creation.

We draw on our relationships and
unique status

We draw on cur brand, reputation,
longstanding relationships, and
people and know-how to convene
partners and stakeholders around
common issues, looking to catalyse
activity in our places, communities
and markets to create a greater
overall impact.

We invest in data and technology
We take a digital-first approach,
investing in data, technology and
new digital services to improve
productivity, efficiency and informed
decision-making for our customers.



Additional information
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OURUNIQUE STRENGTHS THE VALUE WE CREATE WHO WE CREATE VALUE FOR

As a commercial entity sitting
between the Sovereign and the
Treasury, we have a unique status

which creates valuable differentiation.

Trusted brand and reputation
We are known for guality and
integrity, delivered over generations.
We act in the public interest and
invest for the long term.

Independence and simplicity of role
We have clear targets and operate
independently. We are required to
have regard to ‘good management’,
which enables us to be flexible in the
long term.

Power to convene and catalyse

We can bring to bear our networks of
public and private partners,
stakeholders and customers to tackle
challenges and issues of commaon
interest that cannot be solved alone.

Our broad ownership
We have a diverse footprint across
England, Wales and Northern lreland.

Long-term view

We have an obligation to create value
over the long term, maintaining and
enhancing cur holdingsin a
sustainable way.

Qur Value Creation Framework allows
us to set out and measure the direct
financial, environmental and social
value we create, alongside the wider
value we can enable, in pursuit of

our purpose. Read more on page 20.

We aim to balance short-term and
long-term financial value, achieving
returns today while also creating
value for future generations.

Our strategy is committed to help
tackle the global climate and
biodiversity crises by creating
greener, healthier and more
sustainable places.

Through tackling inequalities,
putting health and safety first and
foremost in our decision-making,
and creating inclusive opportunities
and outcomes, we wiil play a
positive role for our stakeholders.

Enabled value

We actively manage the indirect
value we enable through our
activity, for example new jobs
created through the offshore
wind industry.

The Crown Estate intcgrated Araual Resort and Accounts 20°1/72

We serve the nation, whether it's
returning our profits to the Treasury
for public spending, or enhancing the
value of our estate to contribute to a
flourishing society and a healthy
natural environment.

Qur stakeholders

The
Sovereign

The
Treasury

OQur
customers

Qur
communities

Our
partners

Governments
ﬂ' and regulators

Read more
npages 16-17
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Stakeholder engagement

Our values guide the way we do business including
our engagement with stakeholders. Engaging with
our network of partners in a meaningful way is
fundamental to delivering our strategy.

We aim to make the most of our ability
tc convene and bring people together,

building strong collaborative relationships

in order to develop progressive and
innovative sclutions to sclve our shared
challenges. In doing this we can deliver

prosperity for all our stakehalders and the

nation as a whole.

Qur scale and diversity mean our
network of refationships and
stakeholders is varied and broad. The
way these interactions are managed will
depend on where in the business the
primary responsibility for these
relationships lies. Our stakeholders
range from the Sovereign, the Treasury,
governments and regulators through to
our pecple, customers, partners and
communities. At a Group level our
engagements primarily focus on policy,
brand enhancement, strategic customer
partnerships and our peopie, while our

individual business units manage many of

our day-to-day relationships with our
customers, communities and partners.

There is naturally crossover between
these groups, but in all cases we take
time to understand their current
challenges and future needs, and the
feedback and outcemes frem this
engagement are vital in shaping our
business and activities

For mare information on how our Board

aligns with the stakeholder requirements

of section 172 of the Companies Act
2006, see page 68.

Qur
customers

Who they are

Leaseholders, marine operators
and amenity members, as well
as people who regularly use

our spaces,

Whythey areimportant

— Customers sit at the heart of
everything we do and we work in
partnership to realise our shared
ambitions

How we engage

— We foster strong partnerships with
arange of customers, both directly
and working with our managing
agents, to drive customer
satisfaction through regular and
proactive engagement

— We measure outcomes through
customer satisfaction surveys

Example outcomes of engagement

— We aim for our customers to achieve
their goals and engage with cur
shared purpose

— We seek to convene our strategic
customer partnerships to leverage
broader value creation

— Joint weorking to meet the climate
emergency through actions that
bring benefits to our communities
and businesses
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Cur
communities

Who theyare

Interest groups, trade associations,
industry groups, environmenta!l
groups, marine interest groups,
heritage groups, businesses and
local residents.

Why they are important

~— The breadth of our business means
our community stakeholders are
diverse and face a wide range of
issues and challenges

— We engage with community
stakeholders to understand the
issues that matter to them and how
we can shape our approach to
deliver better outcomes for
everyone

How we eéngage

— Through regular meetings,
consultations and convening forums

— We are often uniguely placed to
convene a wide range of
stakeholders to understand and
take collective steps to address
issues facing specific sectors such
as offshore wind deployment or
enabling net zero

Example outcomes of engagement

— Establishing a lecally led
engagement approach across our
major regeneration and
development projects

— Working with disabled visitors,
reviewing the accessibility of our
destinations at Windsor and London

— Piloting a schools engagement
programme with Skills Builder
across strategic locations to
nurture sacial mobility



QOur
partners

Who they are
Strategic joint venture and
supply chain partners.

‘Why they are important

— We are committed to collaborating
with our partners, learning from and
with them to enable us to deliver on
our purpose and strategy

How we engage

— We have formal governance and
reporting processes in place to
ensure a shared vision and ambition
where we work together

— We are setting standards with the
faunch of a supply chain charter that
ensures cur partners are more
closely aligned with our purpose

Example outcomes of engagement

— Ewvolving shared visions with joint
venture partners

— Deploying a‘Safety First' health and
safety strategy

— Sharing best practice and practical
solutions to meet our net zero
commitments

Strategicreport Governance
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Our
people

Who they are
Our people who work for
The Crown Estate.

Why they are important

— Qur people are our greatest asset
and are central to the delivery
of our strategy

— This has been a significant year
of change for the business and
effective engagement is more
important than ever

How we engage

— From regular Group sessions with
the Chief Executive and wider
teadership team, to local team
meetings, to discuss updates such
as new structures, ways of working
and the new strategy

— Supplemented by regular updates
via email and local conversations,
for example in support of a more
formalised move to hybrid working

Example outcomes of engagement

— 89% of colleagues are proud to
work for us, and 78% feltitis a
great place to work according to our
most recent engagement survey

— We recognise further engagement is
needed to address concerns around
talent and opportunity, culture and
leadership (see page 30)

Additional information
137-136
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Governments
and regulators

Who they are

National, devolved and local
governments, regulators and
statutory bodies including
the Marine Management
Organisation.

Why they are important

— Public policy and regulation define
the environment in which we
operate. Working together enabies
us to create value for the nation

How we engage

— We foster open, transparent and
collabaorative relationships

— We do this through a mixture
of operational and strategic
engagement as well as
convening cross-governments
and industry groups

Example outcomes of engagement

— Working in partnership with our
diverse stakeholders to support the
long-term sustainable development
of the seabed

— Partnering with local authorities
to help communities and
businesses to navigate the
pandemic recovery, for example
with a skills and employment
hub in Northamptonshire
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Our strategy and performance against targets

In last year’s Annual Report we set out our ambitious new strategy.

Guided by our purpose and informed by below. Overarching this, our ambition transformation, we have kept similar
the major trends impacting our business, is to promote economic growth and performance measures in place, against
our strategy seeks to leverage our unique  support improvad productivity through which we report oppaosite, for 2021/22.
strengths and diverse portfolio to create all our activities.
holistic and long-term financia, For 2022/23 a series of new targets
environmental and social value for our The past year has been one of transition and key performance indicators will be
stakeholders, customers and the nation. as we put in place the foundations from set aligning to our new strategy.

which to deliver our new strategy. We've
Qur strategy is ancheored around serving built new teams, grown our capabilities
three key national needs where we see a and established new ways of working.
role for us to play. These are set out As aresult, while we undertook this

OUR STRATEGY

Qur ambition is to promote economic growth and support improved
productivity through all our activities.

Be a leader in supporting Help create thriving communities Take a leading role in stewatding
the UK towards a net and renew urban centres in the UK’s natural environment
zero carbon future London and across the UK and biodiversity

HOW WE DELIVER OUR STRATEGY

Each of our Strategic Business Units has a defined role to play in delivering our strategy,
ultimately creating financial, environmental and social value by enhancing both the value
of our portfolio and the return obtained from it.

STRIVING FOR EQUALITY OF OQUTCOMES

Our strategy delivers an ambitious set of long-term outcomes that can suppott the national
policy agenda, drive economic growth across the UK and maximise returns to the Treasury.

Financial impact Environmental impact Social impact
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Our performance this year

Our Growth in net revenue profit
2021/22  Achieve a net revenue profit

targets of £269.0 million.
How we R
performed -, IR R
thisyear ¢ net revenue profit
<
s
=
@ m
[ [9)]
A
o
19/20 20/21 21/22 -
Target
2019/20: £356.2m
2020/21: £370.5m
2021/22: £269.0m
SOCIAL
Our Customer satisfaction
2021/22  Qutperform the Institute of
targets Customer Service benchmark of
78% {January 2022).
How we
performed
this year of our customers are 'satisfied’ or

'very satisfied’

Benchmark

19/20 20/21 21f22

In each year London and Regional customers
were surveyed

KEY [ Achieved [BY Ontrack

Missed

Governance
5791

Read more on
pages 34 - 39

Total return

Cutperform our MSCi bespoke
total returrn benchmark on an
annualised three-year rolling basis.

outperformance of our benchmark

57

«©
~

5

Financial statemants
27131

137136

Greenhouse gas emissions
{GHG) intensity

Reduce our Scope 1 and 2
(location-based) emissions
intensity against our 2019/20
baseline.

P
T E

Additional information

reduction in absolute GHG emissions

intensity against the baseline

44 +C0sefm

29 tCe/m?

1
\
\

19/20 20/21 21f22
Without the impact of Offshore Wind

Leasing Round 4, our outperformance
would have been 0.3 (2020/21: 0 7)

Employee engagement
Qutperform the UK national
benchmark® for employee
engagement of 80% (2021/22).

*  Provided by Willis Towers Watson.

of employees think The Crown
Estate is a great place to work

&
@
@

:E_%- 78% | [B0% | Benchmark
|

i

|

i

! |

84%

1%9/20 20/21 21122

19/20 20/21 21f22

Read maore on
pages 21 -27

Read more on
pages 28-33

Health and safety
Qutperform a benchmark” of 0.50.
Our Lost Time Injury Frequency
Rate (LTIFR) enables us to better
assess any accident whichhas a
material impact on our people and
our supply chain employees.

* Informal pear group benchmark
established this year.

A
our LTIFR, representing an

underperformance against the
benchmark

A Independent limited assurance (see inside front cover)
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The value we create

The Crown Estate exists to create lasting and shared
prosperity for the nation. Our role as custodians of this
extraordinary business is to take a broad view of how that

value is defined.

Last year we set out a new way of
articulating how we consider our ability
to address the environmental and
societal challenges of today alongside
the financial and, in so doing, ensure that
the value we generate for the public
purse each year takes account of our
impact in all three areas and is
sustainable for the long term. This was
our new purpose - to create lasting and
shared prosperity for the nation. It is our
‘north star’ and guides every decision
we make, ensuring envircnmental and
social outcomes are intertwined with
financial targets.

We can't do this on our own, and our
network of partners, suppliers,
customers and stakeholders, along
with our talented and dedicated
colleagues, are central to our ability
ta make a difference.

“Our role as custodians of this remarkable
organisation is to take a broad view of how we
define value, ensuring envivonmental and social
s : 2 » * » we aim to deliver value in the broadest
outcomes are intertwined with financial targets. conan, while foeusing on the work of our

four Strategic Business Units to deliver
against our new purpose.

Judith Everett
Executive Director, Purpose, Sustainability & Stakeholder

Strategy in review

This section sets out our Group strategy’s ambitions and
long-term goals, demonstrating how we aim to deliver lasting
financial, environmental and social value.

In this section
E Read aur Envirenmentsl review
7 On pages 21-27

Read our Secial review
an pages 28-33

Read our Financial review
on pages 34-39

Cur Group strategy was recast last year
to support us in this ambition. Over the
following pages, we set out in detail how

The new role of Executive Director,
Purpose, Sustainability & Stakeholder,
reporting to the Chief Executive,
oversees Sustainability, is responsible
for brand, cornmunications and
gngagement, and is & member of the
Value Creation Committee that reviews
all capital approvals.

Strategy in action

This section sets out how our four Strategic Business Units
are delivering their individual strategies in support of the
wider Group ambition, aligned to our purpose.

In this section
Read our Marine review
7 on pages 40-44

Read our London review
on pages 45-48

Read our Regional review
on pages 46-51

Read our Windsor B Rural review
on pages 52-54
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Firancial statements Additional information
97131 137136

A healthy and thriving natural
environment is critical for us all and
as abusiness we are deeply aware of
our responsibility to have a positive
impact through our immediate and
longer-term activities.

Qur Group strategic objectives (see page
18}include being a leader in supporting
the UK towards a net zero carbon future
and taking a leading role in stewarding
the UK's natural environment and
biodiversity.

These are ambitious goals and over the
past year we have been restructuring our
business, recruiting expertise to deliver
progress against our strategy and putting
in place a new governance structure for
sustainability, which puts the responsibility
for its implementation with our four
Strategic Business Units (SBUs), guided
and supported by our strengthened
Sustainability team. Additionally, ongoing
wark to improve our data quality and
availability has been supported by securing
additional energy and carbon expertise
within the Group team. The new role of
Executive Director, Purpose, Sustainability
& Stakeholder, oversees the Sustainability
team and is a member of the Value
Creation Committee that reviews all
capital approvals. At Board level, the
formation of a Sustainability Committee
further strengthens our leadership and
governance in this important area.

Furthermore, to ensure integration of
sustainability within all business activity
we have established a working group for
biodiversity and incorporated net zero
into the cross-business group tasked with
driving transformation. We will
incorporate the Task Force on Climate-
related Financial Disclosures (TCFD}
framewcrk within cross-business
working, driven by the Finance function.
This integrated approach facilitates the
sharing of knowledge and a joined-up
approach in our response to these
issues, with the aim of developing
scalable sclutions to deliver maximum
g benefit.

The last year has been a landmark one in
terms of the science of climate change.
The intergovernmental Panel on Climate
Change published its Sixth Assessment

Z{;B Independent limited assurance (see inside
front cover)

3t Report and Accounts 2021/P2 21



Environmental review continued

Report. The message is clear: the window
far action is closing. To keep glabal
temperatures from rising more than 1.5°C
beyond the pre-industrial average, we nead
to cut all greenhouse gases roughly in half
in the next ten years. We welcomed the
orientation of the third part of the reportto
solutions, and are particularly focused on
the contribution we can play in the areas of
energy, land use, cities, buildings and
carbon capture and storage. At COP28 in
Glasgow, climate action took centre stage,
and the LN backed the Race to Zero torally
a broad coalition from across sectors
including companies, cities and local
authorities. However, even with current
commitments, the world is heading towards
a dangerous level of warming of over 2°C.

In parallel, efforts are intensifying to agree
a global deal to curb biodiversity loss, akin
to the Paris agreement on climate change.
A draft Global Diversity Framework has
been developed for discussion at COP15
{the fifteenth meeting of the UN
Convention on Biological Diversity) which
has been postponed several times due to
the pandemic. The Taskforce on Nature-
related Financial Disclosures {TNFD) has
also issued the first beta version of its risk
managerment and disclosure framewoark.
This is an important step in getting the
market to recogrise and tackle the risk of
nature loss. We will be working
progressively to align to its
recommendations as well as to those

of the TCFD.

Below we report progress over the past
year against our two strategic objectives
listed abeve and more supporting data to
this Environmental review can be found
online in our Environmental and Social
data supplement at: thecrownestate.co.
ukfenvironmental-social-data

Towards a net zero

carbon future

We are committed to playing our part in
addressing the climate crisis, and have
aligned our business to the 1 5°C goal of
the Paris Climate Agreement. We have
set a target to become a net zero carbon
business by 2030, and climate positive
thereafter. We have set ambitious
targets to ernable the growth of
renewablies offshore, and we are
committed to increasing the carbon
sequestration potential of land and sea,
while also protecting and restoring
biodiversity. Read more on our response
and approach ontine at: thecrownestate.
co.ukfnet-zera. Our 1.5°C Science Based
Targets {SBTs) are awaiting validation

by the Science Based Targets

initiative (SBTi).

Real estate decarbonisation

One to three-year real estate net zero
targets have been set with cur London,
Regional and Windsor businesses

covering carbon reduction in line with our
SBTs as well as for energy intensity and
data quality. We have also set targets
with our Rural and Marine businesses,
recognising their specific contribution
around carbon sequestration, clean
energy and reducing whole-life carbon.
This is in line with our Value Creation
Framework, measuring and being
accountable for environmental as well as
financial and social vaiue.

The challenge of achieving net zero
carbon and SBTs forces every business
not only to look at reducing direct energy
use but also to influence its stakeholders
up and down its value chains. This
presents further challenges regarding
data availability and accuracy. Additicnal
internal rescurce appointed in the year is
enabling us to carry out a thorough
review of ocur energy and carbon data.

We are developing and maintaining key
partnarships within our wide-ranging
stakeholders across all sectors in which
we operate. This gives us the cpportunity

Our2021/22 goals

to facilitate projects, and collaborate
with industry-wide grganisations,
governmental organisations and
nen-governmental organisations INGOs),
along with our customers and suppliers,
to provide and harness thought
leadership, best practice and energy
reduction projects at scale. Read more
on a key output of this engagement in the
case study on page 27.

Net zero progress

In last year's Annual Report we sat out
the action we had begun to take on cur
neft zero journey along with next steps.
The progress against these next steps is
shown below, along with some priorities
for the year ahead.

Alongside this, we continued to focus our
efforts onincreasing the supply of
renewable energy, reducing whole-life
carbon and increasingly working with
others to gain impetus and to achieve
scale of impact.

Our 2021/22 progress  Our 2022/23 priorities

Test and validate a
roadmap to achieve

Developed a high level
roadmap which has been

Embed a net zero
transformation programme

our net zero ambition  approved by the Board into our business for
effective delivery of our
S commitments
Approve our Submitted our SBTstothe Ensure the business '
1.5°C SBTs SBTi and are awaiting decarbonises in line with
- o their validation our SBT commitment
Update our Developed an appendix Further enhance our DSPs '
Development to the D5Ps providing ta reflect our enhanced

Sustainability
Principles (DSPs)

guidance on embodied
carbon, with targets, for
developers

environmentat and social
commitments

Completa a
decarbonisation
trajectory for ourreal
estate assets

Developed a trajectory
which is being used

as a toal to inform
decision-making

Work with SBUs to ensure
the affective use of the
trajectory to implement
the right interventions to
reduce our energy and
carbon intensity

Develop asset level
net zero plans setting
out medium to
long-term actions and
investments required
to achieve net zero

Developed further net
zero pilot plans including
for 30 Warwick Street,
London

Commission at least 15
additional net zerc asset
plans across our SBUs
and identify key actions

Implement ongoing
energy efficiency and
carbon reduction
measures oh our

real estate

introduced energy saving
measures such as
installation of automatic
meter readers and LED
lighting replacements

Set targets for Landon,
Regional and Windsor

real estate for carbon
reduction, energy intensity
and data quality

Work closely with
developers to grant
seabed rights for
the first UK carbon
storage facilities

Continued to work with
the North Sea Transition
Authority (NSTA, the
carbon storage regulator]
and government to
conclude leasing rights
for the first two Track-1
industrial cluster projects

Work with the NSTA to
identify how we best
raspond to market interest
for further carbon storage
projects, to enable the
achievement of
government targets

while balancing other
seabed uses
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Increase the supply of clean
renewable energy

Clean renewable energy is critical to the
achievement of global net zero carban
emissions. Our biggest apportunity and
contribution to the UK's net zero goal is
through our role as the enabler of offshore
wind energy generation around England,
Wales and Northern Ireland. During
2021/22, across our seabed holdings,
cumulative operational capacity in the
offshore wind sector increased frem
9.61GW to 10.78GWA (an increase of
1.17GW)E Together with operational
capacity in Scotland, this positions the UK
as the second bigaest offshore wind energy
generator in the world, behind China

The actual generation of 34.0TWh
of energy during 2021 /22 equates
to avoided carbon emissians of
13.3 million tCO-.

The UK offshore wind pipeline at

31 March 2022 stands at 43 0GW.
Capacity emerging from Round 4,
proposed Celtic Sea floating wind leasing
and the Crown Estate Scotland’s ongoing
ScotWind leasing process could take the
total pipeline to 80.1GW.

Floating wind is a growing opportunity

to increase the supply of clean renewable
offshore wind energy in deeper seas. In
close consultation with stakeholders,

we have been seeking input into plans

to unlock at least 4GW of floating wind

in the Celtic Sea, delivering new capacity
to provide clean power for almost four
million homes. You can read more on our
offshore wind story and its contribution to
the transition to a low carbon economy on
pages 40-44

Across our real estate portfolio, and as part
of our SBT commitment, we are targeting
the purchase of 100% verified renewable
electricity by 2030. Additionally, and whare
it can be accommodated, we generate a
small amount of renawables on site,
predominantly solar power on rooftops.
Over the last year 99%4 of our purchased
electricity (where we are responsible for
procuring the energy) was from renewable
sources (2020/21: 71%). The purchase
of renewable electricity is shown in the
market-based carbon emissions data in the
tahles on page 24. For more information on
our methodology see thecrownestate.co.
ukfassurance-reporting

Recognising there will be increasing
demand for the supply of renewable
energy, across our Rural portfolio we
have been exploring the potential of sites
for renewable energy development. We
are engaging with development partners,
customers and local stakeholders on the
feasibility of a small number of sites, to
supplement our existing smali-scale
renewable energy installations.

Strategicreport Governance
0381

57-31

Additional infermation
1372136

Financial statements
ar131

Task Force on Climate-related Financial Disclosures (TCFD)

We have been using the TCFD framework as a tool to inform our
strategy, to drive our assessment of transition risk and necessary
adaptation measures. As part of our voluntary compliance with
disclosure recommendations we report as follows:

Governance. Board oversight of climate-related issues has been significantly
increased by the establishment of a Board-level Sustainability Committee.
Our Board's activity on climate-related issues is detailed on page 88-890.

Strategy. Our strategy works towards the mitigation of climate change: to be a
leader in supporting the UK towards a net zero carbon future; and to take aleading
role in stewarding the UK's natural environment and biediversity. Examples of our
progress against these objectives are set out in this Environmental review.

Rigk. Climate change is acknowledged as a key risk to our business. It is
incorporated into our internal risk management systermn and appropriate control
measures have been identified to mitigate the risk and further work will be
undertaken in fine with the TCFD framework. Further details and the process by
which we identify and manage risks is set out on pages 55-61.

Metrics. For a number of years we have been reporting absolute energy
consumption and energy intensity, as well as carbon dioxide emissions and
intensity from our assets where we are responsible for procuring the energy.
We have now started to report additional Scope 3 metrics as part of cur
commitment to 1.5°C SBTs. This data is shown on pages 24-25.

We also report the percentage of renewable energy purchased.

Reduction of whole-life carbon in
our operations and construction
Reduction of whole-life carbon is critical
to any net zero ambition. For us this
means reductions in our eperations and
construction projects, and engaging with
our customers to help them to also work
to reduce their emissions.

Operational emissions

Qur SBUs have net zero business plans
which set out their specific contribution
to the Group net zero agenda over the
coming year and longer-term milestones
up to 2030. These plans support our
Group-wide commitments including
SBTs. Qur next step is working through
the cross-business group to fully embed
our net zero transformation agenda and
integrate it into the development pipeline
through net zero plans at asset level.

Over the past year we have developed a
decarbonisation trajectory: a tool to aid
decision-making which maps out the
decarbonisation potential of our real
estate, the action required and associated
costs. This will be developed further and
updated with accurate data from our net
zero plans, enabling improved decision-
making on the interventions required to
reduce energy and carbon intensity.

Examples of interventions underway
include installation and maintenance of
Automatic Meter Readers for those
assets where we purchase the energy;
maximising rooftop solar panel
installation and other on-site renewables;

installation of light-emitting dicdes,
review of Building Management System
settings and the redesign of heating,
ventilation and air conditioning systems.

A programme of solar panel installation
at Windsor has supplied approximataly
30% of the energy used at Virginia
Water over the past year. We now have
smart building capability at the Savill
Building which gives a breakdown of
energy use for different categories of
use. Modulation of the biomass district
heating system has resulted ina 40%
reduction in energy use. All of these
measures give much greater
understanding and control of energy use
on the Windsor Estate, with online
capability and live dashboards.

Ensuring that our portfolio remains
Minimum Energy Efficiency Standard
{MEES) compliant is crucial to ensuring
our continued ability to lease our spaces.
Currently our MEES eligible portfolio is
regularly assessed for compliance and
whean appropriate energy saving
measures are implemented to maintain
compliance. As part of commissioning
the next set of net zero asset plans, we
will be comparing them with cur MEES
assessments to ensure the key
recommendations of the asset plans will
deliver an improvement to the Energy
Performance Certificate rating as well as
ensure we maintain compliance.

/:A\ Independent limited assurance [see inside
front cover)
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Environmental review continued

Cur energy use, energy savings and associated carban emission data for 2021/22 are detailed inthe following tables with explanatory

narrative, as required in the Greenhouse Gas (GHG) Protacol and Streamlined Energy and Carbon Reporting (SECR] legislaticn.

ENERGY USE - ABSCLUTE"?

Absolute (MWh) Like-for-like (MWh}
Year-on-year Year-on-year
2019/20 2020121 2021/22 % change 202021 2021/22 % change
Electricity 68,073 52,262 60,134 +15 48,396 57,839 +20
Fuwel 38293 28408 24270 15 24292 23205 -4
Total 106366 80670 84404% = +5 _ 72688 81044 = +11
Number of assets 158 145 136 6 120 120
Energy in.tﬁtymhj‘_m-z):“__ T 191 138 109 -20

1 All datarelates to those assets where The Crown Estate is responsible for pracuring the energy
2. Absolute figures for 2021/22 relate to $8% of our London and Regional portfolios and the Windseor Estate and for enargy intensity 73% of fioor area

3 Datareportedis Group-level intensity - see the breakdown between office/mixed-use, retail shopping centres and retail parks in the Environmental and Social data
supplement online. thecrawnestate co.uk/environmental-social-data

Absolute energy use across our directly managed portfolic has increased by 5% this year. On a like-for-like basis {properties with
data for the last two consecutive years) there has been an 11% increase. This increase was mainly due to increased occupancy
levels after the pandemic, with more people choosing to work in the office rather than at home. More detail of energy by source can
be found in cur Environmental and Social data supplement online at: thecrownestate.co.uk/environmental-social-data

GREENHOUSE GAS EMISSIONS ~ ABSOLUTE (SCOPES 1 AND 2}

2019/20 2020/21 2021/22
(tCOze) {tCOze} {tCOza)
Scope 1 Direct emissions from fleet and heating of buildings 7,457 5,546 3,495
Scopad Refigeramts' " wa _ na 285
Scopel ____ Ownedvehiclesandmachinery* ' nfa _ nfa 225
TotalScope1 7.457 5,546 40054,
Scope 2 (location-hased)  Emissions from generated electricityusage 9247 7681  7514%
.. GrossScopeland2llocation-based) 16704 13227 11,519
Year-on-year percentage decrease 9% 21% 13%
Scope 2 {market-based) Emissions from generated slectricity usage 1,760 4,253 1254
Emissions intensity 2018/20
{kgCO.a/m3} Relates to Scapes 1 and 2 only {baselina) 2020/21 2021/22
Total = _ _ kgCOeel* 0 44 28 = 22
Cumulative percentage decrease against
2019/20 baseline 34% 50%
1. Alldsta relates to those assets where The Crown Estate is responsibie for procuring the energy.

M)

Absolute figures for 2021/22 relate to 69% of floor areas {m?) of our London and Regional portfolios and the Windsor Estate.

3. Carbonintensity data represents 73% of floor area. Assets contributing to the intensity data account for 86% of the absolute energy consumed at properties where The
Crown Estate is responsible for pracuring the energy. See also data note 3 accompanying the Energy table above

4 For prior years owned vehicles and machinery emissions were included within direct emissions from fleet and heating of buildings A mare granular approach has been
adopted in 2021/22 enabling us to disclose the erissions for this categary. No data was collected for refrigerants in 2019/20 or 2020/21.

There has been a 13% reduction in absolute emissions from our directly managed portfolio over 2021/22. This reduction was driven by a
reduction in natural gas consumption and the decarbonisation of the UK national grid, partly offset by increased occupancy rates after the
COVID-19 lockdown We have updated our methodology ta significantly increase the percentage of floor area for which we disclose
the absolute and intensity of energy and emissions where estimations are requiredin the absence of raw data.

Estimations and uncertainty
We are always seeking to improve the quality of our data and to use the latest and most accurate industry models. Despite this,
environmental reporting in particular is an evolving area and our reporting necessarily involves certain estimates and assumptions.

Methodology and definitions

Summary methadology for quantification and reporting of energy and carben data

We quantify and report our arganisational greenhouse gas {(GHG] emissions accerding te the GHG Pratacol, using the aperational controf approach. Energy use data has
been collated and converted into carban dioxide equivalent {CO-e} using the UK government 2020 Conversion Factors for Company Reporting in order te calculate
emizsions from corresponding activity data.

Definitions

Location-based emissions: emissions from electricity usage calculated in accordance with the spread of energy sources in the National Grid over the year in question
fe g. fossii fueis and renewables),

Market-based emissions: emissions from electricity usage calculated taking into account the sources of the energy purchasad (e.g. validated renewable saurces) and
the carraspanding emissions actually released into the atmasphere (i e. as a result of the purchase of non-renewable sources).

=
/R Independent limited assurance [see inside front caver)
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Strategic report Governance
01-61

67-81

Carbon dioxide emissions - absolute {(indirect - Scope 3)
Our Scope 3, indirect, emissions are those we produce as a result of aur activity and include those produced as a result of work we
commission through our supply chain and those we enable through our leasing and licensing activity. They occur from sources not

owned or controlled by us.

INDIRECT EMISSIONS (SCOPE 3)

Additional information
137136

Financial staterments
97-131

2019/20 202021 202122
GHG Protocol category {tCOze} (tCOze) {tCO2a)
Scope 3 Category 3: Emissions from electricity and transmission
- __ distribution logses : 1,477 1048 1,130
Scope 3 Category 6: Emissions from business travel 181 52 20
Scope 3 Category 8: Leased vehicles/machinery/tools (see note 4above) nfa__ nfa 134
Scope 3 {location-based)  Category 13: Emissions: evidenced customer-purchased energy 8,232

Gross Scope 3 emissions

4 549 6,205

9,890 58

Year-on-year percentage (increase)/decrease

o1% 42 9) '

Scope 3 [market based)

Category 13: Emissions: evidenced customer-purchased energy

6 § ioe0 § o o

ADDITIONAL SCOPE 3 CATEGORIES TO BE REPORTED AGAINST AS PART OF OURSBTS

Scope 3 o Category 1: Purchased goods and services _nfa 99455 45523
Scope 3 Category 2: Capitalgoods 7 na 49054 27,315
Scope 3 Category 5: Waste generated in operations nfa 169 108
Scope3d Category 7: Employee commuting o nja 358 101
Scope 3 Category 13: Downstream leased assets nfa 42,051 41,311
Total gross Scope 3 emissions . 19677363§121,847
Year on year percentage (decrease) nfa nfa (38)%

Understanding the extent of our Scope 3
emissions and influencing their reduction
is a challenge which has to be overcome.
As with other organisations, we know
that our Scepe 3 emissions dwarf our
direct emissions. As part of our recent
SBT submission, we have assessed the
relevance and materiality of all 15 Scope
3 categeries. This year, we are reporting
five new emissions categories:
purchased goods and services; capital
goods; waste generated in operations;
employee commuting; and leased
vehicles/machinery/tools. We will
continue to increase the accuracy of cur
Scope 3 emissions calculations in order
to reduce uncertainty, as well as to

guide and track the progress of our

net zero commitment.

Our Scope 3 footprint has reduced from
196,736 to 121,847 tCOze this year.
This decrease was driven by a fall in our
spend on purchased goods and services,
particularly in higher intensity spend
categories, causing a reduction

in emissions.

A further breakdown of our Scope 1, 2
and 3 emissions, as reported above,
can be found in our Environmental and
Social data supplement online at:
thecrownestate.co ukfenvironmental-
social-data

Engagement with customers and
other stakeholders

Inarder to measure success in
decarbonisation, and to understand more

of our emissions down the value chain
{Scope 3), customer engagement is critical.

It is our ambition to work more closely
with stakeholders in order to support cur
net zero carbon aspiration. To this effect,
during the year we have agreed to include
ESG wording as part of several headlease
re-gears. This included the requirement to
procure renewable energy, undertake
annual energy audits, share data and
implement carbon reduction measures.
As we look to further roll this out, it is our
intention to flex the terms as required for
different asset and lease types. The
additional data will help us measure our
progress towards our SBTs and net zero
more accurately.

We are partners of the UK Green Building
Council (UKGBC} and Better Buildings
Partnership and are working
collaboratively across the real estate
industry to achieve net zero and the
decarbonisation of cur portfolio.

Working with our customers, sustainable
travel has been a big focus across the
Regional portfolic, andis one way in
which we can decarbonise our customer
and visitor emissions. Bespoke travef
plans have been developed for all
Regional destinations. At Fosse Park
(Leicestershire), Princesshay (Exater) and
Rushden Lakes (Northamptonshire),
there were various programmes and
events on active travel commuting during
the year, with centributions from the
local police, bike mechanics, volunteers

and relevant businesses. The
engagement has resulted in customer
pledges and greater public awareness
of non-car travel alternatives.

The next steps at our Regional
destinations are to improve the physical
infrastructure to encourage travel by
non-car modes and to reduce single-
gccupancy car use. A strategy to
increase the provision of electric car
charging paints will alsc be developed.

Construction emissions

Our development pipeline is being
reassessed in light of our net zero carbon
ambition. All new developments will now
have to show how they are contributing to
broader environmental and social value.
The DSPs are being updated accordingly,
a first step being an appendix providing
guidance on embodied carbon, with
targets for developers.

A Resilience Framework will also be
developed for master planning and
strategic land sites, which addresses
our response to climate change and key
principles and prigrities. The DSPs will sit
under this and, through their requirements,
direct delivery of the intended outputs

in development and the creation of
sustainable communities both from an
environmental and a social perspective.

/\A\ Independent limited assurance (see inside
frant cover)
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Environmental review continued

Stewarding the UK’s natural
environment and biodiversity
This strategic objective is closely linked
to the achievement of a net zero future
and we will actively look te use nature-
based solutions as part of our
decarbonisation programre. We have
adiverse portfolio covering the seabed,
urban and rural assets, and arein a
unique position to facilitate collaborative
projects. We have the potential to be part
of long-term, effective programmas to
enhance bicdiversity which, as well as
increasing carbon sequestration, can
deliver a multitude of other ecosystem
services which have social as well as
environmental benefits, such as flood
mitigation and increased health

and wellbeing.

Efficient and considered use of all natural
resources is critical to their continued
availability. Inline with circular economy
principies we aim to sustainably source
and use natural resources, designing out
waste and maximising reuse and
recycling across our real estate portfolio.
We are increasingly engaging with our
customers on this. Also, our DSPs are
being further enhanced to reflect the
growing environmental {and social) best
practice requirements of our
construction partners.

Over the coming year we will be working
across the business and with external
stakeholders to further shape our
ambition and aptroach in the area

of biodiversity.

We welcome Defra's review of
bicdiversity policy and recently took the
opportunity to respond to its
consultation on biodiversity net gain
[BNG}. We are keen to engage with Defra
to help shape a BNG market that delivers
highly positive outcomes for nature

and communities.

Operational waste -

end disposal breakdown

2021/22

[ Composting 4%

[ ] Anaerobic digestion 10%
. Recyeled tfollowing

| on-site segregation) 43%
Total Recycled 57%
Incineration off-site

g [with energy recovery} 43%

Below we report on waste and water,
clean air, habitat creation and
conservation. This includes detail on
how we are achigving more through
our work with industry and value
chainconnecticns.

‘Waste and water

Qver the past year, our generation of
operational waste increased to 5,476
tonnes in 2021/22(2020/21: 2,263
tonnes) (see chart below) reflecting the
return to more nermal activity levels as
footfall and activity increased.

We are analysing the composition of
waste from our Regicnal portfolic and
identifying site action plans to increase
recycling. Also, many of our Regional
customers have signed up with Toc Good
To Go, an initiative aimed at reducing
food waste and the contamination of
other waste streams by selling food
which hasn't soid in time ata

reduced price.

On our Londen portfolio, in collaboration
with our managing agents and
contractors, we have continued to engage
with restaurateurs on food waste to
achieve a reduction of waste generated
and increased recycling by our customers

There is a growing focus on circular
economy principles in the of fshore wind
industry. Our Marine team is engaging
with developers on what this means,
along with whole-life carbon emissions.
Our Managing Director of Marine spoke
on the importance of moving to a circular
econamy, at a supplier conference
described as the industry’s first major
event in the journey towards energy that
is not just renewable, but also zerc waste
in its production.

Additionally, we are participating in

the SusWIND project, which aims to
accelerate the development of materials
and processes that address the
recyclability of wind turbine blades.

The project is led by the National
Composites Centre and the Centre for
Process innavation, in partnership with
Offshore Renewable Energy Catapult

While we recognise our responsibility to
conserve water as a critical resource
across the Group, water consumption is
not as significant to our London and
Regional businesses as other
environmental impacts
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An ongoing challenge is our accessibility
to water data, and the ability to
understand the split of use between our
own and customer use, particularly on
the Windsor Estate with its historical
metering infrastructure. However, the
appointment of a sustainability analyst
for Windsor will ensure the more
accurate and regular measurement of
water use and abstraction.

Water use decreased across our real
estate portfolio by 15% in 2021 /22 with
405 873m3 used {(2020/21: 476,568m3).

External air quality

Improving air quality is a particular
challenge for London and our portfolic.
We are working as members of the
London Air Quality Network initiative {led
by Imperial College Landon), to monitor
nitrogen dioxide (NO>} and particulate
matter (PM2.5 and PM10) near Heddon
Street and at Waterloo Place. Itis
important that we measure air quality in
order to understand the effects of
innovation and where our efforts should
be focused - pooling valuable insights
and data with our partners. Over the
course of the year our readings showed
air quality to be averaging just within the
current UK targets.

Working with our partners, we are
considering how we continue to deliver
better air guality for all users of Regent
Street. We are still learning from the
temporary scheme brought in at Regent
Street as part of COVID-19 measures,
which included wider pedestrian areas
and a reduction in road space. As part of
this, we have installed cameras to
monitor vehicle numbers, types and
journey times - this will help us to
correlate the air quality data with the
type and volume of vehicles using Regent
Street at any one time, which will guide
decision-making on the sustainable
allocation of public space between
pedestrians, cyclists and vehicles

inthe future,

Habitat creation and conservation
As a founding member of the Wild West
End [WWE] partnership we now have a
sigmificant number of green roofs, green
walls and street planters installed in the
Regent Street and St James's area which
provide habitats for a wide range of flora
and fauna. Following the recent biennial
survey of all WWE sites, ours were
confirmed as providing a diverse range
of feeding sources for invertebrates,
birds and bats. The 2021 surveys
confirmed the presence of nesting black
redstart, one of the UK's rarest breeding
birds, within a nestbox on a green roof in
the St James's portfolio.
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Delivering a cleaner Westminster

In support of the Climate Emergency Action Plan
published by Westminster City Council (WCC),
we have played a pivotal role in setting up the

Zero Emissions Group.

The Windsor Estate supports a wealth of
species of flora and fauna and our
operattons are managed to protect them
to enhance their habitats and create
habitats for new species. An unintended
consequence of encouraging the public
to visit and take advantage of the Great
Park is that witdlife and habitats can be
disturbed or destroyed inadvertently.
Cur new Biodiversity and Conservation
Manager is evaluating the impacts of
visitors on the most important habitats
and species in order to formulate an
action plan.

The Windsor Estate supports a number
of rare birds, moths, fungi, beetles and
dragonflies. We have one of the most
diverse sites in the UK for dragonfly
species and are active in managing that
habitat and in creating new ponds and
wetlands. We manage our forestry and
filming operations to maximise the
breeding success of some of the rarer
ground-nesting birds such as the
woeaodlark, nightjar and Dartford warbler,
and have restored areas of lowland,
heathland habitat within the

working forests.

There are a number of Sites of Special
Scientific Interest {SSS)) at Windsor,
covering 2,980 hectares. All are
confirmed as in "favourable condition' by
Natural England. Maintaining the status
takes considerable effort andis a
continual process.

Cur ten-year landscape restoration and
replanting programme also continues at
Windsor. Read more in our case study
on page 54.

(] Read more online at
thecrownestate.co.uk/electric-
vahicle-2022

. Our extensive ownership of rural land,

extending to 175,000 acres across
England and Wales, provides opportunity
to work with adjacent, and like-minded,
landowners to develop some exciting
nature-based projects and natural
infrastructure which will alsc contribute
to our net zero commitment. Read more
on cur Rural strategy on pages 53-54.

Within our Marine portfolio we are
proactively working with local
authorities, NGOs and universities on
habitat creation, conservation and pilot
restoration projects, as well as
environmental research projects.

We also have arole in granting seabed
leases to enable such projects

to proceed.

Seagrass, sea kelp and salt marsh
habitat creation and restoration projects
are in progress or planned in various
places off the south coast of England
and in Wales. These habitats provide a
wealth of benefits including: food and
shelter for fish and other small animals;
improvement of water quality by trapping
sediment and absorbing nutrients;
reduction of wave turbulence; and
sequestration of carbon dioxide.

One example is the ReMEDIES Solent
Seagrass Restoration Project, which aims
to create four hectares of seagrass west
of the Beaulieu River. Following a recent
seabed lease, the project planted 20,000
bags of seagrass seeds in March 2022
with further planting ptanned in 2023.

JRCEE
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We are working alongside ten other
Westminster landowners who are ready
to push the boundaries on reducing
emissions. Seeing the potential for a
much broader impact across
Westminster, the Zero Emissions Group
and WCC subsequently linked up with
the Westminster Property Association
resulting in a joint pledge to work
together to create a Sustainable City
Charter to be launched in 2022.

Partnering with Volta Trucks and Clipper
Logistics, we are piloting a new fully
electric HGV from summer 2022 for our
retail freight consoclidation scheme. it will
decarbonise and consolidate deliveries
for our customers, helping to improve air
quality and congestion in the West End.
This is an example of the sort of project
expected to be advocated in the
Sustainable City Charter,

The Offshore Wind Evidence and Change
programme is helping to ensure that the
expansion of offshore wind can be done
in a way that best protects and enhances

. the environment. Read more on the
~ programme on page 42. An example of a

programme study currently underway is
the ‘remote tracking of seabirds at sea’
project which is being led by the Royal
Society for the Protection of Birds. This
pioneering project is trialling tracking
techniques to reveal mare about seabird
movements and survival in the North
Sea. If successful, it will be an
international first, allowing the project
team to collect ground-breaking data on
currently unmeasurable parameters.
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page 31). Framed around our people, as
well as looking outside of our business
into our sacial contribution to wider
society, this year we report on our
progress internally to support
colleagues, as well as our work with our
customers and the supply chain. The
discussion below on our new approach to
health and safety spans our work both
internally and externally.

More supporting data to this Social
review can be found in our Environmental
and Social data supplement cnline at:
thecrownestate.co.ukfenvironmental-
social-data

Supporting employment

in local communities

One longstanding initiative we are
involved with to support our ambition is
our Recruit Regional pregramme. Now in
its fifth year, the scheme has been
running at four of our regional
destinations - at Rushden Lakes and
Fosse Park, in partnership with the
Department for Work and Pensions, and
at The Gate and Silverlink Shopping Park,
in partnership with North Tyneside
Council. Across the four sites the
programme collectively placed 332
(2020/21: 88) unemployed people into
local employment. We also hosted three
regional job fairs during the year which
saw 325 people exploring opportunities
at our destinations. In January 2022, our
two-year partnership with North
Tyneside Council came to a close, and
our customers are now supperted by
related services in the local area.

This summer we will be organising our
first London job fair, specifically
designed for the hospitality sector in
response to the well-documented
challenges around recruitment. We will
be looking to inspire people to join the
sector and create excitement around
working in the West End, supporting our
custerners with their requirements, while
working with our partners to ensure the
event is accessible and inclusive to all
as we look to reach a diverse pool

of candidates.

Health and safety

During the year our Group Leadership
Team (GLT) and Beard have endorsed our
new approach to health and safety,
articulated through a new ‘Safety First’
Group-wide health and safety strategy,
and overseen by the newly created rale
of Executive Director, Operations. It aims
to fundamentally shift the way we see
health and safety by putting it first and
foremost in our decisicn-making. By
considering how we protect and care for
people in everything we do, we can
ensure that we are not only a successful
business but alsa have a positive and
lasting impact on our supply chain and
the industries we are connected to.

IR
N
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Through our new five-year strategy, we
wanl Lo become a leader in health and
safety, adopting a three-fold apgroach.
First, we want to create the right building
blocks for success to ensure we have
strong foundations to manage ongoing
risk; second, we want to inspire
exemplary safety leadership by
supporting our people to develop higher
levels of health and safety awareness
and competency; and third, we want tc
support the industries we work in by
being a leader in driving innovation in
safety. We aim to create significant

and immediate improvement, while we
invest in more strategic change for the
long term.

Last year we reported we were changing
how we measure our health and safety
performance and we have moved from a
focus on reactive measures that reflect
where we are today, to targeting
proactive measures also. This balance
between leading and lagging indicators,
includes a new measure that tracks
Positive Leadershin Activity, which
captures business-wide health and
safety leadership engagement. Qur
leaders hava significantly increased their
time and focus on safety and we now
have a mechanism for capturing and
celebrating this. Our GLT was given a
target of achieving 19 points, earned
through an accumulation of dedicated
time spent on health and safety. They
exceeded this target, achieving 23 points
collectively. By the end of the financial
year 2022/23, we aim to have expanded
the target to include every business
leader across our Group.

During the year, our Chief Executive
co-hosted two warkshops with leaders
from JLL and Savills, our London and
Regional managing agents. Attended by
colleagues from our business alongside
our managing agents, the discussion
covered how we work together to embed
and strengthen a culture of safety in
everything we do for our customers.

Our approach to health and safety
management was independently audited
by Internal Audit in October 2021 and
achieved 'Reascnable Assurance’. The
key findings reconfirmed areas we knew
needed to be strengthened, including
gaining greater assurance in the quality
of our asset data, and the need for a
finalised health and safety strategy
supported by a clear roadmap, which is
now in place. We also re-certified to SO
14001 and 150 45001 through external
independent audit.

Additionally, we were externally
benchmarked against a well-recognised
cultural maturity model - the Hudson
Culture Ladder. This model plots the
development of an organisation's safety
culture with each leve! distinct, enabling
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an organisation to see the areas they
need to focus on to progress their
cultural maturity This highlighted that
while we have some good systems in
place, health and safety is not yet
established consistently as a core value
across the business, again something our
new strategy is starting to address.

We have continued to grow our health
and safety team, and restructured to
embed dedicated safety resource into
each Strategic Business Unit (SBUJ. We
have also strengthened our specialist
areas such as fire safety and wellbeing.
Fire safety is a critical area which has
been recognised as one many industries
need to strengthen. We are committed to
staying close to learning and adopting
best practice in fire safety as it emerges
and now have internal resource in place
to lead this through a dedicated Fire and
Fabric Manager. This resource will also
enable us to capture and take action on
our own internal learning more
effectively along with responding to the
new fire safety legislation as it emerges.

In 2021/22 our staff Accident
Frequency Rate (AFR) was 0.58%
(2020/21: 0.21) and our staff Accident
Severity Rate {ASR) was 0.06

(2020/21: 0.02). This year, for the first
time we are capturing our Lost Time
Injury Frequency Rate (LTIFR) so that we
can better assess and work to prevent
any injury that has a negative impact on
our people. The LTIFR captures any injury
that impacted the injured person's ability
to go to work the next day and thereafter
following the injury. For 2021/22 the
rate was 0.61% underperforming our
newly established peer group benchmark
of 0.50. As we roll out our new 'Safety
First’ strategy we expect to see an
improvement in this measure.

We have had six (2020/21: two)
employee reportable incidents (RIDDOR)
to the Health and Safety Executive (HSE)
on directly managed assets, and seven
(2020/21: three) reportable injuries

to members of the public on assets
managed directly and by third parties.
On our construction projects we also
review our contractor accident statistics
and our Construction AFR was zero™
{z020/21:0.24).

The increase in some measures relative
to last year, including RIDDORSs, is not
reflective of an increased failure in
procedure, but often an injured person's
situational awareness. We recognise the
need to focus further on injury prevention
in every sense. Health and safety
reporting criteria can be found online at:
thecrownestate.co uk/assurance-
reparting

& Independent limited assurance (see inside
front cover}
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Social review continued

Details of our reportable incidents and
environmental incidents can be found in
our Envirernmental and Social data
supplement online at: thecrownestate.
co.ukfenvironmental-social-data

Wellbeing and mental health

We have a raesponsibility to positively
protect and enhance mental health and
wellbeing, and are committed to creating
environments in which everyone can
thrive by removing barriers that pravent
people from realising their full potential.

To accelerate and progress this ambition
we have appointed a dedicated Welibeing
Manager to lead our Welibeing Delivery
Group and work closely with our
diversity, equity and inclusion networks
to ensure our initiatives in this important
area make animpact.

As reported more widely in this report it
has been a year of transformation on
rmany fevels and as we moved out of the
pandemic lockdown and completed our
restructure, our wellbeing activity
focused on welcoming colleagues back to
the office and reconnecting. In support
of our ambition to build a culture at work
where everyone feels they can be
themselves, we ran a series of internal
events called 'My Whole Self where
colleagues shared their life experiences
on subjects ranging from post-traumatic
stress disorder to autism.

As well as 24/7 access to our employee
assistance programme, Lifeworks, our
wellbeing portal, continues to grow and
offers daily exercise classes as well as
quarterly wellbeing talks

Participation in external events and
discussions is an extremely valuable way
to learn what more we could be doing. We
continue our support for Estates
Gazette's Mental Health Programme
througtt calleagues’ participatior in
podcasts, and became members of a new
external wellbging forum, ‘Let’s Improve
Workplace Wellbeing'. Alongside this we
are members of the Health in
Construction Leadership Group which
helps unify an approach to worker heaith
protection and the promotion, adoption
and implementation of best practice
processes and initiatives.

We have 51 mentai health first aiders in
the Group, equating to 9.4% of our
people. Each mental health first aider
undertakes year-round training to ensure
continuaus learning and regular
opportunity to meet and learn from
fellow first aiders. Training workshops
covered topics from self-care to anxiety
and autism

We have a low sickness absence rate for
the business of 2.03% (2020/21: 1.66%)

of working time compared with a national
average of 2.5% (2020/21: 2.9%).

Our People strategy

We have appointed an Executive
Director, People & Culture and developed
a new People strategy to empower our
people to realise their full potential and
enable the transformative growth
needed to deliver our ambitious Group
strategy.

Focused on three priority areas - culture,
talent and performance - its overarching
objective is to ensure cur people have a
sense of belonging, can bring their whole
selves to work and can be their best

and thrive.

We want an inclusive culture where the
customer and innovation are central to
the way we operate; we want to attract
and develop new and diverse capabilities;
and we want to build a workplace where
our people are empowered, diverse
thinking is encouraged and pecple are
recognised for their contribution.

As part of our new People strategy we
have redefined our Employee Value
Proposition {(EVP). It sets out what we
stand for: being a force for good united
by our purpose and what is unique about
us: our role as a catalyst for lasting and
sustainable change. Our EVP will drive
our people's experience with us through
the employee life-cycle.

Employee engagement

Our people are our greatest asset.
Effective engagement is essential to
ensuring our organisation, and everyone
init, is aligned to our purpose, feels
motivated, and understands the part
they can play in contributing to

OUr SUCCESS.

In what has been a transformational year
for the business, with significant change
across the organisation, effective and
frequent communication, with the
opportunity to feed back at every stage,
has been more important than ever.

Communication has ranged from
Group-wide town halls led by the Chief
Executive and wider GLT, to individual
team meetings to help colleagues
understand new structures, ways of
working and the new strategy. This has
been supplementead by regular emails and
conversations, particularly in support of
the move to hybrid working.

In the autumn we carried cut our annual
Group-wide employee engagement
survey, One Voice This is a deep dive
into employee engagement across ali
areas. It showed that the vast majority
{89%) of coileagues are proud to work
for The Crown Estate {2020/21: 93%),
and that 78% of respondents feltitis a
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‘Great place to work' (2020/21: B4%). At
78%, we acknowledge this is both below
the UK naticnal benchmark and where
we would like it to be. While it may in part
be driven by the restructure, it has given
us some clear indications of areas where
we need to do more - at Group level as a
direct result of the feedback, and locally
to ensure everyone feels confident and
empowered to identify further
improvements and make changes where
they see an opportunity.

Areas where there is an oppartunity for
us to improve include Leadership; Talent
& Oppartunity; and Culture. In
Leadership, we are widening our
leadership community to extend further
into the organisation and improve
connections and cohesion within this
group. In Talent & Opportunity, as
explained earlier, we have created a new
People strategy to ensure our people
reach their full potential. This includes
reviewing our approach to talent and
resourcing and introducing new practices
to support career progressicn. Alongside
this we have been designing our new
approach to performance management
Finally, in the area of Culture, we have
focused on internal engagement to
embed our purpose, values and strategy,
recognising that this is key to moving
forward and building the organisational
strength te deliver our new strategy.
Alengside Group-wide activity we have
been holding team-level workshops to set
out 'Qur Story’, articulating our Group
ambition and the role we all hava in
achieving this

Diversity, equity and

inclusion (DE&I)

Our ambition is to be an inclusive
organisation that represents our society
where all feel welcome, able to be
themselves and belong. While we know
we stili have a way to go, we have
recently built a good foundation and are
beginning to see the impact of the
changes we are making.

Colleague diversity
at 31 March 2022
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Learning from lived experience

We want our places to be for everyone and we're
committed to reducing and removing barriers from
our spaces to make them as inclusive as possible.

We recognise that culture flows from the
top of an organisation, and sg in the past
year we have had a particular focus on
hiring more women at a senior level, and
improving our diversity balance across all
areas of our business. This focus has
resulted in us recruiting more women than
men over the last year - 45% of the GLT
are now women {2020/21: 30%;}, while
579% of our Board (including Board
Counsellors) are women (2020/21: 50%;).
Qverall 43% of our employees are women
(2020/21: 41%;).

We have a DE&I group that focuses on
four key areas, each with its own network
- accessibility and inclusivity; gender;
LGBT+; and race, ethnicity and culture.
Around 8% of our people participate in
our four DE&I networks, inctuding a
dedicated GLT sponsor to support
activity and drive change. Each of our
networks raises awareness and host
events to support our ambitions to be an
inclusive organisation.

Last summer, we appointed a dedicated
D&I Manager to build on tha work of our
DE&| networks, and help us to develop a
DE&I strategy and inclusive employee
experience for everyone. We also
launched a reverse mantoring
programme which our GLT participates
in. The objective of the programme is to
share knowledge and lived experiences,
and to create a greater understanding of
difference. We have also put in place a
number of processes to support
unbiased hiring decisions and ensure
diversity of candidates, including diverse
shortlists and interview panels.

* | Read more online at
thecrownestate.co.uk/lived-

experience-2022

To make progress on social mobility, we
have completed our first social mobility
index to seek a baseline to work from,
and we will be setting targets which we
will report against in future years.

Data on colleague diversity can be seen
on page 30 and in our Environmental and
Social data supplement online at:
thecrownestate.co.ukfenvironmental-
social-data

Accessibility and inclusivity

The aim of our accessibility and
inclusivity network is to create
accessitle and inclusive places that
present positive opportunities and
experience for all regardless of physical
or mental disability er social background.

During the year, our work with
AccessAble continued and we have
completed accessibility audits and
guides for all our destinations. Through
these we are seeking to continuously
improve their effectiveness, including
monitoring engagement and piloting
direct outreach to communities to raise
awareness and share information. The
resulting feedback is reviewed according
to priority level and adjustments are built
into our SBU business plans.

We also convened customers,
stakehoclders and partners, including
landlords and retailers, for an
accessibility-focused event marking
Purple Tuesday. Together we examined
how, as key players in central London, we
can make it a more accessible city for
averyeone. This initial conversation led to

O
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Throughout 2021/22 we've been Lrialling
ways to actively seek out, listen to and
learn from people with lived experience
in and around our places. We have
established an informal panel of ‘critical
friends' from communities local to our
locations and with different disabilities
and different perspectives to share.

Initially we worked with Tim and Lisa,
inviting them to share their experiences
as visitors to the Savill Garden and
Windsor Great Park. Their feedback
proved so insightful that we've since
replicated the exercise in central London.
QOur London panel included Lydia, who is
autistic, Callum, who is vision impaired,
and Tanvi, an electric wheelchair user.
Their varied experiences and
perspectives enabled us to get a clear
understanding of the differant
considerations we should be taking
account of across all our destinations.

us establishing an industry collaboration
group to identify and deliver
opportunities for collective action.

Gender pay gap

As set out, we have a number of
pracesses in place to create greater
equity and support a workforce that
is more reflective of society.

Cur latest figures, which report our
gender pay gap data for the fifth year
and as at April 2021, show that the work
we have been doing to bring our pay gap
closer to balance has made a difference,
but we know we still have more to do
across all parts of our business.

Cur mean base pay gap now stands at
5.89%¢, slightly reduced from 5.9% in
2020. Our median base pay gap has been
brought closer to zero, at 1.9%<, up from
-6.3% last year. This has been impacted
by a number of factors, including
increasing headcount across our business,
creating new roles at a more senicr level
and individuals being promoted.

We will continue to challenge ourselves
te tackle some of the systemic
challengas that underpin imbalance, and
we will focus our actions where we can
make the biggest difference, as we strive
to build an ever stronger and more
diverse organisation, where everyone
has an equal chance to succeed.

< This data has been reproduced from our website
disclosure and has been independently assured by
KPMG LLP undar ISAE(UK]I3000, KPMG's
ungualified Limited Assurance Opinion can be
viewed online at: thecrownestate co.ukf
assuranca-reporting
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Social review continued

We are proud to be a Living Wage
employer, accredited by the Living
Wage Foundation since April 2015.
During the 2021722 financial year all
our people were paid the Reat Living
Wage as a minimum.

More information on the gender pay gap,
our methedology and the full report can
be found online at: thecrownestate.co.
uk/gender-pay

Learning & Development (L&D)
In & year of transformation for the
business, a lot of support and attention
was given to line managers, guiding them
through the processes around
implementing new team structures and
ways of working, and how best to
support their teams. This training was
pravided through a combination of group
workshops and 1:1 conversations.

L&D for new joiners was also a key focus
of the year. We welcomed a significant
number of new colleagues and launched
a digital induction hub, to create a
cansistent induction experience across
the business.

Alongside this, we launched our Digital
Academy, an anline learning platform, an
early first step towards upskiiling our
people in the area of digital, as part of
our wider digital transformation. Using
LinkedIn Learning, the platform offers
interactive learning courses to develop
digital learning paths to build knowiedge
and understanding of all things digital.

The average number of training hours per
person decreased in the year to 8 hours
{(2020/21: 10) Thiswasinpartasa
result of the pandemic continuing, and
also due to a focus on business
transformation and the associated
internal changes that took place. In the
year ahead our L&D activity will focus on
enabling our pecple to develop their

Average hours of training
per year per person

areduction of 20% on 2020/21
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capabilities in line with our new strategy,
develop their understanding of their own
purpose and support teams to achieve
success through diverse thinking,
collaboration and positive challenge.

Welcoming the next generation
During the past year we started tolaunch
our Next Generation programme, with a
view 1o rolling it out more formally in the
coming months. Through a combination
of apprenticeships, internships, work
placements, school leaver programmes,
secondments and a graduate
development scheme we want to
welcome people into the business to
develop their early careers withus,
alongside those of our more
experienced coileagues.

The programme wilt enable us to bring
fresh perspectives and diverse thinking
into the Group. It will aisc align our
selection and recruitment processes with
our DE&I goals, changing the way we
recruit, moving away from traditional
methods to ensure we remove barriers
and reach a more diverse paol of talent,
ultimately creating a more
representative workforce.

Once fully established, it will put inplace
the infrastructure needed to imprave our
offering to young people and those
starting new careers, aligning to our
purpose to enable more impact from the
opportunities we create. Read about

the experience of one of cur new
colieagues, Habtom Ckube, opposite.

During the year a number of colleagues
joined the business through the Next
Generation programme and in 2022/23
we will be looking to build on this,
including through offering a number of
opportunities for apprenticeships at the
Windsor Estate.

Also as part of the programme, we are
pleased to be participating in The
Sustainable50, a campaign aimed at
creating a cohort of 50 CRS apprentices
within 12 months, to create supply and
demand from young people and
employers alike around the CRS
profession. As part of the scheme we
recently welcomed Sumaya Ahrmed
Siddique as Corporate Responsibility &
Sustainability Apprentice; read more
about Sumaya's experience opposite.

Alongside permanent roles, we realise
the importance of also offering
opportunities for young people to gain
valuable work experience. Last surmer,
as part of an ongoing relationship, we
hosted three interns from the Reading
Real Estate Foundation - a charity that
provides pathways inta the property
sector for disadvantaged students - for a
one-month paid internship with us. We
also offered a bespoke 300-hour
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placement within our Finance teamto a
student from Kingston University who
was studying Accounting and Finance.
Another referrai from our partnership
with the Drive Forward Foundaticn, the
placement allowed the student to acquire
the working hours needed to equate to
fult university module.

The Marine team hosted an intern for its
Marina Research Internship Programme,
while in partnership with others it
welcomed three interns as part of the
Marine Futures North West and Coast
Explorer internship programmaes. All
interns have subsequently secured roles
within the marine sector.

Looking ahead to our plans for the rollout
of our Next Generation programrme this
summer, we are excited ta be launching a
graduate development scheme, and
participating in #10000Blackinterns -

a scheme seeking to offer 2,000
internships each year for five
consecutive years. Under the initiative,
we look forward to welcoming five
interns to our business.

Volunteering

Volunteering is mutually beneficia! for
the individuals and organisations being
supported, as well as for the volunteers
themselves. For this reason we actively
encourage our colleagues to participate
and everyone is eligible for two days’
volunteering per year. We recognise that
in addition to this, many of our colleagues
generously donate their time to causes
out of business hours. In the past year
these activities have ranged from
volunteering as Treasurer for the local
girlguiding unit, through to volunteering
as school governors and with the police
and St John Ambulance. We hope to
ingpire more people to volunteer through
arange of opportunities that build skills
as part of their personal development.
These additional volunteering hours are
not captured in the data reported below.

“I applied for a role at The
Crown Estate as I vecognised
a shared goal to champion
sustainability in its widest
sense. Itis early days, butI
am enjoying the opportunity
Thave been given to work

on projects across our
environmental and social
agenda and contribute
tomaking a differencein

the communities where

we operate.”

Sumaya Ahmed Siddique
Corporate Responsibility &
Sustainability Apprentice



We are delighted Habtom Okube
joined cur Marine team. Referred to
us through our partnership with the
Drive Forward Foundation, a charity
that supports young care leavers and
unaccompanied asylum seekers into
employment, Habtom initially
completed a three-month paid
internship delivering an overview

of the techno-economics of green
hydrogen productian from offshore
wind. Having impressed during his
time with us, Habtom has since
accepted the permanent role of
CCUS Programme Coordinator.

During the year we refaunched our
volunteering programme through
a Volunteer Expo with partner
organisations 'pitching’ their

cpportunities at an event for colleagues.

We continued to work with our existing
partners including the Drive Forward
Foundation, where our colleagues
volunteered their time as mentors and
formed new partnerships including with
Under One Sky - a charity helping the
hameless community by providing them
with snacks and clothing.

Staff voluntary turnover rate
% of total staff based on average
number of staff for each financial year

7.7
5—6“'“9““1 8.7 66
P
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We also launched a new pilot partnership
with Skills Builder, an organisation that
works with over 750 schools to help
teach essential skills to students. As part
of this pilot we arranged four 'Imaginative
Inventors' virtual trips where students
came up with ideas to make the
workplace more sustainable. Each of
thase events had four of our volunteers
who listened to the ideas and gave the
students feedback on how they had used
their essential skills.

In total 276 hours were volunteered by
8% of our people during business hours.
This is a decline on the prier year,
primarily as a result of disrupticn from
the pandemic and the Group restructure.
Through the relaunch of our volunteering
programme and sharing news internally
around colleagues’ personal volunteering
experiences we hope to increase
volunteering hours over the next

12 months.

Performance management

In the financial year 2022/23 we are
introducing a new approach to
performance management called
Connected Conversations. This approach
allows cur people and managers to build
their relationship through regular
conversations, focused on realising an
individual's potential. The aim of this
regular communication is to build a
performance plan which better connects
a person to their role, their development,
their welibeing and their manager and
team, as well as the wider Group's
strategy, purpose and values. Through
establishing better connections,
including between the Group’s business
objectives and what everyone does ona
day-to-day basis, we will empower our
people to deliver in their role, aligning

to a clear set of personal cbjectives

and a structured path for

perscnal development.

Staff turnover

This is our fifth year of reporting
voluntary turnover figures. We believe
this metric is mare meaningful than total
turnover as it relates to staff choosing to
leave the business. Although it is higher
than the prior year figure of 7.7%, it
remains relatively low at 11.1%, with
the national voluntary average rate

at 12.4%.

Customers

This year we surveyed customers of our
London and Regional portfolios.
Customer satisfaction remains high at
81%; however, this is a decline on the
prior year (2020/21: 86%). This figure
reflects the proportion of our customers
who are either satisfied or highly
satisfied, and outperforms the Institute
of Customer Service benchmark of
78.0% as at January 2022.

Additional information
132136
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We also measure our Net Promoter Score
(NPS), which tracks to what extent our
customers would recommend us. Cur
overall score is now 29.G, a decline from
41 .6 last year for our London and
Regional portfolios; however, we remain
ahead of the Institute of Customer
Service UK benchmark, which has

an average NPS of 27.5 as at

January 2022

Qur strong overall satisfaction score
reflected customers' views of both our
active management through the
pandemic and the good cennection they
have with us. Recognising that thisis an
area for constant improvement and
acknowledging the decling in our NPS {a
survey undertaken in AprilfMay 2021, a
year into the pandemic), we are currently
reviewing our oparating model in relation
to how we engage with our customers,
and defining a clear value proposition
with more active listening and
engagement to better understand their
current and future needs.

Working with our supply chain
We work closely with our managing
agents and supply chain and carry out
regular training and stress testing with
our managing agents, supported by our
business continuity plans, crisis
management and operational procedures
at an asset level.

In order to better leverage our supply
chain and form more effective
relationships with key suppliers, we will
launch our new supply chain charter
which sets out what our supply chain
should expect from us, as well as the
minimum standards we expect from our
suppliers in critical risk areas. To support
this we have implemented a category
management procurement model with
dedicated procurement resource.

We adhere to all applicable laws in the
UK, including those relating to human
rights and employment. For our supply
chain, which stretches beyond the UK,
we are committed through our
contractors and business partners to
operate in accordance with the Universal
Declaration of Human Rights, the
International Labour Organization Core
Conventions, and Human Rights
endorsed by the United Nations.

We take our obligation to demonstrate to
our stakeholders that slavery and human
trafficking does not occur within our
workplace or supply chain extremely
seriously, and have put the necessary
processes in place to ensure this is the
case. For more information see:
thecrownestate.co.uk/modern-slavery-act
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Our results reflect the resilience of
our portfolio as our business began
its recovery from the pandemic.
Looking forward, we face a contrast
between the continued stress and
uncertainty in some of our
customers’ businesses, and the
positive impact of our Marine
business, in particular Round 4.

Persistent economic shocks serve to
dampen expectations for a sustained
economic recovery, impacting our
London and Regional businesses. In

our Marine portfolio, offshore wind
generation continues to grow and,

in April 2022, we announced the
conclusion of the Plan-Level Habitats
Regulations Assessment (HRA), assured
by the Audit Committee, and gave notice
to the UK and Welsh gevernments of our
intent to proceed with the Round 4 plan
on the basis of a derogation. This could
pave the way to start to recognise Round
4 income in the financial year 2022/23.
Read more onpage 35

For 2021/22, our net revenue profit of
£312.7 millionnis £43 4 million higher
than last year - ahead of our agreed
target of £269.0 million, althaugh this
remains below pre-pandemic levels.

Despite starting the financial year in
lockdown and uncertainty created by the
Omicron variant during the important
Christmas trading period, the economy
recovered faster than we had expected,
reflected in cur improved performance.
Numbering just six, CVAs and
administrations abated and none of our
Regional customers entered into CVA or
administraticn, bucking the trend of
recant years and demonstrating the
etffectiveness of the government support
packages. However, we continue to
receive premia as our customers seek to
right-size their real estate portfolios and
while the one-off income flatters currant
year profit, it adds to our void rates at a
time when properties are taking longer to
let, and in an environment where
prevailing market rates are uncertain.



Looking forward, we will continue to
work in partnership with our customers
as many are still facing the challenge

of getting back to business as usual.
This is against the uncertain backdrop
of government support measures having
now ended, a squeeze in consumer
income and sharply rising costs
exacerbated by the war in Ukraine. This
is especially acute in the retail market,
where the pandemic has served to
accelerate structural changes. We expect
these economic headwinds to persist in
the short to medium term. Qur gross
rental arrears balance has reduced by
one third in the year, but remains

£40 milfion higher than pre-pandemic
levels. As a result, thare remains
uncertainty over the recoverability of
arrears and around the trading conditions
for the financial year 2022/23, both of
which will continue tc be areas of focus.

Declines in the value of our retail assets
abated and strong footfall in our
out-of-town retail parks, cormbined with
good trading and positive investor
sentiment, has resulted in a valuaticn
increase of £285.5 million in our
Regional portfolio. Following a strategic
review of our business and assets, and
aligning to our long-term ambitions, we
took the decision post year end to initiate
the disposal of four of our Regional
assets, which are currently being
marketed, as we look to genarate capital
for investment in support of our strategy.

Offshore Wind Leasing Round 4
As mentioned earlier, completion of the
HRA is required before we can enter

into the option agreements with our
customers for the six proposed Round 4
offshore wind projects. In April 2022, we
concluded this process, assured by the
Audit Committee, and gave notice to the
UK and Welsh governments of our intent
to proceed with the Round 4 plan on the
basis of a derogation. The Welsh
government has not lodged any
objections te the notice, and we await
further direction from the UK
government.

There remains the possibility that not all
of the sites that comprise the Round 4
plan will progress to be operational
windfarms, which is reflected by high
discount rates included in the valuation.
The Rouna 4 valuation has increased by
£456.3 mitlion primarily as a result of
being a year closer to potentially realising
income. Assuming the option agreements
are signed in the financial year 2022/23,
the risk associated with the early cash
flows will reduce significantly, which
would result in a further uplift in

the valuation.

~
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REVENUE ACCOUNT

2021/22  z020/21 Change Change

Em £m £m %

Revenue [exciuding service
charge income) 490.8 486 9 39 08
Direct costs (including net service
charge expense) ~ 783) (183020 539 @ {414
Gross profit 4145 356.7 578 16.2
Gross profit margin 84.5% 73.3% 112
Administrative expenses (56.7) {385} (182 473
Operating profit 3578 3182 (39.6) 12.4
Net investment revenue and
other income 26 (3.8) 8.4 (168.4}
Treasury agreements and
statutory transfers {47.7} {45.1) (2.6) 58
Net revenue account profit 312.7 269.3 {43.4) 16.1

As was the case last year, we have not
recorded any Round 4 income in our
revenue account income statement. We
will start to recognise the Round 4 option
fee income when the Agreements for
Lease have been signed. This could result
in up to an additional £73 million per
month of income being recorded in the
revenue account income statement.

Payments to Treasury

Given the continuing impact of the
pandemic on our business, we agreed
interim targets for the 2021/22 financial
year. Our financial target was to
outperform our net revenue profit of
2020/21 We are currently in discussion
with the Treasury about our future
targets that will both endure for the long
term, reflecting the changing nature of
our business, and are closely aligned to
our purpose, strategy and Value Creation
Framework.

At the date of preparing this report, we
have settled the entire 2020/21 net
revenue profit liabifity to the Treasury,
which we had agreed to pay in instalments,
given we cannot draw on our capital
account to cover operating expenses.

We will continue to make staged
payments of our 2021/22 net revenus
profit as revenue cash balances aliow,
although we are in discussion about
adjusting the mechanism once we start
to recognise the Round 4 income. All of
the 2021/22 net revenue profit remains
as a liability on our balance sheet to be
settled acress the next 12 months

as revenue cash balances allow.

Revenue account

income statement

Revenue has increased year-on-year
primarily as a result of three factors: an
increase in offshore wind operational
capacity and the impact of higher electricity
prices from offshore wind farms; one-off
income from customers seeking to exit
leases early; and increased mineral
extraction. This is partially offset by lower
revenue from our commercial property
assets as a result of customer concessions,
increased void rates and lower rents.

We have continued to work with
customers who are in arrears to reach a
fair and balanced agreement to settle
outstanding amounts. We have
successfully recovered more arrears
than we had forecast, resulting in a
write-back of £11 million during the year.
This is partially offset by both higher
repair costs as we take a safety-first
approach to our assets and the adverse
impact of increased voids.

Lower direct costs have resulted in

our gross profit margin increasing

11.2 percentage points from 73.3% to
84 5% After adjusting for the over
recovery against expectations of

£11 miillion, our gress profit margin has
increased 6.7 percentage points from
75.5% to 82.2%, and is now just short
of our pre-pandemic gross profit margin
of 84.6%.

Administrative expenses have increased
as aresult of accounting adjustments
totalling £10.7 million, which include a
one-off charge resulting from an IFRS
interpretation relating to software that
had previously been treated as a fixed
asset and the absence of a one-off gain
recorded last year. Our digital costs
have increased by £2.9 miliion as we
invest to change the way we operate and
become a digital-first organisation.

The balance is staff and recruitment
costs as we normalise after the
pandemic and start to invest in new
capabilities to deliver our strategy.
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Financial review continued

Net investment revenue has increased as
higher interest rates have combined with
increased cash deposits, dividends from
property investments have returned to
normal levels, and depreciation is lower
as aresult of the IFRS software
adjustment.

\We have retained more income as capital
this year in line with our Treasury
agreements and statutory transfers.
Read more on pages 115-116.

In total, our net revenue profit has
recovered from last year's low of recent
years, increasing 16.1%, although it
remains below pre-pandemic levels.

Gross profit

The bridge chart on the right sets out the
principal companents of the change in
gross profit.

QOur active approach to working with our
customers combined with improved
trading conditions resulted in
significantly lower concessions and bad
debt costs of £69.1 million compared
with last year.

Higher than average void rates in the
year have resulted in increased costs of
£12.3 million year-on-year.

Offshore wind revenue grew by

£6.9 million {25.1%) principally as a
result of increased operational capacity;
the effect of a full year's income from
wind farms that became operational last
year and the impact of higher electricity
prices. This is partially offset by lower
than average wind speeds during the
spring and summer of 2021,

Our like-for-like income decreased by
£5.9 million as the challenges facing our
retail customers manifest through higher
void rates and downward pressure on
income, partially offset by £5.0 million of
increased minerals extraction revenue,

Round 4 - key phases

—

1to 2 years \

R

(E879m non-refundable
deposits received)

- - /

Revenue estimates are subject to indexation.

Gross profit bridge

£414.5m

69.1 (12.3) 69 5.9)
| e —
356.7
Fy20/z1 Bad debts & Void costs QOffshore wind Like-for-lika FY21/22
cancessions
BALANCE SHEET
Mar-22 Mar-21 Change

£bn £bn £bn %
Total property at valuation 15.6 id.4 12 8.3
Cash 22 2.2 - -
Cther net fiabilities {1.3) {1.4} 0.1 (7.1}
Net assats 16.5 152 1.3 8.6

Balance sheet

MNet assets have increased by 8.6% to
£16.5 billion, driven mainly by a net
capital gain on our investment properties
of £1.2 billian, which is analysed on

page 37.

The principal comporents of our balance
sheet are investment properties and
cash. Cash and other net liabilities
include £879.C million of customer
deposits for Round 4. We will beginta
recognise the income when the option
fee agreements are signed. Other net
liabilities have reduced this year as the
VAT element of the option fee deposits

)
\

3to 10 years \

Revenue per annum {f

! output

* Predicated on HRA approval and the successfu! conclusion of the Agreemant for Lease aption process.
= 12.5m tonnes of C0: emissions avoidad, equivalent 1o 19% of the nation's annua! household emissions.
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Typically 3 years

f rental income per annum,
based on projected

Expected pregenerator/

—e

was paid to HMRC. In addition to the
customer deposits, other net liabilities
also comprise the net revenue profit to
the extent it has not been paid to the
Treasury.

- _ —

25t0 60 years
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Expected variable
revenue per annum
based on projected
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Investment property

The table on the right shows the fair
value of all properties as shown in the
balance sheet, following an independent
open market valuation of the entire
portfolio as at 31 March 2022 There
have been no changes to the valuation
appointments in the year.

The total value of properties increased
8.3% to £15.6 billion. Like-for-like
capital values have increased by

£1 2 hillion.

The property values as at 31 March
2021 have been restated as noted
on page 38.

The investment property vatuation bridge
on the right ilfustrates the changes in
capital value.

We have kept the development pipeline
paused for much of the year as we
worked through the implications of our
new strategy on our future development
pipeline, reshaped our development team
and carefully reviewed proposed
developments. We spent £67.4 million in
the year as we started refurbishments at
10 Spring Gardens and 2 Bessborough
Street, developed the adventure
playground at Windsor Great Park and
continued to invest in key capital
generative schemes such as Round 4 and
potential developments at East Hemel
and Rushden Lakes.

Property sales (including long-lease
extensions), capital receipts from
offshore wind projects and sales of rural
land together provided £106.9 million of
capital for future investment in the
business. The majority of property sales
took place above bogk value, generating
a capital gain of £62.4 million.

The value of our portfolio has increased
by 8.3% from £14 4 billion te

£15.6 billion. Our pne-year total return
is 12.0%, outperforming our annual
MSCI bespoke total return benchmark
of 9.9%. On a three-year rolling basis,
it is 8.3% against our annual MSCI
bespoke benchmark of 2.3%. Excluding
the impact of Round 4, an a three-year
rolling basis, our performance is just
0.3 percentage points ahead of the
bespoke benchmark.

The value of our Marine portfolio
increased 22.0% to £5.0 billion. This
growth is primarily within offshore wind,
specifically the Round 4 valuation. The
levet of uncertainty in the Round 4 future
cash flows is reflected in the high
discount rate applied to the potential
cash flows. This results in a relatively
modest capital value ascribed to Round 4
when compared with the potential cption
fee revenue and a significant increase in
value as the discount isunwound by a

Additional infarmation
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INVESTMENT PROPERTIES
Mar-22 Mar-21
Proparties at valuation £m £m
Investment properties 14,6951 13,562.0
Investment properties in joint ventures 708.6 657.8
Owner occupied properties 130.0 134.2
Other property investments 46.5 547
Total property at valuation 15,580.2 14,4085
VALUATION MOVEMENT BY PORTFOLIO
Capital revaluation
Value surplus
Mar-21
Mar-22 £bn
£bn {restated) £bn %
Londen 7.7 7.7 - -
Regional 1.7 15 03 20.0
Marine 5.0 4.1 c8 18.5
Windsor & Rural 1.2 1.1 - -
Total investment property 15.6 14.4 11 7.6
Capital gainondisposal 01 L
Capital gain 1.2 8.3
Investment property valuation bridge
£15.6bn
1,209.8
14,4085 1.4 67.4 {106.9) {
Mar-21 Purchases Capital Sales Capital Mar-22
expenditure growth

vear. We would expect the financial value
of Round 4 to continue to grow in the
short term as this uncertainty recedes.
Given recent volatility in energy prices,
in order to reduce variability in the
valuation, the independent valuers have
changed the cash flow assumptions to
use forward forecast energy prices,

as opposed to historical ones, which
together have served to further increase
the offshere wind farm valuations

by 3.8%.

The London portfalio was flat compared
to last year at £7.7 billion, reflecting the
balance between improved trading
conditions and the mixed outlook. Our
office values have increased slightly with
a continued shortage of prime stock and
the defensive nature of our long lease
portfolio continuing to prove resilient,
although this was offset by a reduction in
our retail properties. Voids (including
properties under development) across

cur London portfolio at 31 March 2022
are broadly similar to those at 31 March
2021 However, void rates are expected
to increase in the financial year 2022/23
as we invest in our spaces when leases
naturaliy expire and as we prepare to
re-start our development pipeline.

Driven by strengthened investor
sentiment and higher footfail with
resilient trading at our out-of-town retail
parks, our Regional pertfolio has seen a
net revaluation gain of £0.3 billion to
£1 .7 billion. Activity in the rest of the
sector remains relatively subdued. Our
void rate at 7.1% compares with a rate of
5.09% at March 2021. The Lendlease
Retail Partnership, in which we hold a
4.9% stake, sold both its assets in the
year at around book value. The
partnership is now in the process of
being wound up.
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Financial review continued

CASH FLOW

2021/22 202021

Em £m

Net cash inflow from operating activities 281.7 11,3393
Net cash (outflow)finflow from investing activities {22.0} 52.0
Payment to Consolidated Fund {299.9} (247.0)
Other items 5.7 (7.2)
Net cash {outflow)/inflow (345) 11371
Opening cash 21957 1,0586
Closing cash 21612 2,1985.7
Cash flow The Crown Estate

Our net cash inflow from operating
activities has declined as last year's
balance includes the receipt of the Round
4 deposits. It is significantly lower than
our net revenue profit as the VAT
associated with the Round 4 receipts
was remitted to HMRC during the year.
The netinvestment in our portfolios
described on page 37 contributed to an
overall net cash outflow from investing
activities of £22.0 million.

The Crown Estate is prohibited from
borrowing and founded on trust
principles, which in practice requires
capital, revenue and third party cash
deposits to be accounted for separately.
in order to ensure resilience of revenue
cash reserves, and with the agreement
from the Treasury, we implemented a
structured process for the deferred
payment of our net revenue profits for a
period of four years, which was available
to us from 31 March 2020. In the year
to 31 March 2022, £88.0 millicn of the
2018/20 and £201.9 million of the
2020{21 net revenue profit was settied
The remaining £67.4 million of the
2020/21 net revenue profit was settled
in April 2022. The payment of the entire
2020/21 rnet revenue profit of

£312.7 millicnis outstanding and is
expected to be remitted in the next

12 months.

Strategic partners

We manage £2.0 billion

(2020/21: £2.0billion) of assets on
behalf of our strategic joint venture and
joint operating partners. The marginal
increase of £28.2 million reflects
valuation movements in the underlying
assets as described above. Our partners
have invested an additional £8.5 million
across our poartfolio primarily in the
developments in Regent Street as well
as early stage investment in future
schemes such as the second phase

of St James's Market.

Pension Scheme

The pension arrangements are described
i detail in the Remuneration Committee
report on pages 82-87 and note 8 to the
financial statements. The Crown Estate
Pension scheme [CEPS) comprises three
sections, of which two {the Opat and
Quartz Core sections) are accounted for
as defined benefit schemes. Certain of
our staff also contribute to the Principal
Civil Service Pension Scheme, a multi-
employer scheme. Participation rates
across all our pension schemes are high
with 534 of our 563 people lincluding
seasonal members of our team at
Windsor) actively contributing to one of
our pension schemaes at 31 March 2022.

Contribution rates were 41.5% for the
Opal section and 17.1% for the Quartz
Core sections of the scheme. We believe
the scheme is well funded given the
nature of the scheme and the
demographics of the scheme members.

2020/21 restatement

Following a strategic review of our
business, the Rural portfolio moved from
the Regional portfolic into the Windsor
portfolio from 1 April 2021. The
segmeantal disclosures for the year to
31 March 2021 have been restated to
reflect the new Windsor & Rural
Strategic Business Unit, alongside the
existing London, Marine and Regional
Strategic Business Units.
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Presentation of financial
information

Our portfolio includes investments
managed directly by The Crown
Estate, including assets where
strategic partners share an interest
through a lease arrangement; those
which are managed through separate
joint venture entities; and those where
we hold a minority interest or are
managed by third parties on our behalf.
This report has been presented ona
proportionally consolidated basis. This
reflects The Crown Estate's
proportichate interest of the
underlying assets and liabilities, the
basis on which we view the business,
as it reflects our underlying economic
interest better than the legal form of
the investment. The proportianally
consolidated results are considered
‘alternative performance measures’, as
they are not defined under IFRS. A
reconciliation between the reported
results and these alternative
performance measures can be found
on pages 132-133.

Income statements

Our consolidated statement of
comprehensive income is presented
in two constituent parts: the revenue
account and the capital account.

The revenue we generate from
managing the portfolio of assets net
of associated costs and specified
transfers to the capital account
(statutory transfers and by Treasury
agreement} constitutes our revenue
account. All of the net profit
generated in our revenue account {net
revenue profit} is paid to the Treasury
for the benefit of the nation's finances.

Our capital account primarily
comprises net revaluation movernents,
gains or losses on the disposal of
assets and recoveries from the
revenue account income statement.
The main vofatility in the capital income
statement arises from net revaluation
mavements and gains on the disposal
of investments, which are explained in
note 11 on page 115. A more detailed
explanation of the revenue and capital
accounts can be found in note 1.

The Group’s taxation position
As all our net revenue profit is due to
be paid to the Treasury, The Crown
Estate is not subject to corporation
tax or capital gains tax. The Crown
Estate is subject to VAT and SDLT
and we aim to be transparent in our
dealings with HMRC. The Crown
Estate does not enter into any form
of tax mitigation which coufd credibly
be seen to be unethical.



Going concern and viability
The Board's assessments of going
concern and viability were carried out
in the context of the Crown Estate Act
1961 (the Act), which both constitutes
The Crown Estate and places certain

restrictions on us as outlined on page 69.

The Beoard has assumed the Act will
continue in place indefinitely.

The structured payment process for our
net revenue profit, as described an page
35, is available to us for another two
years. The Board expects that a
longer-term arrangement will be agreed
during that period.

The Board's process for assessment for
hoth gcing concern and viability included
consideration of: our principal risks
{which are detailed on pages 55-61; our
risk appetite; our strategy; the strength
of our balance sheet; the breadth of our
customer base; the range of sectors

in which we operate; and our

financial forecasts.

The going concern assessment

was completed ocver the period to

30 September 2023, where we hold
sufficient cash to meet cur liabilities for
the period under review without any
further income.

A five-year period was considered when
assessing our viability after considering
the corporate strategy timeframe,
development life-cycles and our
approach to capital forecasting. The
viability statement assumes ongoing
downward pressure on rents; lower
occupancy levels; contracted and
planned spend on major developments;
aswell as assumptions arising from our
Group strategy.
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Stress testing was performed by flexing
a number of assumptions in the revenue
and capital requirement forecasts
through a range of severe but plausible
scenarios. Under all realistic scenarios
The Crown Estate is able to continue to
satisfy all revenue and capital account
obligations over both the going concern
and viability periods.

The Board confirms it has a reasonable
expectation that The Crown Estate has
adeguate resources to continue in
operational existence for at least

12 months from the date of signing these
financial statements. In accordance with
the 2018 UK Corporate Governance
Code, the Board confirms that it has a
reasonable expectation that The Crown
Estate will continue in operation and to
meet its liabilities as they fall due, over
the five years to 31 March 2027.

Supplier payments

We aim to pay our suppliers within 30
days of the invoice date unless our
contractua! terms specify a shorter
period. We do not seek to extend
payment terms with our suppliers. Over
the past financial year, we paid 73% of
invoices within the target period
{2020/21: 73%;. This includes disputed
invoices, amounts recoverable from
third parties and invoices that were
received late.

On average, supptliers are paid within 36
days (2020/21: 37 days) of invoice date.
13% {2020/21: 12%) of invoices were
paid between 31 and 80 days and 14%
{2020/21: 15%) of invoices were paid
after more than 61 days

Additional informaticn
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There has been continued focus on
paying suppliers mare promptly as we
have sought to support our supply chain,
and payment days in the first nine
manths of the year averaged 34.
Payment days extended in the final
quarter of the year, but are expected to
improve through the financial year
2022/23. We have been working with
our managing agents to consolidate the
number of utility suppliers with the aim of
improving the speed with which we settle
utility invoices, a key drag on our
payment performance.

We do not offer our suppliers e-invoicing
or supply chain finance. We do not make
deducticns from supplier invoices. We
observe the principles of the Better
Payment Practice Code.

We continue to focus on building closer
relationships with our supply chain in
order to create a competitive advantage
for our business and better manage
costs. We anticipate issuing a supplier
charter in the next financial vear that will
guide our buying gractice and work with
our suppliers to ensure minimum legal
compliance, as well as helping to
generate environmental and social value.

Charitable donations

LInder the terms of the Crown Estate Act
1961, we are restricted in our ability to
make charitable donations. As permitted
by section 4(2) of the Act, we made
donations during the year of £10,000
{2020/21: £10,000).
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Our activity on and around the seabed

Floating offshore wind

Fixed offshore wind

ccus ZJ\ZFK

Tidal power

N
S
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Land reclamation

Mineral resources

"

defencas

Cables, interconnactors
and pipelines

R

This illustration shows the elements of the seabad and marine environment that we are involved in. Thera are many others [e.g. fishing, shipping and Marine Protected Areas etc)

to be considered as part of the holistic marine environment.

Achieving this will require a new
approach, including:

— improving and refining how we lease
the seabed to meet the demands of
tomorrow. We're building cn our
experience that has so far helped the
UK builtd a world-leading offshore
wind sector in the space of 20 years.
Demand for COz storage and other
innovative technclogies are also vitally
important to meeting our national net
zero objectives. So a collaborative
approach with naticnal and devclved
governments and a wide range of
other stakeholders is critical. Our aim
is to open up more regular leasing
opportunities and undertake key
processes like HRA strategicalty and
upfront to maximise deployment scale
and ensure environmental
considerations are at the heart of
our approach

— investing in world-class data and
evidence. We are building and sharing
vital research and data to inform
decision-making, de-risk investment
and protect the marine environment

— identifying and attracting the wider
investment needed for growth by
using the levers at our disposal to
encourage investment in the UK
supply chain and supporting
infrastructure, laying the foundations
for a sustainable future for the sector
and achieving additional benefits for
the nation

Offshore wind

In 2021 we selected six proposed new
offshore wind projects in the waters
around England and Wales through
Offshere Wind Leasing Round 4., As with
all relevant plans or projects (either on or
offshore), there is a reguirement te
undertake an HRA - an assessment of
the potential impacts on the most
valuable environmental habitats in the
UK. For offshaore wind developments,
this is an important step in helping to
canserve the UK's marine and coastal

environment. In April 2022, having
completed our work on the HRA, assured
by the Audit Committee (as noted in the
Audit Committee report on pages
78-81), we gave notice to the UK and
Welsh governments of our intent to
progress all six projects to the next stage
of the leasing process - the award of an
Agreement for Lease - on the basis

of a derogation.

Derogation is a process which enables
plans or projects to progress if certain
tests are met, while ensuring any
environmental impacts are fully offset
through environmental compensatory
measures. This can include a range of
actions including creating or restoring
the same or similar habitat, or measures
to reduce other environmental pressures
on the affected habitats.

The Weish government has not lodged
any objections to the notice, and we
await further direction from the UK
government. Further information on
Round 4 can be found online at:
thecrownestate co.uk/round-4

Offshore wind updates

Offshore wind generation across our
seabed heldings is now estimated to
power 8.6 million homes, equivalent to
delivering the annual electricity needs for
around 31% of all UK homes and 12% of
the UK's total electricity needs.

During 2021/22, across our seabed
holdings, cumulative operational
capacity in the offshore wind sector N
increased frem 9. 61GW to 10.78GW™*
{anincrease of 1.17GW4). Together with
operational capacity in Scotland, this
positions the LK as the second biggest
offshore wind energy generator in the
world, behind China. Read mere in-depth
ingight into the progress of the UK's
offshore wind sector in our Offshore
Wind Operational Report online at:

thecrownestate.co.uk/2021-offshore-
wind-report.pdf

Triton Knoll achieved commissioning

for all of its turbines - marking the last
Round 2 project to reach that milestone.
At about 900MW, this is currently one
of the biggest single offshore windfarms
in the world

Hornsea 2 achieved first power; however,
during the summer of 2022 it will reach
works cempletion, and at that point
beccme the biggest offshore windfarm

in the world and with a capacity of over
1.3GW will be capable of providing

more than 1.3 million UK homes with
green alectricity.

The Dogger Bank C and Sofia projects
achieved final investment decisions and
entered their ieases ready to commence
construction. Once completed, these
projects could potentially generate
encugh green electricity for
approximately 3.2 million homes.

In the southern North Sea, Norfolk
Boreas secured its Development
Consent Order (DCQO} in December 2021,
and Narfolk Vanguard secured its DCO in
February 2022. This represents a
further 3.6GW of capacity ready to move
towards financing and construction.

In March 2022, both East Anglia ONE
North (with a proposed capacity of up to
950MW) and East Anglia TWO (with a
proposed capacity of up to @80MW) also
received their DCCs

2
Ay Ingependent limited assurance {see inside
front cover)
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UK offshore wind pipeline at 31 March 2022

The UK pipefine currently stands at 43.0GW"

with the potential to become B0.1GW
{45.4GW excluding Scotiand}

15.1GW

37.1GW

T.6GW

8.6GW

= England, Wales and Northern Ireland

T Scetland

43GW comprises those projects operational, committed, under development and in pre-planting

Committed: Capacity under construction ar projects that have government support on offer.

The UK offshore wind pipeline at
31 March 2022 stands at 43.0GW.
Capacity emerging from Round 4,
proposad Celtic Sea floating wind leasing
and Crown Estate Scotland’s ongaing
ScotWind leasing process could take the
total pipeline to 80.1GW. This provides a
robust footing for the UK government's
50GW deployment ambition for 2030
-set outin its British Energy Security
Strategy.

Floating wind in the Celtic Sea
Floating wind is a new technology, at an
early stage of its development, which
enables wind farms to be constructed in
waters that are too deep for fixed
foundations In close consultation with
the market and stakeholders, we have
been seeking input into plans to unlock at
least 4GW of floating wind in the Celtic
Sea, and have agreed a revised approach
to design and HRA. This will see us
conduct an integrated spatial design and
HRA ahead of market tender, to identify
key envirgnmental and other issues at
the earliest opportunity, helping to
de-risk investment and streamline the
overall programme. Our revised appreach
to the HRA could lead to the award of
rights up to 12 months faster. We are
also investing in offshore survey
campaigns to help accelerate the
planning process. As well as delivering
new capacity to provide clean power for
almost four miltion homes, this new
leasing process will help establish a new

42

industrial secter for the region and the
LK as awhole.

In February 2022, we hosted a workshop
attended by over 70 stakeholders with
an interest in the Celtic Sea, including
representatives from government and
environmental, fishing, marine and ports
organisations. These discussions are an
essential part of ensuring our leasing
approach protects and, where possible,
enhances coastal and marine
envircnmental habitats. They also
confirmed the appetite for both early
commearcial-scale projects of about
350MW and full-scale projects of up to
1GW to help enable greater regional
supply chain participation. Together with
the potential for five new test and
demonstration-scale projects totalling
440MW, which could be in operation by
2030, the scene is set for the Celtic Sea
to become a global hotbed for floating
wind innovation and deployment. Read
more on floating wind in the Celtic Sea,
and our plans to enable the government's
ambition for up to 5GW of floating wind
capacity by 2030, in our case study on
page 44

Carbon capture, usage and
storage (CCUS)

To enable heavy industry to reduce its
carbon emissions, CO:is captured at
source and, if it cant be used in other
ways, transported to locations where
it can be stored safely underground
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The development of such geolcgical CO-
storage capacity is critical in order to
achieve the UK's net zero target.

We are warking with the North Sea
Transition Authority (NSTA, the regulator,
until recently known as the Gil & Gas
Authority) and government to conclude
leasing rights for the first two industrial
cluster projects (known as Track-1}

- HyNet Merseyside and the East Coast
Cluster (Teesside & Humberside}
announced by BEIS in November 2021

NSTA, The Crown Estate and Crown
Estate Scotland recently reiterated their
continued commitment to work in close
collaboration to heip meet the UK
government's ambitious carbon storage
targets to reach over S0mtCOzfyear by
2035. A co-ordinated approach is critical
to enable the UK to unlock the full
potential of CCUS, and work is already
underway by the three organisations,
government and others to identify
suitable seabed areas and subsurface
geology for carbon storage, while

being mindful of impacts on the

marine environment

Both offshore wind and CCUS have
significant roles to play in meeting the
UK's net zero ambiticns, and there will be
anumber of areas that require
infrastructure in the same location. To
address the issues that this might cause
we launched a co-location forum with
industry stakeholders in July 2021 The
forum is aimed at tackling barriers to the
co-existence of the two technologies.

There is significant interest in the market
from developers for further projects
beyond the Track-1 projects. These
include both brownfield sites (reuse of
depleted oil and gas reservoirs) and
greenfiald sites {unexplored geclogical
formations). We are working with the
NSTA to identify how we best respond to
this market interest, to enable the
achievement of government targets
while strategically balancing many other
competing demands for seabed space.

Sharing knowledge

We actively share and seek knowledge to
deliver practical solutions to major
deployment barriers Examples include
helping de-risk projects through marine
surveys and taking feedback from our
customers to both help inform future
policy making and shapa the design of
our leasing activities.

This collaborative approach is critical, as
no single organisation in this complex
environment can succeed on its own.
Therefore we participate in many
assaciations, forums and working groups
to increase our understanding of current
research and build our knowledge base.



The Offshore Wind Evidence and Change
prograrae launched in December 2020
with a mission to facilitate the
sustainable and co-ordinated axpansion
of offshore wind whilst supporting clean,
haalthy, productive and biologically
diverse seas. itis a pioneering
programme, led by us, in partnership with
the UK government and 27 member
organisations in total. Over a five-year
period, the strategic research and data
projects will provide essential insights to
help the sector and governments better
understand and address environmental
considerations and interactions with
other industries and activities, hath
around the coast and offshore. Since the
programme’s launch, we have committed
£22 million of investment and support
for 23 projects from our £25 million *kick-
starter’ fund. Through convening this
partnership programme together, we
hope it will enable a more co-ordinated
and strategic approach to the
acceleration of offshora wind
deployment, ensuring the sector can
deliver at pace while protecting the
natural environment and balancing other
seabed uses.

The programme is part of our wider
investrment in marine spatial data and
evidence to improve productivity, drive
value and help develop a holistic
understanding of our seabed. Our Marine
Data Exchange, which relaunched this
year, is one of the world's largest
databases of offshore renewables survey
data, allowing anyone with an interest in
the marine environment free access.
Currently holding over 2,600 surveys,
and more than 215 terabytes of data from
offshore projects across the UK, in the
longer term we see it becoming a central
hub and gateway to all UK marine data.
The database can be accessed online at:
thecrownestate.co.uk/MDE

InJune 2021, funded thraugh the
Offshore Wind Evidence and Change
programme, we lauriched the Offshore
Wind Environmental Evidence Register,
which can be viewed online at:
thecrownestate.co uk/offshore-wind-
eeregister. Itis the first-evar publicly
accessible UK-wide register of evidence
gaps and relevant research projects
across four key areas - the seabed,
marine mammals, seabirds and fish - to
support the knowledge base for offshore
wind. Hosted on the Marine Data
Exchange, and developed by the
government’s Joint Nature Conservation
Committee, in collaboration with Defra,
the register assists in targeting research
towards the most important pricrities,
ultimately achieving greater efficiency in
the consenting process,

We have also committed £1.2 million into
Welsh tidal stream energy innovation in
the Morlais project off Anglesey, in a Joint
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project with Welsh government. Our
investment supports the environmental
monitoring and mitigation programme, an
essential step in safeguarding the marine
environment and enabling the project

to progress.

Mineral resources

The marine aggregates market has
remained resilient during the past year,
reflecting the continued strength of the
construction sector through 2021.
Investment in new dredgers and wharf
infrastructure has continued, which will
support the long-term viability of the
sactor. Volumes dredged during the
period were 119 ahead of the

previous year.

We closed a tender round for the
exploration and subsequent extraction of
aggregates in English and Welsh waters
in January. We will shortly be making
recommendations on which applications
can go forward to the HRA phase of the
tender process.

Wa have commissioned dedicated
geophysical survey work to enhance
knowledge of the quality and distribution
of marine sand and gravel resources.
This will help preserve the best mineral
resources to meet future market demand
and help minimise likely environmental
impacts, whilst releasing other seabed
for alternative uses.

This year we launched an upgraded
version of our Electronic Maonitoring
System that tracks and logs all dredging
activity. Originally we introduced this to
be permanently fitted to all ships
regularly dredging for aggregate. The
new versiaon can be easily deployed on
ships visiting the UK to carry cut
temporary, one-off projects, such as
beach-replenishment contracts.

Major coastal projects during the year
using marine aggregate included beach
repienishments at Bournemouth and
Lincshore, and the reclamation of
Bramley Moore Dock as part of the
construction of the new Evertan

FC stadium.

Cornish Lithium Ltd was granted four
separate licences in December 2020 to
explore for lithium in geothermal waters
around the coast of Cornwall. Over the
past year Cornish Lithium has
commenced preliminary geological
assessment of the licence areas and any
potential constraints.

Cables, pipelines and
interconnectors

We entered into agreements for ten new
nationally significant subsea
telecommunication cables in 2021/22.
This represents a level of activity that
hasn't been seen in the last 25 years.

Additionatinformation
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This sharp growth ia driven by increasing
demand from the likes of Meta (the
parent company of Facebook and
WhatsApp} and Alphabet (the parent
company of Google) - helping to drive the
global push for net zero through
enhanced digital infrastructure and
flexible cloud computing.

Flectricity interconnectors play a critical
role in the energy system by balancing
power supply and demand between
countries, enabling power trading and
greater connections of renewabile
capacity. We signed option agreements
fur two new interconnectors during the
year. Neuconnect is a 1400MW
interconnectar, the first direct power

tink between Germany and Great Britain;
and Greenlink is a 500MW interconnector
linking South Wales to the Republic of
Ireland, an EU project of commaon interest.

The 140CMW North Sea Link
interconnector between Norway and
Great Britain is undergoing operational
testing, while construction is continuing
on the 1400MW Viking Link between the
British and Danish transmission systems.

Coastal

The last 12 months have seen demand
bounce back across a diversity of leisure,
commercial and industrial activities. Our
role in providing rights for many of these
activities in coastal areas around
England, Wales and Northern Ireland has
been equally intensive, with hundreds of
transactions concluded. These have
covered rights for local communities
and aquaculturists, through to nationally
important port and utilities
infrastructure. As coastal operators
continue to innovate, we have also
enabled progress on sustainable coastal
management practices, including pilot
activity for the use of eco-mooringsin
Studland Bay to protect precious
seagrass beds and the valuable
ecosystems that they support.

Stakeholder engagement
Convening and working collaboratively
with our stakeholders is critical to being
able to realise the UK's net zero
ambitions. Itis only by working together
that we can overcome the challenges
ahead and make a real difference in areas
such as accelerating the deployment of
offshore wind.

We engage with a wide range of
customers and stakeholders from across
the markets that we serve, and adjacent
sectors such as shipping and the fishing
industry, statutory bodies and non-
governmental organisations, for
example The Wildlife Trusts and RSPB.
Their perspectives and input are
instrumental in shaping cur thinking

and our programmes.
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These include membership organisations
that represent our customers'sectors
such as the British Marine Aggregate
Producers Association, the European
Subsea Cables Association and
Renewable UK, as well as crass-
government and industry working groups
such as the Offshore Wind industry
Council, the Offshore Wind Acceleration
Task Force and the Offshare
Transmission Network Review (OTNR).

Through the OTNR, government is
considering wholesale reform to the way
electricity networks are planned and
delivered, seeking to defiver co-crdinated
solutions that both reduce infrastructure
needs and seek to minimise coastal
community impacts. In support of this
new approach, we have entered into a
Statement of intent with the National
Grid Electricity System Operator to
facilitate effective collaboration between
our organisations in arange of areas to
accelerate the delivery of offshare wind
transmission infrastructure.

We develop our future leasing
programmes in collaboration with a wide
range of stakeholders from central
government and devotved
administrations, to statutory and
non-governmentat organisations and
potential developers. We are working
closely with the Welsh government
including through its Renewable Energy
Deep Dive inguiry, sharing our knowledge
on the enabling activity needed to
support floating of fshore wind.

We also work with the Department of
Agriculture, Environment and Rural
Affairs, and the Department for the
Economy of the Northern Ireland
Executive, which published its vision for
energy decarbonisation. It included an
ambition to facilitate offshare wind
pre-cammercial test and demonstration
sites during the 2020s ~ with a path to
commercialisation by the early 2030s.
We will continue to work with the
Executive to support this.

internationally, working in support of the
government's Global Britain ambitions,
wea have been sharing our experience and
insights of delivering offshore wind
leasing in the UK, and maintaining
dialogue with existing and emerging
markets. With the efficient use of seabed
emerging as a central theme around the
development of offshore wind globally,
we have been engaging with a range of
countries including the Netherlands,
Australia, Denmark, South Korea,
France, the US and Taiwan.

A buoyant opportunity in the Celtic Sea

Hiustration by Jashua Bauer, NREL

“} Read more online at
" thecrownestate.co.uk/Caltic-sea-2022

Fioating wind foundation types (| to £} Spar, Semisubmaersible, Tension leg platform.

Floating wind is a new technology used in deep sea
where a floating platform, carrying a wind-power
turbine, is tethered by chains to anchors on the seabed.

Currently there is as little installed and
operating worldwide as 200MW. While
turbine technology needed for fioating
wind is already generating wind energy
for the UK from fixed turbines, the rest
of the fleating wind infrastructure and

costs remain untested.

|.ast year, we developed our proposals
for early and full commercial-scale
floating wind leasing in the Celtic Sea,
off Wales and the South West, where
there is a huge wind resource. Our
ambition is to open up the potential of at
least 4GW of new clean-energy capacity
in England and Wales, helping establish a
new industrial sector for the UK.

In autumn 2020 we awarded rights

for the Erebus 100MW Test and
Demonstration (T&D) project, developed
by Blue Gem Wind, 45km south west of
Pembroke. The project is well advanced
with planning and engineering design. In
July 2021, another 300MW of new
T&D-scale projects satisfied our initial
application criteria.

“This cluster of T&ED projects
will be one of the most
significant in the world and
crucial to advancing the
government’s ambition of
5GW of power from floating
wind by 2030.”

Tim Stiven
Senior Development Manager, Marine
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They will also play an important role in
supporting the development and
momentum of the regional supply chain
and ultimately have the potential to drive
significant socio-economic benefit both
locally and for the nation.

Our market engagements have
reaffirmed the strong appetite for a
'stepping stane’ approach that would
enable projects in two categories: early
commercial-scale projects of around
300-350MW moving through to full
commercial-scale projects of up to 1GW.

Our ongoing stakeholder engagementis
an important part of ensuring we get
things right, balancing our need for
energy security and decarboenisation
with protecting the natural environment
and the interests of other users of the
sea. We are working with many
interested parties, including
reprasentatives from envirenmental,
fishing, marine and ports organisations,
as well as government, to understand all
the various parameters.



Strategy in actmn

| London

eam

‘ ,Q Whlt doos the London business do? l

A. Weown and manage an amazmg place
in‘the heart of the West End~a 10 rillion.
sq ft rnixed-use central London praperty
portfohn, primarriy aroungd Regem: Street

and StJames's, with a total assét value of '
- justunder £8 biihon t'san evalvmg mix qfi .

“destinatioris where people live, work,

shiop and visit. While workplace accounts '

for apprc}ximately half of our income, our
retail assets, as the' grcund -floor
activation of our spaces, have the highest
profile, and include many household and
mternational brands

Q. What were your hlghllghta of .
the' yoar? -

Al n another dlfflcuEt year for everybody‘ .

it's been a period of stabilisation. We've
: reorganised ourselves around the naeds
.of our customers and have established a
shared platform afaerv:ceswrﬁq our .
Regional business scross operatlons

development and cugtomer partnersh:ps B

to ensure a consistent approach and more
. customer-facused way m‘operatmg This -

closer way of working, both with our

customers and within our own team, § is

leading to better insights, whichwilt helg -

ug, working with our partners, shape’

more-engaging and diverse destinations” -

that more people want to visit. it's alsa
worth rioting that, whilé international
visitor numbers are yet to recover, post
fockdown, a!ongsade the return of
Londeners, we have welcomed moré UK

vishtors from outside of London than in the

past, sowe'll be looking to re-attract or
retain all of thesa groups

- 0181
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Q What's next for London? 4 ,
A London is a great city, but like many

' othersitis facing big challenges We're -
excited about thé role wé could play inits
e newat helping to ensure notonly its
. ongoing relevance, but its standing as a -
" globalcity. We &re keen to work with
“othersto co!laboratwelyevolve the eity"
-and enable change together. We are

working dn a strategic vision for what we
think London's futuré could look like and
the roles our destinations could play in
creating a green, inclusive, techrology-
enabled city. The pandemichas forced us

“to look arcund, and see what' s working -
- ‘where, but alsé decide how we can Iead
- by examp!eto create & healthy

environment in thie West End for all to
enjoy. Some parts of the'portfolio will .
require investment in regeneration, and

" our contiguous ownership means we can’

" take a broader strategicapproach. With

., the benefit of sur lacations, we will look
. todraw together districts for distinct

. communities and uses that foster -

" vibrant, dlverse envnronments rather

- than focusing simply onthe deve lopment

Of mdw:duat blocks
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“We areworking on a
strategic vision for what

we think London’s future
could look like and we want
to lead by example, creating
a healthy environment in
the West End for everyone
to enjoy.”

Simon Harding-Roots
Managing Director, London

As one of the West End's largest
property owners, we have a leading role
to play in its post-pandemic renewal.
COVID-19 brought significant changes
to how we live and work, and it's altered
many people's relationship with the city.
As we emerge, it's time to respond - to
re-set our thinking and cur vision.

Through our developing strategy, and
using our convening power, we want to
play our part in creating a new chapter in
London’s history, guiding its regeneration
into a sustainable and smart city, to
retain its global status. We want London
to be an accessible and opportunity-rich
place for its residents, workers and
visitors. To achieve this it will mean
investing in the decarbonisation of our
portfolio and putting a greater focus on
increasing biodiversity, creating an
attractive and diverse mix of offers and
services to ensure London is an
appealing, welcoming place for everyone.
It will also involve collaborating with
partners across London to invest

in public spaces, surroundings

and experiences.

We want to reposition our customer and
consumer base by managing the mix,
targeting growing industries and working
with sustainable businesses to create
new and exciting destinaticns, and
districts with real personality. At the
same time weTe responding to the deep
impact technology has had on the
workplace and retail sectors by evolving
our buildings to reflect customers’
changing needs. By successfully
reinvigorating our current holdings and
optimising the performance of our assets
in the West End, we will, over time, lock
te invest in value-adding opportunities.
QOur aim will be to expand our influence
and increase our ability to create value
for our customers, stakeholders and

the nation.
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London continued

Performance

While it remained a challenging year for
our occupiers the success of the
vaccination programme and sustained
reopening of the economy contributed to
Regent Street footfali rising 129% on
the prior year ~ albeit still 38% down
compared with the last full pre-pandemic
period in 2019. Recently, we have seen
footfall reaching pre-pandemic levels at
weekends, with UK-based visitors
making up for fewer tourists.

There was an encouraging recovery in
rent collection, with 90%

(2020/21: 85%; of rent billed collected
for the year, including concessions
granted, hawever this is still below
pre-pandemic levels. While trading
conditions are impraoving, rental growth
forecasts and weak demand for retail
space still suggest a challenging medium
term, and general uncertainty remains in
light of the cost of living crisis, economic
headwinds and structural changes in
some of our markets.

The capital value of our London portfolio
has remained unchanged at £7.7 billion.
Office values have increased slightly
reflecting a continued shortage of quality
office space and the defensive nature of
our long lease portfolio has proved
resilient. However, capital growth was
below that of its benchmark, partly due
to lower investment activity, alongside a
greater weighting to retail compared with
the benchmark where assets have
experienced valuation declines, largely
driven by the negative outlook for rental
value growth and a slight outward
movement in valuation yields.

The portfolio underperformed its MSCI
West End benchmark during the year at
3.5% compared with the benchmark’s
5.7%. On a three-year basis our
performance is slightly behind the
benchmark.

In spite of the challenging trading and
changing market dynamics, we
welcomed 66 new customers across all
sectors, leasing 190,000 sq ft of space,
93% up on the previous year. The new
lettings are encouraging, and we have
seen a lower amount of customer default
than anticipated, aided by the extension
of the rent and rates moratorium by nine
months to March 2022. In total, five
entered into liquidation and one entered
into a CVA_ The void rate for the portfolio
(including properties in development) is
broadly flat at 31 March 2022, when
compared to the position a year earlier
and the benchmark, and remains
elevated compared to the long-term
average. We expect void rates to
increase next year as we take
oppertunities to refurbish properties as
leases naturally expire and in anticipation
of re-starting our development pipeline.

It was a relatively quiet year in the capital
markets, with no major acquisitions or
disposals. We have completed a number
of lease re-gears and variations. This
included a re-gear of 8-12 York Gate and
The Athenaeum in St James's, both for a
premium. Overall, developrment and capital
expenditure totalled £31.8 million.
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Retail, dining and leisure

We are reviewing and repasitioning aur
retail and leisure offer to reflect what our
customers and visitors want, namely a
more divaerse and sustainable product.
It's an evolution, which includes mixing
flagship stores with smaller format
spaces and pop-ups offering an
experiential atmosphere, focused on the
consumer journey from start to end.

Visitors want to see brands with purpose,
and we are beginning to attract and
proactively manage a more diverse mix,
from lkea's smaller format on Oxford
Circus, to Casa do Frango on Heddan
Street, to Gymshark's first-ever bricks-
and-maortar store globally.

One way we are doing s¢ is through
offering more-contemporary flexible
leases, including these based entirely on
turnover, or short leases for pop-ups,
such as the British restaurant Faliow,
which successfully piloted its offer
before committing to a longer iease ina
permanent space at 52 Haymarket in

St James's.

Further examples of the broadening of
our mix and appeal include being the
venue partner for The Green Planet AR
Experience at 55 Regent Street in
February 2022, Featuring a 3D
hologram of Sir David Attenborough, and
taking more than 10,000 visitors
through an immersive journay, the
initiative transformed a vacant space to
educate and raise awareness of the
importance of the natural wortd.

At 195 Piccadilly, we have formed a
partnership with BAFTA to support the
site’s redevelopment which will be a
creative centre for the film, games and
television industries and house the
charity’s first-ever dedicated space for
its year-round learning and talent
development programmes. The
partnership underpins cur shared
ambition to remove barriers to
opportunity for all, regardless of
background or circumstances.

We are increasingly looking to select
customers to join our estate on the basis
of their strong sustainability credentials,
sense of purpose and a shared
commitment to creating social and
environmental value. Read more on the
evolution of our retail and leisure offer in
our case study on page 48.



Workplace

Central London offices remain & valuable
and important asset to a business, with
our prime West End location offering an
attractive and dynamic envirenment. The
resilierice of our portfolio has shown in
the bounce back after lockdowns, as
people have returned to the office and
custcmers have retained leases, and in
some cases grown organically with us.
The breadth of our evolving workplace
products allows customers to flex their
requirements, according to where they
are in their growth cycle, while remaining
within our partfolic.

52 customers renewed terms with us, at
an average close to ERV suggesting they
are placing added value on staying in our
spaces. Take-up overall is recovering: we
completed 129 office deals across
133,000 sq ft; 77% of this by area was
leasing to new customers.

It is apparent that increased hybrid
working has re-focused customers'
priorities when looking for a new office.
Flexibility, in terms of offer and
contractual commitment, which was
already growing in importance pre-
pandemic, is now a key consideration for
many customers and we're seeing a flight
to quality for premium space offering
additional hospitality.

Whether through offering bookable
meeting spaces, or alternative workplace
formats, it is apparent that the greater
variety of amenities or hospitality our
workplaces provide, the greater

the appeal.

Our first flexible serviced offering at One
Heddon Street, which was 96% occupied
at year end, is a great example of the
popularity of this amenity-led waorkplace
offer, where we have seen busingsses
trialling on a flexible basis, before moving
on to take a permanent lease on the
estate. Following the success of One
Heddon Street, we have now apened a
new facility at & Babmaes Street,
designed specifically in response to the
changing demands in the market. it
complements our customers' existing
office facilities with a mix of spaces for
networking, hosting events and meetings,
co-werking and sacialising, and acts as a
hub for our locat office customers,

Within the portfolio we have grown our
offering of ‘managed’ workplaces - that
is, spaces already fitted out for
customers, which are also proving
popular. For example in just six months,
we completed five transactions for SMEs
at 12 Little Portiand Street.

NN
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Our Morley House redevelopment of an
office building on the corner of Regent
Streel completed in early 2021, and we
marketed the 44 apartments in June
2021, all going under offer within six
weeks. For the first time we ran the sales
process directly, using a digital platform,
enabling us to develop closer
relationships with customers.

Our shared spaces

We are committed to investing in our
public spaces to ensure that they are
inclusive to everyone. We want to create
the besl environment to welcome users
and visitors back to the West End in the
short term, while futureproofing to
ensure they truly serve the local
community, and set the standard for
leading global destinations.

|.ast year, we delivered temporary public
realm enhancements to Regent Streetin
response to the need for social
distancing and to support recovery in the
West End through a safe return. While
the scheme is in place we are seeking to
learn from the street and its users.
Monitaring equipment has been installed
to provide vital insights (including traffic
and air quality data), as we work with our
stakeholders and partners, such as
AccessAble, to obtain detailed feedback
to inform the future of Regent Street.
These learnings, together with
meaningful community engagement, witl
help guide the future of our places for
years to come.

.
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Sustainability

Our approach to sustainability in London
is around ensuring its long-term health in
the broadest sense. This means playing a
role in tackling climate change - reducing
emissions and improving the energy
efficiency of our buildings; investing in
social inclusion and better engagement
with our communities; and enhancing the
natural environment around our places.
Lockdown reminded us how important
nature and green space are, and
bicdiversity is increasingly recognisec as
key to a city’s heatth. Read more on

page 26.

This year we submitted data and
evidence to the Global Real Estate
Sustainability Benchmark for our
Regional, Regent Street and St James's
portfolios. All three portfolios improved
against last year's assessment. Regent
Strest achieved Global Sector Leaderin
the Development Benchmark which
measures efforts to address ESG issues
during the design, construction and
renovation of buildings. The Crown
Estate also ranked first in Europe of the
780 portfolios submitted for the
management section - this relates to
policies and governance processes

for ESG.

In summer 2022, aligning te our ongoing
commitment ta reducing emissions, we
are launching a trial of a purpose-built
electric commaercial truck, the Volta Zero,
to decarbonise and consolidate deliveries
for our customers. Furthermere, as part
of creating an improved, greener and
healthier built environment, we have
been working in a number of ways with
Westminster City Councitand
neighbouring landowners (read more in
our case study on page 27).
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London continued

e N
Read more online at
¥ thecrownastate.co.uk/
diversifying-retail-leisure-2022

Broadening and diversifying our retail and leisure mix

In Regent Street and St James’s we have two
standout retail and leisure destinations in the
heart of the West End. Our role is to curate
an interesting and diverse offer.

To do this, we are carefully cansidering
the make-up of our retail and leisure
offer, taking the opportunity wherever
possible to evolve the mix to reflect
what our customers and visitors want
and expect of a modern capital city.

As one of the world’s most renowned
retail districts, Regent Street will
continue to deliver world-class
experiences, but as we evolve our offer,
our vision sees iconic brands housed
alongside relevant smaller pop-up
stores and start-up businesses
showcasing new offers, products and
services.

L_ast year, we started this evolution
through the temporary public realm
enhancements to Regent Street,
delivering a safer, greener, mare
accessible and inviting destination for
visitors. Regent Street and the
surrounding area is now a place te
explore, experience and enjoy, rather
than just to shop.

And this is just the start. We want to
diversify both our mix and appeat. Gne
way we are reaching new customers is
through offering different lease
products to suit their individual
circumstances - this canrange from a
short-term pop-up lease to one based
an turnover - giving independents the
chance to trial 2 concept and location.

G Accounts 2075177

“We also want to target new
sectors, work with more
sustainable businesses, and
attract brands with purpose

. thatfit with our vision for a

green and inclusive city.”

Leanne Catterall
Customer Partnership Director,
London and Regional

In the autumn, to coincide with London
Fashion Week and the New West End
Company's sustainable fashion month,
we launched a pop-up store at 88
Regent Street, creating the unique
oppartunity for six independent
sustainability-focused fashion brands,
founded in the local area, to promote
the authenticity of their products and
the story behind them.

Ensuring we keep pace with shifts in
consumer trends, such as the
popularity of athleisure brands and
appeal to a younger audience, is vital to
ensuring the portfolio’s ongoing
relevance. To this end we have
welcomed to our portfolio during the
year: Onitsuka Tiger's largest flagship
store; British-bern brand Gymshark's
debut into physical retailing; and
US-based brand Fabletics.

Leoking to the bigger picture, we are
keen to start building more vibrant and
diverse local districts within our
portfolio - such as Heddon Street, just
off Regent Straet, which is fast
becoming rencwned as a leading
alfresco dining and leisure
neighbourhaod in the capital. Now
home to over ten much loved hospitality
names, Casa do Frange and bar The
Starman are the most recent to have
joined the local offer here, which spans
from Michelin starred cuisine to up and
Coming pop-ups.



Strategy in action

Regional

Q. What does tha Ragiona!
husiness do? .

A. Ourdi nterse Reg:mal business
includes ; promment retail and leisure
destinations across England, as well as

. astrategic land portfolio with mgmfncant .
mixed-tise develdpmient and regeneratlon' :

opportunities: We als6 ownbusiness
parks, logistics and warehousing.
Across all our asseats, we aim to shapé
successful destinations which will meet
* the evolving needs of our customers and
commghities. It's our duty to realise .

maximuin valye from our places; in terms -

of their-financial, social and envitonmental

contribution. As we begin to implement

our strategy we're focusing on how we

reposition our role regionally, totake a

more active part in creating thrrvmg

and climate reen!ient commumtles
across tha UK

Q What wora your highlights nf
the year?

CA, Ourretaliand Feusure assets '

perfarmed robustly this year, particularly -

our retafl parks. Havmg worked with our

customers through the pandemic, - -

recegnised in great customer feedback,

- we are now working together toensure

. our places continue to mest the new .
Ways people shop and spend their leisure
time. It's been ayear of significant ..
change and we've reshaped the team,

. ensuring we have the right skills and

. capabilities in the business to achieve
our ambitions. Alongside the Asset
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M"anég'ement téam, we hava this yeér

begun to enhance our capability to
oversee mikéd-use regeneration to

" support the delivery of our strategy.

We have also established a platform
of shared services for our London and

- Regional portfolios across operanons

development and customer partnership
~ operating as ons team to draw on

. synergies and expéerience, and ensure
- & consistent approach and the best

outcomes for custorners

Q. What's next for Regional?

A. The worldis changmg raptdly, and
through our strategy we are striving to
respand. This change in our markets is

", far reaching from our customers’ evolving

expectations énd ngeds, with consumers

" . demanding the convenience and spead of
- an pmni-channel approach enabled by

technology; throtigh to an urgent need .
to directly contribute to the UK's gréen

" agenda, to counter climate change and

biodiversity loss, We see a long-term
opportunity, through our actions, to
become a value creator in mixed-use
place-making and regeneration.
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“Through our strategy we’re
looking at how we can takea
more active partin creating
thriving and climate resilient
communities acrossthe U

Hannah Milne
Managing Director, Regional

We are repositioning our Regionail
strategy to support the need for inclusive
regeneration and economic development.
We believe this presents the best
opportunity for us to create value inline
with our purpose.

We hold significant assets across the
country, which inctudes both a national
footprint of retail parks and shopping
centres and a substantial strategic
landholding. Together, the base that
these represent has the long-term
potential to play a role in responding to
this national need.

As we have developed our strategy
over the year we have evaluated the
potential of all of our regional assets
to create value inline with three areas
of opportunity-

— Renewing town centres - creating
places and destinations that support
the needs of shoppers and workersin
a post-COVID-19 world

— Creating new and inclusive locat
communities - setting the standard
for mixed-use development and
creating economic opportunity in
the locations we operate in

— Supporting national and localised
needs through mixed-use
development - using our expertise
to support innovation and growing
national industries such as life
sciences, data centres, or
infrastructure in support of
offshore wind
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Regional continued

Framed around these three opportunity
areas, our existing portfolio has
significant value creation potential
Maximising that opportunity will
inevitably mean that we look to reduce
our exposure in certain areas -
particularly in retail, as we look to
reposition, enhance and grow our
portfolio of mixed-use development
opportunities. Beyond progressing
significant praject milestones, our focus
for the next 12 months is developing the
capabilities and relationships that are
required to execute our strategy.

Our mixed-use ownerships

The place-making opportunity in front

of us is significant, subject to planning
consent and other development
milestores. Our strategic land offers the
potential for nearly 20,000 homes in
urhan fringe and rural locations and a
minimum of one million sq ft of
commercial and non-residential space
over the next 20 years. We've identified
a pipeline of current potential
opportunities in cur ownership to create
haolistic value through sustainable new
communities. In addition to the above,
significant existing sites we hold include
land to the east of Hemel Hernpstead and
at Cambridge Business Park. The 350
hectare site at East Hemel forms the first
phase of Hemel Garden Communities and
has the potential to accommodate
approximately 4,000 homes, 1 8 million
sq ft of commercial space alongside
schools, a country park and major
infrastructure investment. Read more
about the potential opportunity for
Cambridge in our case study on page 51.

Qur retail and leisure assets

We own 17 retail and leisure destinations
in city centres and cut-of-town locations
in England, with a total value of

£1.3 billion. With over 5 million sg ft of
space and an estimated 100 million visits
each year, these assets play a significant
role in the retail and hospitality industry
and the communities they serve. Our
destinations include Fosse Park in
Leicester, Rushden Lakes in
Northamptonshire, and joint ventures at
Princesshay in Exeter, Westgate in
Oxford and Crown Point in Leeds.

Retail is changing fast, and this has
profound impacts on physical retail
spaces which now increasingly connect
on and offline through digital products
and services. Retailers are innovating
with immersive and interactive initiatives
to get shoppers into stores, and this
hybrid approach means retail spaces are
emerging as multi-functional places
offering a sense of community, cultural
enjoyment and learning. Some of cur
retail and leisure assets will naturally
adapt better than others to this new
enviranment - for example retail parks,
which are particularly suited to this

post-pandemic, hybrid world and praving
resilient in the changing retail market,
and shopping centre locations that

lend themselves well to mixed-use
development providing a retail and
broader experiential-led offer. Where we
are demgnstrating resilience or thereis a
clear change-of-use opportunity we will
pursue our ambition.

Performance

During the year the portfolio
outperformed its MSCI benchmark at
24.9% compared with the benchmark’s
16.0%. Driven by strengthened investor
sentiment, the portfolic has seen anet
revaluation gain of £0.3 billion,
recovering much of the net revaluation
loss reported in the year to March 2021
The outperformance of the benchmark
was largely driven by our retail parks,
towards which our portfolio is weighted,
and our broader ownerships, such as
East Hemel and Cambridge Business
Park which significantly increased in
capital value. Cur approach to working
with customers to build tailored suppert
packages worked well, with collections
recovering to 92% of rent billed in the
year and we successfully recovered more
prior year arrears than we had forecast.
Howaever, this is still below pre-pandemic
levels.

In line with the market, our shopping
centre assets performed fess well with
continued ERV reductions and further
outward yield movement.

QOver a three-year period, at -2.0
percentage points the portfolio has
underperformed its benchmark, due to
its higher weighting to retail parks. While
the retail park market has shown a strong
recovery over the last 12 months, values
and sentiment are coming from a low
base, and its valuation at £1.7 billion is
37% below where it was in March 2019

Our average void rate this year was
6.8%, which although high compared
with the three-year average of 5.4%,
proved resilient when compared with the
MSCI benchmark of 6.2%. Customer
retention was helped by our proactive
asset management and the granting of
targeted concessions to those
businesses most in need.

In contrast to recent years, no significant
administrations or CVAs occurred in the
past 12 months. Market conditions were
stronger than expected, driven by the
accelerated vaccine roffout and fifting of
pandemic restrictions alongside the
extension of the rent and rates
moratorium by nine menths to March
2022. However, risk remains following
the end of government support schemes,
the impact on consumers as a result of
higher inffation and the subsequent
squeeze on consumer income, at atime
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when the pandemic has accelerated
structural trends in retail markets and
stretched many of our customers’
balance sheets.

QOverall, there remains demand for
occupancy, particularly on our retail
parks, which are suited to the omni-
channel retail model. Across our
portfolia, we welcomed 17 new
customers and signed 44 new leases,
letting 221,000 sq t of space, while
212,000 sq ft of space has been exited
and remains void at 31 March 2022.

Our Fosse Park West and Food Central
developments opened a year ago and are
proving to be popular. Foed Central,
which houses independents and local
brands alongside national chains, is now
fully let having completed its final signing
to Zizzi. While at the retail extension,
Fosse Park West, Nike has recently
opened its new community-focused
concept store - ‘Nike Unite’. Nike joins
Skechers and several new independent,
nation-wide and global brands which
have located to Fosse Park over the

last year. These brands include

H&M, Flannels, Soho Coffee, Nando's
and Loungers.

The recovery in footfall across our retail
assets has improved with the latest
figures showing a 2% reduction in
footfall compared with the 2019
position. This figure represents an
average - shopping centres reflect -9%
(UK benchmark -25%j} and retail parks
+5% (UK benchmark -6%}. Overall
footfall shows a 33% increase on the
2020 poesition.

Disposals

We are continually assessing our
portfolio to ensure alignment with our
long-term ambitions. During the year
transactional activity in industrial and
retail agsets raised approximately

£61. miilion which was ahead of book
value. Post year end we took the decision
toinitiate the disposal of four of our
regional assets which are currently being
marketed.

Making a difference

To continue to facilitate a deeper
understanding of our customers and
their changing needs, we have launched
anew digital product, Retail Advantage,
across the Regional portfolic, with a view
to also extending it across our London
portfolio. Itis helping to improve the
quality and quantity of data from cur
customers, giving us a better
understanding of their performance and
performance drivers, so that we can
tailor our service proposition to help
them grow and remain relevant in the
rapidly evolving marketplace.



Aligning to our Group-wide net zero
commitment, in November 2021 we
became the pathway partner for the
Retailer/Landlord Net Zero Building
Protocol which launched as part of the
British Retail Cansortium’s Climate
Action Roadrmap. This is an industry-led
initiative to get UK retail to net zero by
2040Q. The protocol sets out a suite of
principles on energy efficiency and the
use of renewables to help occupiers and
property owners work together to bring
building emissions tc net zero.

A key focus of the year has been
promoting sustainable trave! across our
sites, working with customers and
visitors to raise awareness and highlight
the benefits. In partnership with
managing agent Savills and supported
via its Insight app, we have implemented
sustainable travel plans across the
nartfolio, introducing measures such

as bike safety training and free bike
maintenance sessions, alongside
infrastructure improvements to facilitate
and promote more sustainable modes

of transport for travelling to cur
destinations. The plan for Rushden Lakes
has been accredited a Bronze level by
Modeshift STARS - the first retail and
leisure destination to achieve this
endorsement.

Our Recruit Regional programme
continues te thrive and is now in its sixth
year. This year 332 unemployed people
gained employment across our Rushden
Lakes, Fosse Park, The Gate and
Silverlink sites.
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Re-imagining a mixed-use inclusive community

Read more enling at
thecrownestate.co.ukfinclusive-community-2022

»

The opportunity at Cambridge Business Park (CBP)
is an example of our Regional strategy in action,
supporting the national need for inclusive
regeneration and economic development.

We see a long-term apportunity to
build a rew and inclusive local
community, facifitating the growth of
our existing customers on the park and
improving their surrounding
environment, while encouraging new
innovative national industries.

CBPis in a strategically important
{ocation within the evolving Cambridge
Area Action Plan (AAP), which if
adopted allows for new commercial
space supporting 20,000 jobs, 8,000
new homes, 10 hectares of public open
space, three primary schools and a
library. Qur site is earmarked as the
new district centre with development
potential for 50,000 sq m of
commercial space, 500 new homes
and 4,500 sq m for new shops, and
community and cultural facilities.

Set against this planning landscape, in
creating a vision for CBP we recognise
that delivering prosperity requires us to
address three fundamental points:
Cambridge has some of the highest
levels of inequality in the UK, itis a
world-leading science and tech hub
which needs to continue to thrive and,
like everywhere, tackling the climate
crisis needs to be front and centre of
how we do development.

“If we are to lead by example,
tackle these challenges

and create a resilient new
environment for customers,
the local community, and
Cambridgeshire, our vision
needs to be shaped by answers
to some big questions.”

Lucy Eaton
Business Operations Director, Regional

To respond, and address the local
cantext and issues, we've taken a new
collaborative approach, internally and
externally, to ensure all relevant voices
are included from the outset.

Our internal project team spans the
Regional Mixed-use Regeneration team,
and experts from our Insight, Workplace,
Development, Finance and Digital teams.
Externally, our engagement is framed
around inclusivity and the local
community. An external critical friend
panel covering diverse perspectives has
been established and we will be liaising
with anyone who will be affected by the
reshaping and repasitioning of the
business park.

Through seeking such widespread
opinions, we are focusing on the role we
can play in creating not just a great place,
but leng-term social purpose. Our aim at
CBP is to create a new type of
ecosystem, where the community,
science and nature support each other
and flourish; a place that leads
Cambridge and the UK into the future.
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: Strategy in actmn

*Wmdsor & Rural

Q. ‘What. dc the Windsor B Rural
businassos do? -

A. We are custodlans and stewards of
nearly 200,000 acres of land, including
the Windsor Estate and a number of
geographncally diverse rural estates -
predominantly used for primary ¢

agricultural production, Windsoris .

uniqus in the context of land ownership i
that it has had nearly a thousand years of
continuous ownership through the
menarchy, and approximatety half of the
land is designated a Special Protection
Area, Special Area of Conservation or
Site of Special Scientific Interest. There
have beeri a lot of conservation lessons
learned here over the centuries, with -
mary techniques developed, makingita
beacon of good environmental and

" agricultural practice. Our aspiration now
is to use this as a template for how we
manage tha wider portfolio of rural -
estates and contribute meaningfully to
The Crown Estate’s future net zero and
biodiversity commitments whilst working
in partnership with farming communities.

Q. What were your hlghiighta nf
the yaar?

A. ithink the highlight has been bnnglng
Windsor and Rural togethér as one
business and the adoption of their new
strategies. The visitor business at
Windsor is returning to full strength, and
while we saw a post-pandemic reduction
in visitors from 6 million to 5.3 million,
the fact that Wiridsor is one of the most
environmentally important gites in the
country underlines the challenge we
face. The balance we have to find
between conservation and public access

sk e,

s not always an sasy relationship. A

major evant rather than a highlight were

. storms Eunice and Franklin which caused

significant damage in places across the
Windsor Estate, destroymg some of our

" vateran and ancient trees, including
sadly one of our largest caks. The
" clear-up of the debris and fallen traes will

continue for several menths, slongside a
programme of suitable replanting (see
case study on page 54},

Q. What's naxt for Windsor & Rural?

_A. For Windsor, the single biggest

challenge over the next decade is
maintaining the balance between public
access and conservation. The lasttwo
years of the pandemic have shown us

" _that permitting access to such a large

number of people has never been more
important and it is crucial that people can
benefit from the tranquillity, beauty and

: respite that the Windsor Estate offers.

Yet how do'we do that without
compromising the integrity of its unique
ecological status?

Across the wider rural estates, we want
to work in partnership with all our
farming, residential and business tenants
to really optimise the opportunities that
the estates offer to deliver value for the
nation, financially, socially and
environmentally. We will be seeking to
help transform large-scale land
ownership and aim to demonstrate
leadership in diversified, regenerative
agricultural and envircnmentat practice.

52 The Crown Estate Integrated Annual Report and Accounts 2021/22

“Our aspiration is to use
Windsor as a template for
how we manage the wider
portfolio of rural estates and
contribute meaningfully

to the Group’s net zero and
biodiversity commitments.”

Paul Sedgwick

Deputy Ranger of Windsor Great
Park and Managing Director,
Windsor & Rural

Income from the Windsor & Rural
business is derived primarily from

farm and residential rents across our
rural portfolio, alongside visitor, filming,
events and forestry income from
Windsor. Qur net revenue profit
increased to £18.0 million

(2020/21; £17.0 million) as the visitor
business at Windsar recovered strongly
from the pandemic, partially offsetting
increased costs from our rural properties
as we caught up on repairs that had been
deferred during the pandemic.

Windsor

The Windsor Estate covers nearly
16,000 acres, is home to a number of
unigue habitats, and recognised as
having the largest collection of veteran
and ancient oak and beech treesin
Northern Europe. It is a working rural
estate comprising Windsor Great Park,
Home Park, Swinley Forest, the Savill
and Valley Gardens and Virginia Water
Its activities include commercial forestry,
haorticulture, residential and commercial
property, and tourism. It serves a variety
of stakeholders from the Royal Family
and the local community {providing
access to green space, education
initiatives, housing and employment),
through to domaestic and international
visitors and, arguably most importantly,
the natural environment.

The Estate’s ecosystems also play a vital
role. According to the most recent
independent study into this from 2018,
the economic value of services derived
from Windsor's ecosystems is estimated
to be £21.0 million per year. These
services include flood risk mitigation,
improved water guality, recreation
benefits and greenhouse gas
sequestration. For example, the land
retains 49% more water than
surrounding areas, thereby reducing the
risk of river flooding in many nearby



towns and villages, and it net sequesters
56,000 tonnes ol greenhouse gas
emissions out of the air each year. The
study was conducted by Royte? and a
summary can be found at:
thecrownestate.co.ukf/windsor-value-of-
ecosystem-services.pdf

Qur strategy

QOur aim is to become recognised as a
leading UK rural estate and a centre of
excellence for environmental and
ecological best practice. At Windsor, we
have an extremely diverse Estate
coupled with a wealth of biodiversity,
which is also a highly succesgsful visitor
destination. Qur day-to-day aimisto
deliver balanced value creation, white
enhancing our environment and the wider
habitats. Alongside this, our longer-term
strategy focuses on:

— enhancing and protecting our unigue
ecological status, including a plan for
mitigating visitor impact

— continuing our journey towards
world-class environmental and
ecological best practice, and
identifying where we could use this
knowledge and other capabilities
across the Group

— continuing to create value from the
Estate’s visitor proposition and
real estate

— defining and implementing our plan for
achieving net zero in suppert of the
Group's 2030 commitmant

Enhancing and improving the Estate
The customer-facing teams, which we
have strengthened during the year, have
worked incredibly hard in readjusting to
the extra demands the pandemic has
placed on how we manage guests, and
we continue to werk on improvements to
the Estate. These include reviewing the
recommendations of the AccessAble
report on safety and accessibility for

all, as well as enhancements to our
visitor offer.

The new adventure playground, adjacent
to the Savill Garden, is undar
censtruction and scheduled to open in
late summer 2022. It is a fundamental
change to the garden, and we are taking
great care in how the playground fits
sympathetically into its surroundings.
The majority of the wood being used in
the playground is sourced from our
forests at Windsor. We have completed
the refurbishment of the café and retail
outlet at Virginia Water, and we have
installed solar panels there, for the first
time on a commercial building at Windsor.
We now generate on site nearly 30% of
the energy we use at Virginia Water. In
Novernber 2021, we installed smart
buitding technology at The Saviil Building
to help us identify oppertunities to
improve energy efficiency. These
initiatives - along with our bipmass
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heating system for the village, and our
commitment to install on-site solar
generation and battery storage during
2022 - form key milestones to 2025, in
support of ocur target to become a net
zerc carbon business by 2030, and
climate positive thereafter. The
apoointments in the year of a
Sustainability Analyst and Biodiversity
and Conservation Manager will further
assist us in delivering on this target.

We have continued with our ten-year
landscape restoration and replanting
programme, and also planted two new
avenues, of 70 trees each, to celebrate
Her Majesty The Queen'’s Platinum
Jubilee; read more in our case study on
page 54. In addition, cur Environmental
Education Centre has reopened. We run
this in partnership with the Berks, Bucks
and Oxon Wildlife Trust, and from
January 2022 it expanded its services to
include new adult and community events.
We hope to attract more than 12,000
schoolchildren to visit in the next five
years. As our various new ventures come
onling, we will be creating new
emgployment opgortunities, while in
2022/23 we will be offering a number of
apprenticeships on the Estate. Starting
with four apprentice positions, we aim to
increase this number in future years.

Events and filming

Woe hosted two major events in the year.
The inaugural Windsor llluminated ran
from mid-November until early January
2022, and welcomed over 129,000
visitors to enjoy a spectacular light trail
through the park. The award-winning
Lapland UK took place at Whitmoor
Farest on the Estate from November
through to Christmas Eve, and attracted
over 155,000 visitors.

We were delighted to host the world’s
elite wheelchair athletes this year, who
trained on the Long Walk in readiness
for their participation in the

London Marathon.

This summer, we look forward to hosting
Parallel Windsor, a sporting-led naticnal
celebration of disability inclusion, while
in June, Windsor was one of the
centrepieces for celebrations to mark
Her Majesty The Queen's Platinum
Jubitee.

The British film industry has enjoyed

sornething of a resurgence, which has led

to a significant number of filming projects

on the Estate, including major series for
Amazon Prime and Netflix, alongside
projects for Disney, the BBC, Sky and
numerous television commercials. We
see potential for developing a more
significant income in this area and are
working with colleagues across the
Group in supporting requests for film
jocations outside of Windsor.

RN
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Rural

The Crown Estate is the oldest, and sixth
largest, institutional landowner in the
UK. Our Rural portfolio extends to
175,000 acres across England and
Wales, 70% of which is tenanted
farmland across 28 English estates. The
vast majority of the balance is 54,000
acres of upland and commons interests
in Cumbria and throughout Wales. The
portfolio additionally comprises strategic
land, residential properties, forestry,
renewable enaergy assets, minerals

and quarries.

Context

The sector as a whole is facing a period
of unprecedented change and
opportunity. For ecological reasons and
to support food production and food
security, the UK needs to move to a more
sustainable and regenerative agricultural
model. Post-Brexit government
legislation supports this green
agricultural transition, as do the rapidly
expanding markets for nature-based
solutions tc meet net zero and
biodiversity objectives.

The opportunity
We see four strands of diversified
activity and opportunity:

1. Asan active asset manager witha
genuine long-term view, we are
exploring new diversification
opportunities from change of use of
some of our land and buildings, which
may include small-scale onshore
renewable energy schemes or leisure
uses, to create new income streams
for us and our customers. This will
help our farmers transition from the
future loss of farm subsidies due to
the phasing out of the Basic Payment
Scheme into more diversified
income streams.

2. We can play our partinthe green
agricultural transition, working with
customers, and convening
stakeholders, to incentivise low
carbon farming, pilot new commercial
and tenancy models, co-fund
investment in new technologies or
biodiversity habitats, and pursue
onshore energy opportunities
such as solar, wind, hydro
and geo-thermal.

We will explore solutions in the
nascent carbon offset and
biodiversity net gain markets by
repurposing parcels of farmland for
nature recovery, forestry or
renewable energy, and help establish
the standards in the emerging
nature-based solutions market.
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Windsor & Rural continued

4. We aim to replenish our strategic land
portfolio by identifying and
repositioning existing or new sites
that have change-of-use potential
alongside replenishing our rural land
portfolio where appropriate following
a decade of sales.

Qur vision

We have identified the opportunity to
reposition our portfolio to become a
leading example of large-scale,
sustainable and diversified agricultural
and environmental best practice We
believe that as a significant national
agricultural landowner, we have a critical
role to play in the UK's sustainable
transformation and in stewarding the
UK’s natural environment. We will be
seeking to help transform how active
land management functions, taking a
partnership approach - including with
our farming, residential and business
tenants - to maximise the tand's value
financially, socially and environmentally.
As we look to the future, the outcomes
of disrupting this traditional institutional
Tet-farm medef could have the
apportunity to provide employment,
housing, improved energy and food
praeducticn, biodiversity net gain,
carbon sequestration and offsetting,
and rmany other social and environmenta!
benefits, whilst working alongside and
supporting our existing and new rural
customer hase.

The new strategy and vision for the Rural
portfalio will start to be implemented
during 2022 as we engage further with
rural communities.

° | Read more online at
& thecrownestate.co.uk/windsor-
replanting-2022

Creating a green legacy

We have continued with our ten-year landscape
restoration and replanting programme at Windsor,
and undertaken wider commemorative planting
to celebrate Her Majesty The Queen’s

Platinum Jubilee.

The replanting scheme at Windsor
The Windsor Estate has the largest
collection of ancient and veteran cak
and beech trees in Northern Europe. 1t
represents a very rare, but declining,
habitat for over 2,000 species of
beetle and 1,000 species of fungi.

Due to the impact of disease, storms
and insufficient planting, the Estate
has lost between 10,000 and 15,000
parkland and open grown trees over
the last 140 years. Our planis to
replant these trees into the landscape
at Windsor that existed before World
War Two.

“The ten-year plan will also
increase and accelerate the
planting of a number of
new hedgerows, hedgerow
trees and in-field trees and
it will restore parkland,
wood pasture and all of
Windsor’s derelict ponds
and watercourses.”

John Oliver
Parks Superintendent, Windsor

AN

We are undertaking the replanting over
aten-year period to ensure that the
ancient and veteran trees of the future
are well established, alongside a
variety of species appropriate to the
fandscape and to hopefuily withstand
pests, diseases and the pressures of
climate change over the next century

and beyond.

In all, we'll have planted around 12.9
acres of woods and woodland belts and
2,700 metres of new hedgerows at

- Windsor over the Jast 18-month period.
We have also undertaken 2,000 metres

of traditional hedge laying as part of
our ongoing management

Commemorative planting

In addition to the restoration and
replanting scheme, we have
undertaken some special one-off
projects this year. We have planted two
new avenues, of 70 trees each, in
Windsor Great Park to celebrate Her
Majesty The Queen's Platinum Jubilge.
We have used two species - the field
maple, known for its yellow autumn
colours, and the common hornbeam,
noted for its dense canopy and coppery
autumn colours.

Outside of Windsor, over the next three
years we will be planting a series of
Jubilee Woods within our wider Rural

- portfolio. These may be in single woods

orina number of smaller woods on
each estate, totalling a minimum of 70
acres per estate where possible. This is
a majar new planting initiative, cne of
the largest planting projects in the UK,
and we will also be planting a minimum
of 10 miles of new hedgerows across
our rural estates.

The new Jubilee woodlands, along with
the commemorative initiatives at
Windsor, will be dedicated to The
Queen's Green Canopy - a unique
tree-planting scheme that invites
people from across the UK, and
beyond, to ‘Plant a Tree for the Jubilee’,
an initiative to celebrate Her Majesty
The Queen's 70 years of service, and
create a fegacy in Her honour to benefit
future generations.



Risk management

Introduction
The last year nas been characterised by
significant external change and internal
transformatian.

Qur approach torisk is to ensure that we
manage it at every level within our Group.
Itis part of business as usual and is
integral to every activity. The individual
business units are the owners of the risks
they run and are best qualified to
understand those risks. Our Risk team
facilitates this understanding and makes
sure that everyone is equipped with the
advice, tools and support they need to
manage risks within the rick appetite set
by the Board, in a way that is consistent
with our purpose and values.

Current areas of focus

As the UK moves out of pandemic
management, we are faced with new
challenges, for example the war in
Ukraine, the ongoing energy crisis,
an increasing cost of living, labour
shortages and the pressure that
these trends are putting on many of
our stakeholders.

The continued acceleration of majer
trends around digital disruption,
post-pandemic patterns of work and
the climate and biodiversity crises [see
pages 12-13) could impact our ability
to create value and adds urgency to our
transformation strategy.

Work is ongoing to support our response
to these trends and to enhance the
identification of other new risks.

Risk management framework
The Board is the ultimate cwner of
corporate risk. The Board also sets our
risk appetite - a mechanism by which it
determines the level of risk the Group
should take in the pursuit of its strategy.
In this way, its risk management
rasponsibilities are cascaded through the

Our risk
model

— ’
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business so that decisions can be taken
within a clear framework of acceptable
and unacceptable risk.

Throughout 2021/22 the Audit
Committee regularly reviewed risk
management and internal control
systems and reported its findings to
the Board, as set out onpages 78-81.
Additionally, the Board made an
assessment of the principal risks which
ara set out on the following pages.

in addition to the risk responsibilities held
by individual Group Leadership Team
(GLT) members, the GLT has regular
sessions on strategic and emerging risks,
where current and potential issues are
considered and actioned. This allows an
early discussion of changes in our
operating environment, for example the
implications of the eveolving expectations
placed on us as the government's climate
change and energy agendas develop. The
Head of Risk attends these sessions ta
provide input into this and other elements
of executive decision-making.

A Risk and Assurance Group has been
established to support the further
building of effective control and risk
management intc the operational
management of the business.

Over the year the business-wide risk
platform has been continually enhanced
to further improve our risk management
framework, allowing greater transparency
of individual risk and cantral ownership.
This enables better reporting and analysis
and provides the business with a 'single
source of truth’ which makes the
collective nature of much of our risk
management activity clearer by
highlighting the interdependencies
between the different business units.
Through the coming year, we will be
refining these tools to further improve
our risk management framework.

Our Purpose and Values
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Risk appetite

Dur risk appetite framework drives
decision-making and supports value
creation and value protection. it is
underpinned by an evolving
infrastructure of control-assurance,
review and reporting, and these
processes continue to be developed and
enhanced.

The framework is designed to be
comprehensive and consistent with our
broader measures of success. it hasalso
been designed to be clear and practical,
giving the business readily measurable
criteria aligned with our purpose and
values to assess what we are, and are not,
willing to do to deliver on our strategy.

We have reviewed our risk appetite
measures in light of major trends and our
strategy. The Board has made anly one
change since last year; changing the
appetite for Brand and Reputation from
‘Averse'to 'Cautious' in order to reflect the
reed for greater tolerance for this kind of
risk as we make significant changes in the
business.

As well as our determination of risk
appetite, we recognise that the success
of its application depends on identifying
and understanding our risks, and the
integration of cur broader rigk
management approach into the processes
established for our Value Creation
Framework (see page 90) and strategy
(see page 18).

The risk appetite levels represent
Group-level goals, and there is scope
within a well-balanced portfolio to have a
mixture of risk levels, as long as the
overall portfolio is consistent with the
Board's risk appetite.

Governance

Strategy: Risk
appetite bridges risk
into our strategy

- Strategic
risks

\

— Strategic goals Group and
— Capital allocation

— Business planning

Business Unit

i) T

‘Lessons learned’
inform course
correction, or

Assurance
framework
across three
lines of defence

drives the measures we
use to efficiently and
effectively control

our operaticns

Operational
risks

Operations: Risk appetite

— Operational targets Controls are

— Delivery resourced to
— Direct achieve risk
- Extended appetite
Enterprise

different control
priorities, or
diffarent risk
appetite

including control
effectiveness,
monitoring and
reparting
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Risk management continued

Risk appetite

)
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Risk category

Brand and
Reputation

Social Impact

Environment and
Net Zero

Capital Allocation
and Liquidity

Political Exposure

Legal and Regulatory

Control and
Assurance

Outsourced Activities
and Supply Chain

Business Continuity

and Resilience
Health & Safety

People and Culture

Customer Needs

Stakeholders,
Partners and wider
Convening Activity

Change and
Innovation

Digital
Transformation

Appetite

Description

We have a cautious approach regarding our activities, social media, behaviours or
public proncuncements which may harm eur brand or reputation.

We seek to drive health, wellbeing and community creation and to support
productivity and economic development. We are willing to take risk in the pursuit
of these objectives.

We seek to drive the green agenda and net zero and be recognised as having an
important role in advancing biodiversity. We are willing to take risk in the pursuit
of these objectives.

We recognise that there is a need to take risk in the pursuit of our purpose and
take a risk adjusted approach in the allocation of capital where differing risk
weightings are applied to different activities based on a range of factors. We have
a low appetite to place our liquidity position at risk.

We accept that our activities deem it necessary to navigate the political
environment and that our plans will be impacted by changes in that environment.
We assess our strategy to be responsive to this change, while maintaining our
independence in determining our response.

We wish to avoid, or otherwise manage on an as low as reasonably practicable
basis, risks which involve compliance with primary legislation or regulation.

We have very limited appetite for lack of effective control and assurance around
the operation of our processes including activities relating to the acquisition,
protection and analysis of data. We address these risks through effective
controls, assurance, reporting and governance.

We have limited appetite for risks arising from the operation of our supply chain
and from other outsourced activities. We regard effective control of our extended
enterprise as fundamental to our good operation.

We have limited appetite for risks which erode our ability to continue operating in
the face of operational shocks.

BN 2N NN L o

We have a low appetite for health and safety risk and aspire to a goal of no health
and safety incidents where we operate. Where health and safety risk exists, these
will be mitigated through effective controls.

We are willing to take risk in order to build and maintain a team and culture with
the skills and convictions to deliver our strategy in accordance with our values and
collective identity.

We are wiliing to take risk in the development and delivery of clear and
differentiated value propositions which fulfil or exceed our customers’ needs. We
recognise the need for an ambitious approach to delighting our customers and are
fully conscious that not all new initiatives will succeed as we hope.

We are open to activities that leverage our contractual, commercial and wider
relationships in the achievement of our strategy and our ability to use our
influence to achieve value both directly and indirectly. We are open to taking risks
in growing our convening activity where our convening influence is high.

We are willing to invest in change and innovation and prepared to take risks that
permit us to deliver disciplined wholesale change (business transformation), and
continuous improvement to our operating model and business practices.

RISK APPETITE LEVEL DEFINITIONS

We wil! take appropriate risk in driving our digital transformation to ensure
business resilience into the future and in the pursuit of our strategy and delivery
of our operations.

A

Hungry

We are willing to
take a very high
level of this kind of
risk in order to
achieve our

Seek

We are willing to
take a significant
amount of this
kind of risk in
order to achiave

strategic our strategic
objectives objectives
56

Open

We are willing to
actively take this
kind of risk in
order to achieve
our strategic
objectives

Cautious

We want tc avoid
this kind of risk,
subject to the
extent that doing
this affects other
risk appetite
measures and
strategic
objectives
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Averse

We want to avoid
this kind of risk as
far asis
reasonably
possible

A

Strongly averse
We see avoiding
this kind of risk as
fundamental,
appetite is as near
toczercas is
reasonably
possible



Principal risks and uncertainties
Pages b /-61 set out what we believe to
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be our most significant risks. For each Risk Value Creation Systemic Change
risk we have included notes on our Risk that overall we significantly Risk that systemic change inour
mitigations and some context around underperform our goalsin markets or in our wider business,
why the risk has been included on this creating financial, environmental economic, social or political
list. We have also included mapping to and social value due to market or environment fundamentally
our performance measures (KPIs), an broader economic changes or alters one or maore of our key
indication of what we believe to be the issues in mobilising internal markets or business areas
most pertinent risk appetite measures capacity/capabilities. beyond our ability to effectively
and arrows indicating broadly whether adapt and this results in
we think these risks are increasing or significant underperformance.
decreasing. —_—
Key Value Creation Framework {VCF) Market and sector analyses.
Impact mitigations  in place to continually monitor . . :
3 - - b .
All risks are to be considerad with the performance, with strategic stailed strategic planning
following categories of impact in mind: goals set and measured in Robust strategies created for
. ) . . VCF terms. each business unit.
— Financial, environmental and social
in terms of our Value Creation Mitigating external risks: Ongoing strategy review and
Framewark _ Strategic planning process feedback process.
— Reputation in terms of the effect on Legic panming p :
our people. custo doth — Business planning/ Strategic goals set and
. takF:ehoT dor mers and other prioritisation process measured in Value Creation
— Iriury and loss of if Framework terms,
sy e Mitigating internal risks: ) .
Review and monitoring process
The overall estimate of impact may come — QOparating model review of emerging risks.
from a combination of these components. - (F;i?lr;}ri::gec:I:gr;)evztr;eiltigy Business unit and Group-level
R - h 9 stakeholder engagement at local,
Likelihood (including by the Value it .
A N - . devolved administrations and UK
We evaluate likelihoad of a material risk Creation Committee) levels
event happening across a number of — Financial controls '
broad timeframes, with the greatest — Quarterly business reviews People strategy.
emphasis being placed on the near term
{0-2 years). A comprehensive set of net zera
plans and programme of activity
Likelihood starts at 100% [meaning itis implemented at Group and
certain that the event will occur within business unit level.
1 Q,
el el anderce o 0%
will occur within the relevant timeframe). awaiting validation by the' .
Science Based Targets initiative.
Residual im . . . - .
liE:lihood cl[::;t 2nd Why it Qur markets have experienced Whilst the possibility of systemic
N & matters significant changes, and we are change is ever present, our
The directional arrcws at the end of each : U . .
A . inthe process of delivering a strategic transformation process
column represent a simple evaluation of . - . . . e
) , major operational and cultural is designed to build agility
how we believe these risks have changed . o
; i transformation to meet these and resilience.
over the course of the financial year. changes. We have recognised
While this is not a direct year-on-year 1g8s. grise
. the risk and are addressing it, but
comparison as there has been some the process of change itself
evolution in both the risks included this br?nps risk g
year and in their descriptions, we ° '
nonetheless wanted to provide an .
incication of how our perception of the |- kg™ 000 000000
gravity of each of the risks has changed | ——
in the period so as to give some direction | Keyrisk -
of travel. s 'a:gert!:?te' - @ Capital allocation and liquidity @ Change and innovation
_measure
The evaluation is given in terms of Residual - | I
residual risk, i.e. the direction of impact ~ } impact "’ Ny
and likelihood after the operation of our change - -
existing controls. Residudl <_“_>
. likelihood
change -

OURKPIS
o Growth in net revenue profit e Total return 9 GHG emissicns intensity
o Customer satisfaction e Employee engagement e Health and safaty
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Risk management continued

Principal risks

Risk Strategic Transformation Policy Environment Technology Resilience
Risk that we fail to transform our Risk that pace of change inthe Risk that our ability to run cur
strategy because of constraints policy environment, and a link critical systems or properly protect
arising from an inability tc change between our role and the delivery or process information, either
arising from limitations in our of cartain policy directives, may through internal failures or external
capabilities and capacity, including adversely affect our ability andfor cyber-attack or failure of critical
aninability to respond to change, the perception of cur ability to infrastructure, resultsina
adapt our culture and transform our implement against our mandate. diminished abitity to operate,
operations, or from constraints in damage to our reputation, loss
our constitution, including of confidence with customers/
limitations on our scope for action partners/stakeholders and/or
and access to capital. other costs.
Key Strategic planning process - Business unit and Group-level Modernisation of our (T
mitigations  aligcating resources to deliver stakeholder engagement at local, infrastructure.
the business strategy/strategic devolved administrations and UK
direction with the right control levels. Changes to system configuration
mechanisms in piace to guide T are validated and controlled.
its implementation. Co-ordination of stakehqider )
engagement across business units Continue to:
Business planning/prioritisation and with other interested ’
process - establishment of the organisations. — address potential cyber risks
immediate objectives, identifying {Prepare}
key deliverables against the Stakeholder/ customer engagement — implement effective
h and communication plans as part of h .
strategy and wider vatue . ; X preventative cyber security
S . business unit strategies/Customer e
objectives, strong engagement with Relationshio Management strate controls and activities {Protect)
the business to ensure delivery of P g ay- — implement processes and
priorities in accordance with Continuing to build strong technotogy for the timely
prescribed enterprise prioritisation. retationships across government detection of malicious activity
Operating Model review process and non-government stakeholders {Detect) .
o o ] and interested parties. — develop activities to take action
- building resifience into the ;
) N " . . . upan event detection (Respond)
organisation aligned with our Ongoing review of upcoming i
AT h — enhance resilience and recovery
culture and values. legislative/policy changes that .
- planning {Recover)
could affect our business to
People and culture strategy - identify risks and opportunities
continued focus on culture change includii understa:din markefi Promotion of appropriate internal
through the development of our g g ma behaviours and cyber culture.
- o demands and stakeholder views.
people, creating opportunities . .
N . . Regular reviews of Business
for leadership. Community and wider stakeholder Continuity Plans
. engagement to shape and influence Y '
Governance and oversight - over .
costs. quality and timin the world around us to support Crisis Management Framework
-d ¥ g delivery of our strategies. regularly updated,
Why it The transformation of aur business The changes in the policy We are significantly upgrading our
matters has advanced considerably during environment and the potential for capabilities in this area, recognising
the last year, but this is a process increased stakeholder demands both the need to update systems
which faces internal and external require constant vigilance to ensure and processes and the increased
impediments and will take a number the conscientious delivery of our level of threat in the external
of years to reach maturity. mandate. enwvironment.
Link to
KPis 000 1112 0000
K isk
a:;;iste @ Change and innovation e Political Exposure e Business Continuity
measure and Resilience
Residual — ~
impact \_l/ < > < >
change
Residual £ /N n
likelihood & | |
change
OURKPIS

o Growth in net revenue profit
o Customer satisfaction

e Total return

e Employee engagement
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e GHG emissions intensity
G Health and safety
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change

Risk Marine Delivery Major Incident Talent and Performance
Rigk that we don't deliver the A major incident, series of events or Risk that we cannot attract, retain
Marine strategy to the satisfaction a significant local, national or and develop our talent
of our customers and stakeholders international crisis affecting us requirements and we do not evolve
in a rapidly changing environment could lead to a significant financial our culture to drive effective
of increased complexity. loss, business interruption andfor performance resulting in capability,
reputational damage. capacity and cultural chalienges
which prevent us from exacuting on
our strategy.
Key Building organisational capacity Crisis Management Framework Development and delivery of a
mitigations  gnd capability to deliver against with clearly defined escalation compelling and differentiated
increasing market and processes, and roles Emplaoyee Value Proposition.
olicy d ibilities. - .
policy demands. and responsibilities Building resource and strategic
Continually enhancing stakeholder Regular testing of crisis workforce planning capability.
and customer ergagement. management and business implementation of a new
Deploying capital through targeted ¥ 9 ' pay and performance
strategic investments. Corporate business continutty management framework.
Co-ordination of engagement with g!j:ii'ev;:ﬁ? :zgltug:;:;ﬁg%m Talent and succession structures
other relevant organisations. R ) and practices.
Delivering dedicated offshore :eg:ga:::t::nxz?es Continual evolution of a learning
surveys to enabie better resource pprop g ’ and development curriculum.
planning and accelerate delivery Updating our processes for
of leasing programmes. compliance with the government’s Culture and people engagement plan.
anti-terror 'Protect Duty’ Strategies for listening, diversity,
E;Zae:‘?gg:a;;ﬁ?d 2022 legislation, e.g. equity and inclusion.
P ¥ vulnerability assessments.
Insurance arrangements
are in place and cover
catastrophic events.
Why it The expectations on our Marine The risk remains ever-present, We recognise that talent
matters business have increased particularly for our London management and the delivery of
considerably, in terms of the portfaolia. cultural change are fundamental to
quantum, range and speed of our transformation and this has
expected delivery. been an area of considerable focus,
including the appointment of a new
Director of People and Culture.
Link to
“Kis 00000 0000
Key risk o
‘ ag;;'cist,__.’ e Business Continuity @ People and Culture
: measure and Resilience
 Residual £ £
impact’ N g
change
: Resigqal AN |
fikelihood | N
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Risk management continued

Principal risks

Risk Strategic Relationships
Significant financial loss,
reputation damage or loss of
convening power from failure to
understand and manage strategic
relationships - customers, JV

partners, outsourced service
providers and government - both in
normal circumstances and in times
of crisis. This risk also includes the
risk of failing to monitor and
manage suppliers effectively and of
failing to build supply resilience.

Key Stakeholder/customer engagement

mitigations  4nd communication plans as part of
business unit strategies/Customer
Relationship Management strategy.

Continuing to build strang
relationships with stakeholders
across government and non-
government stakeholders and
interested parties.

DOngoing review of upcoming
legislativefpolicy changes that
could affect our business, to
identify risks and opportunities,
including understanding market
demands and stakeholder views.

Community and wider stakeholder
engagement to shape and influence
the world around us to suppart
delivery of our strategies.

Ongoing national partner mapping
|stakeholder, infrastructure,
devetopment delivery} to unlock
opportunities at scale.

Health and Safety

Risk to health and safety of our
staff, customers, supply chain or
anyone interacting with our
operations or assets, either through
a failure to provide sufficient
ongoing support or through a
significant health and safety
ineident on our premises orin
relation to our portfolio adversely
impacts our reputation, causes
financial loss and/or resultsin
criminal liability.

Comprehensive regufar reporting
to the Group Leadership Team
and Board.

Introduction of our new 'Safsty
First’ framework, supported by
business-wide training and
continuing cultural improvement.

Health and safety policies,
management systems, use of
external standards and business
unit operational contrals.

Clearly defined health and safety
responsibilities and oversight within
the business and our managing
agents, including spot checks and
reviews.

Digital Business
Transformation

Risk that we do not meet our
technological needs and the digital
expectations of our customers,
through failure to act with a clear
purpose and an understanding of
those neads and an integrated
approach to cultural elements.

Development of data foundations
and insights.

Development of a modern [T
infrastructure and automation
across key customer-facing
processes.

Evolution of new innpvative
business models enabling
commercialisation of technology
and data through our digital
portfolios.

Enabling agile delivery and building
product capabilities.

Why it
matters

The range and levels of complexity
of our stakeholder interests have
grown and this continues to be

an area of considerable
management focus.

New structures, resources

and frameworks have been
implemented in the periodto
continue to bring improvements
to this important area.

This aspect of our business has
been augmented in the period with
greater resources, clearer strategy
and continuous improvement of
our capabilities to align with our
technofogical needs and the digital
expectations of our customers.

e 000
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appetite
measure

o Brand and Reputation

ePolitr'cal Exposure
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e Growth in net revenue profit
o Customer satisfaction

e Total return
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Financial statements

Strategic report Governance
-51 5--91 92131
Principal risks Emerging risks

Risk Climate Change
Failure to deal adequately with the
physical effects of climate change,
to manage transition risks such
as net zero legislation or to meet
expectations we have raised in

relation to good practice, result in
damage to our portfolio or reputation.

Key Ensuring our physical assets are

mitigations gy itably assessed for impacts of
climate change and mitigation
steps taken to reduce the risk of
stranded assets.

A comprehensive set of net zero
plans and programme of activity
implemented at Group and business
unit lavel.

Using Task Force on Climate-
related Financial Disclosures
{TCFD} to effectively manage and
report on our transition risks.

1.5°C Science Based Targets are
awaiting validation by the Science
Based Targets initiative.

Further enhancements will be
developed through the integration
of climate change measures into
our VCF and the review of our
transitionat risks in line with

the TCFD.

Why it We continue to maintain our
matters significant commitrment to playing
our part in addressing climate
change, enhanced by the
introduction of more concrete
measures of our performance
in respect of net zero.

- ©O0

Key risk
appetite
measure

o Environment and Net Zero

Residual <_>

impact
change

Residual |
likelihaod N
change

We have a number of mechanisms for
ensuring that emerging risks are
identified and managed effectively. The
principal and most important method is,
and will always be, the alertness of
individual teams operating within their
fialds of expertise and reporting the
changes in risk environment as they
perceive them As well asreporting
through the management structure,
there are various prompts for risk-based
conversations within our governance
structure and operating model.

If particular areas of risk are felt to be
significant then specialist teams are
created including relevant experts and
members of teams affected, or likely to
be affected, by the emerging risk. These
teams are composed for the duration of a
perceived risk and their membership and
reporting mechanisms can be kept fluid
to adapt to an evolving situation. For
more persistent areas of emerging risk,
more structured bodies are created,
with greater formality of reporting

and membership.

There are also various cngoing
structures in place, which enable regular
and formal discussion of emerging risks,
and external specialists are engaged to
track relevant trends and events in the
external environment. The Risk team
itself operates as a risk information
gathering and reporting function through
arange of mechanisms facilitated by its
ongeing cross-business activity,
including representation in key
committees and main decision-making
bodies as well as its extensive contacts
across the Group.
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Governance

Chair’s introduction

An important
transitional year

I believe that the last 12 months will
prove to have been critical to The
Crown Estate’s future success in the
challenging and changing economic
and socio-political environment in
which we expect to be operating for
the foreseeable future.

I am particularly pleased by the way

in which the Board and the new
Executive team have worked together
canstructively and praductively in order
to put in place the foundations to enable
The Crown Estate to deliver on its
mandate in the years ahead. We have
adopted a ten-year strategy - one which
is designed to deliver on our core duty to
maintain and enhance the value of our
estate - which will create lasting and
shared prosperity for the nation.

“The markets in which we operate are all

changing rapidly and profoundly, creating new e Yoy ot the new purpose
and greater challenges, as well as opportunities. The Board agrsed The Crown Estate's
We have a clear focus on value creation and on D020 and phace ome of ur maw steotegic

addressing the things that we can controltomake  direction was approved in February

. s » 2021. This year has seen further
sure that our business is fit for the future. ovolution of that strategy and » foous
upon the key elements which we need
Robin Budenberg to ensure are delivered for the benefit
Chairman of the nation. Guided by our clear and

central purpose and informed by major
trends impacting our business, we seek
to create not only important financial
returns but also environmental and social
value for our stakeholders, for our
customers and for the naticn. We will
play a leading role in the delivery of

the UK's net zero targets and in the
stewardship of the enviropment. We wil
help create thriving communities and
renew urban and rural areas across

the UK.

As | write this note, it is clear that the
issue of national energy security has
rarely been more important. The
demards on the seabed have never been
greater. The markets in which we operate
are all changing rapidly and profoundly,
creating new and greater challenges, as
wetl as opportunities. With the Group

t eadership Team now fully formed and
already working well as a cohesive and
ambitious team, we are better placed to
face the future.
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We have a clear focus on value creation
and on addressing the things that we can
control to make sure that cur business is
fit for the future. Animportant aspect of
this is the work that has continued to
ensure that the Board is able to provide
constructive challenge to the Executive,
ensuring delivery against bath our
targets and our overarching strategy. It
was reassuring in this respact to see the
results of the externally facilitated Board
evaluation exercise showing that the
Executive scored the Board's
performance at a similar level to the
Board's own scores. That is unusual

and it is partly a reflection of the lavel

of transparency and trust that
characterises our engagement and which
has enabled us to embrace the challenge
of how The Crown Estate can most
effectively achieve its statutory purpose
of maintaining and enhancing the value
of our estate, operating in a world which
bears little resemblance to when the
Crown Estate Act became law 60

years ago.

Fulfilling the Board’s remit,
and succession planning

In November last year | commissioned
Bvalco, an independent board advisory
business, to carry out a formal review
of our Board's effectiveness.

Since the appointment of Dan Labbad as
our Chief Executive, the Board has been
very much engaged in developing our
strategy and senior team. The
independent review was an opportunity
to reflect upon the Board behaviours
necessary to support the business
through the crucial shift from preparation
to delivery.

The Board has discussed the cenclusions
of the review exercise (headlines can be
found or: page 77}, and will continue to
reflect on them throughout the next year,
recognising that the individual and
collective strengths of any board need

to be underpinned by consistent use,

and modelling, of effective behaviours.

There was much to take away from the
repert's findings and, as a Board, we
shalt be especially conscious of the
additional value we can inject around
the measuring of performance, and
facilitation of greater interaction. Indeed,
the Executive Director, Operations has
already been charged with developing a
suite of performance measures as part
of the business planning process, and
opportunities have been identified for
the Non-Executives to engage with
colleagues beyond those who regularly
present at Board meetings.

Gaovernance

Strategic report
01-61 67-91

On the particular issue of Board
composition, | am very conscious of the
need to ensure that our Board is, in the
broadest sense, a diverse one, and | am
pleased to report that our gender
diversity is strong.

The last year has seen twoe Board
colleagues complete their terms at

The Crown Estate and | am immensely
grateful to both Lynda Shillaw and
Professor Peter Madden for the
knowledge, insights and perspectives
which they brought to our considerations,
as Commissioner and Counsellor
respectively. Beth committed
considerable time outside of our formal
Board meetings to lend support to our
new Group Leadership Team. Appeinting
two new Commissioners to address
identified neads has taken longer than
we had hoped and so our numbers were
reduced for the final quarter of this
reporting period. There is a detailed
process that rightly needs to be
followed and the appointment of any
Commissioner is ultimately in the gift of
Her Majesty The Queen, upon the advice
of the Prime Minister of the day and the
recommendation of the Cabinet Office.

| am hopeful that we shall shortly be
announcing the appointment of two new
Commissioners and | look forward to

. warking with them to provide the

necessary support and challenge to our
Leadership Team, to ensure delivery of
our ambitious vision around the
contribution The Crown Estate can make
to the wellbeing of our nation. | am
confident that, with the addition of two
new Commissioners, we shall be even
better placed to meet the challenges and
oppartunities ahead.

It gives me great pleasure to
congratulate Karen Jones on receiving
the award of Dame Commander of the
Order of the British Ermpire for services
to Business and to the Hospitality
Industry in The Queen's Birthday
Honours 2022, Karen has been a
Commissioner since January 2020
and is our Senior Independent Board
Member and Chair of our Sustainability
Committee.

How the Board supports

our culture

As will doubtless have been the case
with so many businesses, | have found
a palpable sense of refief amongst

" colleagues to be back meeting in person

once more, and | ook forward to a year
ahead with plenty of opportunities

for the Board to engage with a cross-
section of our colleagues and wider
stakeholders, both in L.ondon and
across the country.

Additional information
137136
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Conscious of the inevitable disruption of
the last few years, { am keen to ensure
that the Board plays its part in shaping
our culture, to help align company values
and purpose with strategy and execution.

In recent months, the Board has received
an analysis of an ali-colleague One Voice
survey and its implications for our
business. We have subsequently
reviewed propesals for performance
management, including the use of
Connected Conversations as part of an
emerging new Total Reward strategy, and
the development of a Crown Estate Story
as a plalform for conversation and
decision-making. The Board welcomes
the new approach and locks forward to
seeing the evolution and delivery of this
strategy alongside our new People
strategy, the implementation of which

we will continue to monitor on at least a
six-monthly basis.

Whilst cur remit is set in the terms of the
Crown Estate Act 1961, our strategy,
value creation abjectives and culture
evalve together as the business aligns
its priorities, strategic direction and the
behavicurs required to deliver it. The
Board is clear that to reach our goals,
we need to play our part in inspiring our
pecple on the transformation journey
ahead of us and paint a clear picture of
where we are going. | have no doubt that
this wili be further supported by the
rollout of our new People strategy over
the coming months.

Celebrating Her Majesty’s
Jubilee

As we join Her Majesty The Queen, and
the nation, in celebrating The Queen's
Platinum Jubilee, we naturally reflect on
the principles of service, stewardship
and legacy. Such principles underpin all
that we do at The Crown Estate. We have
a respensibility both to this generation
and to that which wilf follow. There could
be no greater rale model for all of us at
The Crown Estate than Her Majesty.
She embodies the values to which we all
aspire as we fulfil our statutary mandate
to maintain and enhance the value of our
estate and the return obtained from it,
striking a balance between the short and
the long term. We are proud to have
spent the last two hundred and sixty
years working for the benefit of the
nation and we congratutlate Her Majesty
on Her seventy-year reign as our
Sovereign, during which she has
selfiessly dedicated herself to service
to our nation.

Robin Budenberg
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Governance at a glance

Robust, unobtrusive governance is central to
The Crown Estate’s ability to remain relevant and agile.

The sectors in which we operate are very
diverse and that requires governance
which is flexible enough te address those
differences but focused encugh to
ensure a holistic approach to the delivery
of our strategy.

Owur governance must reflect our risk
appetite and ensure our long-term
resilience in the face of rapidly changing

Guide to the Governance section
The Crown Estate’s overarching
governance requirements are codified

in the Crown Estate Act 1961, and
supplemented by a framework
agreement between The Crewn Estate
and the Treasury. Where compatible with
The Crown Estate'’s constitution, our
corporate governance design framework
is aligned with the 2018 UK Corporate
Governance Code {the Code) as a further
guarantee of best practice

The Crown Estate seeks to deliver good
corporate governance in alignment with
our strategy and in service of The Crown
Estate's purpose. To that end, our
adoption of the Code isused as a
benchmark for our corporate
governance performance.

We also use the Code disclosurg
reguirements as a means to demonstrate
goed governance practice to all of

our stakeholders.

For clarity around how this Governance
section reflects the themes of the Code,
the individual headings of the Code are
addressed as highlighted on the right.

Details of our Executive and Group
leadership are set out on pages 90-91.
Our Accounting Officer's statement is on
page 74.

markets and external dynamics
impacting upon us in fulfilling our
purpose, to deliver {asting and shared
prosperity for the nation.

The Crown Estate is committed to
demonstrating transparency, and
implementing best practice corporate
governance.

Board Leadership and
Company Purpose

Our Board has a clear role in service of
The Crown Estate’s purpose. Read
about how it discharges its leadership
responsibility, sets strategic direction
and provides independent and
objective rigour to The Crown Estate's
strategic thinking, including through
our new Sustainability Committee (see
pages 88-89).

H Read more
- on pagas 65-73

Division of Responsibilities
Discover how our Board has
structured the corporate governance
of The Crown Estate to deliver
strategic decision-making with
proportionate checks, balances

and controls.

Read more
- on pages §5-71

Audit, Riskand

Internal Control

See how our Audit Committee oversees
the structures and processes by which
we manage and assess risk and assure
ouwr control environment.

Read more
;> on pages 78-81
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Composition, Succession

and Evaluation

Find detail on how cur Board delivers
continuous improvement and how

it rigorously assesses its own
performance, while our Nominations
Committee works to ensure we
continue to attract, nurture and
develop people to deliver our strategy.

Read more
7 on pages 75-77

Remuneration

Read the report on how our
Remuneration Committee seeks to
develop and integrate remuneration
poticies that promote the delivery of our
strategy, the creation of value and the
long-term success of The Crown Estate.

E Read more
7 on pages 82-87
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Strategic report

Governance framework

Govarnance
01-61 67-31 97131

The Crown Estate’s governance has been developed in alignment with our long-term strategic
approach, with purpeseful, risk-weighted and proportionate delegations underpinning a clear

division of responsibilities and accountabilities.

NON-EXECUTIVE BOARD COMMITTEES
Four independent Non-Executive Board Committees ensure focus and challenge around
those areas at the heart of the delivery of The Crown Estate’s purpose and strategy.

Audit
Committee
Provides key challenge and
oversight on The Crown
Estate’s reporting, risk
management framework,
internal controls {including
firancial controls], policies
and procedures.

Nominations
Committee
Responsible for ensuring
that the Board and its
Committees benefit from a
mix of skills, experience
and knowledge that
supports The Crown
Estate's strategy and
promotes our success
in the long term.

a Read more E Read more
7 chpages 75-77 7 on pages 78 - 81

| 0

Remuneration
Comimittee
Responsible for ensuring
that remuneration policies
and practices at The
Crown Estate support our
strategy and promote our
success in the long term.

Read more
» on pages 82-87

Financial statements

Additional information
132136

Sustainability
Committee
Responsible for ensuring
that The Crown Estate's
approach to sustainability
exemnplifies best practice in
ESG - embedded in delivery
of the organisation’s
strategy and in alignment
with its purpose, values
and targets.

Read more
./ on pages 88-89

The Board*
Setting strategy, answering our most
significant corporate guestions and ensuring
The Crown Estate meets exemplar standards.

Chair ot

Senior Independent Board Member
- {Senior Independent Dirsctor}

Indepandent Non-Executive

BosrdMembers 4
ExecutiveBoard Member 1
Non-Executive Board Counsellor 1

* Asat1Aprit2021. By 31 March 2022, there
were three Independent Non-Executive Board
Mambers.

Read more
7 on pages 86-87

[

Value Creation Committee (VCC)

Shaping and approving value creation proposals (investment and development), the VCC
reports into the Board and was established to ensure that we meet our wider financial,
environmental and social commitments in line with our purpose. It replaced the former

investment Committee during 2021/22.

E Read more
i+ on page 50

LN -

Group Leadership Team (GLT)
Consideration of strategy and business plans. Provision of overall Group leadership,
and quarterly review of core business activity, During the course of the past year,
all outstanding appointments to leadership roles were concluded and the GLT now has

eleven members including the Chief Executive.

5 Read more
! on pages 90-91
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Our Board

The membership of our Board is built upon the principle
that a diversity of skills, background, experience and

approach underpins strong decision-making. Our Board’s

purpose is founded on independence and diverse

thinking which it leverages to set strategy and

constructively challenge our business in service of The
Crown Estate’s purpose - to create lasting and shared
prosperity for the nation.

BOARD MEETING ATTENDANCE

Board Member/Counsellor Board  Strategy session
Robin Budenberg 8/8 111
Dan Labbad 8/8 11
James Darkins 8/8 1/1
Paula Hay-Plumb 8/8 1/1
Lynda Shillawl 5/5 1/1
Karen Jones 7/8 1/1
Juliet Davenport 8/8 in
Peter Maddent! 55 111
Sara Wood* 6/6 i1

1. Until 31 Decemnber 2021.

2. Appointed as a Board Counsellor from 'L July 2021, -

BOARD DIiVERSITY

Maintaining an appropriate balance, including a diverse range of skills, experience,

knowledge and background on the Board, is important to us. We are constantly

working toward ensuring that we can demonstrate that diversity across gender, social
background and ethnicity. Diversity (below] inciudes Board Counsellors to ensure a fuil
impression of the balance of voices and perspectives included in Board discussion.

Board diversity Board tenure

D Female 57% (1 1-2 years 2

[ Mate 43% [ 2-4 years 2
!:] 4-6 years 1
D 6-8 years 2

TERMS OF APPOINTMENT

Board Members of The Crown Estate are appointed as a Commissioner under Royal Warrant for a period of up to
four years. A Board appointment may be renewed for one further period of up to four years, with a maximum term
of service of aight years [plus a maximum period of two years as a Board Counsetlor]. The Crown Estate Act 1961

spacifies that thera may be no mare than eight Commissioners, one of whom will be First Commissioner, who will
Chair the Board. Board Counsellor appointments are not to the statutory position of Commissioner, and are
therefore made under a contractual appointmaent, for a period of up to four years, with the possibility of renewal.
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Robin Budenberg CBE
Chairman, Independent
Non-Executive Board
Member and First
Cammissioner

Appointment: Robin took up
the post of Chairman of The
Crown Estate on 1 August
20186 and was reappginted
for a further four years on

1 August 2020.

[}

Tenure: 5 years 8 months

Committees: {_N] {_fr\;

Key strengths: Strategic
overview fLeadership /
Finance f Governance

Dan Labbad

Chief Executive, Accounting
Officer, Executive Board
Member and Second
Commissioner

Appointment: Danwas
appeinted as Chief Executive
on 8 December 2019 and to
the Boardon 1 January 2020.

Commiittees: None
Tenure: 2 years 3 manths

Key strengths: Leadership /
Proparty / Infrastructure /
Sustainability / Change
management



James Darkins
Independent Non-Executive
Board Member

Appointment: James

was appeinted to the Board
on 1 January 2016 and
reappointed for a further four
yearson 1 January 2020.

Committees: i_] @

Tenure: 6 years 3 months

Key strengths: Strategic
leadership / Real estate
investment management /
Joint ventures

A ——s s o ok i

Sara Wood
Board Counsellor

Appointment: Sara
was appointed as Board
Counsellor on 1 July 2021.

Committees: Nore
Tenure: 9 months

Key strengths: Digital
innovation / Platform and
data technology / Retail and
energy sectors

Strategic report
*-81

Juliet Davenport OBE

Independent Non-Executive
Board Member

Appointment: Juliet was
appointed to the Board on
1 September 2020.

Committees: ‘7§7
Tenure: 1 year 7 months

Key strengths: Renewable
energy / Innovation

DEPARTURES DURING THE YEAR

Lynda Shillaw
Independent Non-Executive
Board Member

Appointment: Lynda served
froam 1 January 2018 to
31 December 2021.

Committees: | A

L2

Tenure: 4 years

Key strengths: Real estate,
retail and infrastructure /
Finance

Governance
67 81

)

Paula Hay-Plumb
Independent Non-Executive
Board Member

Appointment: Paula was
appointad to the Board on

1 January 2015 and
reappointed for a further four
yearson 1 January 2019.

e
Committees: !ﬂ

Tenure: 7 years 3 months

Key strengths: Finance /
Governance and audit /
Regeneration

%

ek

Professor Peter Madden OBE
Board Counsellor

Appointment: Peter served
as a Board Counsellor from
1 January 2014 to

31 December 2021.

Comimittees: EE
Tenure: 8 years

Key strengths: Sustainability
and climate change /
Strategic, scenario and future
planning / Digital
transformation

Financial staterments
7131

Additional information
137-138

Dame Karen Jones DBE
Independent Non-Executive
Board Member and Senior
Independent Board Member

Appointment: Karen was
appointed to the Hoard on
1 January 2620 and as

Senior Independent Board
Member (equivalent to the
role of Senior Independent
Director) on 9 June 2020.

Committees: |—N— SJ
Tenure: 2 years 3 months

Key strengths: Food, retail
and leisure markets / Digital
and online retail f Property
and place-making

KEY
E‘ Audit Committee
Member

[W Nominations Committee
Member

lrFT Reruneration Committee
Member

{ §} Sustainability Committee
Member

B Committee Chair

"] For full biographical details
of our Board Members,
including relevant skills
and experience, visit:
thecrownestate.co.uk/
our-board
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Embracing the principles of section 172 of the Companies Act 2006

Best practice, transparency, collaboration and equity are key themes which
underpin the way in which The Crown Estate delivers prosperity for the nation.

Engaging with our stakeholders

The
Sovereign

A\

Governments

QOur

and regulators | THECROWN
€y ESTATE

Qur

communities

partners

For more information about our
stakeholders, please see pages 16-17

Whilst the Companies Act 2008 {the Act)
does not apply to The Crown Estate, this
section cutlines how the Board has given
due consideration to the matters set out
in section L72{1)a}l-(f) of the Act and has
elected to adopt its principles as a guide
to best practice disclosure. In so doing,
the Commissioners have had regard,
amongst other matters, to the:

1. Likely consequences of any
decision in the long term

The very purpose and ethos of The
Crowr Estate is rooted in ensuring
long-term value creation. Qur duty is to
maintain and enhance the value of the
estate we manage for the benefit of this
and future generations. During this
financial year we have embedded our
Value Creation Framework into our
decision-making, and established a
Sustainability Committee with the key
objective of ensuring that The Crown
Estate's approach to sustainability
exemplifies best practice in ESG.

2. Interests of our employees
Central to our recent organisational
restructuring was the creation of amore
horizontal structure and empowering of
our people. Empathy, fairness and equity
are fundamental values underlying both
Board discussions and those at the
operational level. Specific initiatives in
this area include reverse mentoring, and
individual spensorship by GLT members
of diversity networks. Responding to
feedback, the introduction of Connected
Conversations has been designed to
create space for good quality
conversations that will help us to
understand each other better, identify
apportunities for learning and personal
satisfaction or growth, and recognise
everyoneg not just for what they have
done but how they have done it
Connected Conversations alsc helps te
build a strong connection between cur
day-to-day role and our purpose,
strategy and values, driving high
perfarmance across the business.

68 The Crown Estate irtagratnd A«nual Renors and Accounts PCR1IFZ

3. Need to foster our business
relationships with suppliers,
customers, and gthers

The Board understands that working in
an open and cotlaborative way with
stakeholders is fundamental to how we
strive to deliver prosperity for the nation.
Due to the number, diversity and
distribution of our stakeholders, it is
inevitable that much of the engagement
takes place at an executive and
operational level, but the importance of
building and maintaining strong
relationships is key for us.

4. Impact of our operations on the
community and the environment

The newly formed Sustainability
Committee is a high tevel forum for
focusing on The Crown Estate’s
environmental and social impact, striving
to adopt best practice in both. Over the
last year, we have developed challenging
and meaningful science based targets
far carbon reduction across our business
activities

5. Desirability of maintaininga
reputation for high standards

of business conduct

The Crown Estate aspires to be a market
ieader, adopting best practice in the way
in which it goes about its business. This
year has seen a comprehensive review of
the suite of governance documents and
core policies around how the business
conducts itself and engages with those
with whom it deals across the full range
of its business activities.

6. Need to act fairly as between

our members

The Crown Estate does not have
shareholder members but the Crown
Estate Act 1261 imposes a general duty
upon the Commissioners, while
maintaining The Crown Estate as an
estate in land, to maintain and enhance
both its value and the return obtained
from it. In our accounts, the
Commissioners are required to
distinguish between capital and income
and to make any proper adjustments
between our capital account and income
account. inthese ways, The Crown
Estate is mandated to act fairly as
between its primary stakeholders.
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The Crown Estate has a unique constitution, managing assets on behalf of the
Crown, under a statutory mandate overseen by the Treasury.

The Crown Estate’s constitution
The Crown Estate Act 1961 (the Act)
adopted the recommendations of the
Report of the Committee on Crown
Lands 1955 (known as the 'Eve Report’
after its author, Sir Malcolm Trustram
Ewve), which envisaged the rele of the
Crown Estate Commissioners as
analogous to that of trustees of a trust.
It established the Crown Estate
Commissioners as a corporate body
operating with an independent
commercial mandate in the management
of The Crown Estate. As such, the Crown
Estate Commissioners is a statutory
corporation and not a company for the
purposes of the Companies Act 2006.
The formal name of the organisation is
the Crown Estate Commissioners,

but it operates under the trading name
‘The Crown Estate’ and any reference

to ‘the Commissioners’in this report

is to the individual Executive Board
Member and Independent Non-Executive
Board Members collectively. The
Commissioners collectively form

the Board.

The primary statutory duty of the
Board is to maintain The Crown Estate
as an estate inland and to maintain
and enhance its value and the return
obtained from it with due regard to the
requirements of good management.
Good management encompasses broad
value creation, including a commitment
to environmental and social value
creation, in alignment with strong
financial performance.

The Crown Estate has the authority to
perform all acts of the Crown’s right
of ownership, subject cnly to any
restrictions in the Act.

A headline summary of the key
restrictions in the Act are that The Crown
Estate cannot:

— borrow;

— invest in equities;

— acquire land outside the UK; or

— grant leases for more than 150 years.

The Crown Estate must comply with
written directions given to it by the
Chancellor of the Exchequer about the
discharge of its functions under the Act.
The revenue prcfit of The Crown Estate
is paid into the UK Consolidated Fund,
where it is added to the funds arising
from general taxation.

Role of the Treasury

The Treasury is charged by Parliament
with oversight of The Crown Estate and
acts as The Crown Estate’s sponsoring
department That oversight
encompasses those funds which are
provided by Parliament {Rescurce
Finance) to The Crown Estate under
Paragraph 5 of The First Schedule to the
Act, as a contribution towards the cost of
Commissioners' salaries and the
expenses of their office.

The formalised arrangements for
management as between the Treasury
and The Crown Estate are recorded in

a framework document, which can be
found on The Crown Estate’s website and
was most recently updated in 2020:
thecrownestate.co.uk/treasury-framework

The Sovereign

The assets managed by The Crown
Estate are not the property of the
government, nor are they part of the
Sovereign's private estate. The assets
form part of the hereditary possessions
of the Sovereign inright of the Crown; in
ulher words, lands owned by the Crown
corporately not persaonally.

The Crown is distinct from the Sovereign
or Monarch. It encompasses both the
Sovereign and the government and it is
one of our oldest institutions.

In 1066, all land in England was deemed
to belong to William the Congueror “in
right of the Crown”. By the time George |l|
acceded to the throne, the size of the
estate had reduced and it was producing
insufficient revenue and so he
surrendered Crown revenues to the
management of Parliament as part of a
settlement for Crown Lands in 1780.
Since that time, the Sovereign has played
no part in managing Crown land. The
functions of the Crown are ordinarily
exercised by Ministers of the Crown
accountable to Parliament. However, in
the Act, Parliament charged the
Commissioners with the function on
behalf of the Crown of managing and
turning to account the land and other
property, rights and interests vestedin
the Crown.

It is the Treasury which oversees The
Crown Estate in the performance of that
function. The Sovereign is an important
stakeholder for us as we manage ocur
estate on behalf of the Crown and the
Act requires the Commissioners to make
to Her Majesty areport onthe
perfermance of their functions in each
year and to lay a copy of their report
before Parliament. This Annual Reportis
addressed to Her Majesty The Queen, as
referenced on the contents page.
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How the Board operates

The independence of the Board
It is essential to cur approach to
governance that the Board is able to
demonstrate an appropriate level of
independence.

To support this, we continuously review
the independence of each of our
Non-Executive Board Members against
the criteria for independence as set out
in Provision 10 of the 2018 UK
Corporate Governance Code. With
regard to Provision 7, cur formal
declarations of interest processes
confirm that none of the Non-Executive
Board Members has (to their knowledge)
any conflict, or potential conflict, of
interest which has not been disclosed to
the Board, nor any connection through
employment, business or personal
relationships that might lead to an
erosion of independence.

The same assessment of independence
is conducted and reported with regard to
each of our Board Counsellors, though it
should be noted that their ongoing
independence is not a condition of
service, as they do not form part of the
formal Board decision-making process.

A fulllist of declared interests

can be found on The Crown Estate's
website at: thecrownestate co.uk/
declaration-of-interests

Delegation

In recent years, our Board had refined or
restated all of the financial and non-
financial delegations at The Crown Estate,
and continues to de so as part of a rolling
review of Board and Committee terms of
reference. Our delegations are regularly
reviewed to ensure that they are current
and continue to enable the delivery of our
strategy. Key delegations are reported on
the individual Committee pages.

Amongst the changes made to these
delegations during the 2021/22 financial
year were the decisions to stand down the
Group Leadership Team (GLT) as a formal
Committee, and to transfer its investment
and operational delegations to a newly
constituted Valueg Creation Committee
(VCC). This change has ensured that the
enlarged GLT is able to focus on strategy,
people and culture and operational
delivery, including risk, and health and
safety, whilst enabling a smaller, more
agile VCC - through the implementation of
a Value Creation Framework addressing
financial, environmental and social
considerations - to consider and approve
value creation initiatives {including capital
requests) put forward by the business.
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Board activity and
administration

The Board held eight scheduled meetings
spread evenly throughout the year. In
addition, the Board held & two-day
strategy session in October, where the
Board focused on signing off our new
strategic direction - phase one of which
had been presented to, and approved by,
the Board in February 2021.

Board meetings are scheduled for at
least three hours, and are augmented

by time spent in closed session for Beard
Members and also for Independent
Non-Executive Board Members only (hoth
with and without the Chief Executive)

Board and Committee meetings are
ore-scheduled on arolling calendar year's
notice and information relating to each
individual meeting is (other than in
exceptional circumstances) provided at
least one week ahead of the meeting
itself to allow proper consideration.

Administration of the Board is the
responsibility of the Company Secretary
who onerates the key procedures and
policies of the Board, and maintains our
corporate records and the terms of
reference for our Board and Committees.
Following Rob Booth's move from the
Company Secretary role to become Head
of Marine Assets, Nichclas Cheffings
took aver as interim Company Secretary
and Head of Legal {from 21 June 2021 to
31 March 2022). The Board appointed
Neetu Ogle as the new Company
Secretary from 1 April 2022, alengside
her rale as Group Head of Legal at The
Crown Estate.

Due to the COVID-19-related restrictions
during the year, our Board meetings were
a combination of virtual, physical and
hybrid meetings, and facilitated by the
digital tools available to Board Members
and attendees, in accordance with our
astablished governance procedures
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Division of responsibilities

Whilst the Board operates as a cohesive body in fulfilling its role, individual
members of the Board have distinct roles to play.

Role*

Respensibilities

Leadership

Chairman

The Chairman is First Commissioner and is responsible for chairing the Board and
overseeing the official business of The Crown Estate; ensuring its effective
operation; and keeping under review the general progress and long-term
development of The Crown Estate. The Chairman is also respeonsible for the annual
evaluation and appraisal of the Chief Executive.

Chief Executive

The Chief Executive is currently the only Executive Board Member, discharging
the role of Beard Member, as Second Commissioner, alongside his executive
duties. His executive role encompasses developing and implementing strategy,
overseeing operations and ultimate responsibility for risk management, people and
culture. The Chief Executive also has indepandent duties and responsibilities to
the Treasury as Accounting Officer.

Oversight

Senior Independent Non-Executive
Board Member

In addition to the role of Non-Executive Board Member, the Senior Independent
Board Member’s role includes evaluating the performance of the Chairman,
representing the Board in Board Member recruitment, acting as a check and
balance to the Chairman, and acting as an intermediary for other Board Members.

Independent Non-Executive
Board Members

The role of the Independent Non-Executive Board Member is to bring exemplary
skills and experience to the Board. This ensures an adequate balance of skillsis
available to The Crown Estate in order to fulfil its strategic objectives in
compliance with its constitution and in service of The Crown Estate'’s purpose.

* Al Board Member appointments are documented in a formal contractual appeintment, which supplements the Royal Warrant granted to Commissioners by Her Majesty
The Queen The appointment includes the detailed dutias of a Board Member and provides an indemnity for personal civil liability arising from the discharge of those
duties, provided that the Board Member has acted honestly, reasonably and in good faith.

Board Counsellors {(Nen-Executive)

The role of the Non-Executive Board Counsellor is to assist the Board by
supplementing the collective skills, expertise and knowledge of the Board
Members, to inform Board decision-making.

Board Counsellors attend Board meetings as advisers (i.e. in a non-voting role).
They may have been a Crown Estate Commissioner or may be expected to become
a Crown Estate Commissioner in due course, or they may be appointed to bring
specific expertise.

Governance

Company Secretary

The Company Secretary advises the Chairman, the Board and individual Board
Members an their responsibilities under the prevailing regulatory framework.

The Company Secretary supports all meetings, and ensures clear and timely
infarmation flows both between the Board and its Cammittees, and between the
Group l.eadership Team and the Non-Executives. The Company Secretary works
with the Chairman to facilitate the induction of new Non-Executives, and the
provision of professional development as required.
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How the Board supports strategy

The Board has, throughout the year, been engaged in a series of discussions
which underpin the delivery of The Crown Estate’s strategy.

Strategic priority

The Board's role

Setting risk appetite

Establishing and reviewing the Group risk appetite, and setting expectations for oversight
of the monitoring of risk and risk controls by the Audit Committee.

Enabling Offshore Wind

Establishing and monitoring an augmented governance process necessary to fulfil The Crown

Leasing Round 4 Estate's role as a competent autharity under the Habitats Regulations.
Shaping The Crown Discussing the framework in context of risk appetite and strategy, informing emerging
Estate’s Capital strategy for individual Strategic Business Units ([SBUs}.
Allocation Framework

Establishing the basis far thinking about cur business in terms of risk typology and return.
Approving strategy and Discussing, challenging and ultimately approving the Group strategy, and direction of travel
business plans of strategies for the individual SBUs.

Supporting development

Discussing engagemaent with the potential carbon capture, usage and storage {CCUS) market.

of nascent net zero

technologies Evaluating, testing and ultimately approving the proposed commercial structure and approach
for future CCUS prajects.

Evaluation of external Considering and evaluating the riskfopportunity arising to The Crown Estate from prevailing

environmental risks,
trends and opportunities

macroeconomic conditions.

Oversight of the Group
development pipeline and
approval of near-term
projects

Reviewing, evaluating and ultimately endorsing the Group disposal and development strategy.

Evolving our approach to
sustainability

Establishing and setting the terms of reference for a Sustainability Committee.

Reviewing and endorsing science based targets as part of the business’s 2030 carbon
reduction commitments.

Setting of remuneration

strategy.

Approving the 2020/21 bonus framework.

Approving the 2021/22 bonus structure, and endorsing proposals for a new Total Reward

The Board discussing ecology with
members of the team during its
Board visit to Windsor in March 2022,
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May 2021 — Setting Board chjectives — Approval of the annual business plan
— Review of Declarations of Interests and — Consideration of HRA enhanced governance
Medern Slavery policies process
— Endorsing Board annual activity proposals — Receipt of updates on the London and Windsor
-— Receipt of Committee Chairs’ updates & Rural Strategic Business Units
— Receipt of Chief Executive/management
updates
June 202t — Receipt of Chief Executive/management — Review of Quarterly Integrated Corporate Report
updates - Receipt of update on development projects
— Annual review of health, safety and — Annual Performance Review 2020/21
environment report — Approval of Annual Report and Accounts
2020/21
July 2021 — Review of half year Board actions -- Review of updated NRP payment proposal
— Receipt of Committee Chairs' updates — Proposed 2021 targets - Market and
- Receipt of Chief Executive/management Research update
updates
— Establishment of Board Sustainability
Committee
September 2021 — Review of Declarations of Interests — Receipt of Q1 Integrated Corporate Report
— Receipt of Chief Executive/management — Receipt of Marine strategy update
updates — Launch of Chairman's annual appraisal
October 2021 — Review of Group strategy — Review of Regicnal strategy
(two days) — Review of macro trends and themes — Review of London strategy
— Review of Value Creation update: financial — Review of Windsor & Rural strategies
{returns and capital), sustainability and Value — Review of Marine strategy
Creation Framework and targets — Review of Digital strategy
— Review of operational design and delivery, — Receipt of Customer update
building capability — Review of Principal risks and Risk appetite
-~ Receipt of People and Culture update — Discussion of Group priorities
— Receipt of Remuneration update
— Receipt of HRA update
December 2021 -— Discussion on status of Board objectives — Receipt of HSE and Wellbeing Half Year
for 2021/22 Performance Report
— Receipt of Committee Chairs’ updates — Receipt of Marine research update on
including newly established Sustainability international benchmarking
Committee — Receipt of strategic land update
— Approval of Sustainability Committee terms — Review of Board activity schedule
of reference — Receipt of Tetal Reward framework update
- Receipt of Chief Executive/management
updates
— Receipt of Finance updates for H1
performance and NRP payments processes
January 2022 -~ Review of Group priorities — Approval of Rural strategy
— Receipt of Chief Executive/management — Approval of Regional mixed-use strategy
updates — Adoption of science based targets for carbon
— Review of political landscape reduction across the business
— Receipt of macroeconomic briefing
March 2022 — Review of Board effectiveness exercise — Consideration of Total Reward strategy
(two days) — Windsor visit — Review of 2022/23 business plan

— Receipt of Pecple and Culture update

Receipt of Chief Executive/management
updates
Receipt of Committee Chairs’ updates

— Receipt of Marine strategy update (CCUS)
— Approval of health and safety strategy
— Setting of Board effectivenass next steps
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The Accounting Officer’s statement

The Accounting Officer

The Treasury has appointed The Crown
Estate's Chief Executive {the Second
Commissioner) as the Accounting Officer
for The Crown Estate. His responsibilities
as Accounting Officer, including those
relating to the propriety and regularity of
The Crown Estate’s finances and for the
keeping of proper records, are set outin
the framework document between The
Crown Estate and the Treasury, and in
‘Managing Public Money'. That
framework document, which was
updated in 2020, can be found online at:
thecrownestate.co.uk/treasury-framework

With regard to this Annual Report, the
Accounting Officer discharges part of
that personal responsibility, in confirming
the accuracy and completeness of the
Annual Reportitself, in alignment with
determining that it is fair, balanced and
understandable in accordance with the
2018 Corporate Governance Code.

The Accounting Officer responsibilities
are delivered in alignment with the
requirements and duties provided in the
Crown Estate Act 1961 To that end, the
Chief Executive is supported in
discharging his responsibilities as
Accounting Officer by the Board of

The Crown Estate.

The Board is responsible for ensuring
that The Crown Estate has in place a
proper system of controls, financial and
otherwise; and under section 2(5) of the
Crown Estate Act 1961 is required to
prepare a statement of accounts in the
form and on the basis determined by the
Treasury. The financial statements are
prepared on an accruals basis and must
give a true and fair view of The Crown
Estate's revenue and capital position, the
state of affairs at the financial year end
and of income and expenditure and cash
flows for the financial year in question.

In preparing The Crown Estate's
accounts the Beard is required to:

-— observe the accounts directions
issued by the Treasury, including the
relevant accounting and disclosure
reguirements, and apply suitable
accounting policies on a consistent
basis;

— make judgements and estimates on a
reasonable basis;

— state whether applicable accounting
standards have been followed, and
disclose and explain any material
departures in the financial
statements; and

— [as appropriate) prepare the financial
statements on a going concern basis.

The Accounting Officer’s
statement

As Accounting Officer, it is my judgement
that The Crown Estate is supported by
an appropriate governance framework.

I also confirm that this Annual Report
accurately represents the operational
activity and financia! perfermance of The
Crown Estate in the 2021/22 financial
year and sets out the principal issues and
opportunities facing the business, and
the processes in place to manage them.

| believe that this Annual Report satisfies
the 2018 Corporate Governance Code
requirement to be fair, balanced and
understandable and satisfies the level
and form of reporting required by the
Crown Estate Act 1961, our framework
document with the Treasury and
‘Managing Public Money’.

So far as ) am aware, there is no relevant
audit information of which the auditor is
unaware. | have taken appropriate steps
1o make myself aware of that relevant
informaticn and have established that
the auditor is aware of that information.

In last year's Accounting Officer's
statement, | noted our work to
systematically strengthen the processes
and controls across the enterprise and to
embed these within our culture. The
control enhancement activity has
progressed over the course of the year,
with a focus on key controls and the
establishment of clear responsibilities
across the business as we restructured
in support of cur strategy.

| also recognised that it will take a
number of years to achieve the standard
we aspire to, but | am satisfied that we
are making improvements both in the
aperational discipline within the business
and in the integration of my Accounting
Officer responsibilities into our corporate
governance and decision-making.
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Last year we highlighted the areas for
improvement where we were applying
particular attention. These have
continued to evolve, informed by both
the work we do and the changes in our
external environment. Cur current
areas of focus are:

— our strategic transformation, as we
look to embed both new capabilities
and the approach to change and
innovation demanded by our strategy;

— our gperational discipline as we
transform the business. Improving the
quality, efficiency and effectiveness
of our controls alongside enhancing
their ownarship across the enterprise
including our key business partners -
from health and safety to energy and
carbon data;

— developing our digital infrastructure
from the resilience of cur technology
to data and information security, and
the digita! tools we use daily; and

— talent and culture - attracting,
retaining and developing the diverse
talent and embedding the culture to
drive our performance today and for
the future.

ﬂh d

Dan Labbad
Accounting Officer

9 June 2022
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The Nominations Committee report

" “The Nominations Committee has been focused
on enhancing the skills and depth of experience
on the Board in support of The Crown Estate’s
business goals and ambitions to contribute to
the prosperity of the nation.”

Robin Budenberg
Chair of the Board and Chair of the Nominations Committee

MEMBERSHIP AND ATTENDANCE 202122
Robin Budenberg (Chair) Paula Hay-Plumb

Karen Jones

The members during the year have each served for the following periods of time:

Robin Budenberg, 5 years B months {as Chair)
Paula Hay-Plumb, 6 years
Karen Jones, 1 year 10 months

Financial statements Additional information

gz131 137136
Overview

Meeting twice this year, the
Nominations Committee forms an
integral part of our overall
governance structure, ensuring the
timely recruitment of the best
candidates to satisfy our succession
requirements, both at Board level
and within our senior executive roles.

The Committee considered all matters
within its terms of reference, including:

— the membership of the Board and its
Committees

— future Board recruitment and
reappointments

— the composition and leadership of the
Board Committees

- Board and senior executive
succession planning

In particular:

— membership and succession planning
for the Board and Board Committees
generally

— the Board skills review

— progress of searches for two
new Board Commissioners to maintain
the working number of Board
Commissioners at the appropriate
level of skills and experience

— plans for a further search toc replace
the Board Commissioner who is also
Chair of Audit Committee and whose
second term as a Commissioner comes
to anend on 31 December 2022

— creation and membership of a new
Sustainability Committee

— arrangements in respect of Lynda
Shillaw's departure at the end of her term
as a Board Commissioner which she
complated on 31 December 2021

— arrangements inrespect of Professor
Peter Madden's departure at the end of
histerm as a Board Counsellor which
he completed on 31 December 2021

— appointment of a new Board
Counselior, Sara Wood, with effect
from 1 July 2021

— consideration of future additional
Board Counsellor appointments tc
further develop the skills available to
the Board and the business

— finalisation of the Group Leadership
Team as part of the overall business
restructure that was completed
during the year under review
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The Nominations Committee report

{n addition, the Committee maintained
focus on the skills and expertise mix of
Board Members and the camposition

of Board Committees in the light of
forthcoming changes to the composition
of the Board

‘The foundation of our
appointments

All of our appointments are supported by
analysis based on the skills, experience
and diversity of our existing Board
combined with a strategic projection of
future skills requirements. The
Committee continued to develop the
skills matrix based approach to measure
the combined and desired skills of the
Beoard in the following key areas:

— leadership

— strategy development and delivery
— people and culture

-— corporate governance

-— finance and accounting

— risk management

- property

~ customer

— innovation

— digital business and technology
— strategic partnerships

— renewable energy

These skills will be reviewed during
2022/23 against the background of a
recent independent Board evaluation.

Key duties
The key duties of the Nominations
Committee are:

— to identify the skills, experience and
diversity required for progressive
Board succession

— ta instigate the process of Board
appaointments and to oversee the
selection process for Board Members
and Board Counsellors

— to approve the appointment of the
Senior iIndependent Board Member

— to support senior executive
succession planning by examining
the skills, experience and diversity
required within the executive

— to oversee the recruitment process
for the most senior executives at
The Crown Estate.

New Comimissioners

We are awaiting confirmation of the
appointment of two new Commissioners
who will further enhance the skills and
experience on our Board and we look
forward to working with them to ensure
delivery of our ambiticus vision.

An open and fair approach

In accordance with the Public
Appointments Crder in Council 2018,
the appointment process for
Non-Executive Board Commissioners
follows the Government's Governance
Code for Public Appeintments
{December 2018), which came into force
on 1 January 2017, as administered by
the Office of the Commissioner for Public
Appointments. The Principles of Public
Appointments, with which our processes
comply, include:

Integrity
Merit

Openness

rﬁﬁﬂ Diversity

Assurance

Fairness

Qur appointment processes and criteria
are all developed to ensure that we act in
compliance with these principles and the
broader provisions of the Government’s
Governance Code for Public
Appointments (December 2016).
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A panel approach

All of our appointments are undertaken by
a diverse panel, including representatives
from the Treasury, The Crown Estate and
an independent member. In the case of
the Chairman, this also includes a
representative of the Office of the
Commissioner for Public Appointments.
Recommendations for appointment are
made by the Treasury to the Prime
Minister and Her Majesty The Queen

Executive Board appointments
Any Executive Board Member
appointments (our Chief Executive is an
Executive Board Member) are not strictly
subject to the requirements of the Public
Appointments Order in Councit 2016.
However, by agreement with the
Treasury, The Crown Estate ensures
that the spirit and principles of the
Government's Governance Code for
Public Appointments (December 2018)
are followed for the appointment of
Executive Board Members.

Use of executive search agents
The Crown Estate uses executive search
agents to assist with the management
and administration of our appointment
processes. In the past year, we have
warked with Heidrick & Struggles and
Korn Ferry on separate assignments.

We can confirm that neither of the
executive search agencies used have any
material connection with The Crown
Estate or The Crown Estate's individual
Board Members.

Alignment with the 2018 UK
Corporate Governance Code

As part of the terms of reference for
the Board and its Commissioners the
role of our Nominations Committee
ensures compliance and best practice.
Particular focus is paid to ensuring that
the Nominations Committee has a clear
duty to implement inclusive processes
for Board recruitment; and that there
are clear and rigorous processes in
place to ensure that Board effectiveness
is maximised.

A new Chair

With effect from 1 April 2022,

Karen Jones succeeded Robin
Budenberg as Chair of the Nominations
Committee. Robin remains a membaer
of the Committee and retains his
rasponsibilities as First Commissioner
and Chair of the Board in relation to
Board composition and appointments.



Board evaluation

The Beoard conducts a formal
effectivenass evaluation exercise each
year. This year, in addition to reviewing
progress against its own objectives, an
independent, more behaviour-centric
process was conducted by an external
provider {Bvalco), to review the
behavioural capabifity of the Board to
interface with the leadership teamin
order to embed The Crown Estate’s
evolution from a traditional real estate
company into a more purpose driven,
operational and customer-focused
business, operating across a number
of diverse sectors.

The external review foliowed a period
during which the Board had been focused
on developing and signing off a new
purpose, vision and transformational
strategy. The ensuing phase would see a
shift of emphasis toward execution of the
strategy, and the challenge will be for the
Board to make this shift without losing
the trust and respect that exists between
the Group Leadership Team {GLT) and

the Board.

The review was carried out via
observations, and focused interviews
with all members of the Board and the
GLT, and other key supporting
colleagues, with interviewees probed
anthe culture of the Board as they
experience it both at Board meetings
and between them

Key observations

Behavioural observation of the Board
against a model of eleven performance
driving behaviours indicated strength in
five out of the eleven bahaviours and
developing strength in another four
behaviours. Perhaps most notably, in
addition to the cbserved strengths, the
Board was found not to show any

A
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behavioural limitation. All eleven
behaviours were evidenced at or above
the 50th percentile. The data showed
this to be a strong loundation of an
effective Board.

The Board was found tc have a diverse
range of skillsets that supports the
overall business of The Crown Estate;
both individual members and the Board
as a whole were observed to be purpose

led, which was both notable and an asset.

The three words used most commonly to
describe our Board's culture were
‘engaged’, ‘collegiate’ and ‘inclusive’. The
vast majority of words used described a
positive Board which the Board Members
enjoy, find engaging, and to which they
feel able to contribute effectively.

The Board has gender equity amongst its
Commissioners with a 50/50 split of
males and females and notably has a
male Chair and a female Senior
Independent Board Member (referred to
as the Senior Independent Directar, or
SID). With the most recent FTSE Women
| eaders Review recommending boards
target 40% female membership and at
least one role of Chair or 31D to be held
by a female this puts our Boardina
positive position on this aspect of
diversity. Evidence from several studies
has indicated that a board constituted in
such a way is likely to outperform a board
without gender equity.

The Board's self-rating of effectiveness
was observed to be high, with a mean
score of 8 out of 10. Asis most typicaliy
seen in other boards, the non-executives
scored the Board's effectiveness higher
overall than the GLT. However, unusually
there was just 1 point difference
between the GLT score of 7 and the
non-executives score of 8, against a
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typical gap of 2-3 points. The equity of
scores was identified by the review
facilitators as an indicator of good
coherence and a key demonstrator of
raspect between the wider leadership
and the Board as a whole.

Recommendations

In addition to process recommendations,
all of which were either inhand or are
now being addressed, the key
recommendations made by Bvalco were
for the Board to:

— define more clearly its culture as it
manages the shift from formulation
to execution of strategy

— ensure a ruthless prioritisation

— develop a stakeholder engagement
plan

— conduct a review of Committee
effectiveness

— establish a clear succession plan

The aim of these recommendations, ail
of which were accepted by the Board,
was to enable the Board to build upon its
strong foundations by continuously and
progressively improving how it functions
and how it delivers on its remit. Progress
against the recommendations will be
madein 2022/23.

This report on the Board effectiveness
review is published with the
acknowledgment of Alison Gill, on

behalf of Bvalco, that it is representative
of its findings. Bvalco has no prior
connection to, or engagement with,

The Crown Estata.
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The Audit Committee report

“The Audit Committee continues to play a
critical role in supporting The Crown Estate’s
ongoing resilience.”

Paula Hay-Plumb
Chair of the Audit Committee

MEMBERSHIP AND ATTENDANCE 2021/22

Paula Hay-Plumb (Chair)} James Darkins

Lynda Shillaw

The members during the year have each served for the following periods of time:

Paufa Hay-Plumb, 7 years 3 months {as Chair}
James Darkins, 6 years 3 months
Lynda Shiflaw, 4 years *

* Complated term on 31 December 2021.
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Overview

During the year, the Audit
Committee held its four regular
meetings together with two
additional meetings in April
and May 2021, which allowed
the Committee to examine two
key priority ftemns implicit in the
2020/21 Annual Report.

The Caommittee has played a critical

rofe in supporting our business and the
Board by discharging its mandate in fuli,
including the examination of pricrity
items which arose fram significant
events during the financiat year, including
the ongoing disruption caused by the
pandemic and the delivery of the
Offshore Wind Leasing Round 4. This
has included playing a centrat role in
continuing to support the development
of our internal control environment and
our approach to risk management. In
addition to its core responsibility, this
year the Audit Committee has provided
enhanced oversight to the Plan-Level
Habitats Regulations Assessment (HRA)
process for Offshore Wind Leasing
Round 4.

Following each meeting, the Committee
has provided formal updates to the Board
fc ensure transparency and effective
knowledge transfer.

Composition of the

Audit Committee

Lynda Shillaw left the Audit Committee
on 31 December 2021, when she
completed her term of office as a
Commissioner. We would like to thank
Lynda for her significant contribution
over the last four years, and wigh her well
for the future. Paula Hay-Plumb's term as
Audit Committee Chair will come to an
end during the financial year 2022/23
and succession planning is underway.

The Audit Committee benefits from skills
and experience gained by its Mamibers
from significant exposure to:

— accountancy and finance {public and
private sactor)

— audit committee best practice

-— investment management and
investment banking

— property and commercial operations

— retail and infrastructure experience

The Members of the Committee possess
the financial knowledge and commercial
experience 10 meet the needs of the
Board and the business; and to satisfy
the requirements of the 2018 UK
Corporate Governance Code. For further
information about the Members, see:
thecrownestate co ukfour-board



Key duties
The key duties of the Audit Committee are:

— to support the Board in fulfilling its
aversight responsibilities on financial
reporting, systems of internal control
and risk management processes

— to provide cversight of activity
performed by internal audit and
external audit, including assurance
over the valuation process

— toreview the integrity of the Annual
Report and Accounts prior to
submission tc the Board

— toreview the effectiveness of the risk
management framework

Key areas of activity

The Committee has performed its
principal duties during the yearin line
with its remit. The allocation of time
across the key areas of Committee
activity is set out below:

40%

General”

31%

Management assurance

15%

External audit

12%

Internal audit

2%

Meetings with stakeholders
inter alia Risk, internal Controts, HRA and Pelicy

[changes have been made during the year to how
this will be reported in future)

Strategic report Governance
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Reporting and assurances

In order to best enable the discharge
of its duties, the Committee reviewed
and obtained reports and assurances
from a number of internal and external
contributors. Reports included updates
in relation to key matters of focus,
covering judgements and matters
supperting the financial statements
and regular updates in relation to the
effectiveness of risk management and
internal controls. Specific key sources
of assurance included:

Management’s update on
accounting matters, disclosures
and judgements in relation tothe
financial statements

The Chief Financial Cfficer provided
regular reports to the Committee,
outlining the proposed approach for
treatment of significant judgements,
accounting standards and alignment
with the 2018 UK Corporate Governance
Code. This included providing the
Committee with assurance on key
pracesses underlying our statements
on viability and geing concernand
assessment of the Annual Report and
Accounts as fair, balanced and
understandable’.

Management’s disclosure of the
results of the year end valuations

The Audit Committee reviewed the results
of the year end valuations, with particular
regard to the underlying processes,
including the basis for the valuation and
processes to preserve independence and
manage conflicts in relation to the valuers.
The inherent judgement within the
Offshore Wind portfolio, particularly
Round 4, warranted additional scrutiny
this year, with a focus on the core
valuation assumptions. This oversight
was also in the context of a changein
valuers for our London, Regional and
Offshore Wind assets in the year to

31 March 2021,

Management reports on processes
to support effective management of
key risks and internal controls

The Cemmittee reviewed key risk
management processes through a
combination of management assurances
and internal audit of risk management
effectiveness. Deep dives were performed
through two risk spotlight’ sessicns on
Internal Controls and the Information
Security Risk Management Framework

at the July 2021 Committee meeting. In
December 2021, Internal Audit reported
the results of its independent assurance
review of risk management effectiveness.
Following this, the Committes has received
regular updates from management on
planned activity to strengthen internal
control maturity.

Additional information
137136

Financial statements
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Independent assurances on

internal control

The Committee receives independent
assurance through the work of internal
audit at each meeting. It reviews and
endorses the annual plan of internal audit
activity prepared by the Head of Internal
Audit, and reviews the results of that
work together with management’s
progress in strengthening and enhancing
internal controls where improvement
opportunities have been identified.

The Committee works closely with the
Head of internal Audit, whe has
unfettered access to the business

The Committee reviewed and endorsed
the Internal Audit Charter which sets out
internal audit's roles and responsibilities,
including its independence.

Round 4 Habitats Regulations
Assessment process

As part of an enhanced governance
process adopted by the Board in May
2021, the Audit Committee was
charged with the task of assuring the
Board that The Crown Estate
complied with its duties and
responsibilities as competent
authority, under the Habitats
Regulations for the purposes of the
Plan-Level Habitats Regulations
Assessment (HRA) required to be
undertaken for Offshore Wind
Leasing Round 4.

Post the year end, the Audit
Committee heid a special meeting in
April 2022 to discharge its specific
responsibifity. James Darkins
attended in a consultative capacity,
given his role as Chair of the HRA
Oversight Group. As aresult, Karen
Jones, Senior independent Board
Member, attended this meeting as a
pro tem member of the Cammittee.
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The Audit Committee report continued

Fraud and whistleblowing

The Committee takes its role of oversight
in the prevention and detection of fraud
very seriously. Suspected frauds
{inclusive of a broad range of financial
and conduct impropriety) can be
reported through a dedicated and
publicly advertised whistleblowing
hotline and email inbox, which is
overseen by the Head of Internal Audit.
The whistleblowing hotline is made
available to customers, suppliers,
stakeholders and members cf the public,
as well as The Crown Estate’s staff.

If suspected fraud involves a senior
member of staff, it can be reported to the
Chair of the Audit Committee.

The Committee also noted that the
Fraud Policy was reviewed and refreshed
in2021/22, and was satisfied that it
remains appropriate and robust. it also
receives a positive confirmation on the
status of any ongoing investigations, and
whather any fraud or bribery has been
identified, at each meeting. No instances
of fraud or bribery were reported to the
Committee in the 2021/22 financjal
year. A whistleblowing policy is in place
for fraud and bribery.

External auditor

The appointment of the Comptroller and
Auditor General as external auditor is
mandated by the Crown Estate Act
1961. The Committes undertook a
structured assessment process of the
National Audit Office's performance,
for the 2020/21 audit year. The review
process enables insightfu! feedback to
be provided formally, under a
performance framework agreed between
The Crown Estate and the NAO.

During the year, the NAO has outsourced
the operational delivery of The Crown
Estate's audit to Mazars LLP. As stipulated
inthe Crown Estate Act 1961, the
Comptroller and Auditor General of the
NAO will remain as audit signatory for the
accounts of the Group and Parent
Company. The Audit Committee has
worked with Mazars to ensure a smoocth
transitiorn and the Committee has received
regular updates from representatives of
both Mazars LLP and the NAC.

Alignment with the 2018 UK
Corporate Governance Code
The Audit Committee is committed

to discharging its key role with
transparency and objectivity. In support
of this, in addition to the members, the
following groups are alsec invited to
attend the Audit Committee:

The Crown Estate: Chief Executive, Chief
Financial Officer, Group Head of Legal &
Company Secretary, Head of Internal
Audit, Group Financial Controller, Head
of Risk & Control and otherwise as
specified by the Committee

National Audit Office (NAO):
representatives of our External Audit
team and, following the NAO's
autsourcing of the delivery of our audit,
members of the Mazars audit team.

PwC- representatives of our co-sourced
internal audit partner.

As our external auditor, the NAO and
Mazars are given complete access to all
financial and other information and the
Cammittee meets {without management
present) with the NAC and Mazars and
{(separately} with the Head of Internal
Audit. In addition, the Audit Committee
Chair meets with the Head of Internal
Audit on a regular basis.

Assurance of the 2021/22 Annual
Report and Accounts

Each financiat year, the Committee
provides a series of key assurances to
the Board in connection with the Board's
approval of the Anpual Report and
Accounts. The 2021/22 Annual Report
assurance process was augmented to
enable the Committee to allow for
extended examination of priority matters
The Committee requested that the
standing assurance process was
permanently amended to allow for early
examination of key judgements within the
Annual Report. That augmentation will be
catered for through one additional
Committee meeting, held annually in May
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Significant areas of judgement
Atits June 2022 meeting, the
Committee reviewed the Annual Report
and Accounts, with particular attention
to accounting policies and areas of
judgement being the valuation of

The Crown Estate's assets and the
recoverability of receivables. The
Committee debated the valuation
process, methodelogy and assumptions.
Inthe context of the delivery of the
Offshore Wind Leasing Round 4 auction
process, including the associated
subsequent Habitats Regulations
Assessment, particular consideration
was made around the valuation and
related disclosures of the Offshore Wind
Leasing Round 4 valuation. The
Committee was satisfied that the
valuation was professionally conducted,
resulting in an effective valuation, and
that appropriate disclosure has been
made _In light of the economic backdrop,
the Committee reviewed the accounting
policy, assessment methodolegy and
assumptions relating to recoverability of
receivables and was satisfied with the
level of provision and its disclosure.

Fair, balanced and
understandable

Atits June 2022 meeting, the
Committee considerad whether the
process followed in the production of the
202122 Annual Report and Accounts
supported its assessment as being ‘fair,
balanced and understandable’in
accordance with the 2018 UK Corporate
Governance Code. The Committee was
satisfied that the process followed was
appropriate and endorsed the
presentation of the Annual Report and
Accounts to the Board as being ‘fair,
balanced and understandable’. The
Committee also endarsed the
presentation of the Annual Report and
Accounts to the Board as being in
alignment with the Value Reporting
Foundation Integrated Reporting
Framawork

Committee activities

The detailed activities of the Committee
during the year can be found in the table
on page 81.
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Additional information

April2021 — Review of Offshore Wind valuation — Review of Annual Report and Accounts
methodology, in the light of a new valuer 2020/21 proposed timetable and
for these assets Audit Committee feedback
— Review of assurance arcund - Review of risk appetite
integrated reporting
May 2021 — Review of key valuationitems: London and — Review of the Statement of Internal Control
Regional valuations, in the light of anew progress and Accounting Officers Statement
valuer for these portfolics
-- Receipt of an update on provisions for rent
and incentives
— Review of Accounting Officer Controls
Follow-up Draft Audit Repart
June z021 — Keceipt of the Head of Internal Audit's Annual  — Receipt of NAQ Report on 2020/21 Annual
Report 2020/21 Report and Accounts
— Review of Accounting Officer's Report and — Congideration of the Management
Management Assurances on internal Control Representation Letter
— Going Concern and Viability Assessment -— Consideration of the Annual Report and
— Review of Substantive Accounting Matters Accounts 2020/21
fincl. Fair, Balanced and Understandable} — Review of resource accounts
— Receipt of Annual Valuation, Governance — Approved the Report to Board on the business
and Assurance of the Audit Committee 2020/21
July 2021 — Review of Internal Audit programme — Risk Spotlight: What good information security
— Risk Spotlight: Internal Controis will look like for The Crown Estate
improvement
December 2021 — Review of due diligence processes and — Review of external audit planning and
related policies transition plan
— Refresh of internal Audit Plan 2021/22 — Receipt of the Annual Litigaticn Report
— Internal Audit Programme Update 2021/22 - Review of Governance & Financial Control
incluging Risk Management and internal of Joint Ventures
Controls Report — Endorsement of the HRA Process
— Review of Internal Controls Improvement
- Review of Information Security
March 2022 — Review of principal Group risks — Risk Spotlight: Cyber/information Security

Review of risk appetite

Review of Risk/Controls Assurance Activity
and Framework Effectiveness

Review of the Accounting Officer reporting
process, related control matters and
mitigation plans

Review of Internal Audit Programme
2021/22 including a review of Data
Governance

— Agreement of Internal Audit Plan for 2022/23

and review of Internal Audit Charter
— Review of External Audit Progress Report
— Review of compliance and related policies
— Receipt of Group Annuat Litigation report
— Review of ICO Compliance report
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The Remuneration Committee report

-

“The Committee has been focused on supporting

the development of remuneration decisions and
practices that will enable the business to recruit
and retain talented people in an increasingly

challenging post-pandemic employment market.”

James Darkins
Chair of the Remuneration Committee

MEMBERSHIP AND ATTENDANCE 2021/22
James Darkins (Chair) Robin Budenberg

Peter Madden

The members during the year have each served for the following periods of time:

James Darkins, 5 years {2 years 10 months as Chair}
Robin Budenberg, 2 years 3 months
Peter Madden, 4 years 2 months”

* Completed second term as a Board Cot lioron 31 D ber 2021.
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Introduction

The Committee’s focus this year has
been on continuing to support the
organisational response to the
pandemic and focusing also on
supporting the development of a new
reward strategy aimed at enabling
the delivery of The Crown Estate’s
purpose, vision and strategy.

Composition of the Committee
The terms of reference for the
Remuneration Committee state

that membershin should be three
Independent Non-Executive Board
Members, one of whom may be a Board
Counseller, and that the Committee will
be quorate with the presence of the Chair
of the Committee and one additional
member. The Committee has remained
quorate at all times.

Attendance at Committee
meetings

In addition to the Remuneration
Committee members, the Chief
Executive, the Executive Director, People
& Culture, Head of People and the
Assistant Company Secretary {in the
capacity of secretary to the Committee)
attended meetings during the year.

Other senior employees (for example

the Chief Financial Officer} and key
stakeholders such as the Chair of the
Pension Scheme Trustees may attend all or
part of meetings at the invitation of the
Committee as required. No attendea is
involved in any decision relating to their own
remuneration. The professional external
advisers to the Remuneration Committee
are invited to attend as required

Key duties
The key duties of the Remuneration
Committee are:

— to ensure that independent judgement
and discretion are applied to
remuneration outcomes, reflecting
company and individual performance

— to ensure that the remuneration
policies of The Crown Estate are clear,
simple, predictable and proportionate,
and deliver cutcomes that are within
The Crown Estate’s risk appetite and
in alignment with The Crown Estate's
purpose, culture, values and strategy



— to ensure that the remuneraticn
policies of The Crown Estate are
delivered in compliance with our
prevailing governanre framewark,
and that the framework is
regularly reviewed

— to maintain an appropriate level of
oversight of remuneraticn across
The Crown Estate's people; and
management’s compliance with prevailing
policies, processes and procedures

— to oversee formal and transparent
procedures for the development of
The Crown Estate’s remuneration
policies

— to ensure that the Board is
appropriately informed of the
Committee’s findings, activities and
performance, through updates from
the Chair at Board meetings, and the
submission of an annual regort of
activity to the Board

— to ensure that any independent expert
advice and remuneration consultancy
is properly assessed in terms of
procuremeant, performance and value
for money

— to ensure that meetings and activities
of the Committee are undertaken in
compliance with the prevailing
governance of The Crown Estate

Look back on 2021/22

As the business impact of the pandemic
continued the Remuneration Cormmittee
supported the business with initiatives
to deliver an essential recrganisation
and find ways to move forward on
remuneration as well as supporting the
development of a new Jonger-term
focused reward strategy. As a result

of this forward-looking focus, the
organisation is better placed to maximise
the potential of the new business strategy
and the future opportunities that it will
bring. During the year the Committee:

— approved an update of The Crown
Estate redundancy policy following
areview that had been conducted
by management which resulted
in no material changes to the
established policy

— reviewed Group Leadership Team
(GLT) total remuneration and
benchmarking as well as approval of
offers to new GLT appointees during
the year

— delivered a Group-wide salary review
in July 2021 to end the general salary
freeze that had been in place since
the beginning of the pandemic in
March 2020

— oversaw the development of
proposals for a future-focused Total
Reward strategy

Gavernance
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— approved proposals for new executive
long-term incentive plan (LTIP) grants
under the existing framework and
approved payment en maturity of LTIP
grants from prior years

— reviewed perfermance ratings for the
year ended 31 March 2021 across
the entire business

-— approved the ‘Business Continuity
Award'in respect of 2020/21.
business performance

- approved a bonus scheme for 2021/22

— approved the Board Chair
recommendation for Chief Executive
salary review and LTIP grants

— approved the reinstatement of satary
that had been voluntarily waived in the
prior year by the GLT at the height of
cencerns over the business impact of
the COVID-19 pandemic following the
full remittance of the 2019/20 net
revenue profi¢ to the Treasury

— reviewed and discussed The Crown
Estate Gender Pay Gap reporting
and statistics

Chief Executive remuneration
2021/22

The Chief Executive is employed on a
fixed term contract with a 31 December
anniversary date. His base salary is
reviewed effective 1 January each year,
compared to 1 July for the remainder
of our people. From 1 January 2022
his base salary was increased to
£423,150, anincrease of 5.0%. The
increased base salary remains within
the agreed Treasury framework.
Following a robust assessment of
performance versus the relevant defined
metrics for each plan, the Committee
approved the folfowing variable
remuneration outcomes inrespect of the
Chief Executive: annual bonus achieved
was £333,307 (78.8% of salary, or

98 5% of maximum). The amount aver
50% of salary, (£121,732) is deferred
for one year. The LTIP awards made in
2019 vested at 84% resulting ina
pay-out to the Chief Executive of
£95,328. He also receives benefits in
kind and a payment in lieu of pension
contributions as disclosed on page 85.
itis the view of the Remuneration
Committee that the Chief Executive's
total remuneration remains below peers
within equivalent publicly listed real
estate companies.

Priorities for the year ahead
Moving away frem the impact of the
pandemic and towards a future aimed

at enabling the delivery of The Crown
Estate business strategy, the Committee
plans to focus on support and oversight
of the implementation of a new reward

Additional information
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strategy once this has been fully
approved. It will alsc be reviewing anew
and broader set of business performance
measures in support of the short and
longer-term business goals that are
associated with the delivery of our
strategy and purpose.

Remuneration policy

and benchmarking

The Crown Estate’s remuneration policy
seeks to provide fair, equitable and
sustainable levels of remuneration to
attract, retain and motivate high
performing staff in a competitive labour
market. Accordingly, for the majority of
our people, when fully performing in their
role, we aim to pay salaries by reference
to the market. Bonus awards are
determined by reference to the
performance of the business against

a range of measures as well as the
individual contribution of employees.

The Remuneration Committee supports
a progressive and balanced
performance-related pay policy to ensure
that an appropriate proportion of the
remuneration is delivered through
performance-related pay, with
incentives, when available, to

outperform targets.

Remuneration for the Chief Executive is
set and reviewed by the Committee in
line with the prevailing Treasury
framework. For the GLT and other senior
staff, it is benchmarked by the
Committee using research prepared by
the Reward team in conjunction with the
Remuneration Committee advisers and
other data sources. The research is
carried out by benchmarking roles
against proprietary pay surveys, which
assess relevant comparators. As
reguired, we also benchmark to other
comparator organisations, such as those
with similar government relationships or
rural portfolios to ensure robust and
reliable comparative data across our
diverse business.

Our internal benchmarking process takes
into consideration the relative internal
parity across staff to aveid basing

the decisions solely on external
benchmarking and also to identify

and manage internal pay equity.

As partof our Total Reward strategy
review, we have been developing our pay
philosophy to enable more transparency
and our future benchmarking activities
will reflect that.

The Crown Estate’s policy is to
compensate leavers within contractual
terms for loss of office and/or

early termination.
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The Remuneration Committee report continued

Advisers to the Remuneration
Committee

The Committee is advised by Willis Towers
Watson, appointed as anindependent
external professional adviser since 2014
and reappointed following a procurement
processin 2021 The Crown Estate has
received appropriate assurance that none
of the advisers from this firm have any
connection with The Crown Estate's
executive leadership team or

Board Members.

Executive appointments

The Group Leadership Team was
restructured during the year in support
of the new organisational structure that
was implemented and the Remuneration
Committee was consulted on and
approved the remuneration packages
for the following new appointments:

— Chief Financial Officer (Interim
to Permanent)
— Managing Director, London
— Executive Director, People & Culture
— Executive Director, Strategy,
Research & Innovation

Fair pay disclosures (audited)

Components of executive
remuneration

Executive remuneration, subject
to review, is made up of the
following components:

— Fixed pay, comprising base salary,
flexible benefits allowance, pension
allowance or contribution 1o a pension
scheme, and private medical insurance

— Variable pay, comprising annual bonus
{including any deferred component)
and LTIP arrangements

Variable pay is currently linked to delivery
against key financial and business
measures alongside demonstration of
leadership and behavicural qualities. The
Remuneration Committee reviews the
targets, measures, weightings and
proposed awards to ensure they are aligned
with the strategic priorities in the plan year.

Principles and policy on
executive annual bonuses

The annual discretionary bonus
arrangement for the GLT is based on the
achievernent of key business targats, with
a maximum possible award of 80% of base
salary for the Chief Executive and arange
up to 70% for other executives. Any

bonus amount over 50% of salary is
deferred for ore year and paid subject to
continuing employment and/or good leaver
provisions. The maximum award is subject
to leadership and behavioural measures
and individual performance ratings and

is conditional on financial performance
targets being met. For 2021/22 these
were a net revenue profit budget as
agreed with the Treasury and operaticnal
measures under the headings of net zero,
health and safety, business transformation
and strategy implementation.

Executive long-term incentive
plans (LTIP}

The discretionary, non-pensionabie,
cash plan has a three-year vesting
performance period, The maximum
opportunity for the Chief Executive in
the latest plan is up to 80% of base pay
and for other members of the Group
Leadership Team and other nominated
senior managers grants of 40% or 25%
of base pay. The award is subject to the
performance of specific financial and
behavioural measures.

All LTIP awards and payments are
subject to the approval of the
Remuneration Committee.

Bonus arrangements for our colleagues will be finalised following publication of this Report. The process of determining bonus
arrangements for certain members of the GLT has been accelerated for the purpase of disclosure in this Report. As aresult, pay
ratios including performance pay in the table below are not comparable, therefore pay ratios for salary and allowances only are also

presented to allow for comparison.

The pay ratio for salary and allowances of the Chief Executive to the 50th percentile employee remains stable at 7.7 from 7.8 in the
previous year, reflecting a consistent approach to remuneration and employment practices year on year.

Qther than the Chief Executive, the Group's approach to remuneration is generally to pay at median levels compared to the market
benchmark for comparable roles and experience. The Chief Executive’s total remuneration remains within the prevailing Treasury
framework , which in the view of the Remuneration Committee remains below market median for peers within equivalent publicly
listed real estate companies. The Chief Executive's base salary review is implemented annually from 1 January, whereas the pay
reviews for all other employees usually take place each year from 1 July. As a result, the reported percentage increase for the Chief

Executive is not directly comparable with the percentage increase for other colleagues.

o =2o21f22r - 7772020/211-’
Ramunaration Reruneration
including Salary & including Salary &
N B performance pay allowancas performance pay allowances
Band of Chief Executive's remuneration £'000¢ 855-860 430-435 485-490°  400-4053
% change for the Chief Executive>® ' nfa 6.4% nfa 3.9%
% change for all our other colleagues © nfa 19% nfa 0%
25th percentile compensation £33,8117 £33811 nfa nia
50th percentile compensation £55,8807 £55,880 £53,970° £51,764
75th percentile compensation  £84,1257  £84,125  nfa n/a
Pay ratio of the Chief Executive to the 25th percérntile 2547 12.8 nfa nfa
Pay ratio of the Chief Executive to the 50th percentile _ 15.37 77 B po 78
Pay ratio of the Chief Executive to the 75th percentile 10.27 5.1 nfa nfa
' £21,658- £20,706-
Remuneration range for our people £858,4077 nla £485,524 nfa

FORR IR IV S

Balancas exclude any payments or allowances inrelation to pensians.

. These are new disclosures for 2021/22 and comparatives are only disclosed where reguired by the FReM.
The 2020/21 balances have beanrestated as disclosed on page 88, and to reflect the Business Continuity Award made 10 all efigitle staff
The Chief Executive's salary and allowances includes base salary, a 5§ 34% flexible benefits allowance and benefits inkind
The Chief Executive's increase in performance pay was 4 32%

. The Chief Executive's base salary review is implemented annually from 1 January, whereas the pay reviews for all other employees usually take place each year from

1 July As aresult, the reported percentage increasa for the Chief Executive is not directly comparable with the percentage increase for other colleagues
7. Pay ratigg for the 25", 50, and 75" percentile colleagues do not include performance pay, therefore the pay ratios are not comparable
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Clawback/malus

The Cemmittee may decide to apply
clawback and/or malus te all or part of
any award andfor payment in the event
of: a material misstatement of the
accounts within 24 months of the end
¢f the performance period relating te an
award; materiaf change in the financial
circumstances of the business; or if itis
found that the participant in any plan has
engaged in misconduct that would have
justified dismissal.

Alignment with the 2018 UK
Corporate Governance Code

The terms of reference for the Board and
its Committees were revised to reflect

our strategic goals at that time and the
requirements of the 2018 UK Cerporate
Governance Code {the Cade). Those
changes have focused on ensuring that the
Remuneration Committes has anactive and
appropriate role in ensuring that The Crown
Estate’s remuneraticn policies are properly
formulated and applied throughout the
business. We aim to revise our strategic
goals and we willmake sure that the terms
of reference reflect this change as and

if required. This report is prepared in
accordance with the Government Financial
Raporting Manual (FReM). The Crown
Estate is not required to comply with the
Code. However, we supplement our
statutory requirermnents by seeking to align
with the Code where consistent with our
constitution. Cur established approach
complies with many of the requirements of
the Code because the Committee’s remit
extends to pay policy for all staff and is not
limited to executives.

External non-executive

board appointments held

by the executives

The Board of The Crown Estate
encourages and supports non-executive
appointments to third party organisations
and sees these as part of the professional
development of our people. They are
permitted to retain earnings from these
appointments where the Board is satisfied
that these are manageahile alongside their
responsibilities and do not generate any
conflict of interest with accountabilities

at The Crown Estate.

Dan Labbad, Chief Executive, held
non-executive director appointments

as a trustee of the Raspberry Pi
Foundation, a director of Raspberry Pi
Limited, a trustee of Ark Schools and a
director of The Hornery Institute, trading
as Studio THI.

Governance
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Judith Everett, Executive Director,
Purpose, Sustainability & Stakeholder,
held the position of Chair of CBI's London

- Council and Lrustee of the UK Green

Building Council.

Neither Dan Labbad nor Judith Everett
received any remuneration in respect of
these appointments.

Pensions

The Crown Estate operates two pension
schemes: the Civil Service Pension (CSF)
ard The Crown Estate Pension Scheme
(CEPS). Each scheme comprises anumber
of secliung, which offer different

pension benefits.

The Classic, Classic Plus and Premium
sections of the CSP provide defined
benefits based on final earnings. The Nuvos
and Alpha sections of the CSP provide
defined benefits based on career average
earnings. CSP contributions and benefits,
with the exception of the Nuvos and Alpha
sections, are subject to an upper earnings
limit. For the 2021/22 financial year this
was £172,800. The Partnership section of
the CSPis a defined contribution scheme.

The CEPS comprisaes the Quartz, Topaz and
Opal sections. Quartz is a hybrid scheme
with two elements; a'Core’ defined benefit
section with an cptional ‘Top up' defined
contribution section. Quartz Core
contributions and benefits are subject

to a Scheme Earnings Cap, which for the
2021/22 financial year was £33,574.
Topaz is a defined contribution scheme and
Opal a final salary scheme (subjecttoan
Earnings Cap which for the 2021/22
financial year was £172,800).

No new employees are admitted to the CSP
or the CEPS Opal section, but are, instead,
offered access to the CEPS Quartz or
Topaz sections.

Some employees who opted cut of pension
membership receive a cash allowance equal
to 8% of basic pay. The cash allowance is
no longer offered, with the exception of
those employees who opt out as a result of
expecting tc breach HMRC pensions tax
limits. The cash allowance for these
employees is equal to 12% of basic pay.

At 31 March 2022, thera were 447 CEPS
members and 87 CSP members. There
were a further 11 employees inreceipt

of the cash allowance and 18 non-
pensionable members.

Additional information
137136

Financial statements
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The latest CEPS triennial actuarial valuation
was completed at 31 March 2020. The
Crown Estate and CEPS Trustees

" determined that no recovery plan was

required in relation to the funding of acerued
service. Inrelation to future service, The
Crown Estate’s contribution rate is 41.5% of
Pensionable Earnings in respect of the Cpal
section, and 17.1% of Pensicnable Earnings
up tothe Scheme Earnings Cap in respect of
the Quartz Core (defined benefit) section,
effective 1 April 2021..

Pension benefits

Dan Labbad, Chief Executive, and Robert
Allen, Chief Financial Officer, are not
members of CEPS. They have elected

to receive payment in lieu of pension
contributions as disclosed in the single
figure for remuneration. Judith Everett,
Executive Director, Purpose,
Sustainability & Stakeholder,

is a member of CEPS.

Non-Executive Commissioners and Board
Counsellors do not receive any pension
benefits from The Crown Estate.

Appointment terms

The Chairman and Independent Non-
Executive Board Members are initially
appointed for a term of four years with
the possibility of renewal for a maximum
of cne further term of four years. Board
Counseliors are usually appointed for a
period of four years with the possibility
of a second term being available.

Dan Labbad, Chief Executive, was
appointed on a four-year contract
expiring on 31 December 2023 with a
notice period of six months. Robert Allen,
Chief Financial Officer, was appointad
on 1 July 2021 on a permanent contract
with a six-month notice period, having
previously served as Interim Chief
Financial Officer from 1 March 2021
Judith Everett, Executive Director,
Purpose, Sustainability & Stakeholder,
is also on a permanent contract with a
six-month notice period.
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The Remuneration Committee report continued

Remuneration and pension benefits (audited)
Board Members
Single total figure for remuneration

Pensionbenefits Henefits inkind Total
Salarylfee Bonus payments LTIP Other payments {to the nearast [ta the nearest [to the nearest
£)? [E) {3 (£)2 £1,000) £100)2 £1,000)
2020121 2020/21 2020121 202021
202122  (restated] 2021/22 2020/21 2021/22 (restated) 2021/22 (restated} 2021/22 2020/21 2021f22 2020/21 2021/22  (restated)

Robin

Budenberg 50,060 45,833 - - - - - - - - - - 50000 46,000
Dan

Labbad'??® 429,827 403,979 333,307 - 95328 - 49,745 125840 - - 900 300 908,000 531,000
Kate

Bowyer
(Chief Financial
Officer until
306 June
2021y
James
Darkins® _
Juliet
Davenport

(eppuinted

1 September

2020)° 20,000 11,333 - - - - - - - - - - 20,000 11,000
Paula

Hay-Plumb* 25000 22917 - - - - - - - - - - 25000 23,000
Karen

Jones 20000 _ 18,333 - - - = - _ - ._-_ 20000 18000
Lynda

Shillaw

{untit

31 December

2021 18000 18333 - g S . - - - __-_ 18000 18000
Alison

Nimmo

[Chief

Executive until

31 Decamber

2019p - - - - 28,888 62535 - - - - - - 29,000 63,000

58,894 234774 E T 54346 67226 96439 383431 - - 200 900 210000 336000

25000 22817 " - - - - - - - - - 25000 23,000

1. The payment of any bonus amount over 50% of basic salary is deferred by 12 months For 2021./22, deferral for Dan Labbad is £121,732 (which is included in the
disclosed figure}.

2. Withrespact to 2020/21, The Crown Estate has subseguently made the LTIP payments as disclosed above and a Business Continuity Award to Dan Labbad. The

2020{21 figures have been restated to reflect thase payments. The 2020/21 salary balances have been restated following the reinstatement of Dan Labbad and Kate

Bowyer's COVID-related salary waiver, and a backdated salary increasa for Dan Labbad to the 1 January review date.

Salary amounts far Dan Labbad and Kate Bawyerinclude a § 34% flexible benefits allowance Other payments for Dan Labbad comprise an allowance in lieu of pension

contriution of £49,745 (2020/21- £45,240) and a Business Cantinuity Award in 2020/21 of £80,600, and far Kate Bawyer comprise an altowarice in lieu af pension

contribution of £8,358 (2020/21: £33,431) and 8 severance payment of £88,081 Benafits in king amount is private medicat insurance.

Committes Chairs {excluding Chair of Nominations Committee) received up to an additional £5,000(2020/21: £4 584} per annum {pro-rated when applicable) to raflect

the increased time commitment,

w

bl

LTIP payments to former Commissioners relate ta entitlements earned during their period of service
The 2020/21 full year equivalent fee for Julizt Davenport was £18,000.

The 202122 full year equivalent salary for Kate Bowyer was £234.774.

The 2021/22 full year equivalent fee for Lynda Shillaw was £20,000

@~ oo

Board Counsellors
Total fea £
2021/22 2020/21
SaraWood (appeinted 1 July 20219~~~ _ _ 1spo0 _ -
Peter Madden (until 31 December 2021)2 15,000 18,333

1 The 2021/22 full year equivalent tatal remuneration for Sara Wood was £20,000
2 The2021/22 full year equivalent total remuneration for Peter Madden was £20,000
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Other Executive
Salary Bonus payments Long TermIncentiveplan  Other paymentsitothe  Pensionbenefits(totha  Benefitsinkind (taths  Total {withina £5,000
{withina £5,000 band]  [withina £5,000 band]  {withwn a £5,00G band] nearest £1,0008) nearest £1,000} nearast £106)5 band}
2020/21 2020/21 202021 2020/21

2021/22 (restated) 2021/22 2020/21 202122 (restated) 202122 (restated) 2021f22 2020/21 202122 20620/21 202122 (restated)
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Judith
Everett'?? 215-220 210-215 110-115 - 40-45  35-40 - 21 31 30 0.9 0.9 405-410 300-305
Robert

Allen

lappointed

1 March

2021 365-370  25-30 245-250 - - - - - - - 0.8 - §10-615  25-30
Paul Clark

{until

10 August
20201* - 106-105 - - 40-45 6G-65 - B3 - 345 - 0.4 40-45 590-585

1 The payment of amy bonus amount ove: 50% is deferred by L2 months For 2021722, deferral for Judith Everettis £11,000 and for Robert Allen s £70,000 (which is
included in the disclosed figures).

2 The 2020/21 figures have been restated to reflact the LTIP payment and reinstatement of the COVID-related salary waiver,

3 The 2020/21 Other payment ta Judith Tverett is a Business Continuity Award, and te Paul Clark im compensation for loss of affice.

4 The 2020/21 full year equivalent salary for Rebert Allen is £350,000-£355,000, and for Paul Clark is £280,000-£28%,000.

5. Benefitsin kind is private medical insurance.

& LTIP payments to Pau! Clark relate to sntitlemeants earned during his period of service.

Pension benefits
Neither Judith Everett nor Robert Allen received any defined benefit pension arrangements. Resultantly, their accrued benefits, real
increase in pension at retirement date and cash equivalent transfer value are £nil {31 March 2021: £nil).

Compensation for loss of office
The table below shows exit packages as a result of the restructuring of the business.

2021/22 2020/21
Number Numbar
Less than £10,000 5 )
£10,601-£25,000 13 1
£25,001-£50,000 9 1
£50,001-£100,000 12 2
£100,001-£150,000 : :
Total number of exit packages 40 5
Total cost {£'000) 1,552 310
Staff and Commissioners report

2024/22 2020/21 2021/22 2020/21
£m £m Averagerusmber  Average number

Staff with employment contracts and Commissioners®
{note 7 to the financial statements) 46.5 42.4 512 481
Other staff engaged on the objectives of The Crown Estate _ 36 20 82 14
Total staff 50.1 44.4 544 495

1 Excluding re-organisation and early retirement costs.

There were no off-payroll payments made during the year. The Crown Estate expensed £1.8 million (2020/21: £3.1 million} of fees
relating to business change and transformation.

James Darkins
Chair of the Remuneration Committee

9 June 2022
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The Sustainability Committee report

“The Sustainability Committee aims to provide
an effective forum to challenge and support
management in advancing our ambition to
embed sustainability into every aspect of

The Crown Estate’s activity.”

Dame Karen Jones DBE
Chair of the Sustainability Committee

MEMBERSHIP AND ATTENDANCE 2021/22

Karen Jones (Chair) Robin Budenberg

Juliet Davenport

The members during the year have each served for the following periods of time:
Karen Jones, 4 months {as Chair)

Robin Budenberg, 4 months
Juliet Davenpaort, 4 months

[:1:] The Crown Estate Integrated Annual Report and Accounts 2021/22

Overview

Sustainability sits at the heart
of our purpose and is integral
to every element of The Crown
Estate’s strategy.

To ensure that our approach to
sustainability exemplifies best practice,
the Board established a Sustainability
Committee in December 2021, The
Committee’s role is to ensure our
sustainability practices are embedded in
the delivery of our strategy, in alignment
with our purpose and values, Value
Creation Framework and performance
metrics. We intend to shape those areas
where we canmake a material impact with
our customers and communities.

The Committee, which met once in the
financial year and will meet guarterly
going forward, enables members to use
their experience and knowladge to
chalienge and influence the agenda being
developed by management. Members of
the Committee include the Chair of the
Boarg, two other Commissicners
{including the Senior independent Board
Member}, the Chief Executive, the Chief
Financial Officer, and the Exacutive
Director, Purpose, Sustainability &
Stakeholder.

The Committee's focus for its first
meeting was the organisation’s
independently agreed net zero targets,
underpinning its ambition to be a leader
in supporting the UK towards a net zero
carbon future. In additien, the Committee
reviewed The Crown Estate's submission
to the Science Based Targets initiative
(SBTi}which was recommended to the
Beoard for adoption. The SBYi reguires an
ambitious set of reductions before the
end of the decade, and The Crown Estate
hias developed a detailed roadmap to
achieve this. In addition, the Committee
agreed to absclute carbon and energy
intensity reduction targets alongside data
quality improvements.

SBTs are environmental targets which
meet the goal of pursuing effarts to limit
global warmingto 1.5°C. The SBTiis a
partnership between COP (a not-for-profit
focused on environmental data gatheringi,
the United Nations Global Compact, the
World Resources Institute and the
Worldwide Fund for Nature. it represents
a credible and independent verification
standard at an organisational level for this
purpose, providing businesses with a
clearly-defined path to reduce
greenhouse gas [GHG) emissions.

QOverseen by the Sustainability
Committee, The Crown Estate's SBTs
and net zero commitment are owned by
each of our Strategic Business Units, and
we have set out a clear roadmap to
delivery which will cantinue to evolve.
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Our modelled downward trajectory to limit global warming to a pathway of 1.5°C for our

Scope 1, 2 and 3 emissions

The charts show the anticipated required downward trajectory of our Scope 1, 2 and 3 emissions (as defined by the Greenhouse
(as Protecaol) in order to achicve a 1.5°C scenariv, as well as the relative contributions of each of the following reduction
opportunities that will enable us to achieve the Science Based Targets. The graphic below for Scope 1 and 2 reductions is indicative
- Scape 1 and Scope 2 reduction targets will be combined.

The Crown Estate has committed to near-term science based 1.5°C aligned targets for Scopes 1, 2 and 3 As we highlighted on
page 22 of our Environmental review these 1.5°C Science Based Targets are awaiting validation by the Science Based Targets
initiative (SBTI).
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2020 2021 2022 2023 2024 | 2025 2025 2027 2028 2029 2030
Scope 3reductions

Scope 1 - direct emissions from owned or contralled sources, for example, heating of buildings using fuel directly sourced, such as diesef and gas.
Scope 2 - indirect emisgions from the generation of purchased electricity, steam, heating and cooling consumed by the reporting business

Scope 3 - all other indirect emissions that cccur in the business's value chain. These include those produced as a result of wark we commission through our supply chain and
those we enable through our leasing and licensing activity. They occur from sources not owned or controlled by us

Priorities for the year ahead Activities during the year

The Committee will continue to focus on The Sustainability Committee held its
our journey to net zerc carbon and inaugural meeting in December 2021
additionally play an important role in

ensuring that net zero and our SBTs are December 2021

not considerad in isolation, but as part of — Endorsement of Science

the wider climate and biodiversity crisis. Based Targets

This includes consideration as to how - Receipt of Sustainability update
such commitments tie in with — Review of Committee terms
opportunities for The Crown Estate to of reference

achieve its broader strategic objectives
of enhancing bicdiversity, making a
positive social impact, and being seen

as a leader able to convene and influence
in spaces which are critical both to the
government’s agenda and the health

of the nation.
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Executive and Group leadership

The Chief Executive, who is also the
Second Commissioner and Accounting
Officer, is the only Executive member of
the Board. The Chief Financial Officer
attends all Board meetings. Other
members of The Crown Estate's
teadership team attend by invitation.

Value Creation Committee

The newly created Value Creation
Committee (VCC), which meets
fortnightly, is a key executive committee
within the business. It cversees all areas
of value creation across the enterprise:
financial, environmental and social

Its members are the Chief Executive,
who acts as Chair, the Chief Financial
Qfficer and the Executive Director,
Purpose, Sustainability & Stakeholder.

The VCC's primary purpose is to ensure
that executive decision-making is
balanced and holistic and based upon

our new Value Creation Framework (VCF).
The principal way in which the VCF
operates is in helping us to define the
value we want to deliver in the broadest
sense of our purpose - to create lasting
and shared prosperity for the nation. This
sets out our ambition to broaden our
horizons by generating financial,
environmental and social value for the
benefit of the nation, both now and in

the future.

The VCC considers all investment
decisions and disinvestment proposals
above £5 mithon and to a level above which
decisions are escalated to the Board.

Group Leadership Team

This year saw the creation of the Group
Leadership Team (GLT) to support the
Chief Executive. It brings together The
Crown Estate’s leadership to help the
Chief Executive shape and deliver all
aspects of what The Crown Estate does
and seeks to do.

Details of the members of the GLT can be
found on page 91. For full biographical
details, visit thecrownestate.co.uk/
leadership-team

The GLT meets on a six-weekly cycle
(with fortnightly ad hoc check-ins) to
review the parformance of the business
and discuss key areas of strategy, talent
and culture. The key topics for the GLT
during the year were:

— discussion of our new strategy

— consideration of business plans and
enterprise pricrities

— the shaping and delivery of cur People
and Culture strategy

— Receipt and review of health and
safety and wellbeing reports

— Analysis of risks facing the business
and risk controls

— Embedding the organisational and
structural changes made to the way in
which the business operates

— Qversight of operational performance

The GLT’s discussions are informed by
newly instituted quarterly business
reviews (QBRs) for each business unit
and Group Partner. These are attended
by representatives of the wider
leadership teams and they review key
operational dashboards, assessing
progress against our enterprise priorities
and offering opportunities to ensure our
Group business activity is aligned. The
Chief Executive, the Chief Financial
Officer anc the Fxecutive Director,
Purpose, Sustainability & Stakeholder
attend al! QBRs.
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GLT diversity

The diversity of the GLT sets a tone
from the top for our commitment to
diversity throughout The Crown
Estate. We are committed to
continuing to embed diversity, eguity
and inclusion in our succession and
talent development plans.

Membership of the GLT has been
set to ensure a strong balance of
experiential, cultural and cognitive
diversity with representation from
arange of professional backgrounds
and a broad international
perspective.
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Group Leadership Team

Dan Labbad

Chief Executive, Executive
Board Member and Second
Commissioner

(Chair of the VCC}

A leader in global property and
infrastructure, and an active
champion ot sustainability,

Dan joined us in 2019 from
LendLease where as Chief
Executive Officer, International
Operations and Chief Executive
Officer, Europe he oversaw the
disciplined expansion of their
businesses in Europe, the
Americas and Asia.

75

Sol Anitua
Executive Director, Strategy,
Research & Innovation

With 20 years’international
experience across
commodities, banking,
strategy and the third sector,
Soljoined us in 2022 from
Plastic Energy, a cleantech
start-up where she was Chief
of Staff and part of the
Advisory Board.

Linda Morant
Chief Digital Officer

With over 20 years’
experience leading digital
growth at a range of global
energy, telecoms and
technology corpoerations,
Linda joined usin 2020
from BP where she was
Vice President of
Downstream Digital.

Robert Allen
Chief Financial Officer
{member of the VCC])

A charterad accountant with
a background in strategy,
M&A and financial risk, and
bringing extensive financial
leadership experience both
from global finance and UK
property - most recently as
CFQ of intu Properties plc
and prior to that Group
Finance Director of Crest
Nicholsen ple. Robert joined
us in 2021,

Huub den Rooijen
Managing Director, Marine

With over 30 years’
experience in the energy
sector, Huub joined us in
2012 from Shell where he
was one of the founders of
its wind energy business,
pionegering the first offshore
wind energy projects in the
UK and the Netherlands.

Paul Sedgwick
Managing Director,
Windsor & Rural

A chartered surveyor and
previous recipient of the
RASE Bledisloe Gold Medal
on the Yattendon Estate for
diversification projects and
a commitment to improving
the rural environment, Paul
joined us in 2014. Paul is a
Non-Executive Director of
The Duke of Wallington's
Stratfield Saye Estate.

Governance
67-81

Judith Everett

Executive Director, Purpose,
Sustainability & Stakeholder
{member of the VCC)

With experience from a
diverse range of both in-
country and global leadership
roles across brand,
communications,
sustainability and
engagement, Judith joined us
in 2013 from AstraZeneca.
Judithis Chair of the CBl's
London Council.

Financial statements
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Simon Harding-Roots
Managing Director, London

With global real estate and
property experience spanning
Europe, Asia, and the Middle
East, Simon joinedusin 2021
from Grosvenor Britain and
Ireland where he was a

Board Director.

Qliver Smith
Executive Director,
Operations

With 20 years of experience
across some of our diverse
industries, and a particular
focus on the property sector,
Oliver previously worked on
our London portfotio before
moving into his current newly
created position. Oliver
originally joined us from Jones
LanglaSallein 2C08 andis a
chartered surveyor.

Hannah Milne
Managing Director, Regional

A chartered surveyor with
over 30 years’ experience of
strategy, capital markets
trading, asset management
and development, Hannah
jeined us in 2011 from Knight
Frank, and has lad our
Regional business since 2016,

Lisa White
Executive Director,
People & Culture

With an extensive career as
an HR professional, and with
a particular focus on the
property sector, Lisais a
qualified coach and jeined

us in 2021 from CBRE, where
she was part of the Global
Leadership Team.
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The Certificate and Report of the Comptroller and Auditor General
to The House of Commons

Opinion on financial statements
f certify that [ have audited the financial
statements of The Crown Estate and of
its Group for the year ended 31 March
2022 under the Crown Estate Act 1961.
The financial statements comprise: The
Crown Estate's and The Crown Estate
Group's:

— Balance Sheets as at 31 March 2022;

— Consolidated Statements of
Comprehensive income {Group only),
Statements of Cash Flows and
Statements of Changes in Capital and
Reserves for the year then ended; and

— the related notes including the
significant accounting policies.

The financial reporting framework that
has been applied in the preparation of the
Group financial statements is applicable
law and LK adopted international
accounting standards.

In my apinion, the financial statements:

— give a true and fair view of the state of
the Group's and The Crown Estate's
affairs as at 31 March 2022 and of
the Group's consolidated revenue
account profit and consolidated
capital account profit for the year
then ended; and

— have been praperly prepared in
accordance with the Crown Estate
Act 1961 and HM Treasury directions
issued thereunder.

Opinion on regularity

in my opinion, in all material respects the
incame and expenditure recorded in the
financial statements have been applied
to the purposes intended by Parliament
and the financial transactions recorded
in the financial statements conform to
the authorities which govern them.

Basis for opinions

| conducted my audit in accordance with
international Standards on Auditing (UK)
{ISAs UK), applicable law and Practice
Note 10 Audit of Financial Statements of
Public Sector Entities in the United
Kingdom. My responsibilities under those
standards are further described in the
Auditor's responsibilities for the audit of
the financial statements section of my
certificate.

Those standards require me and my staff
to comply with the Financial Reporting
Council's Revised Ethical Standard
2019. | have also elected to apply the
ethical standards relevant to listed
entities. | am independent of The Crown
Estate and its Group in accordance with
the ethical requirements that are
relevant to my audit of the financial
statements in the UK. My staff and | have
fulfilled our other ethical responsibilities
in accordance with these requirements,

| believe that the audit evidence | have
obtained is sufficient and appropriate to
provide a basis for my opinion.

The framework of authorities that has
been considered in the context of my
opinion on regularity includes The Crown
Estate Act 1961, The Crown Estate’s
framework agreement with HM Treasury
and Managing Public Money

Conclusions relating to

going concern

In auditing the financial statements, |
have concluded that The Crown Estate
and its Group's use of the going concern
basis of accounting in the preparation of
the financial statements is appropriate.

My evaluation of the Board's assessment
of The Crown Estate and its Group’s
ability to continue to adopt the going
concern basis of accounting included
understanding how they have assessed
the prospects of the Group, over what
period they have done so, and why they
consider that period to be appropriate. |
have also reviewed the evidence
supporting their going concern and
Viability Statement assessments. | made
no obsarvations with respect to that
assessment.

Based on the work | have performed, |
have not identified any material
uncertainties relating to events or
conditions that, individually or
collectively, may cast significant doubt
on The Crown Estate or its Group's ability
to continue as a going concern for a
period of at least twelve months from
when the financial statements are
authorised for issue.

In relation to The Crown Estate’s
reporting on how the UK Corporate
Governance Code has been applied, |
have nothing material to add or draw
attention to in relation to the Board's and
Accounting Officer's statement in the
financial statements about whether the
Board and the Accounting Officer
conrsidered it approgriate to adopt the
going concern basis of accounting.
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My responsibilities and the
responsibilities of the Accounting Gfficer
with respect to going concern are
described in the relevant sections of this
certificate.

Overview of my audit approach
Key audit matters

Key audit matters are those matters that,
in my professional judgment, were of
most significance in the audit of the
financial statements of the current
period and include the most significant
assessed risks of material misstatement
twhether or not due to fraud) identified by
the auditor, including those which had
the greatest effect on: the overall audit
strategy; the allocation of resourcesin
the audit; and directing the efforts of the
engagement team.

These matters were addressed in the
context of the audit of the financial
statements as a whole, and in forming my
opinion thereon. | de not provide a
separate opinion on these matters.

This is not a complete list of all risks
identified through the course of my audit
but oniy those areas that had the
greatest effect on my overall audit
strategy, allocation of resources and
direction of effort. | have not, for
example, inciuded information refating to
the work | have performed around the
presumed risk of management override
of controls, an area where my work has
not identified any matters to repart.

The areas of focus were discussed with
the Audit Committee; their report on
matters that they considered to be
significant to the financial statements is
set out on pages 78-81.

In this year's certificate and report the
following changes to the risks identified
have been made compared to my prior
year report:

There is no new significant risk identified
this year but there is a split of Investment
Property Valuation risk from Offshore
Wind Asset valuation risk as a resuit of
different valuation methodology



Investment property valuations

Description of risk

The most significant transactions and
balances within The Crown Estate's
financial statements relate to investment
property assets and their valuations.
Management engaged professional
valuers to provide valuations of
investment property assets as at

31 March 2022. The valuations are
formed from the application of
methodclogies that use a number of
assumptions and judgements, which, if
inappropriate or incorrect, present a
significant risk of material misstatement
within the accounts. Covid-19 has
impacted majority of sectors and caused
disruption to the market and structural
changes in the retail sector theraby
causing volatility and certainty of
investment property valuations in recent
years.

How the scope of my audit responded
to the risk

| performed procedures to gain
assurance from the work conducted

by third party valuers engaged by

The Crown Estate. In assessing whether
their work provides a sound basis for
valuation | considered their overall
competence, capability and objectivity
{as managerment’s experts), as well as
the scope of their work and its relevance
to the accounts and my opinion. in
particular, | considered the valuation
methodology they applied, the
completeness and validity of the data
inputs to those valuations, and, using
independent valuation experts within my
audit team, the appropriateness of the
key assumptions on which the valuations
were based. | have challenged
management on the reasons for
significant movements in individual
property valuations at year end,
confirming these reasons to underlying
documentation.

Key observations

| found The Crown Estate's controls aver
the valuation process to be designed and
implemented adequately and that asset
valuations have been prepared using
appropriate methodology and
assumptions. The disclosures within
notes 3 and 18 of the financial
statements provide further details of the
key assumptions underpinning the
valuations and the sensitivity of the
valuations to a change in assumgtions.
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Offshore Wind Asset Valuation

Description of risk

The value of the offshore wind assets
amounted to £4 3 billion as at 31 March
2022 There is a lack of directly
comparable transactions for interests in
these assets. Establishing appropriate
discount rates is inherently subjective and
there is a greater degree of valuer
judgement required in comparisontoa
traditional investment property valuation.
As aresult, the valuation of interests in
offshore wind assets are subject to a high
degree of uncertainty and are determined
anthe basis of assumptions which may
change with future events. Each projectis
valued individually using a discounted
cash flow (DCF) methodology where a
wide range of discount rates has been
applied to each round representing the
stage of these projects, whether
operational or non-operational, and the
risks around these cash flows, that are
updated regularly. The DCF methodology
is the typical approach for valuing
complex revenue streams and also
provides a means to value in a market
where there are no directly comparable
sales of the seabed subject to a'ground’
lease structure.

How the scope of my audit responded
to the risk

| performed procedures to gain assurance
from the work conducted by third party
valuers engaged by The Crown Estate.

In assessing whether their work provides
a sound basis for valuation, | considered
their overall competence, capability, and
objectivity (as management’s experts), as
well as the scope of their work and its
relevance to the accounts and my opinion.

In particular, [ considered the valuation
methodology they applied, the
completeness and validity of the data
inputs to those valuations, and, using
independent valuation experts within my
audit team, the appropriateness of the
key assumptions on which the valuation
methodology were based.

| have challenged management on the
reasons for changes in assumptions
causing significant moverments in project
valuations at year end, confirming these
reasons to underlying documentation.

Key observations

i found The Crown Estate's controls over
the valuation process to be designed and
implemented adequately and that asset
valuations have been prepared using
appropriate methodology and
assumptions. The disclosures within
notes 3 and 18 of the financial
statements provide further details of the
key assumptions underpinning the
valuations and the sensitivity of the
valuations to a change in assumptions.
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Revenue Recognition

Description of risk

The Crown Estate and HM Treasury
have agreed to have financial and
non-financial targets for the purposes of
remuneration across the Group, with a
weighting of 67% against delivering net
revenue profit of £2652 million and 33%
weighting against delivery of four
non-financial indicators. In 2021-22 the
net revenue profit was £312.7 million,
an increase of 15.9% from the prior year
and this was a result of the reversal of
financial year 2020/21 provision. The
Crown Estate's key source of income is
based on contractual rental revenue.

In addition, it receives income from
royalties for the extraction of minerals
as well as other miscellaneous income.
Total revenue in 2021/22 was

£483.3 million and £410.2 million

of that was from contractual rental
income and £72.4 million is from other
income streams.

Under auditing standards (ISA 240),
there is a presumed risk of fraud in
revenue recagnition. | have rebutted this
risk for contractual rental income as rent
is set at a fixed amount in lease
agreements and is subject to automatic
processes and controls, where the
accounting system automatically
pro-rates revenue across the invoiced
period. Therefore, the risk of
manipulation of this type of income is
low. | have not rebutted this risk for the
rest of income streams on the basis that
these are subject to higher risk of
manipulation to meet the net revenue
account profit targets.

How the scope of my audit responded
to therisk

| have reviewed the design and
implementation of The Crown Estate’s
contrels over processing of revenue.

| have tested a sample of non-rental
income, receivables and accrued income
and confirmed statutory transfers
between revenue and capital accounts
under the Crown Estate Act 1961.

| have also considered whether
management’s recognition of revenue
from unsettled rent reviews is
appropriate and considered the findings
from my review of the recoverability of
receivables (the expected credit loss
provisian}, an additional key audit matter.

Key observations

| found The Crown Estate's controls to be
designed and implemented adequately. |
have nc matters to raise from my testing
of revenue recognition.
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Provision for expected credit losses

Description of risk

The Covid-19 related restrictions in place
during 2021 put additional strain an
tenants, especially those in the retail and
leisure sectors, where many remained
closed. The maratorium on rent collection
introduced by the Governrment as a
support measure for tenants, has
impacted The Crown Estate’s ability to
pursue collection of outstanding debts
and the moratorium came to an end on
24 March 2022.

There has been a significant decrease in
provision for expected credit loss on

31 March 2022 {£45.3 million compared
to £73.6 million in the previous year) as a

Application of materiality
Materiality

result of reduced arrears and improved
market conditions.

| consider the valuation of expected
credit losses to present a significant risk
as it requires a degree of judgment
around each customer’s financial
situation, and an assessment as to the
likelihood of debt recovery.

How the scope of my audit
responded to the risk

| have considered the design and
implementation of key controls over
estimation processes, including how
assumptions are set and reviewed at a
customer level, and how the expected
credit loss models are maintained.

| have reviewed the reasonableness of
key assumptions and tested a sample of
input data sources, for example rent
arrears balances for individual
customers. | have reviewed the medelling
methodology and have tested the
integrity of the modet.

Key observations

| found The Crown Estate's controls
around the estimation of credit losses to
be designed and implemented
adequately. | have no matters to raise
from my testing of expected credit
losses.

| applied the concept of materiality in both planning and performing my audit, and in evaluating the effect of misstatements on my
audit and on the financial statements. This approach recognises that financial statements are rarely absolutely correct, and that an
audit is designed to provide reasonable, rather than absolute, assurance that the financial statements are free from material
misstatement or irregularity. A matter is material if its omission or misstatement would, in the judgement of the auditor, reasonably
influence the decisions of users of the financial statements.

Based on my professional judgement, | determined cverall materiality for The Crown Estate and its group’s financial statements as a

whole as follows:

The Crown Estate Group

The Crown Estate

Materiality

£168 million

£167 million

Basis for determining materiality

1% of gross assets of £16.8 billion
{£16.8 billion in 2020-21)

1% of gross assets of £16.9 billion
(£16.9 billion in 2020-21). This has been
adjusted to be lower than the materiality
applied to the Group.

Rationale for the benchmark applied

| chose gross assets as a benchmark as | consider it to be the principal consideration
for users assessing the financial performance of the Group

{ have determined that for financial
statement components connected with
the consolidated revenue account,
misstatements of alesser amount than
overall materiality could influence the
decisions of users of the accounts given
the consolidated revenue account profit
is distributable to the Consolidated Fund.
1 have therefore determined that the level
to be applied to these components is
£31.2 million, being approximately 10%
of the consolidated revenue account
prafit. (2020-21: £31.5 million, being
10% of the narmalised three-year
average consolidated revenue account
profit)

Performance Materiality

| set performance materiality at a level
lower than materiality to reduce the
probability that, in aggregate,
uncorrected and undetected
misstatements exceed the materiality for
the financial statements as a whole.
Group performance materiality was set
at 70% of Group materiality for the
2021-22 audit {(2020-21: 75%). In

determining performance materiality, [
have also considered the uncorrected
misstatements identified in the previous
period.

Other Materiality Considerations
As well as quantitative materiality there
are certain matters that, by their very
nature, would if not corrected influence
the decisions of users, for example, any
errors in respect of the Beard and
Executives’' remuneration as reported in
the Remuneration Committee repart.
Assessment of such matters would need
to have regard to the nature of the
misstatement and the applicable legal
and reporting framework, as well as the
size of the misstatement.

| applied the same concept of materiality
ta my audit of regularity. In planning and
performing audit work in support of my
apinion an regularity and evaluating the
impact of any irregular transacticns,
took into account bath quantitative and
qualitative aspects that [ consider would
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reasonably influence the decisions of
users of the financial statements.

Error Reporting Threshold

{ agreed with the Audit Committee that |
would report to it ali uncorrected
misstatements identified through my
audit in excess of £300,000, as well as
differences below this threshold that in
my view warranted repaorting on
qualitative grounds. | also report to the
Audit Committee on disclosure matters
that we identified when assessing the
overall presentation of the financial
statements.

No unadjusted audit differences have
been reported to the Audit Committee.



Audit scope

The scope of my Group audit was
determined by obtaining an
understanding of The Crown Estate
Group and its environment, including
Group-wide controls, and assessing the
risks of material misstatement at the
Group level.

Total assets for the Group are
£17,974.3 million, of which

£18,039.3 million are attributable to the
parent, The Crown Estate.

My Group audit approach focused on
those balances assessed as being of

the greatest significance to the Group
financial statements and their users.

In establishing an overall approach,

| considered the size and risk
characteristics of the component
entities’ financial information and
determined the type of work that needed
to be performed on each,

The parent is individually significant by
virtue of its size and | have audited its full
financial information. The remaining
consolidating {subsidiary) entities have
been subjected to audit work for the
purpose of confirming that there is no
risk of material misstatement within
these entities to the Group financial
statements.

In addition, | have completed specific
audit procedures on the material
transactions and balances within The
Crown Estate’s joint ventures' financial
infarmation to confirm its share of joint
venture net assets and profit as included
under the equity method in the Group
accounts.

This work covered substantially all of the
Group's assets and net income, and
together with the procedures performed
at group level, gave me the evidence't
needed for my opinion on the group
financial statements as a whole.

Strategic report Governance
01-61 672-91
Other Information

The other information comprises
information included in the Strategic
Report and Governance sections of the
integrated Annual Report and Accounts,
but does not include the parts of the
Remuneration Committee report
described in that report as having been
audited, the financial statements and my
auditor's certificate thereon. The
Accounting Officer is responsible for the
other information.

My opinion on the financial statements
does not cover the ather information and
except to the extent otherwise explicitly
stated in my certificate, | do not express
any form of assurance conclusicn thereon.

In connection with my audit of the
financial statements, my responsibility is
to read the other information and, in
doing so, consider whether the other
information is materially inconsistant
with the financial statements ar my
knowledge obtained in the audit or
otherwise appears to be materially
misstated.

If | identify such material inconsistencies
or apparent material misstatements, | am
reguired to determine whether this gives
rise tao a material misstatement in the
financial statements themselves. If,
based on the work | have performed, |
conclude that there is a materia!
misstatement of this other information, i
am required ta report that fact.

| have nothing to report in this regard.

Opinion on other matters
In my opinion, based on the work
undertaken in the course of the audit:

— the parts of the Remuneration
Committee report subject to audit
have been properly prepared in
accordance with HM Treasury
directions made under the Crown
Estate Act 1961,

— the information given in the Strategic
Report and Governance sections of
the Integrated Annual Report and
Accounts for the financial year for
which the financial statements are
prepared is consistent with the
financial statements and is in
accordance with the applicable legal
requirements.

[
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Matters on which I report

by exception

Inthe light of the knowledge and
understanding of The Crown Estate
Group and its environment obtained in
the course of the audit, | have not
identified material migstatements in the
Strategic Report and Governance
sections of the Integrated Annual Report
and Accounts.

| have nothing to report in respect of the
following matters which | repaort to you if,
in my opinion:

— | have not received all of the
information and explanations | require
for my audit; or

— adequate accounting records have not
been kept by The Crown Estate or
returns adequate for my audit have
not been received from branches not
visited by my staff; or

— the financial statements and the parts
of the Remuneration Committee
report subject to audit are notin
agreement with the accounting
records and returns; or

— certain disclosures of remuneration
specified by HM Treasury directions
made under the Crown Estate Act
1961 have not been made or parts of
the Remuneration Committee report
to be audited is not in agreement with
the accounting records and returns; or

— the Governance section of the
Integrated Annual Report and
Accounts does not reflect compliance
with HM Treasury's guidance.
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The Certificate and Report of the Comptroller and Auditor General
to The House of Commons continued

Corporate governance statement
The Listing Rules require me to review
the Board's and the Accounting Officer's
statement in relation to going concern,
longer-term viability and that part of the
Corporate Governance Statement
relating to The Crown Estate's
campliance with the provisions of the UK
Corporate Governance Code specified
far my review.

Based on the wark undertaken as part of
my audit, | have concluded that each of
the following elements of the Strategic
Report and Gavernance section is
materially consistent with the financial
statements or my knowledge obtained
during the audit:

— the Board's statement with regards
the appropriateness of adopting the
going concern basis of accounting and
any material uncertainties identified
{set out on page 39};

— the Board's and the Accounting
Officer's explanation as to its
assessment of the entity's prospects,
the period this assessment covers
and why the period is appropriate {set
out on page 39}

— the Accounting Officer's statement on
fair, balanced and understandable set
out an page 74}

— the Board's and Accounting Officer's
confirmation that they have carried
out arobust assessment of the
emerging and principal risks (set out
on page 55);

— the section of the annual report that
describes the review of effectiveness
of risk management and internal
control systems {set out on pages
55-61 and 78-81}; and

— the section describing the work of the
Audit Committee [set out on pages
78-81).

Responsibilities of the
Accounting Officer for the
financial statements

As explained more fully in the Accounting
Officer's Statement, the Chief Executive
as Accounting Officer and the Board are
responsible for:

maintaining proper accounting
records; and

the preparation of the financial
statements and Annual Report in
accordance with the applicable
financial reporting framework and for
being satisfied that they give a true
and fair view,; and

ensuring that the Integrated Annual
Report and Accounts as a whole is
fair, balanced and understandable;
and

internat controls as the Accounting
Officer determines is necessary to
enable the preparation of financial
statements to be free from material
misstatement, whether due to fraud
orerror; and

assessing The Crown Estate and its
Group's ability to continue as a going
concern, disclosing, as applicable,
matters related to going concern and
using the going concern basis of
accounting unless the Accounting
Gfficer either anticipates that the
services provided by The Crown
Estate and its Group will not continue
to be provided in the future, or has no
realistic alternative but to cease
operations.

Auditor’s responsibilities for the
audit of the financial statements
My responsibility is to audit, certify and
report on the financial statements in
accordance with the Crown Estate
Act1961.

My objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
material misstatement, whether due to
fraud or error, and to issue a certificate
that includes my copinion. Reasonable
assurance is a high level of assurance but
is not a guarantee that an audit
conducted in accordance with ISAs (UK)
will always detect a material
misstatement when it exists.
Misstatements can arise from fraud or
error and are considered material if,
individually or in the aggregate, they
could reasonably be expected to
influence the economic decisions of
users taken on the basis of these
financial statements.
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Extent to which the audit was
considered capable of detecting
non-compliance with laws and
regulations including fraud

| design procedures in line with my
responsibilities, outlined above, to detect
material misstatements in respect of
non-compliance with laws and
regulations, including fraud. The extent
te which my procedures are capable of
detecting non-compliance with laws and
regulations, inciuding fraud is detailed
below.

Identifying and assessing potential
risks related to non-compliance with
laws and regulations, including
fraud

In identifying and assessing risks of
material misstatement in respect of
non-compliance with laws and
regulations, including fraud, we
considered the following:

— the nature of the sector, control
environment and operational
performance including the design of
The Crown Estate and its Group's
accounting policies, key performance
indicators and performance
incentives.

— Inguiring of management, The Crown
Estate’s head of internal audit and
those charged with governance,
including obtaining and reviewing
supporting documentation relating to
The Crown Estate and its Group's
policies and procedures relating to:
~ identifying, evaluating and

complying with laws and
regulations and whether they were
aware of any instances of non-
compliance.

- detecting and responding to the
risks of fraud and whether they
have knowledge of any actual,
suspected or alleged fraud; and

- the internal controls established to
mitigate risks related to fraud or
non-compliance with laws and
regulations including The Crown
Estate and its Group's controls
relating to The Crown Estate and
its Group’s compliance with the
Crown Estate Act 1961, The
Crown Estate’s framework
agreement with HM Treasury and
Managing Public Money.

— discussing among the engagement
team and involving relevant property
valuaticn specialists, regarding how
and where fraud might occur in the
financial statements and any potential
indicators of fraud.



As aresult of these procedures, |
considered the opportunities and
incentives that may exist within The
Crown Estate and its Group for fraud and
identified the greatest potential for fraud
in the following areas: revenue
recognition, posting of unusual journals,
complex transactions and bias in
management estimates. In common with
all audits under ISAs (UK}, | am also
required to perform specific procedures
to respond to the risk of management
override.

| also obtained an understanding of The
Crown Estate and its Group's framework
of authority as well as other legal and
regulatory frameworks in which The
Crown Estate and its Group operate,
focusing on those laws and regulations
that had a direct effect on material
amounts and disclosures in the financial
statements or that had a fundamental
effect on the operations of The Crown
Estate and its Group. The key laws and
regulations | considered in this context
included the Crown Estate Act 1961,
The Crown Estate's framewaork
agreement with HM Treasury, Managing
Public Money, and relevant property,
health and safety, employment, pensions
and taxation legislation.

Audit response to identified risk

As aresult of performing the above, the
procedures | implermented to respond to
identified risks inchuded the following:

— reviewing the financial statement
disclosures and testing to supporting
documentation to assess compliance
with provisions of relevant laws and
regulations described above as having
direct effect on the financial
statements;

— enquiring of management, the Audit
Committee and in-house legal counsel
concerning actual and potential
litigation and claims;

— reading and reviewing minutes of
meetings of those charged with
governance and the Board and
internal audit reports;

— in addressing the risk of fraud through
management override of controls,
testing the appropriateness of journal
entries and other adjustments;
assessing whether the judgements
made in making accounting estimates
are indicative of a potential bias; and
evaluating the business rationale of
any significant transactions that are
unusual or outside the normal course
of business.

Financial statements
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| also communicated relevant identified
laws and regulations and potential fraud
risks to all engagement team members
including property valuation specialists
and remained alert to any indications of
fraud or non-compliance with laws and
regulations throughout the audit.

A further description of my
responsibilities for the audit of the
financial statements is located on the
Financial Reporting Council's website at:
www.frc.org.ukfauditorsresponsibilities.
This description forms part of my
certificate.

Other auditor’s responsibilities

| am also required to obtain evidence
sufficient to give reasonable assurance
that the expenditure and income
recorded in the financial statements have
been applied to the purposes intended by
Parliament and the financial transactions
recorded in the financial statements
conform to the authorities which govern
them.

| communicate with those charged with
governance regarding, among other
matters, the planned scope and timing of
the audit and significant audit findings,
including any significant deficiencies in
internal control that | identify during my
audit.

Report
| have no cbservations to make on these
financial statements.

Gareth Davies
Comptroller and Auditer General

Nationa! Audit Office

157-197 Buckingham Palace Road
Victoria

London

SWi1w gsSP

13 June 2022

The Crown Estate Integrated Annual Report and Accounts 2021/22

Additional information

132-136

97



Consolidated statements of comprehensive income
CONSOLIDATED REVENUE ACCOUNT FOR THE YEAR ENDED 31 MARCH

2021/22 2020/21

Note £m £m
Revenue 5 483.3 482.7
Expenses 5] {155.5) {179.3)
Operating profit 3278 3034
Net finance income 9 35 1.0
Share of revenue profit from joint ventures 19 30.0 14.8
Share of revenue profit from other property investments 20 1.8 0.8
Net operating profit before depreciation, Treasury agreements and
statutory transfers 363.1 320.0
Depreciation of tangible fixed assets 10,21 2.7} 5 6)
Neat operating profit before Treasury agreemaents and statutory transfers 3604 3144
Recovery of capital expenditure under the Crown Estate Act 1961 and by
Treasury agreement 10 {38.0 (37.3}
Statutory transfers 13 {12.0) (10.1)
Parliamentary supply finance 14 2.3 2.3
Consolidated revenue account profit 312.7 269.3
Consolidated statement of comprehensive income of the revenue account
Consolidated revenue account profit 3127 2693
Item that will not be reclassified subsequently to revenue account profit:
Re-measurement gainf(loss) in retirement benefits 8¢ 4.9 13.2)
Total consolidated comprehensive income of the revenue account 317.6 266.1
CONSOLIDATED CAPITALACCOUNT FOR THE YEAR ENDED 31 MARCH

z021/22 202021

Note £m £m
Capital account expanditure {14 .3} (15 8)
Net revaluation gain in investment properties (including gain on disposal} 11 1,155.7 1,253 5
Share of revaluation gain/{less} in joint ventures (including gain on disposal) 11 47.9 (136.7)
Share of revaluation gainf(foss} in other property investments lincluding
capital distribution) 11 4.5 (13.3)
Capital profit before Treasury agreements and statutory transfers 1,193.8 1,087.9
Recovery of capital expenditure under the Crown Estate Act 1961 and by
Treasury agreement 10 38.0 373
Statutory transfers 13 12.0 10.1
Consolidated capital account profit 1,243.8 11353
Consolidated statement of comprehensive income of the capital account
Consolidated capital account profit 1,243.8 1,135.3
Items that will net be reclassified subsequently to capital account profit:
Revaluation gain in owner occupied properties 11 7.3 3.4
Total consolidated comprehensive income of the capital account 1,251.1 1,138.7

The Crown Estate Act 1961 specifies certain distinctions between capital and revenue transactions. The consolidated revenue
account represents income generated from managing the portfolio of assets, net of any associated costs and, by agreement with
the Treasury, certain adjustments between the revenue and capital accounts. The consclidated capital account inctudes gains or
losses on disposal of investment properties, revaluation gains or losses, staff and other relevant costs incurred to enhance the

estate and the adjustments with the revenue account noted above. Further detail can be foundin note 1.

A total comprehensive income of the revenue account of £317.6 million (2020/21: £266.1 million) and a total comprehensive
income of the capital account of £1,226.9 million (2020/21: £1,176.9 million) are recorded in the financial statements of the

parent for the year ended 31 March 2022.

No income statement or statement of comprehensive income is presented for the parent.
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Balance sheets
AS AT 31 MARCH
Group Group Parant Parent
202122 2020/21 2021/22 202021
Nate £m £m Em £m
Assets
Non-current assets
Investment properties 16 14,223.9 13,0842 13,9309 12,8725
Qwner occupied properties 17 130.0 134.2 130.0 134.2
Investment in joint ventures 19 725.3 667.9 725.3 667.9
Other property investments 20 46.5 54.7 0.3 109
Property, plant and eguipment 21 25.2 29.1 252 29.1
Other investments 22 10.9 10.9 10.9 109
Trade and other receivables 23 489.8 4881 489.8 488.1
Pension asset 3 12,2 82 122 82
Total non-current assets 15,663.8 14,4873 15,324.6 14,221.8
Current assets
Assets held for sale 16 9.0 189 9.0 189
Trade and other receivables 23 1683 1348 582.2 4947
Cash and cash equivalents 21352 2,174.5 21235 21712
Total current assets 2,310.5 2,328.0 27147 22,6848
Total assets 17,974.3 16,815.3 18,039.3 16,9066
Liabilities ,
Current liabilities ‘
Payables and deferred income 24 857.7 6740 8519 670.3
Provisions 25 0.7 34 0.7 3.4
Total current liabilities 858.4 677.4 852.6: 6737
Non-current liabilities 24 659.6 9376 6596 9376
Total liabilities 1,518.0 1,615.0 1,5122: 1,611.3
Net assets 16,456.3 15,2003 16,527.1 15,295.3
Capital and reserves
Revenue reserve available for distribution te the .
Consolidated Fund 3.2 2.3 3.2 2.3
Pensicnreserve 122 82 122 82
Capital reserve 16,389.7 15,1342 16,4605 15,2292
Revaluation reserve 51.2 55.6 512 556
Total capital and reserves 16,456.3 15,200.3 16,527.1 15,285.3
471,_, {,
Dan Labbad
Chief Executive, Second Commissioner and Accounting Officer
9 June 2022
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Statements of changes in capital and reserves

FOR THE YEAR ENDED 31 MARCH

Revenus account Capital account Total
Ravanue
reserves
available for
distribution
totha
Consolidated Pension Capital Revaluation
Fund reserve Total raserve reserve Total
Group £m £m £m £m £m £m £m
Asat 1l April2021 23 8.2 105 151342 556 15,1898 15,2003
Net consolidated profit for the year 312.7 - 312.7 1,243.8 - 1,2438 1,556.5
Other consolidated
comprehensive income:
Revaluation gain in owner occupied
properties {note 17} - - - - 7.3 73 73
Re-measurement gain in retirement
benefits (note 8¢) - 49 4.9 - - - 49
Total consolidated comprehensive
profit for the year ended
31 March 2022 3127 49 217.6 1,2438 7.3 1,251.1 1,568.7
Transfer from owner
occupied reserve 117 (11.7}
Pension reserve adjustment 0.9 {0.9) - - - - -
Payable to the Consolidated Fund in
respect of current year net revenue
profit (note 15} (312.7} - {(312.7) - - - {312.7)
As at 31 March 2022 3.2 12.2 154 16,389.7 51.2 164409 164563
Revenue
resarves
available for
distribution
tothe
Consolidated Pansion Capital Revaluation
Furd reserve Total reserve reserve Total
Group £m £m £m £m £m £m £m
As at 1 April 2020 19 11.8 13.7 13,9974 537 14,0511 14,064.8
Net consolidated profit for the year 269.3 - 269.3 1,1353 - 1,1353 1,404.6
Othear consolidated
comprehensive incoma:
Revaiuation gain in owner occupied
properties (note 17) - - - - 34 3.4 3.4
Re-measurement loss in retirement
benefits [note 8¢} - 3.2) (3.2} - - - 3.2
Total consolidated comprehensive
profit for the year anded
31 March 2021 269.3 3.2) 266.1 1,1353 3.4 1,138.7 1,404.8
Transfer from owner
occupied reserve - - - 15 (1.5) - -
Pension reserve adjustment 0.4 [0.4) - - - - -
Payable to the Consolidated Fund in
respect of current year net revenue
profit (note 15) [269.3) - (269.3} - - - (269.3)
As at 31 March 2021 2.3 8.2 105 151342 556 15,1898 15,2003

16G The Crown Estate ntogratag A~ruar Reoert ang Accownis 07 177



Financial stataments

F o

Additional information

Strategic raport Governance
01-61 67-91 92131 137136
Revenue account Capital account Total
Revenue
. reserves
—available for ——-
. distribution
. tothe
Consolidated Pansion Capital Ravaluation
; " Fund raserve Total reserve reserve Total
Parant £m £m £Em Em £m £m £m
Asat 1 April 2021 23 8.2 10,5 15,229.2 556 15,2848 15,2853
Net profit for the year 312.7 - 3127 1.219.6 - 1,219.6 1,532.3
Other comprehensive income: .
Revaluation gain in owner occupied
properties (note 17) - - - - 7.3 7.3 7.3
Re-measurement gain in retirement
benefits {note Bc¢) - 4.9 4.9 - - - 49
Total comprehensive profit for the
year ended 31 March 2022 312.7 4.9 3176 1,219.6 7.3 1,226.9 1,5445
Transfer from owner
oceupied reserve - - - 117 {11.7) - -
Pension reserve adjustment 0.9 (0.9) - - - - -
Payable tc the Consclidated Fund in
respect of current year net revenue
profit (note 15} {(312.7) - {312.7) - - - {312.7)
As at 31 March 2022 3.2 122 154 16,4605 512 165117 16,5271
Reverue
reserves
available for
distribution
tothe
Consolidated Pension Capital Revaluation
Fund reserve Total reserve reserve Total
Parent £m £m £m £m £m fm £m
Asat 1 April 2020 19 118 137 14,0342 537 14,1079 14,1216
Net profit for the year 269.3 - 2693 1,173.5 - 1,173 5 1,442.8
Other comprehensive income:
Revaluation gain in owner occupied
properties (note 17} - - - - 3.4 34 3.4
Re-measurement loss in retirement
benefits [note 8¢) - {3.2) (3.2) - - - (3.2)
Total comprehensive profit for the
year ended 31 March 2021 260.3 (3.2) 266 1 11735 3.4 1,176.9 1,4430
Transfer from owner
occupied reserve - - - 1.5 {1.5) - -
Pension reserve adjustment 0.4 (C.4) - - - - -
Payable to the Consolidated Fund in
respect of current year net revenue
profit (note 15) (269.3} - (269.3) - - - {£69.3)
As at 31 March 2021 2.3 82 10.5 15,2292 556 152848 1572953
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Statements of cash flows
FOR THE YEAR ENDED 31 MARCH

Group Group Parent Parent
202122 2020/21 2021722 2020121
£m £m £m £m
Operating profit - consolidated revenue account 3278 3034 318.0 299.0
Increase in provisions for retirement benefits 11 07 1.1 0.7
Decrease/(increase} in receivables 20.4 (43.2) 226 42.7}
{Decrease)fincrease in payables {103.6) 1,.046.9 {105.7) 1,049.7
{Decreasel/increase in provisions {2.7) 3.4 2.n 3.4
IFRIC adjustment (note 21} 6.1 - 6.1 -
Cash generated from operating activities 2491 1,311.2 239.4 1,3101
Interest received 36 1.3 3.6 1.3
Revenue distributions from investments in joint
ventures and subsidiaries 27.2 26.0 27.2 26.0
Distributions received from other property investments 1.8 0.8 1.0 -
Net cash inflow from operating activities 281.7 1,333 271.2 1,337.4
Cash flows from investing activities
Acquisition of investment properties {1.4} (4.2) (1.4) (2.1)
Capital expenditure on investment properties {80.9} (74.7) (78.8) {72.8)
Proceeds from disposal of investment properties 51.2 1430 512 1430
Other capital receipts 8.0 55 8.0 55
Net investment in joint ventures (6.7) (£3.1) (6.7) (13.1)
Capital distributions from other property investments 12.7 - 12.7 -
Purchase of plant and equipment and other investments (4.9} {4.5) {4.9) (4.5)
Net cash (outflow}/inflow from investing activities (22.0) 52.0 (19.9) 56.0
Cash flows from financing activities
Finance lease payments {1.4) (12 {1.4) (1.2}
Parliamentary supply finance 23 2.3 23 2.3
Net cash inflow from financing activities 0.9 11 0.9 11
Net increase in cash and cash equivalents before
Consolidated Fund paymaent 260.6 1,3924 2522 1,394 5
Consolidated Fund payment {269.9) 247.0) (299.9) (247.0}
{Decrease}/increase in cash in the year after
Consolidated Fund payment {39.3) 1,145.4 {47.7) 1,147.5
Cash and cash equivalents at start of the year 21745 1,029.1 21712 1,023.7
Cash and cash equivalents at end of the year 21352 21745 21235 21712
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Notes to the Group and Parent consolidated financial statements

1. Basis of preparation

The consolidated financial statements incerporate the financiat
statements of The Crown Estate. The financial statements have
been prepared on a going concern and an accruals basis under
the historical cost convention, modified to include investment
praperties (including investment properties treated as finance
leases), owner occupied properties and other investments
recognised at fair value. They are prepared in accordance with
section 2(5} of the Crown Estate Act 1961 (the Act) and
directions made by the Treasury.

The directions from the Treasury reguire that the financial
statements are prepared in accordance with UK adopted
intarnational accounting standards, except where these conflict
with the Act.

These financial statements are prepared in sterling, which is the
functional currency of The Crown Estate, and rounded to the
nearest one hundred thousand pounds.

The Crown Estate was established with a resilient capital
structure and no debt. As described innote 15, the net revenue
profit relating to the year ended 31 March 2022 will be paid to
Treasury using a structured repayment process in the form
agreed with the Treasury, which allows adeguate revenue cash
reserves to settle obligations as they fall due for a period of at
feast 12 months from the date these financial statements are
signed. As a result these financial statements have been
prepared on a going concern basis.

Impact of the Crown Estate Act 1961 on the

financial statements

The Crown Estate is a body corporate regulated by the Act and
domiciled in the UK. The provisicns of the Act specify certain
distinctions between capital and revenue reflecting the Report
of the Committee on Crown Lands before the Act was passed,
to the effect that The Crown Estate resembles a trust, in which
the revenue beneficiary is the Exchequer and the capital is held
for Her Majesty and Har successors.

The revenue account represents income generated from
managing the portfolic of assets on behalf of Her Majesty and
Her successars, net of any associated costs and subject to the
charge from revenue for salary costs for certain staff and the
transfers between the capital and revenue accounts as required
by statutory provisions and Treasury agreements.

The capital account includes gains or losses arising on disposal
of assets from the portfelio, revaluation gains cr losses, the
income arising on the grant of operating leases over landin
exchange for a premium and other adjustments with the
revenue account noted above. The Act requires capital and
revenue accounts are distinguished in the financial statements.
Staff and other relevant costs incurred to enhance the assets
are charged to the capital account as appropriate.

The Act specifies that:

— any sum received by way of premium on the grant of alease
shall be carried to the revenue account if the lease is for a
term of 30 years or less and to the capital account if the
lease is for a term exceeding 30 years

— net earnings from mineral workings shall be carried one half
to the capital account and ore half to the revenue account

To meet the requirements of the Act, and the directions made
by the Treasury:

— separate income statements are presented for the revenue
and capital accounts

—- movements in comprehensive income are analysed between
the revenue and capital accounts

Treasury agreements

The Act allows adjustments between revenue and capital

to recoup capital expenditure out of the revenue account.

As The Crown Estate is prohibited from borrowing, Treasury
agreements provide The Crown Estate with a reliable and
predictable source of capital. By agreement with the Treasury,
this requirement is fulfilled by a transfer from the revenue to the
capital account of an amount equivatent 1o 9% of the previous
year's revenue, excluding service charges but including
depreciation of plant and equipment.

Changes in accounting policies

One new amendment to standards has been adopted by the
Group since 31 March 2021, Covid-19-Related Rent
Concessicns, an amendment to IFRS 16 {Leases), was effective
for The Crown Estate from 1 April 2021. There was no material
impact as the amendment did not impact lessor accounting
which follows existing guidance although the clarifications
provided by the Internaticnal Accounting Standards Board
(IASB) in its education document are applicable te lessors.
Except for this amendment these financial statements have
been prepared on a consistent basis as those presented for the
year ended 31 March 2021.
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Notes to the Group and Parent consolidated financial statements

continued

2, Significant accounting policies

2a. Basis of consolidation

The consslidated financial statements for the year ended

31 March 2022 incorporate the financial statements of The
Crown Estate and all of its subsidiary undertakings. Subsidiary
undertakings are those entities controlled by The Crown Estate.
The Crown Estate controls an entity when it is exposed to, or
has rights to, variable returns from the entity and has an ability
to affect those returns through its power over the entity The
financial statements of subsidiaries are included in the
consolidated financial statements from the date control
commences until the date control ceases.

2b. Properties

Investment properties are those which are held to earn rental
income ar for capital appreciation or for both. Investment
propertias and those in the course of development are held at
fair value, which is considered to be open market value.

Investment properties are measured initially at cost, including
related transaction costs. Additions to investment properties
consist of costs incurred in relation to capital activities. At the
balance sheet date investment properties are revalued to

fair value.

Energy and mineral assets are valued only where aletting or
licence exists, where a lease has been entered into, or where an
interest is expected to provide either a revenue cash flow or
capital receipt within the foreseeable future.

Any gains or losses arising on revaluing investment properties
are recognised in the consolidated capital account.

Fair value measurement of investment propetty
Properties are valued by independent external valuers at the
balance sheet date. The valuations have been carried out in
accordance with the Appraisal and Valuation Standards of the
Rovyal Institution of Chartered Surveyors (RICS)

IFRS 13 requires the use of valuation technigues for which
sufficient data is available, maximising the use of observable
inputs and minimising the use of unobservable inputs. The
degree of detail of the disclosure depends on the observability
of the inputs used. For this purpose, IFRS 13 establishes a fair
value hierarchy that classifies the inputs into three levels:

— Leveil 1: unadjusted guoted prices in active markets

— Level 2: observable inputs other than quoted prices included
within lavel 1

— Level 3: unochservable and observable inputs where
significant adjustments have been applied

Investment properties under development

Investment properties under development comprise
properties subject to a major programme of redevelopment or
development. They are categorised as such from the start of
the prograrmme until practical completion

Owner occupied properties

The Crown Estate treats as owner occupied: properties
occupied in the course of business, properties where significant
ancillary services are provided by The Crown Estate to its
customers; and certain dwellings occupied by staff and
pensioners at the Windsor Estate. Any gains or losses arising
on the revaluation of properties cccupied by The Crown Estate
are taken to revaluation reserve unless any loss in the pericd
exceeds any cumulative gains previously recognised in the
revaluation reserve. In this case the amount by which the loss
inthe period exceeds the net cumulative gain previously
recognised is recorded in the consclidated capital account.

Disposals

Disposals are recognised at the date of legal completion or the
date on which along lease interest is granted to a customer,
Gains and losses arising on disposal are recognised through the
consolidated capital account. The gain or loss on disposal is
determined as the difference between the sales procesds and
the carrying amount of the asset at the date of disposal plus
any costs directly incurred as a result of the sale

Property assets held for sale

The Crown Estate wiil report assets as held for sale when a
contract to seli the property has been exchanged, the property
is immediately available for sale in its current condition, the sale
is expected to complete within one year of the balance sheet
date and it is highly likely the transaction will complete.

2c. Joint arrangements - joint ventures

Ajcint venture is a joint arrangement whereby The Crown
Estate has joint control and has rights to its share of the net
assets of the arrangement. Joint ventures are accounted for
under the equity method. The balance sheet incorporates The
Crown Estate’s share of the net assets of the joint verture. The
consolidated revenue account incorporates the share of the
joint veriture’s profit after tax and the consolidated capital
account incorporates The Crown Estate’s share of revaluation
of investment properties including gains and losses on disposal

2d. Joint arrangements - joint operations

A joint operation is a joint arrangement whereby contractually
there is an agreed sharing of control, which exists only when
decisions about the relevant activities reguire the unanimous
consent of the parties sharing control. The Crown Estate
accounts for joint operations by recognising its share of assets,
liabilities, income and expenses on a line-by-line basis.

2e. Other property investments

QOther property investments are shown at fair value which is
equivalent to the share of net asset value less any discount
to reflect liquidity restrictions created by the legal form of
the investment,

2f. Other property, plant and equipment

Assets are depreciated using the straight-line methad from
acquisition or the start of the lease to the end cf their useful

life or the end of the [ease term. The estimated usefui lives of
right-of-use assets are determined on the same basis as those
of similar plant and equipment and where necessary periodically
reduced for impairment Josses and adjusted for
re-measurements of the lease liability.

The estimated useful lives of the assets are as follows:

— Vehicles: 4-10 years depending on the nature of the vehicle
— Plant and equipment: 4-10 years

— Computer equipment and software: 4 years

— Office equipment: 4 years

— Leasehold improvements: Length of the lease

— Right-of-use assets - property leases: Length of the lease

Useful lives and residual values are reviewed annually and
assessed for impairment, if applicable.

Certain vehicles and offices are recognised as right-of-use
assets under financea lease accounting as disclosed in note 2i.

2g. Other investments - antiques and paintings

Antiques and paintings are shown at fair value. Any gain or loss
arising from changes in fair value is recognised directly in the
revaluation reserve. The last trienniai valuation was carried out
by recognised experts and completed during the year ended
31 March 2020
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2. Significant accounting policies continued

2h. Cash and cash equivalents

Cash and cash equivalents comprise cash balances, deposits
held at call with banks and other short-term, highly liquid
investrments with ariginal maturitics of three months or less.

2i. Leases

At the inception of a contract The Crown Estate assesses
whether a contract contains a lease. A contract contains a lease
if the contract conveys the right for either The Crown Estate or
its customers to control the use of an identified asset for a
period of time in exchange for consideration. To assess whether
a contract conveys the right to control the use of an identified
asset, The Crown Estate assesses whether:

— the contract involves the use of an identified asset, which
is physically distinct or represents substantially all of the
capacity of a distinct asset and there are no substantive
substitution rights

— the contract conveys the right to obtain substantially all of
the economic benefits from use of the asset throughout the
period of use

— the lessee has the right to direct the use of the asset

At inception or on reassessment of a cantract that contains a
lease component, The Crown Estate allocates the consideration
in the contract to each component on the basis of their relative
stand-alone prices. However, for the leases of buildings and
maotor vehicles in which it is a lessee, The Crown Estate has
elected not to separate non-lease components and account

for the lease and non-lease components as a single

lease component.

The Crown Estate as a lessor

Where The Crown Estate acts as a lessor, it determines at lease
commencement whether each lease is a finance fease or an
operating lease. To classify each lease, The Crown Estate
makes an overall assessment of whether the lease substantially
transfers all of the risks and rewards of ownership of the
underlying asset to the lessee. If this is the case, then the lease
is a finance lease; if not, then it is an operating lease.

When The Crown Estate is an intermediate lessor, it accounts
for its interests in the headlease and the sub-lease(s)
separately. It assesses the lease classification of a sub-lease
with reference to the right-of-use asset arising from the
headlease, not with reference to the underlying asset. [fan
arrangement contains lease and non-lease components, The
Crown Estate applies IFRS 15 to allocate the consideration in
the contract.

Operating leases

Leases granted to customers where substantially all the risks
and rewards of ownership are retained by The Crown Estate

as lessor are classified as operating leases. Under the
requirements of the Act, a lease premium received on the grant
of a lease with a term of 30 years or less is recorded within the
revenue account.

The Crown Estate recognises lease payments received for
operating leases on a straight-line basis over the lease term
from the date of lease commencement to the earliest
termination date within the revenue account. This includes
applying adjustments for lease incentives, such as rent free
periods and contributions towards tenant costs. Arent
adjustment based on open market estimated rental value is
recognised from the rent review date in relation to unsettled
rent reviews.
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Finance leases

| eases granted to tenants where substantially ali the risks and
rewards of ownership are transferred to the tenant as lessee
are classified as finance leases. Where the grant of an extended
lease includes deterred payments, the asset is derecognised
as investment property and recognised as a finance lease
receivable equal to the net investment in the lease at inception.
Rentals received are accounted for as repayments of principal
and finance income as appropriate. Lease income is recognised
within the revenue account at a constant rate of return over the
period of the lease. Premiareceived on the grants of a lease
with terms of more than 30 years or more are recorded within
the capital account.

The Crown Estate as a lessee

The Crown Estate recegnises a right-of-use asset and a lease
liability at the lease commencement date. The right-of-use
asset is initially measured at cost, which comprises the initial
amount of the lease liability adjusted for any {ease payments
macde at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle
and remove the underlying asset or to restore the underlying
asset or the site on which it is located, less any lease
incentives received.

The right-of-use asset related to investment properties is
recognised as an asset as the sum of the premium paid on
acquisition and the present value of minimum lease payments.
The corresponding rent liability to the head leaseholder is
included in the balance sheet as a finance lease obligation.

The Crown Estate presents right-of-use assets as either
investment property or property, plant and equipment on the
halance sheet, depending cn the nature of the leased asset.

The lease liability is initially measured at the present value of
the lease payments that are not paid at the commencement
date, discounted using The Crown Estate’s theoretical
incremental borrowing rate. Lease payments included in the
measurement of the lease liability comprise fixed payments,
including in-substance fixed payments. The fease liability

is measured at amortised cost using the effective

interest method.

The Crown Estate has elected not to recognise right-of-use
assets and lease liabilities for short-term leases that have a
lease term of 12 months or less and leases of low value assets.
The Crown Estate recognises the lease payments associated
with these leases as an expense on a straight-line basis over the
lease term.

2j. Revenue

Lease revenue and non-lease revenue are recorded net of VAT
and only to the extent that economic benefitis expected to flow
to The Crown Estate.

Lease revenue
The majority of The Crown Estate income arises from leases,
the accounting for which is described in note 2i.
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Notes to the Group and Parent consolidated financial statements

continued

2. Significant accounting policies continued
Non-lease revenue

Non-lease revenue is recognised using a five-step modai:
identification of the contract; identification of the performance
obligations within the contract; determination of the transaction
price; allocation of the price to the performance obligations;
and then revenue is recognised as the performance obligations
are fulfilled.

The different types of non-lease revenue are described below:

— Service charge revenue
The Crown Estate incurs certain costs in relation to
properties which are occupied by its customers which, as
is common with commercial leases, are recharged to its
customers. Service charge income is reported separately,
as it represents a separate performance obligation. Service
charge inceme is recognised as associated costs
are incurred.

— Rovyalty income
Rayalty income is received in return for the extraction of
minerals and aggregates from the land and seabed by
customers or their agents. Royalty income is recognised as
the minerals are extracted and is invoiced semi-annually
inarrears.

in respect of both royalty income and service charge income,
cantracts, performance obligations, and prices relating to
performance obligations are clearly defined in writing and
revenues are actually received as performance obligations
are met.

— Licence revenue
Licence revenue arises primarily from granting customers
rights to lay under-sea pipes or cables and granting coastal
rights, such as mooring fees. Licences share many of the
same terms and attributes as leases, but do not qualify as
teases as the asset is not explicitly identified within the
contract. Revenue from licences is recognised on a straight-
line basis over the term of the licence and is reparted
separately from lease revenue.

Customers typically pay licence fees and service charges
before the services are rendered and are primarily
commercial organisatians that operate across a wide
range of sectors.

— QOther revenue
The majority of other revenue relates to admission fees, and
the sale of goods and services at Windsor Great Park These
sales are typically to the general public and are not subject
to the same formal contracts as other revenue streams.
Revenue is recognised when cash is received, which is
typically also the point when the goods or services are
provided.

— Property management and suppaort services to partners
The cost of property management and support services
provided to joint venture and joint operating partners in
relation to the properties managed is recognised evenly
across the period over which the services are provided.
Distributions from equity investments are recognised when
they are declared by the investee.
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2k. Taxation

The Crown Estate is not subject to corporation, income or
capital gaing tax. The consolidated revenue account profitis
paid in instaiments to the Consolidated Fund and will be used
for the benefit of the taxpayer. As a result of this unique
position, The Crown Estate does not recognise any

deferred tax.

21. Pensions
The Crown Estate operates two pension schemes providing
retirement and related benefits to all eligible staff as follows:

— The Civil Service Pension ([CSP)
The CSP is an unfunded multi-employer defined benefit
scheme. The Crown Estate is unable to identify its share
of the underlying assets and liabilities and as such has
accounted for the scheme as a defined contribution scheme.

— The Crown Estate Pengion Scheme (CEPS}
The CEPS has: a defined benefit section, the Opal secticn
{which closed to new entrants with effect from 1 January
2008); a defined contribution section, the Topaz section and
a hybrid section, the Quartz section.

The assets of the scheme are held separately from those of
The Crown Estate, in an independently administered fund.
The full values of the net assets or liabilities are recorded on
the balance sheet at each year end.

The current service cost of the scheme is charged to the
revenue account. The contributions are agreed by The Crown
Estate and the Trustees on the basis of triennial valuations
using the projected unit credit method. The Remuneration
report contains further details of the operation of

the scheme.

Re-measurement gains and losses are recognised in the
pension reserve. Pension scheme surpluses are only
recognised to the extent that The Crown Estate has an
unconditional right to utilise the surplus.

2m. Financial instruments

The only financial assets held are equity and partnership
interests, joint venture interests, net pension assets, trade and
other receivables, and finance lease receivables. The Crown
Estate has no financial liabilities except trade and other
payables and finance lease liabilities. There are no embeddad
derivatives within these contracts.

IFRS G does not apply to: pension assets which are subject to
{AS 19, finance lease receivables and payables which are
subject to IFRS 16; or interests in subsidiaries, associates and
joint ventures which are subject to IFRS 10, 1AS 27 and |1AS 28.
The Crown Estate's equity investments are not subject to IFRS
10,1AS 27 or IAS 28.

Trade receivables are measured at transaction price, utilising
the exception for trade receivables which are not subject to a
material finance element.
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3. Significant judgements, key assumptions

and estimates

The preparation of these financial statements requires The
Crown Estate to make certain judgements, estimates and
assumptions that affect the application of policies and the
reported amounts of assets, liabilities, income, expenses and
related disclosures. In the process of applying the accounting
policies, which are outlined in note 2, The Crown Estate has
made no individual judgements that have a significant impact on
the financial statements, except those involving estimates that
are outlined below.

3a. Property valuations

Investment properties and owner occupied properties are
shown at fair value as calculated by independent qualified
valuation experts; further information about valuations is
included in note 18. Valuations are based on a number of key
assumptions including an estimate of future rental income,
anticipated future costs, and discount rates. The valuers
also compare their valuations to market data for other
similar assets.

Given the lack of directly comparable transactions for our
interests in our offshore wind farms, establishing appropriate
discount rates is inherently subjective and there is a greater
degres of valuer judgement required in comparison with a
traditional investment valuation. As a result, and similar to the
valuation of investment properties, the valuations of interests
in offshore wind farms are subject to a degree of uncertainty
and are determined on the basis of assumptions which may
change with future events. Further details on key assumptions
are included within note 18.

3b. Joint venture valuations

Jeint ventures primarily comprise property investments and
therefore the carrying value includes the same inherent risks
as for assets that are wholly owned. However, certain future
expenses, such as property improvements, require the approval
of beth jeint venture partners, increasing the uncertainty over
this element of the valuation.
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3c. Recoverability of receivables, including lease
incentive receivables

Significant judgement has been applied in assessing the
recoverability of receivables including the unamortised
balance of historical lease incentives.

Receivables, and their recoverability, have continued to be
affected by the macroeconomic environment. Judgement is
required in assessing the recoverability of rental and service
charge receivables as many debtors are financially stressed and
it is unclear how market actions or future interventtons could
affect recovery of these receivables.

Consistent with market practice, in certain circumstances, The
Crown Estate offers commercial customers incentives to enter
into operating leases. The revenue adjustments required to
account for these incentives on a straight-line basis create a
long-term receivable. The same inherent judgement is required
when assessing the carrying value of receivables, although

the longer-term recovery pericd increases the uncertainty
around collection.

The Crown Estate assesses the likely recoverability of
receivables for potential provisions which are estimated using
an expected credit loss model. To estimate the provision, The
Crown Estate considers recent payment histary and future
expectations of customers’ ability and willingness to pay in
ordar to recognise a lifetime expected credit loss allowance.
Expected credit losses for all receivables are calculated using
the simplified approach.

Waivers of lease receivable balances are fully expensed in the
consolidated revenue account when agreed with a customer in
accordance with derecognition requirements of iIFRS 9, and are
not associated with another future lease medification.
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Notes to the Group and Parent consolidated financial statements
continued

4. Segmental analysis

The Crown Estate operations are all in the UK and are organised into four Strategic Business Units, plus central costs. These four
Strategic Business Units are the basis on which operations are monitored and in the 2021/22 financial year, decisions were made
by the voting members of the Group Leadership Team {GLT), who are considered to be the Primary Operating Decision Makers.
Following a strategic review of our business, the management of the Rural portfolio moved from the Regional portfolio to the
Windsor portfolio on 1 April 2021. The 31 March 2021 results and balances have been restated to reflect the new Windsor & Rural
Strategic Business Unit, alongside the existing London, Marine and Regional Strategic Business Units.

202122
Windsor Central

London Regional Marine & Rural costs/other Total
Consolidated revenue account Note £m £m £m £m £m £m
Lease revenue 5 194 2 774 108.0 254 - 403.0
Finance lease revenue 5 7.9 - - - - 7.9
Other revenue from contracts
with customers 5 1.9 0.2 273 8.2 - 376
Property management and
sUpport services 5 2.7 1.5 - - _ 4.2
Ravenue {excluding sarvice
charge revenue) 5 206.7 79.1 133.3 33.6 - 4527
Service charge revenue 5 22.1 8.5 - - - 306
Revenue - as reported 5 228.8 876 1333 336 - 483.3
Direct property expenses 8 {17.0) {2.2) (5.8) {15.0} - {40.0}
Service charge expenses 6 (46.3) (12.5) - - - {58.8)
Total direct expenses (63.3) (14.7) {5.8) {15.0) - {98.8)
Gross profit 165.5 729 1275 186 - 3845
Administrative expenses? 8 18 - - (0.1) (58.4) [96.7)
Operating profit/{loss) 167.3 729 1275 185 (58.4) 3278
Net finance income 9 - - - - 35 35
Share of revenue profit from
joint ventures? 19 105 19.5 - - - 30.0
Share of revenue profit from other
property investments 20 0.8 1.0 - - - 18
Net operating profit/{loss) before
depreciation, Treasury agreements
and statutory transfers 178.6 934 1275 185 {54.9) 363.1
Depreciation of tangible fixed assets 10,21 - - - {0.5) {2.2) (2.7}
Recovery of capital expenditure
under the Crown Estate Act 1961
and by Treasury agreement 10 - - - - (38.0) (38.0)
Statutory transfers 13 - - - - (12.0) {12.0)
Parliamentary supply finance 14 - - - - 2.3 2.3
Consolidated revenue account
profit/{loss} - distributable to the
Consolidated Fund 178.6 93.4 127.5 18.0 (104.8) 312.7

1 Included withinthe London share of profit from joint ventures and administrative expenses is an adjustment to eliminate The Crown Estate’s share of rental paymentsto a
jointventure
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4. Segmental analysis continued
2021/22
Windsor Cantral
London Regional Marine &Rural costsfothaer Total
Consclidated capital account Note £m £m £m m £m £m
Capital account expenditure (4.4) (1.3) (8.3) {0.3) - (14.3)
Net revaluation gain in investment
property {including gain an disposal) 11 278 2489 843.3 35.7 - 1,155.7
Share of revaluation gain in joint
ventures {including gain on disposal) 11 13.4 345 - - - 479
Share of revajuation gain in other
property investments 11 2.4 2.1 - - - 4.5
Capital profit before
Treasury agraements and
statutory transfers 39.2 2842 835.0 35.4 - 1,193.8
Recovery of capital expenditure under
the Crown Estate Act 1961 and by
Treasury agreement 10 - - - - 38.0 38.0
Statutory transfers 13 - - - - 12.0 12.0
Consolidated capital account profit 39.2 284.2 835.0 35.4 50.0 1,243.8
2021/22
Windsor Ceantral
London Regionai Marine &Rural costsfother Total
Investment properties Note £m £m Em £m £€m £m
Market value of investment properties 16 7.219.2 1,433.3 4,930.5 11121 - 14,6951
Investment properties treated as
finance leases 26 (450.5) - - {0.9) - {451.4)
Headlease liahilities 16 - 2.5 - - - 2.5
Assets held for sale 16 - (9.0) - - - (9.0)
|ess: lease incentives 16 {0.5) (12.8} - - - {13.3)
Investment properties at fair value
-asreported 16 6,768.2 1,414.0 49305 1,111.2 - 14,2239
Joint ventyras:
Share of investment properties in joint
ventures at valuation 18 399.0 309.6 - - - 708.6
Share of other net assets in
joint ventures 11.4 53 - - - 16.7
Share of joint ventures - as reported 19 4104 314.9 - - - 725.3
Proportionally consoclidated
investment properties:
Market value of investment properties 16 7.219.2 1,433.3 4,930.5 11121 - 14,6951
Owner occupied propertias 17 301 - - 99.9 - 130.0
Share of investment properties in joint
ventures at valuation 19 399.0 309.6 - - - 708.6
Other property investments 20 46.2 0.3 - - - 46.5
Total market value of investment
properties - proportionally
consolidated 7.694.5 1,743.2 4,930.5 12120 - 15,580.2
Acquisitions and capital
- expenditure 16,17 aisg 11.0 5.2 17.7 - 65.7
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4. Segmental analysis continued

2020/21
Windsor Central
London Regional? Marine & Rural®> costsfother Total
Consoclidated revenue account Note £m £m £m £m £m £m
Lease revenue 5 208.1 80.5 85.0 24.0 - 407.6
Finance lease revenue 5 8.0 - - - - 8.0
Other revenue from contracts
with customers 5 04 03 258 6.9 - 33.4
Property management and
support services 5 21 1.7 - - - 38
Revenue lexcluding service
charge revenue) 5 2186 82.5 1208 309 - 452.8
Service charge revenus 5 21.6 8.3 - - - 29.9
Revenue - as reported 5 2402 a0.8 120.8 30.9 - 4827
Direct property expenses & 1244.0) (24.7) (5.7} {13.3) - 87.7)
Service charge expenses 6 (39.8) (13.2) - (0.4 - {53.1)
Total direct axpensas {83.8) {37.9) (5.7} {13.4} - (1408}
Gross profit 156.4 52.9 1151 175 - 3419
Administrative expenses! 3] 4.2 - - 0.1} {42.6) {38.5)
Operating profit/{loss) 1606 52.9 1151 17.4 {42 .6) 3034
Net finance income g - - - - 1.0 10
Share of reverue profit from
joint ventures? 19 3.1 11.7 - - - 148
Share of revenue profit from other
property investments 20 0.8 - - - - 0.8
Net operating profit/{loss) before
depreciation, Treasury agreements
and statutory transfars 164.5 646 1151 17.4 (41.6) 320.0
Depreciation of tangible fixed assets 21 - - - (0.4} (5.2} {5.6)
Recovery of capital expenditure under
the Crown Estate Act 1961 and by
Treasury agreament 10 - - - - (37.3) (37.3)
Statutory transfers 13 - - - - (10.1) (10.1)
Parliamentary supply finance 14 - - - - 2.3 23
Consolidated revenus account
profitf{loss) - distributable to the
Consolidated Fund 164.5 64.6 1151 17.0 (91.9) 269.3

1 Inchuded within the London share of profit from joint ventures and administrative expenses is an adjustment te eliminate The Crown Estate’s share of rental payments to a
Joint venture.

2 Restated to reflect the transfer of the managemeant of the Rural porticlic, which reparted a consclidated revenue account profit of £14.6 million in 2020/21, from
Regional to Windsor & Rural. The reclassification has no impact on the Group results
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4. Segmental analysis continued

2020/21
Windsor Central

Lundun Regicnal' Marine & Rural' costsfother Total
Consolidated capital account Note £m £m £m £Fm £m £m
Capital account expenditure (5.0 (3.3 (7.0 {0.3) - 15.6)
Net revaluation (loss)fgain in
investment property {including
gain on disposal) 11 (699.0 (222 .6} 2,1358 39.3 - 12535
Share of revaluation loss in joint
ventures (including gain on disposal) 11 (25.6) {111.1) - - - (136.7)
Share of revaluation loss in other
property investments 11 (6.6) (6.7) - - - (13.3)

Capital (loss)/profit before

Treasury agreements and

statutory transfers (736.2) {3437) 2,128.8 390 - 1,087 .9
Recovery of capital expenditure under

the Crown Estate Act 1961 and by

Treasury agreement 10 - - - - 373 373
Statutory transfers 13 - - - - 1C.1 101
Consolidated capital account

(loss)profit (736.2} {343.7) 2.128.8 390 47.4 1,1353

1 Restated toreflect the transfar of the management of the Rural partfolio, which reported a consolidated capital account profit of £38.8 million in 2020/21, from Regional
to Windsor & Rural. The reclassification has ne impact an the Group results.

2020/21
Windsor Central

London Regional? Marine* &Rurall costsfother Total
Investment properties Note £m £m £m £m £m £m
Market value of investment properties 16 7,179.5 1,230.3 40853 1,0669 - 13,562.0
Investment properties treated as
finance leases 26 (437.1) - - (0.8) - (437.9)
Heacdlease liabilities 16 - 2.5 - - - 2.5
Assets held for sale (18.9) - - - - (188}
Less: lease incentives 16 {©.4) (13.1) - - - {13.5}
Investment properties at fair
value - asreported 16 6,723.1 1,219.7 40853 1,066.1 - 13,0942
Joint ventures:
Share of investment properties in joint
ventures at valuation 19 384.8 272.8 - - - 657.6
Share of other net assets in
joint ventures 7.6 2.7 - - - 10.3
Share of joint ventures - as reported 19 3024 275.5 - - - 6567.9
Propertionally consolidated
investment properties:
Market value of investment properties 16 7,179.5 1,230.3 40853 10669 - 13,5620
Owner occupied progerties 17 384 - - 958 - 1342
Share of investment properties in joint
ventures at valuation 19 3848 2728 - - - 657.6
Other property investments 20 43.8 10.2 - - - 547
Total market value of investment
properties - proportionally
consolidated 7,646 5 1,5140 40853 1,162.7 - 14,4085
Acquisitions and tapital expenditure! 16,17 34.6 12.8 2.2 16.1 - 65.7

1 Restated toreflect the transfer of the management of the Rural portfolio, which had a market value of £816.4 million at 31 March 2021, from Regicnal to Windscr & Rural
and the reclassification of Minerals, which had a market value of £15.1 milfion at 31 March 2021, from Marine to Windsor & Rural {note 18). Thesa reclassifications had no
impact on the total valyation.
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5. Revenue

2021]22 2020/21

£m £m

Lease revenue (note 26) 403.0 a407.6
Finance lease revenue (note 26) 7.9 8.0
Other revenue from contracts with customers 37.6 334
Property management and support services 4.2 38
Revenue before service charge income 4527 452.8
Service charge income 30.6 29.9
Revenue - as reported 483.3 482.7

Lease revenue and finance lease revenue are recognised in accordance with IFRS 16 (Leases).

Total revenue recognised under IFRS 15 (Revenue from contracts with customers)is £72.4 million (2020/21: £67.1 million).
Licence revenue from undersea cables, pipelines and interconnectors is £16.8 million {2020/21: £16.2 millicn). Mineral royalty
revenue is £14.7 million (202G/21: £10.2 miilion}.

6. Revenue account expenses

2021/22 2020/21

Property Administrative Property Administrative
expenses axpansas Total expenses expenses Total
£m £m £m £m £m £m
Management fees and costs? 204 328 53.2 17.6 16.6 34.2
Repairs and maintenance 5.0 - 5.0 3.7 - 3.7
Staff costs {note 7) 124 239 36.3 11.3 219 332
Other direct expenditure 2.2 - 2.2 551 - 55.1
Direct expenses 40.0 56.7 96.7 87.7 385 126.2
Service charge expenses 58.8 - 58.8 53.1 - 53.1

Expenses reflected in the

revenue account 98.8 56.7 155.5 140.8 385 179.3

1. Included in the table above is the auditar's remuneration in respect of its audit of the financial statements of £0 2 million {202021- FO 2 million]. No non-audit fees have
beenincurred from the auditor (2020/21. £nill

7. Staff costs
The total cost of Crown Estate staff (including Board Members} included in direct operating expenses, indirect oparating expenses,
administrative expenses and the capital account during the year was as follows:

2021/22 2020/21
£m £m
Wages and salaries 369 33.7
National insurance 45 4.0
Current service cost - defined benefit scheme (note 8) 23 1.4
Past service cost and gains and losses on settlements {note 8) - Q.7
Pension cantributions - other pensian schemes 28 2.6
Reorganisation and garly retirement costs 0.8 2.5
Total staff costs 47.3 449
Charged to:
Property expenses (note 6) 124 11.3
Administrative expenses [note 8) 23.9 21.9
Staff costsreflected in the revenue account 36.3 332
Capital account 110 117
Total staff costs 47.3 44 .9
Number Number
The average number of staff during the year 512 481

The remuneration of The Crown Estate's key management personnel is as disclosed in the Remuneration repart

S
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The disclosures below relate to the Opat and Quartz Care sections of The Crown Estate Pension Scheme. All income statement and
other comprehensive income statement balances are recorded in the revenue account.

Employer contribution rates are 41.5% {2020/21: 45.0%) of pensionable earnings per annum. for the Opal section and 17.1%
(2020/21: 19.5%) of capped pensionable earnings for the Quartz Core secticn. From 1 April 2022, the equivatent rates will

continue tc be 41.5% and 17.1% respectively.

8a. Balance sheet and notes
Group and Parent

2021122 2020/21
Amounts recegnised in tha consolidated balance sheet £m £m
Present value of funded obligations (52.8) 54.0}
Fair value of scheme assets 65.0 62.2
Net asset recognised in the consolidated balance sheet at 31 March 122 8.2
2021/22 2020{21
Changes in the present value of the defined benefit obligation £m £m
Opening present value of defined benefit cbligation 54.0 457
Current service cost 2.3 14
Past service costs - 0.7
Interest cost 11 1.0
Members’ contributions a3 03
Actuarial [gain)floss on scheme liabilities (3.3) 79
Benefits paid (1.6) (3.0)
Closing present value of defined benefit obligation 52.8 54.0
2021/22 2020/21
Changes in the fair value ¢f schame assats £m £m
Opening fair value of scheme assets 62.2 57.5
Interest income 13 1.2
Actuarial gain on scheme assets 186 47
Contributions by The Crown Estate 12 1.5
Members' contributions 03 03
Benefits paid {1.6) (3.0)
Closing fair value of assats 65.0 622
202122 2020/21
Analysis of return on schama assets £m £m
Interest income 1.3 1.2
Actuarial gain on scheme assets 16 4.7
Actual return on scheme assets 2.9 59
8b. Amounts to be recognised in the consolidated revenue account
2021/22 2020/21
£m £m
Net financing surplus [note 9} (0.2} 0.2)
Current service cost 2.3 1.4
Past service cost - 0.7
Total pension expense 2.1 1.9
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continued
8. Retirement benefits continued

8c. Total amount recognised in the consolidated statements of comprehensive income

2021/22 2020/21

£m £rm

Actuarial gain on scheme assets 1.6 47

Actuarial gainf(loss} on scheme liabilities 3.3 {7.9)

Re-measurement gain/(loss) on retirement benefits 49 3.2)
Actuarial gainf(loss) on defined benefit obligaticn:

{Loss}gain due to experience (0.8} 05

Gainflloss) due to demographic assumptions 0.1 (0.2}

Gainf{toss) due to financial assumptions 3.8 (8.2)

Total actuarial gain/{loss) on defined henefit obligation 33 {7.9)

8d. Cumulative amount recognised in the consolidated statement of comprehensive income of the revenue account

2021/22 2020/21

£m £m

Cumulative actuarial gains since adoption of IAS 19 6.5 16
8e. Major categories of scheme assets

2021/22 2021/22 2020j21 2020/21

Em % £m Y%

Equities 114 175 104 167

Diversified growth fund 102 15.7 9.9 15.9

Liability driven investments 34.8 53.5 34.1 549

Alternatives 82 126 7.3 11.7

Cash 0.4 0.7 05 0.8

As at 31 March 65.0 100.0 622 100.0

The overall expected return on assets has been derived by considering the long-term expected rate of return for each asset class
and taking the average of these rates weighted by the proporticn invested in each asset class at the year end.

8f. Principal actuarial assumptions at 31 March

2021/22 2020/21
Discount rate 2.75% 210%
RPI price inflation 3.60% 325%
CPl price inflation 3.10% 2.75%
Rate of increase in salaries 3.10% 3.00%
Pension increases 3.00% to 3.60% 2.70%t03.25%
The mortality assumptions used in this calculation were:
Life expectancy for a male currently aged 60 28.0 28.0
Life expectancy for a female currently aged 60 29.7 296
Life expectancy for a male when they are 60, currently aged 40 294 29.3
Life expectancy for a female when they are 60, currently aged 40 3l1.1 311
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8. Retirement benefits continued
8g. Experience gains and losses

202122 2020/21 2019/20 2018/19 2017/18

£m £m £m £m £m

Liabilities at year end {52.8) {54.0) {45.7) (48.1) {45.6)
Assets at year end 65.0 62.2 57.5 58.2 55.0
Surplus at year end 12.2 a8z 11.8 101 94
Asset gain/{loss)
Amount 16 4.7 (2.2 2.0 (0 5)
Percentage of scheme assets 25% 7.6% (3.8)% 3.6% (0.9)%
Liability {lossl/gain
Arnount {0.6) 0.5 0.3 01 (0.5)
Percentage of scheme liabilities {1.1)%% 09% 0.7% {0.2)% 1.1)%

Employer contributions are reviewed every three years following a full scheme valuation by the scheme actuary. The contribution
rates reflect benefits as they are accrued, not when the costs are actually incurred, and reflect past experience of the scheme.

For the year to 31 March 2022, employer contributicns te The Crown Estate Pensiocn Scheme (including money purchase sections)
were £2 .8 million {2020/21: £2.6 million). For the year to 31 March 2022, employer contributions to the Civil Service Pension
({CSP}were £1.1 million (2020/21: £1.3 million).

For 2021/22 and 2020{21, emgloyers’ contributions were payable to the CSP at one of four rates in the range 26.6% to 30.3% of
pensionable pay, based on salary bands. There are no changes to employer contribution rates or bands from 1 April 2022, so the
rates from 1 April 2021 remain in force.

A full actuarial valuation was carried out for The Crown Estate Pension Scheme as at 31 March 2020 and updated to 31 March
2022 by a qualified independent actuary.

A full actuarial valuation was carried out for the CSP as at 31 March 2016; the 31 March 2020 valuation is in progress. Details can
be found in the resource accounts of the Cabinet Office: Civil Superannuation fwww civilservice.gov.uk/pensions).

9. Net finance income

2021/22 2020/21

£m £m

Bank interest income 36 12
Retirement benefits - net financing surplus (note 8) 0z 0.2
Finance lease interest cost {note 26) (0.3} (0.4)
Net finance income 35 10

10. Recovery of capital expenditure under the Crown Estate Act 1961 and by Treasury agreement

2021/22 2020/21
£m £m
By agreement with the Treasury the revenue account is charged with an amount as disclosed
innote 1:
Total recovered from the revenue account to the capital account 38.0 373
Depreciation of tangible fixed assets charged as costs in the revenue account (note 21) 2.7 5.6
Total recovered under the Treasury agreement 40.7 42 9

11, Net revaluation gain in properties and investments (including gain on disposal and capital distributions)

2021/22 202021
£m £m

Reflected in the consolidated capital account
Revaluation gain in investment properties {note 16} 1,106.0 1,1804
(Gain on disposal of investment properties 49.7 731
Net revaluation gain in investment properties (including gain on disposal) 1,155.7 1,2535
Share of revaluation gain/(loss) in joint ventures [note 19) 479 (136.7}
Share of revaluation gainf(loss) in other property investments [note 20) 4.5 (1.3.3}
Total reflected in the consolidated capital account 1,208.1 1,103.5
Reflected in the statement of comprehensive income of the capital account
Revaluation gain in owner occupied properties (note 17) 7.3 3.4
Total 12154 1,106.9

Included within revaluation gain in investment properties in the above tables is £1.3.5 million of revaluation gain
(2020/21: £39.3 million) that arises on investment properties that have been classified as finance leases.
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12. Financial instruments

The Act restricts The Crown Estate to holding land, cash and such other investments as permitted by section 3(4) of the Act. All
holdings in land and property must be held directly by The Crown Estate. Geographically, all holdings must be within the United
Kingdom. The financial assets held by The Crown Estate are cash equivalents and trade and other receivables.

Risk management

The Board has overall responsibility for the determination of The Crown Estate's risk management objectives as disclosed on pages
55-81. The Crown Estate is subject to credit risk in respect of customers and market risk in respect of investments in property
partnerships and estates.

Deposits with banks and financial institutions

The Crown Estate limits its deposits to the UK Debt Management Office, an executive agency of the Treasury, and Prudential
Regulation Authority regulated banks, incorporated in the UK or EEA and rated ‘A’ or above, and diversifies its cash holdings
between these institutions. As explainedin note 1, the Act prevents The Crown Estate from entering into situations which would
expose it to foreign exchange risk

Trade and other receivables subject to credit risk

As described in note 3, the credit risk associated with each customer is evaluated carefully on a recurring basis and the aggregate
credit risk of The Crown Estate’s receivables is managed actively. Receivables are impaired when there is evidence that credit
losses may arise and are stated net of the associated provision on the balance sheet. However, the balance of trade receivables
remains low in relation to the value of The Crown Estate’s assets.

Investments subject to market risk

As described in note 20, The Crown Estate holds other property investments of a 6 4% share in the equity of The Pollen Estate
These investments are exposed to the risk that the net asset value of the underlying properties will decline and also the
marketability of the securities themselves. Both risks are evaluated and quantified by The Crown Estate on a recurring basis. The
Crown Estate also holds a 4.9% share of the Lendlease Retail Partnership. The underlying assets in the partnership were sold in the
year and the partnership now holds cash te cover the anticipated costs of its liquidation

Financial instruments by category

The Crown Estate's financial assets are cash and cash equivalents, trade and other receivables, other property investments and
other financial assets, the carrying values of which are disclosed on the balance sheet. Financial instruments not measured at fair
value include trade and other receivables and trade and other payables. As allowed by IFRS 9 trade receivables are measured at
transaction price.

The Crown Estate's other property investments are measured at fair value. Specific disclosures for these investments are in
note 20. The Crown Estate has no financial liabiiities measured at fair value.

Liquidity risk

The Crown Estate does not hold any debt and does not hedge any cash flows, assets or liabilities. The Crown Estate is subject to
liquidity risk; however, in the absence of any borrewing, and given the level of cash currently held, this risk is low. Twelve-month
cash flows are maintained to ensure The Crown Estate has sufficient revenue funds and three-year capital cash flow forecasts are
maintained to ensure The Crown Estate has sufficient capital funds for future reguirements. Cash holdings are diversified as
explained above.

2021f22 2020/21

£m £m

Financial liabilities within trade payables 57 7.1
Financial liabilities within other payables - 0.4
Total financial liabilities 5.7 7.5

Financial liabilities disclosed above are undiscounted and fall due within three months.

13. Statutory transfers
Under the provisions of the Act, amounts of £12.0 million (2020/21: £10.1 million) are carried to the capital account from the
revenue account in respect of mineral revenue.

14. Parliamentary supply finance

Under schedule 1(5) of the Act, monies are provided by Parliament towards the cost of Commissioners’ salaries and the expenses of
their office The total of such expenses chargeable to the Parliamentary supply finance account for the current year is shown on the
face of the revenue account and the detail is reported separately to Parliament as a Parliamentary supply finance account.
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15. Payment to the Consolidated Fund

In accordance with section 1 of the Civil List Act 1952, the net revenue account profit generated by The Crown Estate is paid into
the Consolidated Fund. The net revenue profit of £312.7 million relating to the year ended 31 March 2022 will be settled using a
structured repayment process in the form agreed with Treasury. The outstanding balance in relationtothe 31 March 2021 net
revenue profit has been settled in full, with the final payment of £67.4 million being settled in April 2022 b

2020{21
£m
Amounts due to the Consolidated Fund at the start of the year (note 24} 3450
Payments to the Consolidated Fund made in the year (247.0)
Amounts due in respect of prior year net revenue profit 98.0
Consclidated revenue aceount profit 269.3
Amounts due to the Consolidated Fund at the end of the year {note 24} 367.3
16, Investment properties
2021/22 il o .t 2020/21
Proparties """ Properties
Investment under Investment under
properties developmant Total properties development Total
Group Em £m £m £m £m £m
At opening valuation (before lease incentives) 13,040.8 69.8 13,1106 11,8068 71.4 11,9782
Acquisitions 14 - 14 42 - 4.2
Capital expenditure 63.3 - 63.3 52.4 8.2 60.6
Capital receipts (8.0} - 8.0} (2.0) - (5.0
Transfers to other categories 69.8 (69.8} - - - -
Net transfer to owner occupied properties 125 - 125 19 - 1.9
Disposals {55.4} - (55.4) (109.7) - {1C9.7}
Revatuation 1,106.0 - 1,106.0 1,1902 (8.8) 1,180.4
At closing valuation (before lease incentives) 14,2304 - 14,2304 13,0408 69.8 13,1106
Net finance lease payable 2.5 - 25 2.5 - 2.5
Assets held for sale (9.0} - (8.0} (18.9) - (18.9}
Clasing fair value - as reported 14,223.9 - 14,2239 130244 6898 13,0042
Reconciliation to valuation
At closing valuation {before lease incentives) 14,2304 - 14,2304 13,0408 698 13,1108
Investment properties treated as finance leases
note 26) 451.4 - 451.4 4379 - 437.9
Lease incentives 13.3 - 13.3 135 - 135
Market value 14,695.1 - 14,6951 1349272 69.8 13,5620

All properties classified as investment properties under development are within the London and Regicnal Strategic Business Units.

Group and Parent

The property portfolio was valued on 31 March 2022 by independent accredited external valuers with a recognised relevant
professional qualification and with recent experience in the locations and categories of the investment property being valued. The
valuation methods used are in accordance with RICS and those recommended by the International Valuation Standards Committee
and are consistent with the principles in IFRS 13. More information about the fair value measurement is set out in note 18.

investment property valuations are complex and derived using estimates of future income and property transactions that are not
publicly available. Conseguently, alt investment property valuations are classified as level 3 within IFRS 13.

The Crown Estate has a number of joint operations, the most significant of which is with Norges Bank Investment Management
{NBIM)} under which NBIM has a 25% interest through a 150-year lease of the majority of the properties in Regent Street and a
50% interest in 20 Air Street in Londen. The Crown Estate's share of jointly controlied assets is £3,959.8 million at 31 March
2022{2020/21 £3,820.6 million) out of the total investment property value of £14,223.9 million (P020/2L: £13,094.2 million)
and other property investments of £46.5 million (2020/21: £54.7 million).
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16. Investment properties continued
Included within disposals and revaluation in the Group and Parent tables is £13.5 million of revaluation gain
(2020/21: £39 3 million) that arises or investment properties that have been classified as finance leases.

202122 2020/21
Parent £m £m
At opening valuation (before lease incentives) 12,888.9 11,7308
Acquisitions 1.4 21
Capital expenditure 612 58.7
Capital receipts {8.0) (5.0}
Transfer from owner occupied proparties 12,5 1.9
Disposals {100.9) (108.7)
Revaluation 1,082.3 1,210.1
At closing valuation {before lease incentives) 13,9374 12,888.9
Net finance lease payable 2.5 2.5
Classified as assets held for sale {9.0} (18.9)
Closing fair value - asreported 13,930.9 12,8725

The unamortised element of lease incentives granted at 31 March 2022 was £12.3 million (2020/21: £23.5 miliion).

Group Group Parent Parent

2021j22 2020/21 2021f22 2020/21

£m £m £m £m

Historical cost of investment properties 3,528.9 3,513.3 3,1446 3,176.6

Market value of freehold investment properties 14,650.2 13,5146 14,355.0 13,2929

Market value of long leasehold properties 44.9 47 .4 44.9 47.4

Total market value 14,6951 13,562.0 14.399.9 13,340.3
17. Owner occupied properties

2021/22 2020/21

Group and Parent £m £m

Opening fair value 1342 1318

Capital expenditure 1.0 038

Revaluation gain in owner occupied properties 7.3 34

Net transfer to investment properties {12.5} (1.9}

Closing fair value 130.0 134.2

All owner occupied properties are classified as level 3 within the value hierarchy.

The histarical cost of owner occupied properties at 31 March 2022 was £78 8 million (2020/21: £78.6 million). Information about
the valuation and fair value measurement of owner cccupied properties is set cut in note 18

18. Fair value measurement of properties
For all investment property that is measured at fair value, the current use of the property is considered the optimal.

Valuation process

The entire portfolio is valued on an annual basis by independent and qualified valuers on a fair value basis in accordance with

IFRS 13, the RICS Valuation - Global Standards 2020 and Valuation Practice Guideline - Application 1 regarding valuation for
inclusion in financial statements. CBRE Limited (CBRE) ts the principal valuer of the London and Regional portfolios and Cushman &
Wakefield (C&W!} is the principal valuer of the offshore wind portfolic.

Portions of the London and Regiona! portfolios are valued on a gquarterly basis and a tonal exercise is also undertaken at the haif
year on the Rural and London {residential} properties

The Crown Estate and its managing agents provide data to the valuers, including current lease and tenant data along with asset
specific business plans. The valuers use this and other inputs including market transactions for similar properties to produce
valuations. These valuations and the assumptions they have made are then discussed and reviewed with the Asset Management
team and the members of the senior Executive team.

The annual valuation is presented to and the process is endorsed by the Audit Committee. A review is also presented to the
Board annually.

Valuers' fees are charged on a fixed basis.
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The following table shows an analysis of the fair values of investment property recognizsed in the consolidated balance sheet.

All are considered as level 3 in the fair value hierarchy.

Valuation techniques used to derive level 3 fair values of Group properties

Valuation Valuation Predominant Key
2021/22 2020/211 valuation unobservable Principal
Class of proparty £m £m technique inputs Range valuer
London:
Retail 2.227.1 23219 investment ERY f20-£825 psfiTZA CBRE
Yield 3.0%-5.3%
Offices 3,588.4 34816 Investment ERV £34-£145 psf CBRE
Yield 2.0%-5.3%
Other mulli-use 8924 ges.s Comparabie/ f psf £700-£7,300 psf CBRE
Investment Yield 1.5%-7.9%
Total commercial propertiss B6,707.9 8,676.7
Residential 5113 5028 Comparable £ psf £700-£7,300 psf CBRE
Total London 7.218.2 71795
Regional:
Retail 1246 135.¢ Investment ERV £3-£125 psfITZA CBRE
Yield 5.7%-16.0%
Retail and leisure parks 862.3 595.1 Investment ERV £11-£4C psf CBRE
Yield 4.0%-9.0%
Offices 195.5 172.8 Investment ERV £22-£33 psf CBRE
Yield 4.4%-5.0%
Cther 165.2 1558 Comparable/ ERV £8-£16 psf CBRE
Investment Yield 2.8%-56%
Total commercial properties 1,3476 1,159.6
Cther 85.7 70.7 Comparable/  Proportion of 50%-100% Strutt & Parker
Investment vacant
possession
value
- Yield 1.5%-20.0%
Total Regional® 1,433.3 1,230.3
Marine:
Aggregates 184.8 1795 Investment/ Yietd 7.0%-15.0% Wardell
DCF Annual ¢.21 million tonnes Armstreng
extraction
Renewables (Rounds 1-3} 1,9489 1,618.5 DCF  Discount rate 4 5%-19.0% caw
Renewables (Round 4) 23831 1,926.8 DCF  Discount rate 2.5%-55.0% caw
Coastal 237.7 222.8 Investment Yield 2.0%-75.0% Various
Cables and pipelines 166.0 137.7 Investment Yield 55%-120% Powis Hughes
Total Marine 4,930.5 4,0853
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continued
18. Fair value measurement of properties continued
Valuation Valuation Predominant Key
2021/22 2020/21" valuation  unabservable Principal
Class of property £m £m technique inputs Range valuer
Windsor & Rural:
Agriculturalt 791.1 7693 Comparablef  Proportion of 50%-100% Strutt & Parker
Investment vacant
pOSSESSION
value
Yield 1.5%-200%
Minerals? 15.0 151 DCF Yield 5.0%-25.0% Wardeall
Armstrong
Other? 306.0 2825 Comparable/ Yield 1.0%-20.0% Savills
Investment  Proportion of 23.0%-95.0%
vacant
possession
value
Total Windsor & Rural* 11121 1,066.9
Total investment properties 14,695.1 13,562.0
Owner occupied properties:
L.ondon 301 38.4 Investment Yield 3.3%-3.9% CBRE
ERV £73-£98 psf
Windsor & Rural 99.9 95.8 Comparable/  Proportion of 23.0%-95.0% Savills
Investment vacant
posSsEssion
value
- Yield 1.0%-20.0%
Total owner occupied 130.0 1342
properties
Total at valuation 14,8251 136962

1. Restated tareflect the transfer of the managemant of the Rural portfolia, which had a fair value of £816.4 millien at 31 March 2021, from Regional to Windsor & Rural
and the reclassification of Minerals, which had a fair value of £15.1 million at 31 March 2021, from Marine to Windsor & Rural. These reclassifications had no impacton

the total valuation.

Market value of praperties on a proportionally consolidated basis

2021/22 2020/21

£m £m

Investment properties {(note 16) 14,695.1 13,562.0
Owner occupied properties (note 17) 130.0 134.2
Total at valuation (Group) 14,825.1 13,696.2
Share of investment properties in joint ventures at valuation (note 19) 708.6 657.6
Other property investments (note 20) 46.5 547
Total value of all properties on a proportionally consolidated basis 15,580.2 14,408 5
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18. Fair value measurement of properties continued

The fair value of investment property is determined using the following valuation techniques:

Investment method

This involves estimating the rental value of each tettable unit within the property, making an assessment of void pericds and other
costs of letting and then capitalising at an appropriate rate.

Hope value has been included where there is future reversionary potential, e.g. conversion of offices back to their original use as residential.

Discounted cash flow (DCF)
This involves the projection of cash flows to which an appropriate market-derived discount rate is applied to establish the present
value of the income stream.

Comparable method
Anindication of value arrived at by comparing information on the subject asset with similar assets for which valuation data is available.

Specific valuation considerations have been applied to the following classes of property:

Wind farms

Values for offshore wind farms are only recognised when site exclusivity is granted to customers, which is achieved when preferred
bidder status is granted, as there is insufficient certainty over the cash flows befare this point. Each wind farm project has been
valued individually using a DCF methodology where a wider range of discount rates has been applied to Round 4 representing the
stage of these projects and the risks arcund these cash flows.

The DCF methodalogy is the typical approach for valuing complex revenue streams and also provides a means to value in a market
where there are no directly comparable sales of the seabed subject to a 'ground' lease structure.

Strategic land
Hope value for strategic land isincorporated into the Regional portfolio, discounted to reflect the stage reached in the planning process.

For propaerties being redeveloped, the residual method has been adopted which involves calculating the potential value when the
property has been completed {using the investment method} and then deducting the cost to complete the construction, achieve
lettings and appropriate allowances for profit to compensate for the risk of carrying out the development.

Rural and residential properties
These are generally valued using the comparable method and cross-checked with the investment method.

Owner occupied residential property at the Windsor Estate
This has been valued using the comparable method with an appropriate discount to the vacant pessession value.

Sensitivity analysis
The significant uncbservable inputs used in the fair value measurement categorised within level 3 of the fair value hierarchy of the
investment property are:

Retail, offices and residential

— estimating the rental value of each lettable unit with evidence derived from other recent lettings in the property itself or similar
properties nearby, making adjustments for size, specification, locaticn and letting incentives

— estimating the length of time taken and the cost to let vacant space and the likelihood of lease renewals

— deciding the appropriate capitalisation rate to be applied derived from transactions of comparable properties

Rural and residential
— choosing the appropriate discount rate te vacant possession value for differing lengths and types of tenure

Properties under development
— the assessment of the value created on completion and the allowance for construction and letting costs to achieve that

Strategic land and properties with potential for residential conversion
— inclusion of hope value for a higher value use dependent upon the likelihocod, time and cost of achieving that use

Wind farms

— assessing the appropriate discount rate reflecting the risk in the variability and timing of cash flows for offshore wind farms from
site exclusivity through to a generating wind farm

— estimating the generation capacity and the timing of milestone achievements

— consideration of historical, current and expected future energy prices

Other

— allowance for the level of volatility on turnover-related valuations, e g offshore wind farms, aggregates and minerals
— assessment of functional lifespan of offshore assets, e.g. cables and pipelines

The Crown Estate niograted Annual Repor Cand Accounts 2021/722 121



Notes to the Group and Parent consolidated financial statements
continued

18. Fair value measurement of properties continued
Significant increases/{decreases) in the estimated market rental value (ERV) would result in a higherf{lower] fair value measurement.

Significant increases/(decreases} in the iong-term vacancy rate or yield would result in a lower/(higher) fair value measurement.
The Crown Estate’s properties include multi-use assets, which may be configured with commercial uses andjor residential uses
on different floors. Consequently, the sensitivity analysis below has been performed an portfolios as a whole and the London and

Regional portfolio analyses only include commercial assets The Marine pertfolio analyses only includes renewable assets.

The following tables detail the impact changes in ERV and discount rates have on the market value of the commercial assets of the
London and Regional portfolios and renewable assets of the Marine portfolio.

Impactonvaluationsof 10%  Impact on valuations of 50 bps

change in ERV change in yield

Market value Increase Decrease Dacrease Increase

Group-2021/22 £m £m £m £m £m
London 6,707.9 3947 (373.3) 777.3 (584.4)
Regional 1,347.9 107.2 {103.4) 144.8 {118.6}

Impact onvaluationsof 50 bps  Impact on valuations of 250 bps

changa in discount rates change indiscount rates

Market value Decraase Increase Decrease Increase

Group-2021[22 £m Em £m £m £m
Marine ~ Offshore wind Rounds 1-3 19489 1043 {96.4) nia nfa
Marine - Offshore Wind Leasing Round 4 23831 nfa nfa 115.5 {106.2)

Different sensitivities have been used for Offshore Wind Leasing Round 4 compared with Offshore wind Rounds 1-3, representing
the different risk profiles of the projects. A three month delay to signing the Agreements for Lease would result in a £82 0 million
reduction in the value of the Offshore Wind Leasing Round 4 assets.

Impact on valuations of 10% Impact on valuations of 50 bps

change in ERV change in yield

Market value Ingrease Decrease Decrease Increase

Group - 2020/21 £m £m £m £m £m
Lendon B6,676.7 508.¢ (517.6} 890.0 {539.3)
Regional 1,159.6 83.0 (78 8) 94.2 {81.5)

Impact onvaluations of 50 bps  Impact on valuations of 250 bps

change in discount rates change indiscount rates

Market value Decrease Ingrease Decrease \ncrease

Group - 2020/21 frn £m £m £m £m
Marine - Offshore wind Rounds 1-3 1,6185 809 {75.9} nfa nfa
Marine - Offshora Wind Leasing Round 4 1,926.8 nfa nfa 132.6 (1.15.4)

Valuation techniques used to derive level 3 fair values of Parent properties
The valuation of the Parent properties is as disclosed above except as described below:

Valuation Valuation Predominant Key
2021/22 2020/21 valuation unobservable Principal
Class of property £m £m technigue inputs Range valuer
London:
COther multi-use 771.1 7950 Comparable £ psf £700-£7,300 psf CBRE
Investment Yield 1.5%-7.9%
Regionat:
Retail and leisure parks 690.7 5416 Investment ERV £7.0-F50.0 psf CBRE
Yield 4.5%-8.5%
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19. Investment in joint ventures
The Crown Estate’s investment in joint ventures is described below:
Group and Parent
Percentage
Name of jointly controlled antity ownad Formation date Partner Property interest
Fosse Park West Limited Partnership 50% August 2015 Lekker Wexford West  Fosse Park West,
Unit Trust Leicester
Wexford Retait Limited Partnership 50% August 2014 Lekker Wexford Fosse Park,
Unit Trust Leicester

Maple [nvestment Limited Partnership
Westgate Oxford Alliance Limited Partnership
Crown Peint co-ownership agreement

The Gibraltar Limited Partnership
The St James's Market Partnership Group:

St James's Market Haymarket Limitad
Partnership

St James's Market Regent Street Limited
Partnership

St James's Market Development Limited

The St James's Market Partnership Group 2

50% WNovember 2010
50% May 2010
50% June 2008

50% April 2007

50% September 2013

50% September 2013

50% September 2013

The Healthcare of
Ontario Pension Plan

Land Securities
Greup PLC

Morley Fund
Management

Hercules Unit Trust

St James's Gateway,
London

Westgate, Oxford

Crown Point Shopping
Park, Leeds

Group
Oxford Properties
Group
Oxford Properties
Group

2 St James's Marke’ti,’
London
1 St James's Market,
Lendon

SJM Four (South Block) Limited Partnership

St James's Market Development (No. 2) Limited

50% May 2015

50% May 2015

Oxford Properties
Group
Oxford Properties
Group

4 S5t James's Market,
London

Alljoint ventures operate in the United Kingdom.
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continued

19. Investment in joint ventures continued
The assets, liabilities, revenues and expenses of The Crown Estate’s primary joint ventures at 100% were:

Landon Regional Total
StJames’'s StJlames’s Westgate
Maple Market Markat The Oxford Wexford
Investment Partnership Partnership Crown Gibraltar Alliance Retail
Group Group 2 Paint LP 1P LP
. £m £m £m £m £m £m £m £m
Balance sheet at
31 March 2022
Invastment properties
at valuation 2119 4891 97.0 82.7 - 247.0 2895 1,417.2
Lease incentives - (0.4} - {0.4} - (4.2} {13.5) {18.5)
Cash and cash
equivalents 38 117 21 22 1.0 117 19.4 5198
Other assets 1.2 16.6 16 1.4 - 144 194 54.6
Current liabilities 27 (9.4} (1.7} (2.3) {0.8) {11.8} {26.2) (54.5)}
Non-current liabilities - - - - - (0.1} - {0.1)
Net assets 2142 5076 99.0 83.6 0.4 257.2 288.6 1,450.6
Comprehensive
income statement for
the year ended
31 March 2022
Revenue 7.7 17.1 42 5.4 - 284 135 76.3
Expenses (1.2) (3.4} (3.5) {1.8) {0.1) (4.4) {1.9) {16.3)
Revenue account
profit/{loss) 6.5 13.7 0.7 3.6 (0.1} 240 116 60.0
Revaluation gain in
investment properties 10 22.8 3.0 23.6 - 6.50 39.0 85.9
Total capital account
comprehensive gain 1.0 228 3.0 23.6 - 6.50 39.0 95.9
1. Balances include those for Fosse Park West Limited Partnership.
The Crown Estate share at 50% was:
Total Total Total
Landon Regional 2021/22
£m £m £m
Investment properties
at vatuation 399.0 309.6 708.6
Cash and cash
eguivalents BB 17.2 26.0
Net assets 410.4 3148 7253
Revenue 145 23.6 38.1
Revenue account profit 105 195 30.0
Revaluation gain 13.4 345 47.9
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19, Investment in joint ventures continued
The assets, liabilities, revenues and expenses of The Crown Estate’s primary jeoint ventures at 100% were:

London Regional Total
St James’s StJames’s Westgate
Maple Market Market The Oxford Wexford
Investment  Partnership  Partnership Crown Gibraltar Alliance Retall
LP Group Group 2 Point LP LP LPt
£m £m £m fm £m £m £m Em
Balance sheet at
31 March 2021
Investment properties
atvaluation 2106 46858 8932 592 - 2451 2413 1,315.2
Lease incentives - - - 03 - {10.2) (6.5) (17.0)
Cash and cash
equivaients 2./ 8.8 09 14 38 8.4 1G.4 42.4
Other assets (4.0} 19.9 21 4.3 - 16.0 16.1 54.4
Current liabilities 3.1} (10.2} {1.8) (2.8} (3.4) (9.8) (28.2) {59 1)
Non-current liabilities - - - - - 0.1) - {0.1)
Net assets 206.2 484 3 94 .4 62.0 0.4 249.4 2391 1,3358
Comprehensive
income statement for
the year ended
31 March 2021
Income 7.6 57 5.8 586 - 285 152 68.2
Expenses (3.1) {5.7) (3.8) (.5) C.2) (21.8) (3.5) {38.6)
Revanue account
profit 4.5 - 18 51 (0.2) 6.7 11.7 296
Revaluation loss in
investment properties {30.2) (15.0) (6.0) {14 3) - (117.8) (90.2) {(273.59)
Total capital account
comprehensive loss {30.2) (15.0) 6.0) (14.3) - (117.8) (90.2) (273 .5)
1. Balances include those for Fosse Park West Limited Partnership
The Crown Estate share at 50% was
Total Total Total
London Regional 2020/21
Em £m £m
Investment properties
at valuation 3848 2728 657.6
Cash and cash
equivalents 6.2 i5.0 212
Net assets 3924 27955 667.9
Revenue 9.5 24.6 341
Revenue account profit 31 11.7 14.8
Revaluation loss (25.6) {111.1) {138.7)
Group and Parent
Summary of movement in investment in joint ventures
2021/22 2020/21
£m £m
Opening balance 667.9 8027
Share of revenue profit 30.0 14.8
Revaluation gainf{loss} in investment property 47.9 {136.7)
Net equity additions 6.7 13.1
Revenue distributions received (27.2) {26.0)
Closing balance 725.3 867 9

The investment properties included within the net current assets of jointly contrelled entities included above are valued at fair value
and are classified as level 3 within the value hierarchy as defined within IFRS 13. There were no transfers between levels during
the year.
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continued
20. Other property investments

Other property investments comprise a 6.4% equity investment in The Pollen Estate and a 4.8% share of Lendlease Retail

Partnership, an £nglish Limited Partnership. The Pollen Estate owns freehold property in an area of Mayfair to the west of Regent
Street in London and the investment is held by a subsidiary of The Crown Estate. Lendlease Retail Partnership disposed of its
underlying investments, Bluewater Shopping Centre, Kent and Touchwood Court Shopping Centre, Solihull and distributed the

majority of the proceeds during the year. The partnership now holds cash to cover the anticipated costs of its liquidation.

Grou Group Parent Parent

2021/22 2020/21 202122 2020/21

£m £m £m £m

Opening balance 54.7 68.0 109 17.6

Share of capital distribution 12.7) - [12.7) -
Share of revaluation gainf(loss} in investment reflected in the

consolidated capital account 4.5 (13.3) 21 6.7

Share of net assets reflected in the balance sheet 46.5 547 0.3 10.9

Share of revenue profit 1.8 0.8 1.0 0.8

The investments are held at the Group's share of fair vatue. The preperty investments are classified as level 3 within the value

hierarchy as defined within IFRS 13. There were no transfers between levels during the period.

The basis for valuations are net asset value (NAV] estimates from valuation reports prepared by independent third party valuers,
which serve as the key unobservable inputs. Fair values are derived by discounting NAVs, having regard to their liquidity and other

relevant factors.

If the NAV of other property investments declined by 5%, the combined effect of declines in liquidity discounts and valuations

would be £4 5 million (2020/21: £5.6 million).

21. Property, plant and equipment

Leasehold
right-of-use Leagsehold Office Ptant and Motor

asset improvements equipment machinary vehicles Total
Group and Parent £m £m £m £m £m £m
Costat 1 Aprii 2021 151 8.7 36.8 29 15 66.0
Additions - - 49 - - 4.9
IFRIC adjustment - - {8.5) - - (8.5)
Cost at 31 March 2022 15.1 97 33.2 2.9 15 62.4
Depreciation at 1 April 2021 4.0 25 27.1 2.2 11 36.9
Charge in the year 10 a8 0.7 03 0.1 2.7
IFRIC adjustment - - (2.4} - - (2.4)
Depreciation at 31 March 2022 5.0 3.1 254 2.5 1.2 37.2
Net book value at 31 March 2022 10.1 6.6 7.8 0.4 0.3 25.2
Group and Parent
Costat 1 April 2020 151 Q.7 330 2.8 15 62.1
Additions - - 3.8 0.2 0.4 4.4
Disposals - - - 0.1) (0.4} (0.5)
Cost at 31 March 2021 151 9.7 36.8 2.9 15 66 0
Depreciation at 1 April 2020 2.9 1.8 235 22 14 318
Charge in the year 1.1 0.7 36 01 0.1 5.6
Disposals - - - 0.1) C.4) (0.5)
Depreciation at 31 March 2021 4.0 2.5 271 22 11 36.9
Net book value at 31 March 2021 111 7.2 9.7 07 04 29.1

Following the IFRS Interpretations Committee (IFRIC) update on Configuration ar Customisation Costs in a Cloud Computing
Arrangement a review of capitalised software costs has been carried out As a result assets with a net book value of £6.1 million

that were previously categorised as fixed assets have been charged to the revenue account.

Included within motor vehicles are motor vehicles with & book value of £0 1 million (2020/21: £0.1 miliion) that are owned by

The Crown Estate. All other motor vehicles are right-of-use assets
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22. Other investments
2021f22 2020/21
Group and Parent £m £m
Other investments comprise antiques and paintings
Fair value at 1 April 2021 and at 31 March 2022 109 10.9

Other investments comprise antiques and paintings and are shown at fair value. Any gain or loss arising from changes in fair value is
recognised directly in the revaluation reserve. The latest trienniaf valuation was carried out by recognised experts and completed

during the year ended 31 March 202C.

23. Trade and other receivables

Group Group Parant Parent
2021f22 2020/21 2021/22 2020/21
£m £m £m £m
Amounts falling due within one year:

Trade raceivables - lcasas 1.5 148.1 84.4 1398
Capital receivables - non-leases 57.7 55 56.5 4.0
COther financial assets 0.1 01 01 01
Amounts owed by subsidiary undertakings - - 4243 3676
Other receivables 142 153 103 119
Prepayments 2.9 2.8 29 28
Investment properties treated as finance leases (note 26) 7.9 8.0 7.9 8.0
Accrued income from leages 35.0 27.2 35.0 271
Accrued income from ravenue 2.3 1z 23 1.2
2116 2082 623.7 562.5
Provision for expected lifetime losses (45.3} {73.6) (41.5) (67.8)
Total receivables falling due within one year 166.3 1346 5822 4847

Amounts falling due after more than one year:
Capital receivables - non-leases 15.4 271 154 271
Other financial assets 23 2.3 23 2.3
Investment properties treated as finance leases (note 28) 4435 4289 4435 4299
Other receivables 28.6 28.8 286 28.8
Total receivables falling due after one year 489.8 488.1 489.8 488.1

Trade receivable impairments reflect the application of The Crown Estate’s provisioning policy inrespect of expected credit losses
as described in note 3. The carrying amount of the trade and other receivables approximates to their fair value.

Receivables from contracts with customers as at 31 March 2022 was £15.2 million {2020/21: £15.8 million). All accrued income
arising from revenue with contracts with customers as at 31 March 2022 has been or will be invoiced within four months of the year

end (2020/21: four months).

Expected lifetime losses on trade, capital and other receivables
The Crown Estate has a wide range of customers in a range of industries resulting in highly diversified credit risk in respect of trade

and capital receivables. The Crown Estate uses a lifetime expected loss

shown below.

aliowance for trade and capital receivables. The provision is

Betwesn
90and Mgore than
180 days 180 days
At 31 March 2022 past due past due Total
Expected loss rate 47% 61% 28%
o T o £m £m £m
Gross carrying amount 118 52.9 1646
Provisian 5.5 323 45.3
At 31 March 2021 - N
Fxpected loss rate 3% L 32%- 55% 681% 41%
Fm . . TFm . £m £m £m
Gross carrying amount 304 .. 5 594 312 597 180.7
Provision 10. ..., 188 17.1 36.7 73.6
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24. Payables and deferred income

Group Group Parent Parent
2021/22 2020/21 2021/22 202021
£m £m £m £m
Amounts falling due within one year:

Trade payables 5.7 5.7 5.6 53
Rents received in advance 66.4 77.4 639 7585
Deferred income? 2984 38 298.4 38
Taxes and social security 156 1542 15.2 153.8
Other payables 412 328 394 328
Consolidated Fund {note 15) 380.1 3673 380.1 3673
Accruals 48.4 310 47.4 300
Qbligations under finance leases (note 26} 1.9 18 19 1.8
Total amounts falling due within one year 857.7 674.0 8561.9 670.3

Amaounts falling due after more than one year:
Deferred income? 644.2 920.9 644.2 9209
Obligations under finance leases {note 26) 154 16.7 15.4 16.7
Total amounts falliﬂg due after more than one year 659.6 937.6 659.6 2376

1. Included in deferred income due within ane vear and due after more than one year are £ 293 0 millian (2020/21: £nil} and £586.0 milfion (2020/21 £878 O million}
respectively of customer option fee depasits in respect of Offshore Wind Leasing Round 4

25. Provisions

2021j22 2020/21
Group and Parant £m £m
Restructuring provision
Opening balance 3.4 -
Payments in year 2.7 -
Expenses recorded in the revenue account - 34
Closing balance 0.7 34

The Crown Estate announced a restructure in the prior year, which was largely completed in the year. The provision of £0 7 million at
31 March 2022 (31 March 2021: £3.4 million) relates to the remaining costs of the restructure.

26. Leasing

Operating leases with customers

The Crown Estate leases out the vast majority of its investment properties under operating leases for average lease terms of 45
years (2020/21: 43 years) to expiry. The Crown Estate has classified these leases as operating leases, because the leases do not
transfer substantially all of the risks and rewards incidental to the ownership of the assets. The undiscounted future aggregate
minimum rentals, excluding contingent rents receivable under non-cancellable leases, are as follows:

Group Group Parent Parent

2021/22 2020/21 2021j22 2020/21

£m £m £m £m

Less than one year 3022 298.0 292.2 2875
Between one and five years 971.0 929.5 930.7 890.1
More than five years 4,700.2 4,779.5 46426 47145
Total operating leases with customers 5,073.4 6,007.0 5,865.5 5,892.1
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26. Leasing continued
Finunce leases with customers

Certain of The Crown Estate’s long lease arrangements include elements of ongoing income in addition to ground rent. The Crown
Estate has considered the lease as a whole, and where the lease has been determined to be a finance lease, the future lease income

is treated as a finance lease receivable. Amounts receivable under non-canceilable finance leases are as follows:

2021/22 2020/21
Group and Parent £m £m
Less than one year 7.9 80
Between one and five years 293 321
More than five years 1,523.6 1,516.2
Total undiscounted lease assets at 31 March 1,560.8 1,556.3
Future finance lease income (1,321.3) (1,316.7)
Unguaranteed residual values 211.9 198.3
Investmant properties disclosed as financo lcases {(note 16) 451.4 4379
Disclosed as:
Current {note 23} 79 80
Non-current [note 23} 4435 4299
During the year ended 31 March 2022 there was na gain on the sale of finance leases (2Z020/21: £nil).
Lease liabilities
Lease liabilities are payable as follows:

2021/22 2020/21
Group and Parent £m £m
Less than cne year 1.9 18
Between one and five years 6.9 71
More than five years 54.7 564
Total undiscounted lease liabilities at 31 March 635 653
Future finance charges (46.2) (46.8)
Present value of lease liabilities at 31 March 17.3 18.5
Disclosed as:
Current 19 1.8
Non-current 154 16.7
The Crown Estate leases head office space from a joint venture and leases various motor vehicles for operations at
Windsor Great Park.
Amounts recognised in revenue account:

2021/22 2020/21
Group and Parent £m £m
Income from sub-leasing right-of-use assets 0.8 2.2
Contingent rents receivable 38.1 36.4
Variable lease payments not included in the measurement of lease liabilities (2.1} (0.6)
Interest on lease liabilities (note 9} {0.3) (0.4)
The Crown Estate has no material leases that require higher than normal risk management.
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Notes to the Group and Parent consolidated financial statements
continued

27. Capital commitments and guarantees
Capital commitments
At 31 March 2022, The Crown Estate had committed to make capital expenditure of £38.2 million {2020/21: £108.7 million).

Guarantees

The Crown Estate has provided guarantees in respect of all outstanding liabilities refating to the year ended 31 March 2022 in
respect of the following Group undertakings, thereby enabling the undertakings to take advantage of the exemptions permitted by
section 479a of the Companies Act 2008 from the requirements relating to the audit of individual accounts:

Purple Holdco Limited (Registration no. 07427226)

Anther GP Limited (Registration no. 09164146)

Anther Partners LP (Registration no. LP016154)

Shoemaker GP Limited (Registration no. 09437208)

Shoemaker LP {Registration ne. LPO16513)

TCE Quadrant 4 LP {Registraticn no. LPO18607}

TCE Purple Investment LP (Registration no. LP014210)

TCE Morley House |_P (Registration no. LP021554)

28. Contingent liabilities

The Crown Estate is subject to various litigation, claims and warranties arising in the ordinary course of business. Based onthe

information currently available, it is not expected that the resolution of these matters, individually or in aggregate, will lead to any
material liabilities.

29. Related party transactions
Joint ventures
The transactions outlined below are between the Group and its joint ventures, further details of which are giveriin note 19,

The Crown Estate occupies space at 1 St James's Market, a property owned by St James's Market Regent Street LP, a joint venture.
Rental payments of £3.2 million (2020/21: £3.2 million) were made during year and the prepaid balance with the joint venture was
£0.8 million at 31 March 2022 (2020/21: £0.8 million).

Group Group Parent Parent

2021f22 2020/21 2021/22 2020/21

£m £m £m £m

Management fees receivable 33 3.2 21 18
Charges from joint ventures (1.9} (1.8} {1.9} (1.8)

The Crown Estate has no material leases that require higher than normal risk management.

Transactions with subsidiaries
Details of transactions between The Crown Estate and other related parties in the normal course of business are disclosed below:

202122 2020/21
£m £m
Management fees paid 3.0 2.9

Detaifs of amounts receivable from subsidiaries are outlined innote 23.

Key management personnel
A number of members of the senior Executive team and the Board are considered to be The Crown Estate’s key management
personnel. Details of their remuneration are disclosed in the Remuneration report.

Jane Hamilton, whao is a non-executive director of Government Property Agency (GPA), is Chair of the Board of NHS Property
Services Ltd. NHS Property Services Ltd is a client of GPA within the government boundary. A close relative of lane Hamiltonisa
Board member of The Crown Estate, which is a supplier to GPA outside the government boundary. Total expenditure to The Crown
Estate in the year amounted to £383,000 with a total payable balance as at 31 March 2022 of £3,000.

30. Third party deposits
At 31 March 2022, The Crown Estate held £41.1 million {2020/21: £33.8 million) on deposit on behalf of third parties.
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31. Investments

The Crown Estate has the following wholly owned subsidiary
undertakings, all of which are registered at 1 St James's
Market, London SW1Y 4AH. Unless otherwise stated the
principal activity of the investments is property investment
and management:

Purple Holdce Limited?

Purple Investment Management LLP?

Purple investment GP Limited

TCE Purple Investment LP

Anther GP Limited

Anther Partners LP

ICE Quadrant 4 LP

TCE Quadrant 4 GP Limited

Shoemaker GP Limited

Shoemaker LP

Shoemaker Nominee Limited

TCE Morley House GP Limited

TCE Morley House LP

Urbanlease Property Management Limited?

1 intermediate holding company

2 Asset management advice
3. Prgperty management {dormant]

32, Issue of accounts

N

Additional infermation

Financial statements
67 91 QA 31 1321386

Governance

The Crown Estate has a 50% interest in the following
joint ventures, Unless otherwise noted, they are all
registered at 1 5t James's Market, London SW1Y 4AH:
Maple Investment GP Limited

Maple Investment LP

Maple Nominee Limited

Wexford Retail GP Limited

Wexford Retail LP

Wexford Retail Nominee Limited

Fosse Park West GP Limited

losse Park West LP

Fossa Park West Nominee Limited

St James's Market Haymarket GP Limited

St James's Market Haymarket LP

St James’s Market Regent Street GP Limited

5t James's Market Regent Street LP

SJIM Four {South Block) GP Limited

SJM Four {South Block) LP

St James's Market Development Limited

St James's Market Development {No.2} Limited
Gibraltar General Partner Limited*

The Gibraitar Limited Partnership*

Gibraltar Nominees Limited!

Westgate Oxford Alliance GP Limited?®

Westgate Oxford Alfiance Limited Partnership?
Westgate Oxford Alliance Nominee No.1 Limited?
Westgate Oxford Alfiance Nominee No.2 Limited”

1. Registered office - York House, 45 Seymour Street, London W1H 7LX
2 Registered office - 100 Victoria Street, London SW1E 5.0,

On 9 June 2022, the financial statements were approved by the Board prior to certification by the Comptroller and Auditor General
on 13 June 2022. On the certification date, the financial statements are deemed to be authorised for issue. Post balance sheet

events were considered up to the certification date.

33. Events after the balance sheet date

In April 2022, The Crown Estate announced the conclusion of the Habitats Regulations Assessment, assured by the Audit
Committee, and gave natice to the UK and Welsh governments of its intent to proceed with the Offshore Wind Leasing Round 4 plan

on the basis of a derogation.

The Welsh government has not ledged any objections to the notice, and we await further direction from the UK governmant.

This additional information is not inconsistent with the assumptions made by the external valuers when assessing the fair value of
Offshore Wind Leasing Round 4 and as such this announcement has no impact on the reported results.
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Additional information
Supplementary disclosures (unaudited)

Summary consolidated income statements on a proportionally consolidated basis

The tables below do not farm part of the consolidated primary statements or notes thereto. They present the results of the
operations of the Group, with its share of the results of jointly controlled interests on a line-by-line, i.e. proportional, basis
The revenue and capital prafit are the same as presented in the consolidated revenue and consolidated capital accounts.

2021/22 2020/21
Share of Share of
jointly jointiy
controlled Proportionally controlled  Proportionally
Group entities  consolidatad Group entities consolidated
Consolidatad revenue account £m £m £m £m £m £m
Revenue before service charges 452.7 as.1 490.8 4528 341 4869
Service charge revanue 30.6 50 35.6 299 4.0 339
Revenue - as reported 483.3 431 5264 4827 381 5208
Property expenses (98.8) {13.1} {111.9) {140.8) 23.3) (164.1)
Gross prefit 384.5 30.0 4145 3419 14.8 3566.7
Administrative expenses (56.7) - {56.7) (38.5) - (38.5)
Operating profit 3278 30.0 357.8 3034 14.8 3182
Net finance income 3.5 - a5 1.6 - 1.0
Share of revenue profit from
joint ventures 30.0 {30.0} - 14.8 {14.8} -
Share of revenue profit from other
property investments 1.8 - 18 08 - 08
Depreciation of tangible fixed assets 2.7 - {2.7) (5.6) - (5.6)
Net consolidated operating profit
before Treasury agreements and
statutory transfers 3604 - 360.4 3144 - 3144
Treasury agreements {38.0) - (38.0) [37.3) - (37.3)
Statutory transfers {12.0) - {12.0) (10.1) -~ (10.1)
Parliamentary supply finance 2.3 - 23 23 ~ 2.3
Consolidated revenue
account profit 312.7 - 312.7 2693 - 269.3
2021/22 2020/21
Shara of Share of
jointly jointly
controlled Propartionally controlled  Proportionally
Graup aentities  consolidatad Group entities caortsolidated
Consolidated capital account £m £m £m £m £m £m
Capital account expenditure {14.3} - {14.3) (15.6) - {15.6)
Revaluation gain/{loss) including
gain on disposal) 1,155.7 479 1,203.6 1,253.5 (136.7) 11168
Share of revaluation gain in joint
ventures {including gain on disposal) 479 (47.9) - (138.7) 136.7 -
Share of revaluation gainf(loss}in
other property investments 4.5 - 45 (13 3) - (13.3)
Consolidated capital account
profit before Treasury agreements
and statutory transfers 1,193.8 - 11938 1,0879 - 1,087.9
Treasury agreements 38.0 - 3e.0 37.3 - 373
Statutory transfers 12.0 - 12.0 101 - 101
Consolidated capital
account profit 1,243.8 - 1,243.8 1,1353 - 1,135 3
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Summary balance sheet on a proportionally consolidated basis
The tahles below do not form part of the consulidated primary statements or notes thereto. They present the composition of the net
assets of the Group, with its share of the net assets of jointly controlled interests on a line-by-line, i.e. proportional, basis.

Financial statements

97137

Additional information
137136

2021/22 2020/21
Share of Share of
Jointly jointly
controllad Proportionally controled  Proportionally
Group antities consolidated Group entities consolidated
Balance shaet £m £m Em £m £m £m
Investment properties - as reported 14,2239 699.3 14,923.2 13,094.2 649.1 13,7433
investment properties treated as
finance leases 451.4 - 4514 437.9 - 4379
Qwner occupied properties 130.0 - 130.0 134.2 - 1342
Other property investments 486.5 - 486.5 54.7 - 547
Assets held for sale 9.0 - 9.0 18.9 - 189
Total propertias 14,860.8 699.3 15,560.1 13,739.9 6491 14,3890
Investment in jointly controlled
entities 7253 {725.3) - 667.9 (667.9) -
Cash and cash equivalents 2,135.2 26.0 2,161.2 21745 212 2,1857
Other assets 253.0 27.3 280.3 233.0 27.2 280.2
Current liabilities {858.4) (27.2) {885.6) (B677.4) (29.6) (707.0)
Payables - amounts falling due after
more than one year (659.6) {0.1) {659.7) (937.6) - (937.6)
Net assats 16,456.3 - 16,4563 15,200.3 - 15,200.3
Properties at valuation on a proportionally consolidated basis
2021/22 2020/21
Share of Share of
Jointly jointly
controlled Proportionally controlled  Proportionally
Group antities consolidated Group entities consolidated
Propartias at valuation £m £m £m £m £m £m
Investment properties - as reported 14,223.9 6993 14,923.2 13,0042 649.1 13,743.3
investment properties treated as
finance leases 451.4 - 451.4 4379 - 4379
Assets held for sale 9.0 - 9.0 18.9 - 189
Headlease liabifities (2.5) - 2.5) (2.5) - (2.5}
L ease incentives 133 9.3 22.6 13.5 8.5 220
Market value of investment
properties 14,695.1 708.6 15,403.7 13,562.0 857.6 14,2196
Owner occupied properties 1300 - 130.0 134.2 - 1342
Joint venture properties 708.6 (708.8}) - 6576 (657.6) -
Other property investments 46.5 - 46.5 54.7 - 547
Total properties at valuation 15,580.2 - 15,580.2 14,408.5 - 14,408.5
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Additional information
Ten-year record

Based on the financial statements for the year ended 31 March

2013 2014 2015 2016 2017 2018 201¢ 2020 2021 2022
Revenua account £m £m £m £m £m £m £m £m £m £m
Revenue lexcluding
service charge
revenue) 3322 350.8 3731 3851 4126 4219 441.0 476.0 452.8 4527
(irect operating
expenses (including
net service charge
expenses) (49.0] (45.9) 511} (54.2) (53 4} (60.G} 61.2] (86.6] (110.9) (68.2}
Gross profit 283.2 304.8 3220 3408 3662 361.9 379.8 389.4 3412 384.5
Administrative
expenses {19.8} (0.0) {20 9} (23.0 (27.7 (28.8) {30.7) (34.6) {38.5} (56.7)
Netrevenue
account profit 252.6 267.1 285.1 304.1 3288 329.4 343.5 345.0 269.3 312.7
Payments ta the
Consolidated Fund
- payable in year 2518 266 2 2851 304.1 328.8 328.4 3435 345.0 269.3 312.7
2013 2014 2015 2018 2017 2018 2019 2020 2021 2022
Balance sheet £m £m £m £m £m £m £m £m £m £m
Investment,
development and
owner occupied
properties (including
assets held forsale) 8,680.2 99152 113765 12,4488 128249 117305 12,2183 121125 132473 143629
Investment in joint
ventures 2753 396.3 646.8 8204 Q609 11111 9418 8027 667.9 7253
QOther non-currart
assets 848 973 1639 1778 1805 455.1 464.0 5557 591.0 584.6
Cash and cash
equivalents 585.5 552.0 552.5 073 8256 886.9 8028 10291 21745 21352
Current assets
{excluding assets
held for sale) 251 19.3 392 511 533 83.9 10086 105.6 1346 ° 1663
Current liabilities {1155} {110.9) (136.1) (154.7) {1801} {157.1) {172.9) (496.9) {677.4) {858.4)
Nori-current
liabilities (920.5) {9925 {1,181.1) (1,3711) (1,560.6) (19.7) (18.7) {43.9) (937.6) (659.6)
Net assets 86149 98767 114617 128796 13,1345 14,0980.7 143289 14,0648 152003 16,456.3
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Glossary

Agreement for Lease (AfL)

A contractual (sometimes conditional}
agreement between parties to enter into
alease.

Bespoke benchmark

AnMSCI benchmark based upon the
Annual Index weighted to reflect our
average capital employed at March
2022. This excludes our ownership of
certain non-commercial assets including
the Windsor Estate.

Book value

The amount at which assets and
liabilities are reported in the
financial statements.

bps

Basis points, a common unit of measure
for interest rates and other percentages
in finance. Cne basis point is equal

t0 0.01%.

Capital employed

The capital value of an asset at the
beginning of a period plus net capital
invested over the period.

Capital value

The net assets of The Crown Estate
held as capital for Her Majesty and
Her Successors.

Carbon Capture, Usage and Storage
(CCUS) -

CCUS is a low-carbon sclution which
captures CO: from power generation and
industries such as iron & steel, fertilizer,
cement, chemicals, and refining, as well
as enabling at scale low-carbon hydrogen
production. The CO; is then transported
via pipeline or ship to a permanent and
secure storage site, deep under the
seabed (source: cesassociation.org).

Consolidated Fund

The UK Government's general bank
account held at the Bank of England.
Taxation and other monies paid tc the
Treasury are paid into this fund.

Strategic report Governance
01-61 67-91
CPI

Consumer Price Inflation, the rate at
which prices of goods and services
bought by houscholds rise or falt.

CVA

Company Voluntary Arrangement

- a legally binding agreement with a
company's creditors to restructure its
liabilities, including future lease liabilities.

DCF
Discounted cash flow.

Development pipeline
Development projects under
construction or planned.

Direct expenditure

Expenditure incurred that relates directly
to the oparation of the properties from
which revenue is received

Equivalent yield

The constant capitalisation rate applied
to all cash flows, that is, the internal
rate of return from an investment
property reflecting reversions to
current market rent.

ERV
The estimated market rental value
of lettable space.

Finange lease

A lease that transfers substantially
alt the risks and rewards of ownership
fromthe lessor to the lessee.

Government Financial Reporting
Manual (FReM)

The technical accounting guide for the
preparation of financial statements.

Additional information
137-136

Financizl statements
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Habitats Regulations

The Conservation of Habitats and
Species Regulations 2017 (S} No.
2017/1012) and The Conservation of
Offshore Marine Habitats and Species
Regutations 2017 (S No. 2017/1013)

Habitats Regulations Assessment
(HRA)

An assessment of the potential impacts
on the most valuable environmental
habitats in the UK. For offshore wind
developments, this is an important step
in helping to conserve the UK’s marine
and coastal environment.

Headlease

Aleasehold interest held directly from
the freeholder and subject to one or
maore underleases in the whale, or part,
of the property.

IFRIC
IFRS Interpretations Committee.

IFRS
International Financial Reporting
Standards.

Initial yield

The initial net income at the date of
purchase expressed as a percentage
of the gross purchase price including
the costs of purchase.

Integrated annual report

A concise communicaticn about how an
organisation creates value in the short,
medium and fong term.

ITZA

‘Interms of Zone A" A method for
measuring retail space on a like-for-
like basis.
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Glossary continued

Lease incentive

Any incentive offered to occupiers to
enter into a lease. This includes an
initial rent free period or a cash
contribution to fit out.

Lease premium
The price paid for the purchase of
aleasehold interest.

Market value

The estimated amount for which a
property would exchange on the date

of valuation, between a willing buyer
and a willing seller in an arm’s-length
transaction, after proper marketing, net
of purchasers’ costs, where the parties
have each acted knowledgeably,
prudently and without compulision.

Material issues
An issue that would significantly
influence our business.

MSCI

Morgan Stanley Capital International,
a real gstate body which produces
independent benchmarks of property
returns, formerly {PD.

Net revenue profit
Profit payable to the Treasury. Also
referred to as net revenus surplus.

Offshore Wind Leasing Round 4
{Round 4)

Offshore Wind Leasing Round 4 is The
Crown Estate's latest round of auctions
of seabed rights for offshore wind
projects in the waters around England
and Wales. It is the first opportunity for
offsheare wind developers to obtain new
seabed rights since the last award of
rights in 2010 {Leasing Round 3J. [n
2021 we selected six proposed rnew
offshore wind projects in the waters
around England and Wales through
Offshore Wind Leasing Round 4.

ONS
Qffice for National Statistics.

Open A1 planning consent

A planning consent which permits
sccupation within the A1 Shops use
class under the Town and Country
Planning [Use Classes) Order 1987
without any restriction as opposed to
an Al use restricted to bulky goods,
such as furniture or white goods.

Operating lease
Any lease that is not a finance lease.

psf
Per square foot.

Parliamentary supply finance
Monies provided by Parliament in
respect of Board Members' salaries
and the expense of their Office.

Pre-let

An agreement for aletting to take
effect at a future date, often upon
completion of a development that is
proposed or under construction at
the time of the agreement.

Proportionally consolidated

The results and share of joint venture
assets and liabilities are presentedon a
line-by-line basis rather than as a single
figure in the consolidated statements
of comprehensive income and the
balance sheets.

Public realm

The space around, between and within
buildings that are publicly accessible,
including streets, squares, parks and
open spaces.

Red Book

Appraisal and Valuation Standards
published by the Royal Institution of
Chartered Surveyors.

Revaluation surplus/deficit
Anincrease/dacrease in the fair value
of a property over its book value.

RICS
The Royal Institution of Chartered
Surveyors.
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RIDDOR
Reporting of Injuries, Diseases and
Dangerous Occurrences Regulations

RPI

Retail Price Index, a measure of
inflation similar to CP| incorporating
housing costs.

Scopesi,zand3

Scope 1 - direct emissions from owned
or controlled sources, for example,
heating of buildings using fue! directly
sourced, such as diesel and gas.

Scope 2 - indirect emissions from the
generation of purchased electricity,
steam, heating and cooling consumed by
the reporting business.

Scope 3 - all other indirect emissions
that occur in the business’s value chain.
These include those produced as a resuit
of work we commission through our
supply chain and those we enable
through our leasing and licensing activity.
They occur from sources not owned or
controlled by us.

The Act
The Crown Estate Act 1961

The Treasury

Her Majesty’s Treasury, sometimes
referred to as the Exchequer, or more
informatly the Treasury, is the British
government department responsible
for developing and executing the
government's public finance policy
and economic policy.

Total return

Capital growth plus property net
income as a percentage of property
capitat employed.

Vacancy rate

The ERV of voids (excluding those held
for development) as a percentage of
the total ERV of the portfolio.

Void
Unoccupied and unlet space.
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