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FURTHERINFORMATION

ONLINE ANNUAL REPORT
www. landsecurities.com /annualreport2013

—Presentation of the year’s
key content

—Video stories from the year
— Executive team review of 2012/13

— ‘Create your own report’ tool and
Annual Report chart generator

CORPORATE WEBSITE
www.landsecurities.com

- Latest news and investor updates
— Profiles of our Board Directors
—Press releases

- Easy access to content on careers
and CR

CORPORATE RESPONSIBILITY
www.landsecurities.com/responsibility

—Why Corporate Responsibility
is important

—What CR means for investors,
employees and communities

—Examples of CR in action
—Priorities and progress in 2012/13

KEY READS WITHIN

THIS REPORT

In brief

An overview of our business
and performance throughout
theyear.

P14

Chairman’s
message

Alison Carnwath reviews the
performance of the Company
during the year, outlines Board
activity and offers her outlook
onthe year ahead.

Financial
review

Martin Greenslade reports
onour financial performance
in detail.

Smart
thinking
Our smart long-term thinking

is achieving a successful and
sustainable business.

P48

Financal
statements

Financial statements for
the Group and Company
including areport fromthe
independent auditor.

Chief

Executive

Robert Noel reports on our market,
the Company’s strategy, the key
factors underlying our performance,
and our prospects over the next

12 months.

Busjness
review

Afocus on our Retail and London
portfolios and the key factors
underlying their performance.

Good
governance

Information on how we manage
our businesses including Board
committees and Directors’
biographies and remuneration.

P57

Investor
resource

Supporting information to provide
investors with a more detailed
analysis of the Company'’s
performance.

P147



THROUGH TOUGH MARKET
CONDITIONS WE HAVE
CONTINUED TO SEE
THINGS DIFFERENTLY.

WHILE OTHERS HELD BACK,
WE MADE AN EARLY START
ON DEVELOPMENT AND
HAVE FOUND NEW WAYS
TO MEET OCCUPIERS’
CHANGING NEEDS.

OURDECISIVE APPROACH
HAS ENABLED US TO MAKE
GOOD PROGRESS.AS WE
MOVE FORWARD, WE HAVE
A CLEARPLAN FOR EVERY
ASSET AND APORTFOLIO
WELLMATCHED TOTHE
WORLD WE SEE AHEAD...




ESSENTIALREAD

WE ARE CREATING VALUE
BY HELPING OCCUPIERS

THRIVE IN A FAST-

'MOVING WORLD...

. WELLINGTON HOUSE .
4 Delivered 2012 =8

CARDINAL PLACE
Delivered 2006

NOVAVICTORIA
Delivery 2016-2018
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For example, at Victoria, SW1,
we are transforming an outdated
part of London into a thriving
centre with contemporary offices
and an exciting, modern mix of
retail and leisure.

KINGS GATE
. Delivery 2015

>

123 VICTORIA STREET
Delivered 2012
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IN LONDON, WE ARE
DELIVERING EFFICIENT,
MODERN SPACE INTO

A SUPPLY-CONSTRAINED
MARKET..
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ESSENTIALREAD

At 20 Fenchurch Street, EC3,
we are enabling businesses to
swap outdated office space for
hard-working, contemporary
space in an iconic building.
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IN RETAIL, WE ARE
WORKINGTO BRING
THE BENEFITS OF
CONVENIENCE, LEISURE
AND THE INTERNET

TO THE HIGH STREET...
o " ’
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Our new Trinity Leeds centre
offers a range of attractions
r one roof, from big brands
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WE BELIEVE INTAKING
CONTROLOFOUR

DESTINY, NOT RELYING
ONTHE MARKET FOR

GROWTH...

Land Securities Annual Report 201
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Since 2010 we have started
development on major schemes
while others have paused.

Our decision to press ahead is
providing us with strong returns
as we move through the cycle.

Despite difficult market
conditions back in 2010, we
chose to develop Park House,
W1 — a major mixed-use scheme
at the meeting point of Mayfair
and Oxford Street. We then

sold the asset later in the year
ahead of completion, and
recycled the capital into further
development activity.
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TO ASSET MANAGEMEN
WE AREWORKINGTO

FROM DEVELOPMENT
A CLEARPLAN

2013
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LAND SECURITIES
IN BRIEF

WHAT WEDO

Land Securities 1s a FTSE 100 company
and the largest Real Estate Investment
Trust (REIT) in the UK by market

capitalisation.

RETAIL OURAPPROACH

We own, manage and develop SO AN AT AT Our overall goal is to provide attractive and
h . t d retail Kk sustainable total returns for our shareholders

shopping centres and reta p%r S by being at the forefront of meeting the space

across the UK. Our assets are in requirements of our customers.

locations that have either a

proven record of trading success

or potential for future success.

Our focus on the property market’s two largest
sectors gives us a range of opportunities and a
high quality tenant base.

OUR VISION AND VALUES
SM/M@ the
Future of property

—Customer service —Integrity

TOP OCCUPIERS
Arcadia DEBENHAMS

DIXONS RETAIL  #fif  HOME RETAIL GROUP

\\\\\\\\\\\\\\\\\\\\\\\\

T next PRIMARK' Sainsburys

P36 - —Excellence —Respect —Innovation

MANAGEMENT

The Board is responsible for providing
leadership for the Group. It ensures that
LONDON the right strategy is set, acceptable risks are
taken and appropriate financial and human
resources are in place in order to deliver
value to shareholders and benefits to the
wider community.

We own, manage and develop

a portfolio of office, retail and
residential space in the capital.
Our assets are concentrated in
central London, from Victoria
in the west to the City in the east.

The Board also sets standards for ethical
behaviour and for monitoring environmental
and health and safety performance.

TOP OCCUPIERS

- «
sxvmenon  Deloitte & S eDFENERGY

@ HM Government K&L GATES

Microsoft @™ K¢RBS TaylorWessing

P42

Executive Directors from the left: Martin Greenslade
(Chief Financial Officer), Robert Noel (Chief Executive)
and Richard Akers (Executive Director).
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OURPORTFOLIO
INDETAIL

A breakdown of the
Company’s portfolios
into their major segments.

COMBINED PORTFOLIO
VALUE®

£1145bn

* Onaproportionate basis.

PORTFOLIO SPLITBY
VALUE

O London
Portfolio 53%
Retail
Portfolio 47%

RETAILPORTFOLIO

£5.35bn

© shoppingcentres  59%
and shops

Retailwarehouses ~ 22%
andfood stores

Leisure and hotels 18%
O Other 1%

ccoc0nGx) Tl
woousoa]fl |4/ ¢
EREEIT I

LONDON PORTFOLIO
£6.10bn
© WestEnd 34%
O Mid-town 15%
City 18%
Inner London 13%

CentralLondonshops ~ 18% | ..
O other 2%

Shopping centres and shops

This comprises 22 shopping centres
in major retail locations across the UK
including Trinity Leeds, Gunwharf
Quays, Portsmouth and Buchanan
Galleries in Glasgow.

Retail warehouses

Our 16 retail parks are typically located
away from town centres and offer a
range of retail and leisure with parking
providing convenient shopping. Assets
include Westwood Cross, Thanet and
Team Valley Retail Park, Gateshead.

Leisure and hotels

We own three stand-alone leisure assets
and a 59.4% share of the X-Leisure
Fund which comprises 16 schemes of
prime leisure and entertainment space.

We also own 29 Accor Group hotels in
the UK. They are leased back to Accor
Group for 78 years, with 12-yearly
tenant break clauses. Rentis setas a
percentage of each hotel’s turnover.

Land Securities Annual Report 2013

West End

Our £2.1bn West End office portfolio is
dominated by our Victoria assets which
include Cardinal Place, SW1 and
developments including The Zig Zag
Building, SW1 and Nova Victoria, SW1.

Mid-town

Positioned between the City and West
End, our cluster of buildings at New
Street Square, EC4, represent our
major assets in Mid-town.

City

Our £1.1bn City office portfolio includes
recently completed developments such as
One New Change, EC4, the development
programme including 20 Fenchurch
Street, EC3 and proposed developments
including 1 & 2 New Ludgate, EC4.

5 Inner London
Includes our assets at Canary Wharf
and south of the River Thames
including Bankside 2 & 3, SE1.

Central London shops

This segment comprises the retail

space in our London Portfolio assets.
The largest elements are the retail space
at One New Change, EC4, Cardinal
Place, SW1, and Piccadilly Lights, W1.

13
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OURPERFORMANCE

AT AGLANCE

Here we show the key performance

measures for the business.

PROFIT BEFORE TAX
(including valuation surplus)

£H33m

REVENUE PROFIT (£m)

2013 290.7
2012 299.4
2011 2747

Revenue profit is our measure of the underlying pre-tax profit
of the Group.

LOAN TO VALUE RATIO (%)’

2013 36.9
2012 380
2011 390

1. Includes proportionate share of joint ventures and subsidiaries.

Thesix charts above show the main components of our most important indicator of progress—total return.

COMBINED PORTFOLIO PERFORMANCE
RELATIVE TO IPD UNGEARED TOTAL
RETURN (%)

12 months ending 31 March 2013
B Land Securities

B IPD sector-weighted benchmark
B IPD quarterly universe

151

London Central London  Retail Shopping Total
offices’ shops  warehouses?  centres Portfolio®

1. Land Securities’ total return would be higher by 0.4% for London
offices and 0.1% for total portfolio if adjusted for capital extracted
from Queen Anne’s Gate, SW1 through the 2009 bond issue.

2. Includes food stores for Land Securities.

3. Includes leisure and hotels and other for Land Securities.

14 Land Securities Annual Report 2013

TOTAL SHAREHOLDER RETURN

19.1%

Total shareholder return and total
business return provide shareholders
with the clearest guide to the Company’s
progress in financial terms.

ADJUSTED DILUTED EARNINGS
PER SHARE (pence)

2013 36.8
385

355

2012

20M

1. Restated to exclude profits on disposal of trading properties
and long-term contracts.

VALUATION SURPLUS (£m)’

2013 FAVA)
2012 190.9
201 908.8

1. Includes proportionate share of joint ventures and subsidiaries.

RETAIL PORTFOLIO (%)
Rental and capital value movements
12 months ended 31 March 2013

M Rentalvaluechange (like-for-like)
B Valuationsurplus

Shopping Retail Leisure Retail
centres warehouses and Portfolio
and shops and food stores  hotels

TOTAL BUSINESS RETURN

X0

Total shareholder return and total
business return provide shareholders
with the clearest guide to the Company’s
progressin financial terms.

DIVIDENDS PER SHARE (pence)

2013 29.8
2012 29.0
2011 28.2

We aim to deliver a progressive dividend.

ADJUSTED DILUTED NAV
PER SHARE (pence)

2013

2012

2011

LONDON PORTFOLIO (%)
Rental and capital value movements
12 months ended 31 March 2013

M Rentalvaluechange (like-for-like)
B Valuationsurplus

West City Mid- Central London
End town London  Portfolio
shops



STRATEGY AND KEY PERFORMANCE INDICATORS

Our goal is to provide attractive and sustainable total returns for our shareholders by being at the forefront of meeting the space requirements
of our customers.

Our strategy is to use all our resources, from the skilled people we employ to our financial capabilities, to drive the best possible returns from
our investments in the London and retail segments of the UK commercial property market. To deliver that strategy, we have set ourselves seven
fundamental objectives. We work to turn these objectives into tangible performance through the pursuit of our strategic priorities. As part of
our strategic priorities, we set individual key performance indicators (KPIs) against which we measure our performance each year.

Objective Strategic priorities KPIforthe year Performance

1. Deliver - Focus on the UK commercial property - Three year Total Shareholder Return (TSR) - TSR outperformance of
sustainable market’s two largest sectors — London performance compared to the TSR performance 1.26% per annum for the
long-term and retail (weighted) of a comparator group of property three year period from
shareholder  _ Ensurewe have a clear plan for every asset companies within the FTSE 350 Real Estate Index April 2010

returns and deliver on that plan

- Make our shareholders’ capital work as hard
as possible, realising value and recycling
capital whenever we see the right opportunity

- Balance activity between development and
property investment in line with changing

market conditions
2. Maximise - Add value by being smart in the way we - 1 year and 3 year Total Property Return (TPR) - Outperformance versus
the returns manage assets and time acquisitions performance compared to the IPD Quarterly weighted IPD benchmark:
from the and disposals Universe, weighted to the sectors in which the 1 year 1.70%, 3 years 3.12%
investment Group is invested The outturnis adjusted to take account of the
pOI‘thliO performance of trading properties and the capital
andincome extracted from Queen Anne’s Gate,
SW1, throughabond issuein 2009.
3. Manage our -Maintain tight financial discipline and an - Manage balance sheet gearing through an - Net investment of £133.3m
balance sheet appropriate level of gearing approximate match between receipts from in 2013 replaces net
effectively disposals and outgoings on development divestment of £116.7m
and acquisitions in 2012
- Charge Nova Victoria (Land Securities’ share) as - Achieved
afurther credit asset within the Security Group
4. Maximise - Create value through development by - Secure a minimum of £16.5m - £31.7m development
development delivering the right product at the right of development lettings lettings in the year
performance pointin the cycle, while keeping a tight - Trinity Leeds to open on time - Trinity Leeds opened on
focus on cost 21 March 2013, ahead of
original schedule
- Developments progressed to time - All developments on time
and to budget and to budget, with the
exception of Wellington
House, SW1, which was
delayed by two months
5. Ensure - Constantly deepen our understanding of - Maintain overall customer satisfaction rates - Retail 4.28
high levels the market and our relationships with in Retail and London customer surveys London 4.05
of customer customers, so we can anticipate and of 4 (out of 5) or over
satisfaction respond to change quickly
- Deliver outstanding service in our
shopping centres
6. Attract, - Continually work to strengthen the - Employee feedback survey (Towers Watson - 82% engagement score
develop, reputation of the Company so the best people ~ Engagement Survey) to exceed UK +2% vs 2012
retain and want to join and stay at Land Securities national norm
motivate high  _ Ensure talented people within the Company - +9% outperformance vs
performance are well trained, supported and rewarded UK national norm
individuals
7. Continually - Make sound, long-term investments in our - Reduce carbon emissions from like-for-like managed - Achieved 1.4% reduction
improve buildings to ensure their performance portfolio by 15% by 2020 (against 2010 benchmark) in the year to March 2013
sustainability meets changing expectations and against an interim
performance regulations, and generate sustainable reduction target of
returns in the years ahead 5% by March 2014
- Develop positive relationships with local - Increase to 90% the amount of waste diverted from - Achieved 90.9%
authorities and local communities, so landfill and recycle at least 70% by weight (as an landfill diversion with
people welcome our presence in their area average across all centres) by March 2015 68.2% reused or recycled
- 10% reduction in water use across the like-for-like - Achieved 8.9% reduction
managed London office and Retail Portfolio by in water use in the London
March 2016, measured against a 2010/11 baseline office portfolio and a

10.2% reduction in the
Retail Portfolio
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OURYEAR
OF PROGRESS

ANEW CHIEFEXECUTIVE

Robert Noel took over from
Francis Salway as Chief Executive
in April 2012. Previously, Robert
had been Managing Director of
the London Portfolio for two
years, and previously Property
Director at Great Portland
Estates plc. He brings more than

Robert Noel - Land Securities Chief Executive

BETTERBY DESIGN

In June we published our Annual
Report 2012, which included
proposed changes to the
structure of Directors’
remuneration. The revised
approach reflected the reduction
in the number of Executive
Directors from four to three
following the departure of
Francis Salway. It was also
designed to better align
remuneration to the
performance of the Group,

25 years of property experience
to the job and has an outstanding
track record in the London
property market. On assuming
his new role, Robert thanked
Francis for his support and
commented: “Land Securities
has a clear strategy and is a very
well positioned business.”

rather than individual business
units. The new structure
removed discretionary elements,
aligned rewards more closely
with total shareholder return,
made them longer term in nature
and reduced the overall
quantum. Shareholders were
very supportive of the changes
and a resolution to adopt the
new structure was passed at the
Company’s AGM in July, with
98.3% support.

Land Securities Annual Report 2013

123 VICTORIASTREET COMPLETED
August saw practical completion
at 123 Victoria Street, SW1 — one
of the Land Securities buildings
redefining Victoria as a place to
work, live and enjoy. Offering
office and retail space, the
building features a triple height
atrium, efficient floorplates,

REVIVING OXFORD STREET

In September Primark opened a
new flagship store at our Oriana,
W1, scheme, which we jointly own
with Frogmore. Located at the
east end of London’s Oxford
Street, the store covers 13,650m?
of prime retail space. The joint
venture also submitted a
planning application for an

Primark opens its new flagship store at Oriana, W1

stunning views over London and
three distinct entrances. Outside,
we have added decked, green and
pebbled terraces. On completion,
the building was 53% let. Office
occupiers include Jimmy Choo,
which has taken 4,450m?.

Practical completion achieved at 123 Victoria Street, SW1

additional 8,440m? of retail space
along with 18 apartments. This
section of Oxford Street

is developing into one of the
liveliest parts of central London.
Itis being given a further boost
with the £1 billion redevelopment
of Tottenham Court Road
station, with the Crossrail station
due to open in 2018.
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JOHNLEWIS

With autumn came the opening
of the first John Lewis flexible
format department shop, in
Exeter city centre. The shop
trades over five floors and
occupies 10,080m?. The flexible
format enables John Lewis to offer
its full range through a smaller
footprint by supporting omni-

John Lewis flexible format shop, Exeter

ACQUISITIONS

Building on our acquisition
earlier in the year of The
Cornerhouse, a leisure asset
in Nottingham, we went on to
buy central Manchester’s The
Printworks and a majority
interest in leisure operator
X-Leisure (completed in
January). The former is the
dominant leisure destination

Land Securities Annual Report 2013

channel shopping, including
click and collect. Together with
our Princesshay development,
the shop gives people plenty of
reasons to visit Exeter. It also
provides more reasons for us,
Exeter City Council and our
partners, The Crown Estate, to
keep investing in the city’s retail
and leisure offer.

:

-~y
\‘\'\\ 'i

in Manchester, attracting around
eight million visitors a year.
X-Leisure owns 16 leisure assets
across the UK, from Brighton
Marina to Xscape in Milton
Keynes. These investments
reflect our view that leisure is

an increasingly attractive sector,
with long lease lengths and
excellent opportunities to
enhance income.

20 FENCHURCH STREETLETS

In February we announced that
20 Fenchurch Street, EC3 — our
64,120m? tower development in
the City —was more than half full
in terms of pre-lettings. We are
working with our joint venture
partner, Canary Wharf Group,
to deliver the scheme and with

ayear to go until completion, this
iconic building has six tenants
signed up and is attracting very
strong interest from others.
Occupiers are drawn to its
modern, efficient space ina
prime location. See page 20

for more.

NEW RETAILSCHEMES OPEN
Spring saw the completion of
two new Land Securities retail
schemes, with Trinity Leeds
and 185-221 Buchanan Street,
Glasgow, both opening their
doors in March. We received

one million shopper visits to our
75,900m? Trinity Leeds centre
in the first ten days of trading.
The retail element at 185-221
Buchanan Street was fully let

on opening.

185-221 Buchanan Street, Glasgow, opens for business
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OURTOP
PROPERTIES

1. Cardinal Place, SW1

Stunning trio of buildings completed in 2006
by Land Securities, encompassing office space
and retail accommodation. This landmark site
is home to blue-chip businesses and retailers
including an M&S anchor store.

Principal occupiers:
Microsoft, Wellington Asset
Management, M&S.

2. New Street Square, EC4

Innovative offices with retail and restaurants.
Recreating traditional ground-level routes,
including a delightful public square, the
property offers office space with attractive
retail and leisure facilities. Developed by
Land Securities, and completed in 2008.

Principal occupiers:
Deloitte, Taylor Wessing, Speechly Bircham.

3. One New Change, EC4

A prime office and leisure destination in an
iconic building in the City of London, with

a roof terrace offering stunning views of

St. Paul’s Cathedral. Developed by Land
Securities, the retail and leisure space opened
in October 2010.

Principal occupiers:
K&L Gates, CME, H&M, Topshop, Next.

[
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4. Queen Anne’s Gate, SW1

Built by Land Securities in 1977,
comprehensively refurbished in 2008,
it is the headquarters of the Ministry
of Justice.

Principal occupier:

Central Government.

5. Trinity Leeds

Located in a prime position in a thriving
city, this 75,900m? retail destination was
developed by Land Securities and opened
in March 2013.

Principal occupiers:
H&M, Topshop, Next, Primark, River Island.

6. Gunwharf Quays, Portsmouth
Offering a unique blend of outlet shopping,
leisure and entertainment on a stunning
waterfront location, this landmark scheme
is a bustling centre of mixed-use space.

Leading brands:
Paul Smith, Jack Wills, Ted Baker, Polo/Ralph
Lauren, Jamie’s Italian.

Land Securities Annual Report 2013

7. Piccadilly Lights, W1
Offices, retail, leisure and a world famous
advertising landmark. 2009 saw the
introduction of enhanced LED screens
and a flagship branch of Barclays.
Principal occupiers:

Hyundai, Barclays, Boots.
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20 FENCHURCH STREET
IN FOCUS

Having identified supply-constrained conditions 1.
6 4: 1 2 O ahead, we moved forward with construction in
Totalm? 2010. The innovative design has created larger
otalm

floorplates on the more valuable upper floors,
using state-of-the-art modelling and materials
38 technologies to transform bold plans into reality.

-.mlin.r!

Storeybuilding Large open areas within the building mean occupiers
can consolidate their teams in one efficient space.

5 1% They also benefit from contemporary facilities,

stunning views and an iconic home.
Pre-letat
31March2013

Partners:
50:50 joint venture with
Canary Wharf Group.

Density:

One person per 8m? 2.
compared to City

average of one per 10m?

for new space.

Power:

Unique fuel cell power
plant to significantly
reduce building’s CO,
emissions.

ETEET ]

[}
1
|

Sustainability:
Minimum Very Good
BREEAM rating, set to be

19

upgraded to Excellent &i
following fit out. 5
Completing: : rl" v
Spring 2014. = lw

o
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1. Innovative lift system 3. Location 3 More Information:

14 ain li - I . & F _ ., g,

14 main lifts using Within seven minutes Learn more about the e

innovative double-deck walk of four major unique features that ! o

system to increase railway stations and make 20 Fenchurch -]‘ i 'B

capacity seven Tube stations, and Street. EC3 stand out u.l==H u - g!J
close to all major City ' N

2. Floor space institutions and offices www.landsecurities.com/ 3 ;

Level 33 provides annualreport2013

2,734m? of space 4. Sky Garden

Landscaped public Sky

Garden with a café, bar,
restaurant and stunning
360-degree views

Level 7 provides 1,455m?
of space

Land Securities Annual Report 2013
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DIRECTORS' REPORT

CHAIRMAN'’S
MESSAGE

Alison Carnwath assesses the
Company’s progress during a very
busy year. She reviews our results,
the work of the Board and the steps
taken to enhance remuneration
policy. She also shares her outlook
for the year ahead.

L
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The Company had a good year. Despite
dreary economic conditions, we achieved a
strong set of results, with our Total Property
Return of 7.8% outperforming the IPD
Quarterly Universe by 4.4%. The other key
measures of performance, revenue profit and
adjusted net asset value per share, were ahead
of market expectations and we delivered a
Total Shareholder Return of 19.1%. We aim
to deliver a progressive dividend and we are
recommending a final dividend of 7.6p,
taking the total for the year to 29.8p, up 2.8%.

Our results were driven by our own actions
rather than a rising market. We were the first
property company to restart development
tollowing the downturn and this activity
continues to bear fruit. Our schemes are well
matched to occupier demand, borne out by
our high level of leasing activity. Trinity
Leeds shopping centre opened close to full
occupancy and 20 Fenchurch Street, EC3,

at 56% pre-let or in solicitors’ hands is ahead
of schedule. Our regeneration of Victoria,
SW1, has continued apace: 62 Buckingham
Gate reached practical completion in May;
construction is underway at The Zig Zag
Building and Kings Gate; and we have
committed to start construction of Nova
Victoria (formerly Victoria Circle) in June
following completion of the demolition phase.

At the start of the year Robert Noel took
over as Chief Executive. His thorough
understanding of the business enabled him
to hit the ground running. He has set high
expectations and has created strong forward
momentum from which our business will
benefit in the future. Iwould like to thank all
of our staff for their individual and collective
contributions over the last 12 months.

During the year we consulted with
shareholders on new proposals for executive
remuneration. Our objective was to simplify
remuneration policy, further aligning
management rewards to shareholder returns.
Our plans included proposals to address
general shareholder concerns over
‘discretionary’ and ‘additional” bonuses for
management, with a shift towards longer
term incentives and greater emphasis on
Total Shareholder Return. We explained our
plans to around half of our share register,
invited feedback and acted on what we heard.
The subsequent proposals received support
from 98.3% of those who voted at the AGM.

This consultation exercise underlines

the importance the Board places on
understanding your views. Investor road
shows enabled us to talk with more than 40%
of our shareholders by ownership, after each
of the annual and halfyearly results. We also
held an annual investor conference at which
major shareholders met management below
Executive Director level. Our AGM is an
opportunity for all shareholders to express



their opinions. It is noteworthy that the
character of our shareholder register has
changed significantly since the Company’s
conversion to REIT status in 2007. Today
23% of our shareholders are based in North
America —a three-fold increase over five
years —and specialist real estate investors
now represent some 30% of our register.

Our markets continue to evolve at some
speed. Your Board constantly challenges
itself and management on the effects of
changing customer demands. The
experience around the boardroom table
means we are equipped to respond to new
trends. Over the last 12 months we have
invested time developing the skills of the
Directors at our Board strategy day and
Board development sessions. An external
review of Board effectiveness was also
undertaken. I want to thank our Directors for
their commitment and contribution this year.

To read more about the Board go to

pages 58-92.

Along with remuneration policy, key Board
agenda issues included the purchase of a
controlling stake in X-Leisure; the
commitment to our Nova Victoria, SW1
development; and our five-year forecast
and budget for the business. There were

no changes to the Board during the year
although we do expect to make a Non-
executive appointment over the next 12
months as part of succession planning for
the Board. We retain our diversity target of
25% female Board representation by 2015.

Itis important that the Company maintains
good relationships with those who affect, and
are affected by, what we do. Our teams go to
great lengths to support the local areas in
which we operate, developing partnerships
with community groups and councils that can
make a lasting difference to people’s lives.
We are particularly involved in creating local
job and apprenticeship opportunities. This
year the Company started to record the full
socio-economic effect of our development
schemes, and we intend to share the results
with local authorities. We also support
Central Government in their efforts to boost
economic activity and employment.

Land Securities takes a lead on addressing
long-term issues relevant to our industry.
For example, changing environmental
regulation will have a substantial impact on
property owners and occupiers over coming
years. We are helping to inform government
decision-making in this area. We are also
giving close attention to environmental
issues in our business planning and the way
we design our buildings. Any other approach
would be short-sighted.

Moving forward, we will continue to rely on
our own actions, not the market, to generate

good returns and shareholder value. In both
London and Retail our teams will work to
meet demand from successful businesses that
require new and better space. Development
is likely to remain the best route to superior
returns.

In short, the Company has performed well.
Everyone here is clear on the plan for the
year ahead and we are getting on with it.

AVinsle Gt kwastt,

Alison Carnwath
Chairman

TOTAL SHAREHOLDER RETURNS® TABLE 1

Overone

yearto

31March

2013

(£)

Land Securities 119.1

FTSE 100 115.4

FTSE 350 Real Estate Index 121.8
* Historical TSR performance for a hypothetical investment of £100.

Source: Aon Hewitt
GEOGRAPHICALSPLITOF THE CHART 2
COMPANY’S SHAREHOLDERS (%)

0O uwK 45%

Europe 21%

North America 23%

© RestoftheWorld  11%
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DIRECTORS' REPORT

CHIEF EXECUTIVE'S
STATEMENT

From pushing forward with
development in London to opening
major new retail schemes, 2013 saw
the Company work to a clear plan.
Robert Noel reports on our financial
and operating performance over the
12 months.

Land Securities Annual Report 2013

We went into the year with a clear plan.

In London, we prioritised development
over property investment, as we continued
to believe this would generate substantially
higher returns at this point in the cycle.

In Retail, we focused on delivering our big
schemes, increasing our exposure to the
leisure sector and finding new ways to
respond to retailers’ changing needs.

Pursuit of these objectives meant it was an
extremely busy year across the business.

We completed 142,520m? of new office, retail
and residential developments, including

2 km of shop frontage. We worked to secure
lettings, fill voids, reduce costs and add new
schemes to our development programme,
proving that modern, efficient buildings can
succeed in a subdued leasing market. Each
day we attracted close to a million visitors

to our shopping centres. We significantly
increased our investment in leisure. And we
maintained a strong balance sheet through
our financial discipline.

This activity led to robust financial and
operational results. Total Business Return
was 8.0%. Revenue profit at £290.7m and
adjusted diluted earnings per share at
36.8p were better than we expected at the
beginning of the year. And we managed our
void levels well, reducing them from 2.8% to
2.0% on a like-for-like basis. (See our results
on the following page for other highlights.)

We achieved this strong performance in spite
of a difficult economic backdrop. The UK
cannot decide whether it is in recession or
not. Employment growth is weak. Caution
reigns. Ongoing issues in the eurozone
haven’'t helped. The world is an uncertain
place, so we are relying on our own efforts

to create value.

PRESSING AHEAD INLONDON

Although demand in the capital has been
held back by weak business confidence, so
has supply. Our view has not changed since
my statement to you last year: low levels of
development, high numbers of lease expiries
from 2013 and evolving occupier needs mean
the market will not have enough of the right
product. Now is the time to be building and
delivering efficient and technically resilient
space that meets the needs of today’s
occupiers. At 20 Fenchurch Street, EC3, for
example, 56% of the space is now pre-let or
in solicitors’ hands — one year ahead of
completion — and our average rent is over
£60 per sq ft. Occupiers are recognising the
financial and social benefits of the building’s
efficient floorplates, along with its remarkable
views and facilities. We understand how to
design and deliver for our market and we
know how to fill our buildings.



Development is about timing. Looking at all
of the schemes we have started and completed
in London since 2010, 91% of the floorspace
had been let or sold by 31 March 2013. We
were right to press ahead with speculative
construction, and we are right to keep
building today. Construction costs have
remained at attractive levels but will increase
rapidly with a sustained upswing in activity.
We remain vigilant.

VICTORIATAKES SHAPE

Given these market dynamics, we are moving
at pace in Victoria, SW1. Cardinal Place is
thriving. The Wellington House apartments
were all sold by completion. 123 Victoria
Street was completed in August 2012 and

is 78% let. There is strong interest at 62
Buckingham Gate, although we would like

to have let it faster. The Zig Zag Building is
on schedule for completion in January 2015.
Our residential scheme at Kings Gate is due
to complete at the same time and 59 of the
100 apartments have already been pre-sold.
And we have committed to 67,500m? of retail,
residential and office space at our Nova Victoria
(formerly Victoria Circle) joint venture.

In the past, people would only go to Victoria

if they had to. We are transforming the area
into one of the capital’s most desirable places
to live, work and play. By the end of this decade
we plan to have delivered over 210,000m? of
new office, retail and residential space since
recommencing development in 2010.

WINNERS AND LOSERS INRETAIL

Turning to retail, the market remains tough
with the consumer still under pressure.
People are generally making fewer visits to
shops but spending more time when there.
They demand convenience or a great
shopping experience — preferably both.
Retailers and properties unable to meet
those expectations are suffering. Destination
shopping centres and convenient edge-of-
town retail parks are well placed to compete
and we are prioritising those assets.

Online continues to impact physical retailing,
but we are also seeing and addressing
opportunities to integrate these channels
through click and collect, new formats for
online retailers, and new uses of mobile and
social media.

Aswe have said for some time, the changes
sweeping through retail are creating winners
and losers. We saw several high profile
retailers fail this year. We have seen others
expand. Our established relationships with
occupiers have enabled us to anticipate
insolvencies and re-let space promptly. Retail
like-for-like voids at the year end were 2.9%),
down from 3.3%.

NEW OPENINGS, NEW ACQUISITIONS

We had a busy March. Trinity Leeds opened
on the 21st, 95% let or in solicitors’ hands. We
then opened our shops at 185-221 Buchanan
Street, Glasgow, on the 22nd. The scheme

is fully let. The early success of these
developments demonstrates that — despite
the clouds over the retail sector — there is
demand for well designed, well located space
that matches the expectations of consumers,
retailers and the local community.

We continue to improve the portfolio,
investing in our winning assets and selling
others. Recent disposals have included
secondary assets in Worcester, Welwyn
Garden City and Liverpool.

Leisure is an increasingly important part of
the mix and we took action during the year to
increase our activity in this area. We acquired
The Cornerhouse in Nottingham and The
Printworks in Manchester — the latter a swiftly
executed transaction that shows the value of
asmart team and a strong balance sheet.

We increased our interest in the X-Leisure
Unit Trust to 59.4% and acquired 100% of
the management company. This gives us
exposure to 16 leisure assets across the UK
and we have welcomed a first class
management team into the business.

FROM SOUND FOUNDATIONSTO
SUSTAINABLERETURNS

While we are pushing ahead with development
we are doing so from strong financial footings.
We are keeping our net debt relatively constant
by funding developments and acquisitions
from sales. Our balance sheet gives us
flexibility, should difficult conditions prevail
and opportunities arise.

Our goal is to create attractive and
sustainable returns for shareholders. First
and foremost, we must ensure we create

and run properties that appeal to today’s
occupiers. But we must also address long-
range issues such as our impact on
communities and the environment, so

we meet future regulations and society’s
changing expectations. Across London, we
are creating jobs and making a substantial
contribution to UK plc. This includes
collaborating with partners to help people
into work. So far 199 people have secured
jobs through our London Employment
Strategy. The majority are individuals who
are furthest from the jobs market: young
people, long-term unemployed and ex-
offenders. At Trinity Leeds, over 200 people
have received training or work experience
through the project, and 80 have progressed
into permanent employment, a good
illustration of what our development activity
can bring to local economies.

OURRESULTS

8.0%

Totalbusinessreturn

4.6%

Increaseinadjusted
diluted NAV per
share 3.2

-2.9%

Revenue profit

CHART3

Ungeared total property return %

7.8
M Land Securities

IPD Quarterly
Universe

HIGHLIGHTS
— Profit before tax £533.0m, up 3.4%
—Revenue profit £290.7m, down 2.9%

—Adjusted diluted earnings per share 36.8p,
down 4.4%

—Valuation surplus of £217.5m or 2.0%

—Adjusted diluted NAV per share 903p, up 4.6%

—Recommended total dividend for the year 29.8p,
up2.8%

—Salesof £65.9m

—Acquisitions of £529.4m

An approach that is both responsive and
responsible makes us a more successful
business. From local communities to
planning departments, we want people to
be pleased it’s Land Securities investing in
their neighbourhood.

OUROUTLOOK

We move into a new financial year with an
optimism tempered by caution. In London,
we expect the occupational market to be
busier, but take-up to remain below the long
run average. We remain confident we will
continue to gain a good share of lettings
through the quality of our buildings. Overall,
the retail market will remain challenging,
but the response to structural change will
continue to separate successful retailers —
and property assets — from the rest.

In these mixed conditions it will be smart
real estate thinking that creates value.

By translating our clear plan into sound
property decisions on every asset, day after
day, we will continue to be successful.

/ oS L,

Robert Noel
Chief Executive



FINANCIALREVIEW

Martin Greenslade reports on our
financial performance in detail,
explaining the movement in our key
financial measures and providing
an update on the balance sheet and
our financial strategy.

OVERVIEW AND HEADLINERESULTS

Over the full year, valuation increases of
£217.5m (including our proportionate share
of subsidiaries and joint ventures) helped us
deliver a profit before tax for the year ended
31 March 2013 of £533.0m, compared to
£515.7m for the previous year. Basic earnings
per share were 68.4p compared to 67.5p for
the year ended 31 March 2012. However,
underlying earnings were down slightly;
revenue profit was £290.7m compared to
£299.4m last year and adjusted diluted
earnings per share declined from 38.5p

to 36.8p this year.

Our combined portfolio increased in value
from £10.33bn to £11.45bn as a result of
acquisitions, further investment in our
development programme and our valuation
surplus of £217.5m. Net assets per share
increased by 38p from 921p at 31 March 2012
to 959p at 31 March 2013. Adjusted diluted
net assets per share were up by 4.6% over the
year, increasing from 863p at 31 March 2012
to 903p. The 40p increase in adjusted diluted
net assets per share, together with the 29.4p
dividend paid in the year, represents an 8.0%
total return from the business.

Anumber of the measures we use internally
to assess the performance of the business
include the results of our joint ventures on
a proportionate basis. Having increased
our interest in the X-Leisure Unit Trust
("X-Leisure’) during the year to 59.4%,
X-Leisure is now accounted for as a
subsidiary. Accordingly, we now also adjust
these performance measures to exclude
the non-owned element of our subsidiaries
and refer to these measures as being on

a proportionate basis.

REVENUEPROFIT

Revenue profit is our measure of the
underlying pre-tax profit of the Group,
which we use internally to assess our income
performance. It includes the pre-tax results
of our subsidiaries and joint ventures on a
proportionate basis, but excludes capital
and other one-off items. A reconciliation of
revenue profit to our IFRS profit before tax
is given in note 4 to the financial statements.

Table 4 shows the composition of our revenue
profit including the contributions from
London and Retail.

Revenue profit decreased by £8.7m from
£299.4m last year to £290.7m. As anticipated
in the Financial Review last year, the fall in
revenue profit was due to a reduction in
non-recurring income, the impact of selling
investment properties ahead of finding
attractive buying opportunities and the

loss of income at Kingsgate House, SW1,

a property we demolished this year for
redevelopment. These items were also
behind the £25.0m reduction in net rental



REVENUE PROFIT TABLE 4
Retail London 31March Retail London 31March

Portfolio Portfolio 2013 Portfolio Portfolio 2012 Change

£m £m £m £m £m £m £m
Gross rental income* 313.8 276.1 589.9 312.9 293.2 606.1 (16.2)
Net service charge expense (2.5) 0.3 (2.2) (2.8) (2.5) (5.3) 3.1
Direct property expenditure (net) (30.6) 9.4) (40.0) (26.4) (1.7) (28.1) (11.9)
Netrental income 280.7 267.0 547.7 283.7 289.0 572.7 (25.0)
Indirect costs (23.4) (16.9) (40.3) (28.1) (17.7) (45.8) 5.5
Segment profit before interest 257.3 250.1 507.4 255.6 271.3 526.9 (19.5)
Unallocated expenses (net) (36.5) (40.1) 3.6
Net interest — Group (149.2) (155.5) 6.3
Net interest —joint ventures (31.0) (31.9) 0.9
Revenue profit 290.7 299.4 (8.7)

*  Includes finance lease interest, net of ground rents payable.

income, partly offset by new income from
completed developments and our acquisition
of leisure assets. Further information on

the net rental income performance of the
London and Retail portfolios is given in

the respective business reviews.

The indirect costs of London and Retail
and net unallocated expenses need to be
considered together as, in total, they
represent the net indirect expenses of the
Group including joint ventures. In total, net
indirect expenses were £76.8m compared
to £85.9m last year. The £9.1m reduction

in these costs is primarily due to staff
reductions, some expenditure being
deferred into next year and Brand Empire
closure costs of £2.7m having been incurred
in the prior year.

Our total cost ratio, which is calculated with
reference to our gross rental income and
includes both direct and indirect costs, was
up slightly at 19.7% (2012: 19.2%) due to lower

rental income following disposals. Direct

costs were £8.8m higher than last year due to
increased provisions against tenant incentives
and the prior year benefiting from non-
recurring items, the largest of which was the
release against costs of £5.8m of dilapidation
provisions. Total costs were down slightly on
last year at £119.0m (2012: £119.3m) with the
reduction in net indirect expenses offsetting
the increase in direct costs. Table 5 below
provides a more detailed breakdown of

our costs.

VALUATION SURPLUS AND DISPOSAL PROFITS
A key component of our pre-tax profitis the
movement in the values of our investment
properties and any profits or losses on
disposals. Over the course of the year, the
valuation increase on our combined portfolio
was £217.5m, up 2.0%. We made a small net
loss on the disposal of investment properties
of £1.6m (2012: profit of £46.4m) and we
recorded a net gain on disposal of trading
properties of £38.0m, up from £5.2m last
year. The profit on sale of trading properties

includes £20.7m on the sale of all the
residential units at Wellington House, SW1,
following practical completion in October
2012 and £15.4m in contingent sale proceeds
on land at Bankside, SE1, sold for residential
development in 2005.

Abreakdown of the valuation surplus by
category is shown in table 6 over the page.

In aggregate, the like-for-like portfolio saw
a0.1% decline in value over the year to March
2013, driven by a reduction in rental values of
1.5% with little change in yields.

Shopping centres and shops declined in value
by 3.2%, largely due to a 5.1% fall in rental
values as the occupational market weakened.
Values in retail warehouses and food stores
were down by 6.1% due to a combination of
rental value decline and outward movement
in equivalent yields, particularly for larger

lot sizes. London offices reported a 2.4%
valuation surplus, driven by rental value
growth and lower yields at Mid-town and

COSTANALYSIS TABLES
Yearended 31March2013 2012
Cost Cost
TotalfEm  ratio % Total £m ratio %
Gross rental income' 589.9 Direct | |Managed operations 9.4 1.6 9.5 1.5
Net service charge expense (2.2)——— | property ——— > | Tenant default 8.3 14 2.9 0.5
Direct property expenditure (net) 40.0)}0—> costs — > | Void related costs 12.5 2.1 14.7 24
Net rental income 547.7 £42.2m |5 | Other direct property costs 9.4 1.6 7.6 1.2
|Indirect costs (40. 3)'% b
Segment profit before interest 507.4 —> | Development expenditure 17.8 2.9 13.4 2.2
|Unallocated expenses (net) (36.5)'% Indirect
: expenses
Net interest — Group (149.2) £76.8m 3
Net interest — joint ventures (31.0) Asset management,
administration
Revenue profit 290.7 and compliance 61.6  10.2 71.2 114
Total £119.0m Total 119.0 19.7 119.3 19.2
Total cost ratio 19.7%

1. Includesfinance lease interest, net of ground rents.

2. Allpercentages represent costs divided by gross rental income including finance leases before ground rents.



VALUATION ANALYSIS

TABLE 6

Movementin

Marketvalue Valuation Rentalvalue Netinitial Equivalent equivalent

31March2013 surplus change* yield yield yield

£m % % % % bps
Shopping centres and shops 2,384.4 (3.2) (5.1) 6.4 6.3 (3.0)
Retail warehouses and food stores 1,093.4 6.1) (2.2) 5.5 5.9 31.0
Leisure and hotels 450.8 0.7 0.3 6.7 6.7 (12.0)
London offices 3,656.0 2.4 1.3 5.1 5.5 (7.0)
Central London shops 842.4 8.4 2.2 4.2 5.3 (24.0)
Other (Retail and London) 100.4 (2.4) (6.2) 4.1 5.0 (47.0)
Total like-for-like portfolio 8,527.4 0.1) (1.5) 5.5 5.8 (5.0)
Proposed developments 123.6 3.7 n/a - n/a n/a
Completed developments 759.3 3.3 14 3.8 5.2 (8.0)
Acquisitions 593.1 (2.2) n/a 5.8 6.7 n/a
Development programme 1,443.0 16.8 n/a 0.7 5.3 n/a
Total combined portfolio 11,446.4 2.0 1.3) 4.7 5.7 (3.0)

*  Rentalvalue change excludes units materially altered during the year and Queen Anne’s Gate, SW1.

City properties. Central London shops saw
an 8.4% valuation surplus as equivalent yield
compression of 24 basis points was augmented
by a 2.2% increase in rental values.

Outside the like-for-like portfolio, proposed
developments were up 3.7% due to design
changes and lower than expected
construction costs following receipt of
tenders. Completed developments rose in
value by 3.3%, driven by yield compression
and rental value increases on the back

of lettings.

Purchase costs accounted for the 2.2%
valuation decline of acquisitions while the
development programme was up by 16.8% as
risk reduced on some of our major schemes
through pre-letting and construction progress.

EARNINGSPER SHARE

Basic earnings per share were 68.4p,
compared to 67.5p last year, an increase of
1.3% reflecting the small increase in profit
after tax, partly offset by the impact of
additional shares issued under the scrip
dividend scheme.

In a similar way that we adjust profit before
tax to remove capital and one-off items to
give revenue profit, we also report an adjusted
earnings per share figure. Adjusted diluted
earnings per share decreased by 4.4% from
38.5p last year to 36.8p per share this year.
This was mainly due to the decrease in
revenue profit, together with a small impact
from the additional shares issued under the
scrip dividend scheme.

TOTALDIVIDEND

We are recommending a final dividend
payment of 7.6p per share. Taken together
with the three quarterly dividends of 7.4p,
our full year dividend will be 29.8p per share
(2012: 29.0p) or £232.4m (2012: £225.5m).

Shareholders continue to have the
opportunity to participate in our scrip
dividend scheme and receive their dividend
in the form of Land Securities shares (a scrip
dividend alternative) as opposed to cash. The
average take-up for the four dividends paid
during the year was 21.8%. This resulted in
the issue of 6.6m new shares at between 726p
and 811p per share and £50.4m of cash being
retained in the business. However, in line
with our approach outlined last year to buy
back shares issued at a material discount

in connection with the scrip dividend, we
bought back 4.6m shares at a cost of £34.4m
atbetween 713p and 774p.

All of the cash dividends paid and payable
in respect of the financial year ended

31 March 2013 comprise Property Income
Distributions (PID) from REI'T qualifying

activities. In contrast to the cash dividends,
none of the scrip dividends paid to date
have been PIDs and therefore they have not
been subject to the 20% withholding tax
requirement which applies to PIDs for
certain classes of shareholders. The latest
date for election for the non-PID scrip
dividend alternative in respect of the final
dividend will be 24 June 2013 and the
calculation price will be announced on

2 July 2013.

Looking ahead, there is a limit to the amount
of non-PID scrip dividends we can pay due to
the REIT requirement to distribute 90% of
our earnings (calculated on a tax basis) as a
PID. As a result, we may need to suspend our
scrip dividend or offer it in the form of a PID
dividend. Any changes will be communicated
to shareholders in advance.

NET ASSETS ATTRIBUTABLE TO OWNERS OF THE PARENT TABLE7
Year ended Year ended

31March2013 31March 2012

£m £m

Net assets at the beginning of the year 7,155.4 6,811.5
Adjusted earnings 288.2 208.3
Valuation surplus on investment properties 217.5 190.9
(Loss)/profit on disposal of investment properties (1.6) 46.4
Profit on disposal of trading properties 38.0 5.2
Other 9.1) (17.9)
Profit after tax attributable to owners of the Parent 533.0 522.9
Cash dividends (178.4) (154.8)
Purchase of own shares and treasury shares (34.9) (18.5)
Other reserve movements 11.6 (5.7)
Net assets at the end of the year 7,486.7 7,155.4
Fair value of interest-rate swaps 24.5 20.8
Debt adjusted to nominal value (432.8) (450.9)
Adjusted net assets at the end of the year 7,078.4 6,725.3

Tothe extent taxis payable, all items are shown post-tax.



CASH FLOW AND NET DEBT TABLE 8
Year ended Year ended

31March2013 31March2012

£m £m

Net cash inflow from operations 246.7 254.1
Dividends paid (178.3) (153.1)

Non-current assets:

Acquisitions (243.9) (107.3)
Disposals 509.9 513.7
Capital expenditure (277.0) (307.0)
(11.0) 99.4

Loans repaid by third parties 0.8 22.8
Joint ventures (119.6) (45.5)
Business combination (404.3) -
Fair value movement of interest-rate swaps (1.6) (4.5)
Purchase of own shares (34.9) (18.5)
Other movements (13.2) (24.3)
(Increase)/decrease in net debt (515.4) 130.4
Net debt at the beginning of the year (3,183.2) (3,313.6)
Net debt at the end of the year (3,698.6) (3,183.2)

NETASSETS

At 31 March 2013, our net assets per share
were 959p, an increase of 38p or 4.1% from
31 March 2012. The increase in our net assets
was primarily driven by the increase in

value of our investment properties, profits

on disposal of trading properties and our
adjusted earnings, partly offset by the
dividends we paid.

In common with other property companies,
we calculate an adjusted measure of net
assets which we believe better reflects the
underlying net assets attributable to
shareholders. Our adjusted net assets are
lower than our reported net assets primarily
due to an adjustment to include our debt at
its nominal value. At 31 March 2013, adjusted
diluted net assets per share were 903p per

share, an increase of 40p or 4.6% from
31 March 2012.

Table 7 summarises the main differences
between net assets and our adjusted measure
of net assets together with the key movements
over the year.

CASHFLOW
A summary of the Group’s cash flow and

movement in net debt for the year is set out
in Table 8.

The main cash flow items are typically
operating cash flows, the dividends we pay

and the capital transactions we undertake.
Operating cash inflow after interest and tax
was £246.7m for the year ended 31 March 2013,
down slightly on the £254.1m received last year
following asset disposals. We spent £243.9m
acquiring new assets, including The Printworks
in Manchester and The Cornerhouse in
Nottingham, and we invested £277.0m in our
porttolio as capital expenditure. This net
investment was broadly funded by proceeds from
disposals including Arundel Great Court, WC2,
50% of Nova Victoria, SW1 (formerly Victoria
Circle) and St John’s Centre, Liverpool. We
invested a further £119.6m in our joint ventures
primarily to fund our developments at Nova
Victoria, SW1 and 20 Fenchurch Street, EC3.

The £404.3m business combination relates
to the cost of acquiring further units in
X-Leisure, all of its £280.6m underlying net
debt, aswell as 100% of its management
company.

OUR APPROACH TO GEARING

TABLES

When we consider gearing, we need to recognise that we have both financial gearing and operational gearing.
We aim to use both forms of gearing to enhance our returns without taking excessive risk.

Howitarises

The potential benefits andrisks

How we measure it

How we manageit

Financial - Debt we have on our - Magnifies the financial effects of - Assess in terms of - In normal market conditions: 35% to
balance sheet or in income and valuation movements. interest cover 45% LTV (inner range).
joint ventures. . ratios (ICR) and . . .

J - Accentuates negative as well as (ICR) - Certain stages in the cycle: 25% to 55%
ositive movements gz 70 Velloe LTV (outer range)
p : (LTV) ratios. 8¢

- Increased pace at which market factors
influence asset values is encouraging
us towards lower financial leverage.

- We also consider LTV including
unspent but committed development
capital expenditure.

Operational - Principally from - Magnifies the potential returns - Assess in terms of - Using conservative letting
development of available from capital invested income at risk assumptions, the income impact from
properties, in property. from capital the un-let element of our development

articularly if . - . invested. rogramme should not exceed
b Y - Higher volatility of valuation progratt " .
speculative. S . underlying retained earnings for
movements and potential income - The proportion of
. the year.
shortfalls. capital deployed

in development.

- Level of

committed capital
expenditure.

- Total development cost of current
developments should not exceed 20%
of total assets unless significantly
pre-let.

- Committed development expenditure
not to exceed 90% of available cash
and undrawn bank facilities.




GEARING TABLE 10
31March 31March
2013 2012
% %

Adjusted gearing* on
a proportionate basis 60.6 59,2
Group LTV 40.2 40.4

Group LTVona

proportionate basis 36.9 38.0
Security Group LTV 37.7 37.6

*Book value of balance sheet debt increased to recognise nominal value
of debt onrefinancingin 2004 divided by adjusted net asset value.

NETDEBTAND GEARING

As aresult of the cash flows described on
the previous page and, in particular, the
inclusion of 100% of the X-Leisure net
debt, our net debt increased by £515.4m
to £3,698.6m. Adjusted net debt, which

is presented on a proportionate basis and
includes the nominal value of our debt but
excludes the mark-to-market on our swaps,
was up £308.8m at £4,290.2m (31 March
2012: £3,981.4m).

Since our general approach on capital
transactions is for asset disposals to fund
our capital expenditure and acquisitions,
we would expect our adjusted net debt to be
relatively stable over time. This is not a strict
target and the strength of our balance sheet
allows us to take advantage of opportunities
as they arise. This year, we saw an opportunity
to increase our exposure to leisure assets
through acquisitions, which led to the
£308.8m increase in adjusted net debt.

In contrast, last year’s adjusted net debt
declined by £204.5m as we sold some
secondary assets but saw fewer investment
opportunities.

Table 10 above sets out various measures
of our gearing.

Despite the increase in debt compared to
last year, our LTV measures are broadly
unchanged as a result of the increase in the
value of our assets. The measure most widely
used in our industry is loan-to-value (LTV).
We focus most on Group LTV presented on
a proportionate basis. This LTV measure
declined from 38.0% at March 2012 to 36.9%
at March 2013, which is in line with our
strategy at this stage in the property cycle

of allowing gearing to decline as property
values rise.

The small rise in our Security Group LTV to
37.7% (2012: 37.6%) is a result of increasing
the funding to our joint ventures using
cheaper Group facilities in place of separate,
standalone finance.

Our interest cover, excluding our share of joint
ventures, has reduced from 2.5 times in 2012 to
2.4 times in 2013. Under the rules of the REIT
regime, we need to maintain an interest cover
in the exempt business of at least 1.25 times to
avoid paying tax. As calculated under the REI'T
regulations, our interest cover of the exempt
business for the year to 31 March 2013 was

2.1 times. Further information on our
approach to gearing is included in table 9 on
the previous page.

FINANCING STRUCTUREAND STRATEGY

The total capital of the Group consists of
shareholders’” equity, non-controlling
interests and adjusted net debt. Since IFRS
requires us to state a large part our net debt
at below its nominal value, we view our capital
structure on a basis which adjusts for this.
Table 11 below outlines our main sources of
capital. Further details are given in notes

31 and 32 to the financial statements.

In general, we follow a secured debt strategy
as we believe that this gives the Group and

joint ventures better access to borrowings
and at lower cost. Other than our finance
leases, all our borrowings at 31 March 2013
were secured.

Akey element of the Group’s capital structure
is that the majority of our borrowings are
secured against a large pool of our assets

(the Security Group). This enables us to raise
long-term debt in the bond market as well as
shorter-term flexible bank facilities, both at
competitive rates. In addition, the Group
holds a number of assets outside the Security
Group structure (in the Non-Restricted
Group). These assets are typically our joint
venture interests, our interest in X-Leisure or
other properties on which we have separate,
asset-specific finance. By having both the
Security Group and the Non-Restricted
Group, and considerable freedom to move
assets between the two, we are able to raise
the most appropriate finance for each
specific asset or joint venture.

Importantly, we can use borrowings raised
against the Security Group to fund
expenditure on both acquisitions and
developments. At a time when finance to
tund capital expenditure on speculative
developments remains scarce, this gives the
Group a considerable advantage in being
able to develop at this point in the cycle.

During the year, in the Security Group,

we extended a £135m bilateral revolving
credit facility, which was due to expire in
November 2014, to March 2018 and
marginally improved the headline pricing to
Libor +120 basis points. This facility extends
our pool of committed facilities beyond that
of the £1,085m revolving credit facility which
has an expiry date of December 2016. We also
successfully charged our equity interest in
the Nova Victoria partnership in the year.

FINANCING STRUCTURE TABLE 11
Adjustment 2013 2012
for
proportionate Joint Joint

Group share ventures Combined Group ventures Combined

£m £m £m £m £m £m £m

Bond debt 3,353.8 - - 3,353.8 3,363.5 - 3,363.5
Bank borrowings 801.7 (122.5) 340.1 1,019.3 300.0 393.4 693.4
Amounts payable under finance leases 28.7 (1.9) 4.5 31.3 23.3 4.5 27.8
Less: cash and restricted deposits (72.6) 114 (53.0) (114.2) (59.2) (44.1) (103.3)
Adjusted net debt 4,111.6 (113.0) 291.6 4,290.2 3,627.6 353.8 3,981.4
Non-controlling interests - - - - 0.2 - 0.2
Adjusted equity attributable to owners of the Parent 7,070.0 - 8.4 7,078.4 6,711.0 14.3 6,725.3
Total adjusted equity 7,070.0 - 8.4 7,078.4 6,711.2 14.3 6,725.5
Total capital 11,181.6 (113.0) 300.0 11,368.6 10,338.8 368.1 10,706.9




Introducing this asset into the Security
Group is important as its value will grow as
we invest significantly in the redevelopment
of Nova Victoria, SW1.

In the Non-Restricted Group, our Oriana
joint venture with Frogmore entered into
anew £195m four year investment and
development facility. The facility replaced
an existing £144m loan due to mature on
30 May 2013 and, importantly, provides a
£25m development commitment to part
fund our planned phase two development
at the eastern end of Oxford Street.

The weighted average duration of the Group’s
debt (on a proportionate basis) is 9.7 years
with a weighted average cost of debt of 4.9%.

HEDGING

We use derivative products to manage our
interest-rate exposure, and have a hedging
policy which generally requires at least 80%
of our existing debt plus increases in debt
associated with net committed capital
expenditure to be at fixed interest rates for
the coming five years. Specific interest-rate
hedges are also used within our joint
ventures to fix the interest exposure on
limited-recourse debt. At 31 March 2013,
Group debt (on a proportionate basis) was
90.7% fixed (2012: 94.8%) and the notional
amount of outstanding interest-rate swaps
at 31 March 2013 was £1,230.4m.

TAXATION

As a consequence of the Group’s conversion
to REIT status, income and capital gains
from our qualifying property rental business
are now exempt from UK corporation tax.
No tax charge arose in respect of the current
year (2012: £8.0m tax credit). At 31 March
2013 the Group held a provision of £21.3m
(2012: £21.3m) for interest on overdue tax

in relation to a dispute with HMRC, which
has now been resolved. The liability will be
settled during 2013/14.

NETPENSION SURPLUS

The Group operates a defined benefit
pension scheme which is closed to new
members. At 31 March 2013, the scheme
was in a net surplus position of £5.9m
compared to a deficit of £2.4m at 31 March
2012. The change is primarily due to a
£30.4m increase in the value of the scheme’s
assets as a result of the return from scheme
investments. Further information regarding
the defined benefit pension scheme,
including the assumptions adopted and the
related sensitivities, can be found in note 34
to the financial statements.

Mu‘:— Qrw—-o_\_'—‘:k'*'

Martin Greenslade
Chief Financial Officer



OURPRINCIPALRISKS AND
HOW WE MANAGE THEM

Our Board recognises the importance of
identifying and actively monitoring the full
range of financial and non-financial risks
facing the business. By regularly reviewing
the risk appetite of the business, the Board
ensures that the risk exposure remains
appropriate at any point in the cycle. Whilst
responsibility for risk management clearly
rests with the Board, the management of risk
is embedded as part of our everyday business
activities and culture and all our employees
are responsible for maintaining the control
framework.

Importantly the Board perceives risk not only
as having a potential negative influence on
the business but also as an opportunity that
can be a source of financial outperformance.

For effective risk management it is necessary
that the identification, assessment and
management of known and emerging risks
form part of a dynamic process. (See page 72.)

We manage risk by operating a “Three lines
of defence’ risk and control model. The first
line lies with operational management
implementing and maintaining effective

internal controls. They are supported by
anumber of oversight functions which form
the second line. Internal Audit serves as the
third line, tasked with reviewing controls and
risk management procedures, identifying
areas for improvement and reporting to
Senior Management and the Audit
Committee. Due to its independence and
objectivity, Internal Audit is able to provide
reliable assurance on the effectiveness of the
overall governance, risk management and
internal control processes.

RISKMANAGEMENT PROCESS

- § identify

Report risks
and mitigation  yp contextuqfise
to the Board risk i terms
of our goals and
objectives
i 7

Re-assess risk
post-mitigation

Develop action
plans to mitigate

CHART 12 RISKAND CONTROL-‘THREE LINES OF DEFENCE’ CHART13
Senior Manggement Audit Committee
Assess
and quantify T /I\ /I\ T

Tst line of defence 2nd line of defence 3rd line of defence

—Management — Financial control — Internal Audit

— Internal control — Risk management

framework - Health and safety

— Environment
— Business standards
— Legal

The following tables show the principal risks and uncertainties facing the business, the Board’s view on how they have changed over the year,

the processes by which we aim to manage them and which of our strategic objectives they impact.

PRINCIPAL RISKS KEY

Strategic goal and objectives

Ouroverall goal s to provide attractive and sustainable

total returns for our shareholders by being at the
forefront of meeting the space requirements of our
customers. To deliver that strategy, we have set

1. Deliver sustainable long-term
shareholder returns.

2. Maximise the returns from the
investment portfolio.

3.Manage our balance sheet effectively. 7. Continually improve sustainability

5.Ensure high levels of customer

Change from last year

satisfaction. A Increased
6. A‘ttract, develop, r(.etal.n ‘and motivate No change
high performance individuals.
'V Reduced

ourselves seven fundamental objectives: 4. Maximise development performance.
performance.

PEOPLE

Risk description Impact Mitigation Change from2011/12 Strategic objectives

People

p49-50

Inability to attract, - Lack the skills - Competitive remuneration plans. 1,6

retain and develop necessary to deliver . . . . . Stable senior

. L - Appropriate mix of insourcing and outsourcing. o .
the right people. the business management team
objectives. - Clear employee objectives and development plans. with clear evidence of

employee progress.

- Annual employee engagement survey.

- Succession planning and talent management.




FINANCIAL

Risk description Impact Mitigation Change from2011/12 Strategic objectives
Liability structure
p30-31
Lack OfaValléil.blllty - Increas.ed cost of - £1.1bn revolving credit facility in place, which matures in 2016 'V 1,3
of bank funding. borrowing. and a £135m bilateral facility which matures in March 2015. Despite continuing
- Limits a‘bil.ity to - Access to different sources of finance with most of our '&? cgrtalnt.y 11 n b(t)th
meet existing debt funding on a long-term basis and with a spread of maturity ¢ frhanclatsector

maturities and fund

dates. The weighted average life of our debt at 31 March 2013

and the eurozone, the

forward cash is 9.7 years. costand availability
requirements. ) ) of medium- and
— Modest gearing (Security Group LTV at 31 March 2013 of 37.7%).  long-term facilities
have improved.
Liability structure  —Reduced financial -The Group’s Asset and Liability Committee meets three 1,3
is unable to adapt and operational times a year to monitor both sides of the balance sheet and
to changing asset flexibility. recommend strategy to the Board.
strrstc;g?tl O\I;alue - Missed business - We manage the business within an inner gearing range
property ’ opportunities and of 35% to 45% LTV in normal market conditions.
{}ingher' costof - Security Group structure allows assets to be sold and ability
nancing. .
to raise new debt.
- Our principal debt funding structure benefits from financial
default only being triggered at 1 times Security Group
ICR (currently 4.1 times) or 100% Security Group LTV
(currently 37.7%).
- Atless than 1.45 times ICR or greater than 65% LTV, a
persuasive covenant regime applies which is designed to
preserve cash for the potential protection of lenders and
encourage the business to reduce debt.
- The existing revolving credit facility provides flexibility
as it allows debt to be drawn in certain circumstances even
when the Security Group LTV exceeds 65%.
REGULATORY
Risk description Impact Mitigation Change from2011/12 Strategicobjectives
Health and safety
p48-56
Accidents causing - Criminal/civil - Board responsibility for health and safety. 1,5
injury to proceedings - ) .
g, and resultant Quarterly Board reporting.
contractors, reputational - Dedicated specialist personnel.
STEToE] visitors Capes - Annual cycle of health and safety audits.
to our properties.
- Established policy and procedures including ISO 18001
certification.
Environment
p48-56
Properties do - Increased cost base. - Board responsibility for environment. 1,5,7
not comply i — Inability to attract - Dedicated specialist personnel. .(Jontlnulng
legislation or or retain tenants investment and focus
meet customer ’ - Established policy and procedures including ISO 14001 on energy and waste
expectations. certified environmental management system. management across

— Active involvement in legislative working parties.

- Active environmental programme addressing key areas

of energy and waste.

the portfolio.




PRINCIPAL RISKS KEY

Strategic goal and objectives

Our overall goal is to provide attractive and sustainable
total returns for our shareholders by being at the
forefront of meeting the space requirements of our
customers. To deliver that strategy, we have set

ourselves seven fundamental objectives:

1. Deliver sustainable long-term
shareholder returns.

2. Maximise the returns from the
investment portfolio.

3. Manage our balance sheet effectively.

4. Maximise development performance.

satisfaction.

performance.

5.Ensure high levels of customer

6. Attract, develop, retain and motivate
high performance individuals.
7. Continually improve sustainability

Change from last year
A Increased

No change
'V Reduced

PROPERTY INVESTMENT

Risk description Impact Mitigation Change from2011/12 Strategic objectives
Customers
p48-56
Pressure on - Shift in customer - Large and diversified tenant base (our largest retail tenant, A 1,2,5
consumer demand with Arcadia, represents only 2.3% of rents). Trading conditions
spending. consequent impact . . . continue to be ver
p & q timp - Of our income, 62.8% is derived from tenants who make . Y
on new lettings, B difficult for tenants,
> less than a 1% contribution to rent roll. . o
renewal of existing particularly within the
leases and rental - High quality property portfolio, of which 58.9% is located retail sector, resulting
growth. in London. in a number of tenant
. . . . failures.
- Retail tenants - Target for maximum percentage of leases subject to expiry
unable to meet in any one year.
existing rental . .
'8 - Experienced leasing team.
commitments.
- Active development programme to maintain a modern
portfolio well suited to occupier requirements.
- Strong relationships with occupiers.
— Variety of asset types and, for the Retail Portfolio,
geographic spread.
Market cyclicality
p22-31
Volatility and - Reduces liquidity - Large multi-asset portfolio. 1,2
speed of change and relative . . .
P 8 - Monitor asset concentration (our largest asset is only 5.9%
of asset valuations property . L
of the total portfolio).
and market performance.
conditions. - Average investment property lot size of £67.3m.
- Generally favour full control and ownership of assets
(14.0% of assets currently in joint ventures).
- Average unexpired lease term of 9.1 years with a maximum
of 11.0% of gross rental income expiring or subject to break
clauses in any single year.
Acquisitions
p22-31
Inability to acquire - Reduction in - Experienced investment team. 1,2,3

new assets to
replace properties
that have been
sold or are in the
process of being
redeveloped.

revenue profits.

- Integrated portfolio and investment management teams.

- Ability to control level of property sales.

- Risk analysis of speculative development pipeline on capital
and income basis.

- Strategy of flexing size of development programme
according to the outlook for the market cycle.

Although the risk is
not considered to have
changed from the
prior year, there
remains a lack of
attractively priced
assets in both the
London and retail
sectors. Despite this,
we have broadly
balanced sales with
development
expenditure and
acquisitions,
increasing the
proportion of leisure
within our business in
line with our strategy.




DEVELOPMENT

Risk description Impact Mitigation Change from2011/12 Strategic objectives
Development
p22-31
Occupiers - Negative - The impact of failing to lease the un-let element of our 1,2,3,4
reluctant to enter valuation development programme must not exceed the Group’s Difficult trading
into commitments movements. retained earnings. conditions continue to
to take new . . . . affect tenant appetite

- - Reduction in - Proportion of capital employed in development programme PP
space in our . . . to take on new space,

income. (based on total costs to completion) will not exceed 20% of our . Ly

developments. particularly within the

total capital employed, save that where a material part of the
development programme is pre-let, this proportion can rise
to 25%.

— Monitor the level of committed future capital expenditure
on our development programme relative to the level of our
un-drawn debt facilities.

- Monitor market cycle and likely tenant demand before
committing to new developments.

- Risk analysis of speculative development pipeline on capital

retail sector. Despite
this our development
programme continues
to attract good

quality tenants with
Trinity Leeds 89%

let prior to opening,
20 Fenchurch Street
51% pre-let ahead
ofits April 2014

and income basis.

- Strategy of flexing size of development programme according
to the outlook for the market cycle.

completion and
62 Buckingham Gate
now 10% pre-let.

CURRENT ASSESSMENT OF PRINCIPALRISKS
The inherent and residual positioning of our
principal risks are illustrated in the diagram
opposite in terms of impact and likelihood.
The inherent or gross risk is the risk that an
activity would pose if no controls or other
mitigating factors were in place. The residual
risk (net risk) is the risk that remains after
controls have been taken into account.

Very high

Impact

Risk

1. Liability structure
2. Customers

3. Market cyclicality
4. Acquisitions

5. Development

6. People Unlikely
7. Health and safety

8. Environment

Low

EMERGING RISKS
Emerging risks are those for which the full
extent and implications are not yet fully

Uncertain

understood. The diagram opposite indicates @

our current assessment of these risks in terms
of the likelihood, timeframe and impact to
our business.

Likelihood

Risk

1. Eurozone crisis

2. Climate change

3. Cyber-terrorism

4. Power shortages

5. Increased energy regulation
6. Increased financial regulation

Certain

<6 months

@ Inherent risk

Residual Risk

@ ©
@

Likelihood Almost certain

@ High impact

Medium impact

@ Low impact

Time Uncertain



HIGHLIGHTS

-1.5%

Valuationdeficit

£11.0m

Development lettings

£50L.5m

Acquisitions, including The
Cornerhouse, Nottingham,
The Printworks, Manchester
and X-Leisure

86,600m? of retail space
completed at Trinity Leeds
and Buchanan Street,
Glasgow

Investment lettings of £14.6m,
0.3% above ERV (excludes
pre-development properties)

Like-for-like voids down from
3.3% to 2.9%

PROGRESS AGAINST OUR OBJECTIVES FOR 2012/13

Objective

Progress

Outperform IPD sector benchmark.

The portfolio outperformed its IPD sector
benchmark by 2.7%.

Protect occupancy by dealing effectively with
retailer administrations.

31 March 2013 voids lower at 2.9%. Units
in administration unchanged at 2.3%.

Progress development lettings at Trinity
Leeds; 185-221 Buchanan Street, Glasgow;
Bishop Centre, Taplow; Peterborough; Derby;
and Selly Oak.

Letting levels at these schemes at 31 March
2013: Trinity Leeds 89%; 185-221 Buchanan
Street, Glasgow 99%; Bishop Centre, Taplow
76% pre-let; Peterborough 0%; Derby 0%;
and Selly Oak 39% pre-let.

Schemes completed on time and to budget at
Trinity Leeds and 185-221 Buchanan Street,
Glasgow (excluding residential element of
Buchanan Street, Glasgow, which was not due
to complete during the year).

Both achieved.

Commence out-of-town developments at
Crawley, Taplow, Derby and Chadwell Heath.

All achieved except Derby, where we changed
our strategy for the asset during the year and
we are refurbishing the existing park.

Enter into a development agreement with
Oxford City Council for Westgate Centre,
Oxford.

Not achieved but achieved since the year end.

Submit planning applications at Exeter and
three new sites secured in our out-of-town
pipeline.

We deferred the Exeter application to extend
our pre-application consultations. We secured
four sites in our out-of-town pipeline.

Land Securities Annual Report 2013




DIRECTORS' REPORT

OURMARKET

The retail market continues to reflect an uncertain
national economy and straitened circumstances
for many consumers. This, together with
continuing structural change, has impacted on
retailer demand, caused a number of major
retailers to enter into administration, and resulted
in falling capital and rental values.

Investment volumes in retail property have
been at historically low levels reflecting this
uncertainty, although prime assets both

in- and out-of-town have attracted strong
interest when brought to the market.

The sector continues to see a rapid change in
consumer behaviour. Shoppers are making
fewer trips but spending more per trip. In
many centres, footfall is down but sales are
up. People are increasingly looking for more
convenient ways to shop. They expect more
from the time they spend shopping and this
is driving a long-term structural shift in
retailing activity away from smaller towns and
high streets towards larger shopping centres
and edge-of-town locations and away from
weaker retailers to the bigger brands who
have invested in omni-channel. Consumers
are increasingly using their mobile devices
to check prices and look for offers when
visiting shops. They demand a connected
environment which makes the information
they want accessible. Leisure is an ever

more important part of the retail mix, with
consumers looking to visit cafés, restaurants,
cinemas and other entertainment venues
along with shopping for products.

In this fast-changing market, there continues
to be demand from strong retailers for the
right space in the right locations. Consumer
weakness is holding back rental values, but
we see opportunities to create value through
asset management and development activity
which is well matched to shoppers’
expectations and requirements. It is clear
that the most successful retail property
owners will be those who enable retailers

to respond to consumer trends in smart,
efficient and innovative ways.

OUR STRATEGY

We aim to create value by providing our
customers with new or more efficient space
that helps drive their profits. We look to
improve our assets, raising them up the retail
hierarchy and improving their appeal relative
to the competition. We constantly look for
ways to reduce voids, using our established

Land Securities Annual Report 2013

relationships with retailers to anticipate
administrations early and secure new
occupiers swiftly. We will continue to identify
properties for sale in order to recycle capital
into new opportunities.

We are focused on owning and developing
dominant or destination centres in thriving
locations. We are developing our edge-of-town
and out-of-town assets in response to growing
demand for convenience from shoppers and
new formats from retailers. We are also
increasing the proportion of leisure in our
retail assets reflecting increasing consumer
demand for experiences and investing in
standalone leisure assets based on strong
property fundamentals, our established
relationships with operators and the resilience
of the sector to structural change.

We aim to be at the forefront of digitising
retail environments and helping retailers

to pursue multi-channel strategies. We were
the first to commit to free wifi in our centres,
introduce Google product search and to
trial Amazon lockers. We will continue to
experiment with new ideas that have the
potential to improve customer experience
and help retailers connect profitably with
their shoppers. Through our work on
Trinity Leeds, we will be assessing the wider
potential of our new Customer Relationship
Management system, a navigation app, and
the use of interactive screens.

OURPERFORMANCE

The portfolio produced an ungeared total
property return of 4.6%, outperforming its
sector benchmark in the IPD Quarterly
Universe by 2.7%. Our shopping centres
outperformed the IPD sector benchmark by
3.0%. Retail warehouses outperformed the
sector benchmark by 0.6%.

The portfolio was valued at £5,348.0m at

31 March 2013, up £596.8m over the year,
following a year of significant net investment,
slightly offset by a 1.5% overall valuation
decrease. Shopping centres and shops were
down 0.4%. Retail warehouses and food stores
were down 4.8%. Leisure and hotels were

RETAILPORTFOLIO CHART 14
BY CAPITALVALUE £5.35bn
O shoppingcentres  59.1%
andshops
Retail warehouses 22.1%
andfood stores
Leisureand hotels  18.1%
© Other 0.7%
RETAILVALUE TRENDS CHART15

Rental and capital value trends %
12 months ended 31 March 2013

Shopping centres Retail warehouses Retail

and shops and food stores Portfolio

0

-1 -0.4

2 -1.5

-2.2
-3
-4
-39
-5
-4.8
-51
-6
B Rentalvalue change (like-for-like)
Valuationsurplus

VOIDS AND UNITS CHART 16
INADMINISTRATION

Like-for-like Retail Portfolio %
12 months ended 31 March 2013

Shopping centres Retail warehouses Retail

and shops and food stores Portfolio
28
22
22 23
23
37 18

Mar Sep Mar
12 12 13 12 12 13 12 12 13

Mar Sep Mar Mar Sep Mar

Unitsin administration
M Voids

37



RETAILPORTFOLIO
FLOORSPACE 1.63 MILLION m?

CHART 17

NET RENTAL INCOME

TABLE 19

31March2013 31March 2012 Change
£m £m £m
O Sshoppingcentres  48.1% - — - .
Rotailwarehouses 221550 Like-for-like investment properties 248.8 250.3 (L1.5)
Leisureand hotels 28.3% Proposed developments - - -
O Other Ll Development programme 4.3 4.6 (0.3)
Completed developments 9.3 7.4 1.9
Acquisitions since 1 April 2011 11.5 1.3 10.2
Sales since 1 April 2011 2.5 16.1 (13.6)
Non-property related income 4.3 4.0 0.3
Net rental income 280.7 283.7 3.0)
TOP10RETAILCLIENTS CHART18
% of Group
- rent down 0.2%. Rental values on our like-for-like | Our asset management teams will remain
Arcadia Group 2.3 : : : : .

: ) portfolio (excluding units materially altered extremely busy as they look to maximise
Sainsbury’s 1.9 during the year) were down by 5.1% for our occupancy and returns through proactive
Primark L5 | shopping centres and shops, and down by initiatives. We will continue to time and
Boots 1.5 | 2.2%for our retail warehouses and food de-risk our developments with care, in line
Next 1.4 stores reflecting difficult market conditions. with market dynamics.

Dixons Retail 1.3 Despite a number of retailer insolvencies, Overall, we see increasing distance between
M&S 1.1 we reduced voids across our like-for-like the best retail assets, with their ability to
H&M 1.1 portfolio from 3.3% at March 2012 to 2.9% meet people’s desire for convenience and
Debenhams 1.0 at March 2013. 1.1% of these are subject to great shopping experiences, and the rest.
: temporary lettings. Units in administration We expect that our responsive approach to
H Retail G 1.0 . . . .
ome Betar brodp were 2.3%, unchanged from March 2012. multi-channel retailing, leisure, food and
e Footfalli hobbi foli beverage and digitally enhanced retailing
Retail other (excluding Accor) 34.5 ootiall i our SHopping centre portiotoWas iy el set us apart. Our portfolio and
down 2.6% in the year ended 31 March 2013.
Total 48.6 . strategy are well matched to the market
The national benchmark was down 3.7%
. we see ahead.
over the same period. Our measured same
HOW WE CREATE VALUE store like-for-like sales were up 0.8%, while
KEY OBJECTIVES FOR2013/14

We aim to deliver growing rental income streams,
higher asset values and future development
opportunities by:

Owning and creating assets able to thrive in
a fast-changing retail environment.

Developing assets that can transform
undervalued areas into thriving destinations.

Acting decisively to crystallise value and
recycle capital.

Using asset management expertise to make
locations more attractive to shoppers
and retailers.

Forming close relationships with retailers
and local authorities, so we can respond
to stakeholders’ changing needs.

&) SIS G LI No R

the BRC benchmark was up 0.4%. Our same
centre sales, taking into account new lettings
and tenant changes, were up 3.7%. Our

measured retailers’ rent/sales ratiowas 10.2%.

Total occupancy costs (including rent, rates,
service charges and insurance) represented
17.9% of sales.

Net rental income decreased by £3.0m from
£283.7m to £280.7m see table 19. The
reduction is primarily due to the cessation of
income on properties sold last year, notably
St John’s Centre, Liverpool and Corby Town
Centre, which has not been fully offset by
the additional £10.2m of income from
acquisitions. Within the like-for-like
portfolio, higher costs associated with tenant
failures, including Clinton Cards, Comet,
HMYV and Dreams were only partly offset by
reduced void related costs, as we increased
occupancy levels compared to last year.

OUROUTLOOK

We expect the retail market to remain tough,
but with increasing opportunities for us as
we move swiftly to address evolving consumer
and retailer demand. The quality of our
portfolio, the relationships we have with
retailers and our ability to develop new and
better space in the best locations will be
increasingly important. Our strong balance
sheet enables us to progress transactions and
developments when others can't.

- Outperform our IPD sector benchmark

- Complete the letting of Trinity Leeds

- Progress pre-lettings at Buchanan
Galleries, Glasgow

- Submit planning application for Westgate
Centre, Oxford

- Achieve pre-lettings on our out-of-town
development programme and progress
planning applications

- Achieve planning permission for the
Selly Oak development in partnership
with Sainsbury’s

- Complete developments at Crawley and
Chadwell Heath

- Sale of specific assets to fund our
investment activity
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TRINITY LEEDS
IN FOCUS

Our new development reflects the growing importance
4m of digital technology in retailing. The centre is a

Custormervisitsin multi-channel space where customers can use Google ;
firsttwomonths product search to check stock availability in the stores; oy
navigate and receive promotions through our app; and
9 OO O collect orders placed online.
Theinstant popularity of the centre’s Facebook page
Downloads of our R . . .
appsofar makes it the largest social media group in Leeds. The
page enables us to share news and promotions and ask
for feedback. Such digital initiatives are helping us to
increase footfall, support retailers and offer an even
Facebookfans better shopping experience.
Visitsto

www.trinityleeds.com

1. Multimedia 3. Student Takeover

2 Moreinformation:

Retailers can send out During our ‘Student .
} . . See more on the great ideas
news and offers for Takeover’ eventin April, . L.
. - drawing people to Trinity Leeds
shoppers viaour app, retailers sent 47 new O
emails, website, mobile offersviaour digital www.landsecurities.com/
website and network of channels. annualreport2013.

digital screens. 4.Mobile app

2.Brand immersion TheTrinity Leeds Appisall
Overthefirstfourdaysof ~ about personalising your
opening, Sonytookevery  experiences with Trinity
minute of advertisingand ~ Leeds.

event space inthe centre,

including the full screen

network.

Land Securities Annual Report 2013



OURKEYASSETACTIVITY-ATAGLANCE
How we turned a clear plan for every asset into action during the year.

Acquisitions

and sales

Acquisitions in the year -The Cornerhouse, Nottingham - We also made a further £43.3m of other acquisitions
totalled £501.5m atan Acquired for £50.0m, this 20,900m? asset is anchored by including the freehold of the O2 Centre, Finchley Road,
average yield of 6.0%. a 14-screen cinema and includes 11 restaurants, two bars, and the Boar Lane car park in Leeds.

In line with our plan to anightclub and a casino.

increase our exposure - Sales during the year were £56.2m including the sale of

. S —The Printworks, Manchester Cathedral Plaza, Worcester, our share of the BHS store at
signifi car;t acquisitions Acquired for £93.8m, the city’s dominant leisure destination StDavid’s, Cardiff and the partial sale of Bridgewater Park,
attracts around eight million visitors each year. Northern Ireland. Since the year end we have sold Clayton

in the year were all

T p—— —X.Leisure ?}quzre, Iéi.verpool and a small asset at Stonehills, Welwyn
During the year we acquired a further 47.4% equity interest arden Lity.
in the X-Leisure Unit Trust and 100% in X-Leisure Limited,
the management company of the fund, for £128.2m. The
transaction provides us with exposure to 16 leisure assets across
the UK, and takes our interest in the fund to 59.4%. Our share
of the underlying assets at 31 March 2013 was £351.1m.
Asset management
This was a very busy - Debenhams —The O2 Centre, Finchley Road
year for our asset In September, we opened a 5,800m? department store for During the year we reconfigured space with lettings to Oliver
managementteamsas Debenhams at the Ravenside Retail Park in Chesterfield. Bonas, Paperchase and Bo Concept. We also increased the
they worke.d to improve We also entered into an agreement for lease for a 7,600m? first floor restaurant space, and Vue Cinemas added four
space and introduce Debenhams department store at Southside, Wandsworth, new screens. Having also acquired the freehold interest,
new formats. which is part of our Metro joint venture with Delancey. we are now looking at more extensive development options.
- John Lewis Partnership - Nene Valley Retail Park, Northampton
We enabled John Lewis to open its first flexible format We lengthened income through lease restructuring,
department shop in October. Located in Exeter and taking the average unexpired lease term on the park from
occupying 10,080m? over five floors, the store offers 3.5 years to 8.5 years.
tl:iitl?ug(ihirlliﬁewm range by combining physical and — Bexhill Retail Park
onithe retating. We secured planning permission for a 4,920m? M&S store
- Primark at this park. Works are due to complete in August 2013.
5 5 2 ?
In October we also opened a 6.,:)00m store_fgr Prlmgrk at _ Ravenside Retail Park, Chesterfield
Westwood Cross, Thanet, adding to an exciting fashion offer . . N . .
- p . We achieved planning consent for the construction of an
at the centre. In November, we opened a 5,550m? store for . 3 . .
. . . . additional 2,460m? of floorspace in two new stores, which
Primark at The Bridges, Sunderland, creating a major new gy
we pre-let to Asda Living and Hobbycraft. Works are due to
anchor for the centre. .
complete in September.
_ Klngsmea.d, Bath . , . . - Accor Hotel Portfolio
The opening of Frankie & Benny’s during the year took this . . . . .
1.8 We are engaging with Accor to discuss strategy in relation
8,400m? leisure and restaurant complex to 100% let. We : ! ——
. to the break options they have on these leases in 2019. This
have also forward purchased a 108-bedroom Premier Inn . . .
L . will enable us to plan our exit from this non-core part of
hotel next to the centre which is due to be completed in . .
our portfolio over time.
October 2013.
Development
and planning
Building on our early - Trinity Leeds - Bishop Centre, Taplow
mover advantage, we The scheme opened on schedule, to budget and 95% let In September we secured full planning consent for the
pushed forward with or in solicitors’ hands. Occupiers include M&S, Primark, redevelopment of the existing site. We have committed to
development ban{d Apple, Superdry, Hollister, Next, River Island, H&M, the new 12,260m? development, which is 76% pre-let to
on strong pre-lettings. Topshop/Topman, Urban Outfitters and Victoria’s Secret. Tesco, TK Maxx, Nike, Frankie & Benny’s and Costa.
- 185-221 Buchanan Street, Glasgow - Buchanan Galleries, Glasgow
The scheme opened on schedule, to budget and is now fully Since the year end we have signed M&sS as the anchor
let. The retail element of the scheme includes Forever 21, tenant and secured outline planning permission for
Paperchase, Gap, Fat Face and Watches of Switzerland. a43,100m? extension to the scheme with an improved
— Whalebone Lane, Chadwell Heath public realm and a link into Queen Street station.
In March we started work to refurbish and upgrade a unit - Westgate Centre, Oxford
previously let to B&Q. The store is pre-let to Asda. We have With our joint venture partner, the Crown Estate, we have
also let an adjacent 1,223m? store to B&M Stores. exchanged a conditional agreement for lease with anchor

tenant, John Lewis, and entered into a development
agreement with Oxford City Council. This provides
the opportunity to develop a scheme of approximately
72,000m? in an undersupplied retail location.

- Crawley
We started development of a 7,000m? supermarket, which
is pre-let to Morrisons, along with 600m? of restaurant
space and a 110-bedroom Travelodge hotel.
The scheme is 94% pre-let.
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RETAIL DEVELOPMENT PIPELINE AT 31 MARCH 2013 TABLE 20
Forecast
Estimated/ Total total
Ownership Letting Market Netincome/ actual  development  development
Description interest Size status value ERV completion coststodate cost
Property ofuse % m? % £m £m date £m £m
Developments after
practical completion
Trinity Leeds Retail 100 75,900 89 435 29.9  Feb2013 333 377
Developments approved
or in progress
185-221 Buchanan
Street, Glasgow Retail 100 10,700 99 83 4.7 Mar2013 48 60
Residential 4,200 Sept 2013
Whalebone Lane, Chadwell Heath Retail 100 5,700 100 19 1.3 Aug 2013 14 18
Crawley Retail 100 11,000 94 18 2.6 Nov2013 17 38
Bishop Centre, Taplow Retail 100 9,390 76 24 2.7 Mar2014 20 39

Floor areas and letting status shown above represent the full scheme whereas all other figures represent our
proportionate share. Letting % is measured by ERV and shows letting status at 31 March 2013. Trading property
development schemes are excluded from the development pipeline. Cost figures given for proposed schemes could

still be subject to material change prior to final approval.
Total development cost

Total development cost refers to the book value of the land at the commencement of the project, the estimated capital
expenditure required to develop the scheme from the start of the financial year in which the property is added to our

and Se es A al Report 20

development programme, together with capitalised interest being the Group’s borrowing costs associated with direct
expenditure on the property under development. Interest is also capitalised on the purchase cost of land or property
whereitis acquired specifically for redevelopment. Of the propertiesin the development pipeline at 31March 2013,
interest was capitalised on the land cost at Trinity Leeds, 185-221 Buchanan Street, Glasgow and Crawley. The figures for
total development costsinclude expenditure on the residential element of 185-221Buchanan Street, Glasgow of £12.9m.

Netincome/ERV
Netincome/ERV represents net headline annual rent on let units plus ERV at 31 March 2013 on unlet units.
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HIGHLIGHTS

5.4%

Valuationsurplus

£11.8m

Investment lettingsat6.8%
ahead of ERV (excludes
pre-development properties)

£20.7m

Development lettings

Like-for-like voids down from

2.3% to 1.0%

20 Fenchurch Street, EC3,
now 56% pre-let or in
solicitors’ hands

Over £700m of development

committed at The Zig Zag
Building, Kings Gate and
Nova Victoria, all SW1

.S
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PROGRESS AGAINST OUR OBJECTIVES FOR 2012/13

Objective

Outperform IPD sector benchmark.

Change, EC4; 123 Victoria Street, SW1;
62 Buckingham Gate, SW1; and 20 Fenchurch
Street, E

Practical completion on time and to budget
at Wellington House, SW1, and 123 Victoria

Progress on time and to budget at 62
Buckingham Gate, SW1, and 20 Fenchurch

Demolition of Kingsgate House, SW1, and
commencement of demolition at Victoria
Circle (now Nova Victoria), SWI.

Submission of planning applications at
Portland House, SW1, and Oxford House, W1.

TR

Progress

The portfolio outperformed its IPD sector
benchmark by 0.1%.

Letting levels at these schemes at 31 March
2013: One New Change: 100%; 123 Victoria
Street: 78%; 62 Buckingham Gate: 0%;

20 Fenchurch Street: 51

Both schemes completed to budget.
Completion of Wellington House delayed by

ished by November with
The Zig Zag Building and Kings Gate now under
construction; demolition commenced at Nova
Victoria, SW1, in Octobe

Both applications submitted during tl




OURMARKET

The occupational market was similar to last
year, with relatively subdued take-up for

new and second-hand office space. Take-up

1n central London for the 12 months to

31 March 2013 totalled 0.9 million m* compared

to the 10 year average rate of 1.1 million m*.

Although overall take-up has been sluggish,
there have been pockets of activity where
occupiers are willing to move and pay for
the right space as evidenced in our portfolio
in deals at 20 Fenchurch Street, EC3 and
123 Victoria Street, SW1.

Low business confidence remained a key factor
in subduing demand but, as last year,

italso served to limit the supply of new space
being developed. CB Richard Ellis estimate
that just 1.8 million m? of office space will be
developed or extensively refurbished in the four
years between 2013 and 2016; this works out at
less than 0.5 million m? of space per annum.
Furthermore, of the 1.8 million m? of space
estimated to be developed, 0.9 million m?is
under construction and of this, 0.3 million m?
isalready pre-let. This leaves just 0.6 million m?
that is under construction and available.

Low development activity is keeping vacancy
rates low. Across central London, as at

31 March 2013, the vacancy rate stood at

7.8% compared to an average vacancy rate of
8.1% over the last 10 years. Not enough of the
right space is being built. The development
pipeline, including newly completed space
currently available, provides just over two years
supply, based upon the 10 year average rate of
take-up of new space. This means occupiers
looking to move in 2014/15 need to be looking
for space now. This has extended our window
for development, and we have committed to
further projects with more in the pipeline.

Despite the flat conditions of the office rental
market, London’s enduring qualities as a
leading financial and commercial centre
continue to attract inward investment.
According to CB Richard Ellis, central
London office transactions totalled £13.3bn
over the 12 months to 31 March 2013, the
most since the 12 months to 31 March 2008.
Overseas investors accounted for over 40%
of all transactions. In addition, increased
demand for central London homes means the
residential market has also remained strong.

OURSTRATEGY

Our priorities are to develop first class office,
retail and residential space in central London
and to strengthen income streams through
smart, rigorous asset management.

We work to maximise returns through the
cycle. As early-cycle developers, we gain the
benefits of competitive construction costs
and rising rental values. Across the portfolio,
we have a clear plan for every asset. We do
not hesitate to realise and recycle the value
in an asset if a more attractive opportunity
appears. We manage the balance between
development and property investment
carefully, with a current emphasis on
development as it has the potential to deliver
greater returns at this point in the cycle. Our
development programme is well timed, well
managed, and well matched to the market
conditions we see ahead. Where necessary,
we establish partnerships that enable us to
de-risk and enhance the way we deliver
major developments.

Itis important that we keep anticipating

and responding to the ever-evolving needs
and expectations of today’s occupiers in the
way we plan, design, build and manage our
buildings. We also work to form close
relationships, which are built on trust, within
the communities in which we operate so that
our commercial endeavours are supported.

OURPERFORMANCE

The portfolio produced an ungeared
total property return of 10.5%, which
outperformed the sector benchmark
(central and inner London) in the IPD
Quarterly Universe by 0.1%.

The London Portfolio was valued at
£6,098.4m at 31 March 2013. This produced
avaluation surplus for the year of 5.4%.

West End offices were up 6.2%. Mid-town
offices were up 4.8%. City offices were up
5.4%. Central London shops were up 7.1%.
Within these figures, properties within the
development programme produced a surplus
of 18.2%, while proposed developments were
up by 3.7%.

Rental values in our like-for-like portfolio
(excluding units materially altered during the
year) increased by 1.5%. Across the portfolio,
the increases were 1.1% for West End offices,
1.6% for City offices, 1.2% for Mid-town
offices and 2.2% for central London shops.
Like-for-like voids were 1.0%, compared

to 2.3% at March 2012. Void levels on the

LONDON PORTFOLIO
BY CAPITALVALUE £6.10bn

CHART 21

© West End offices
O cityoffices

Central London
shops

33.9%
18.3%

18.2%
15.0%
Inner London offices 12.6%

Mid-town offices

© Other 2.0%
LONDON VALUETRENDS CHART 22
Rental and capital value trends %
12 months ended 31 March 2013
West End City Mid-town Central  London
London  Portfolio
shops
8
7 71
. 6.2
54 54
5 4.8 |
4 -
3 -
2
—1.6-

sl kR

M Rentalvalue change' (like-for-like)
Valuation surplus

1. Rentalvalue figures exclude units materially altered during the year
and also Queen Anne’s Gate, SW1.

VOIDS AND UNITS CHART23
INADMINISTRATION
Like-for-like portfolio %
3
0293 01
Mar Sep Mar Mar Sep Mar
12 12 13 12 12 13

M Voids
Unitsinadministration



LONDON PORTFOLIO CHART 24
FLOORSPACE 0.75 MILLION m?
O Londonoffices  84.8%
Central London 31%
shops
Other 121%

NET RENTAL INCOME TABLE 26
31March2013 31March 2012 Change

£m £m £m

Like-for-like investment properties 235.5 226.2 9.3
Proposed developments 1.6 4.8 (3.2)
Development programme 4.5 15.0 (10.5)
Completed developments 20.1 16.1 4.0
Acquisitions since 1 April 2011 - - -
Sales since 1 April 2011 0.8 22.4 (21.6)
Non-property related income 4.5 4.5 —
Net rental income 267.0 289.0 (22.0)

TOP 10 OFFICETENANTS TABLE 25
% of Group
rent

Central Government (including
Queen Anne’s Gate, SW1) 5.2
Royal Bank of Scotland 2.7
Deloitte 2.7
Bank of New York Mellon 1.5
Taylor Wessing 1.4
K&L Gates 1.2
Metropolitan Police 1.1
EDF Energy 1.0
Redbus Interhouse 1.0
Microsoft 0.9
18.7
Office other 19.2
Total 37.9

HOW WE CREATE VALUE

We aim to deliver growing rental income streams
and higher asset values over the long term by:

Dl

D500
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Owning and creating high quality products
that meet customers’ changing needs.

Developing assets early in the cycle to
maximise returns.

Acting decisively to crystallise value and
recycle capital.

Being inventive and energetic in the way
we manage our assets.

b~ 00 N —

5 Combining our strong reputation and local
knowledge to unlock opportunity.

like-for-like central London shops were
0.8% (2012: 1.2%) and London offices were
1.1% (2012: 2.5%).

Net rental income decreased by £22.0m

to £267.0m (see table 26). The reduction

is driven almost entirely by the impact of
properties sold in the last two years, most
notably Eland House and properties sold to
our Nova Victoria (formerly Victoria Circle)
joint venture, both SW1. Net rental income
from the development programme and
proposed developments has also reduced,
driven by vacant possession at Kingsgate
House and Nova Victoria, respectively.
Income from like-for-like properties benefits
from the completion of the refurbishment
at 40 Strand, WC2 in the prior year.

OUROUTLOOK

The fundamental drivers of supply and
demand described earlier are set to remain
in place over the short term. Although we
expect demand to increase, it will remain
below the long-term average. However,
supply of new space is set to remain relatively
restricted. London continues to attract
property investors from overseas.

Looking at longer-term dynamics, the office
market is changing. Modern occupiers are
increasingly looking for their new space to
accommodate more people while providing
excellent facilities and cost-effective services
in a great location. Floor plans must
respond to greater use of open plan working
and more flexible meeting areas. Technical
resilience in the lift capacity, power supplies,
heating, cooling, lighting and environmental
performance are increasingly important
factors. As we move forward, the most
successful schemes and assets will be those
that are well placed to meet the efficiency
demands and quality expectations of
occupiers.

We will not rely on the market for growth.

Value creation will come from well-timed
development and active asset management.
We continue to believe that delivering
developments early in the cycle is preferable,
and that the opportunity to generate strong
returns from office, retail and residential
development remains.

KEY OBJECTIVES FOR2013/14

- Outperform our IPD sector benchmark

— Complete the letting of 123 Victoria Street, SW1

- Progress development lettings at
62 Buckingham Gate, SW1, 20 Fenchurch
Street, EC3 and 1 & 2 New Ludgate, EC4

- Demolition of 1 New Street Square, EC4

- Obtain planning permission at Portland
House, SW1 and Oxford House, W1

- Progress on time and to budget at The Zig
Zag Building, Kings Gate, Nova Victoria,
all SW1 and 20 Fenchurch Street, EC3

- Sale of specific assets to fund our investment
activity




DIRECTORS' REPORT

£1bn

Total development cost
Residentialapartments
Location:

Situated in the centre of
London and close to three

parks, iconic London
sights and theriver.

Community living:
Fantastic community life,
with events and places to
meet. Great shopping
options, restaurants, cafés
and bars.

New heights:

We have submitted plans
to change Portland
House, Victoria’s tallest
building, from offices to
apartments.

Off-plan strategy:

At Wellington House,
ourfirst residential
development in SW1,
all 59 apartments were
sold before completion,
for £90.4m.

Next stage:

Phase 1of our ambitious
Nova Victoria scheme
will provide a spectacular
67,500m? mix of
residential, retail, office
and public amenity space.

Land Securities Annual Report 201385

RESIDENTIALDEVELOPMENT
IN SW1

Visit Victoria and you will see that enormous
changes are taking place. Our revitalisation of the
area’s offices, shops and homes is turning the dusty
old corridors of trafficand 1960s’ architecture

into a vibrant centre at the heart of the capital.

Our residential development activity in SW1was
originally a response to local authority requirements
for new homes. But over time we have also seen very
strong growth in demand for high-end residential
space, and we are meeting that demand. Buyers

are attracted by the prime location and high
specification of our SW1schemes, while our heritage
and reputation as a developer gives them confidence
their property will be delivered as expected.

This area of development promises strong returns
for us over the next few years.

1. Transformation 3. Location

Our masterplanis Victoria is becoming
creating 3 million sq ft of one of London’s
offices, shops and homes. most desirable

neighbourhoods. »
2.Value www.landsecurities.com/

Our SW1 assets are now 4.Understanding annualreport2013.
generating substantial We are providing the
shareholdervalue. modern space today’s

occupiers require.

S Moreinformation:
See why our residential schemes
in SW1are generating such
strong demand




OURKEYASSETACTIVITY-ATAGLANCE
How we turned a clear plan for every asset into action during the year.

Acquisitions

and sales

With strong competition - § Castle Lane, SW1

for assets and the We purchased this asset for £10.1m. It increases our options
relative attraction of for the delivery of our masterplan for Victoria.

our development

- 19-23 Shaftesbury Avenue, W1
This £25.8m purchase completed our ownership of the
entire freehold island site behind Piccadilly Lights, W1 and
has opened up a number of significant reconfiguration
options.

programme driving up
values, we opted to take a
disciplined approach,
making small, strategic
acquisitions to support
our schemes. - Wellington House, SW1

All of the 59 apartments were sold on completion for £90.4m.

Asset management
Smart asset managemen[ Clty and Mid-town: ‘West End:
is providing us with the - One New Change, EC4 — Nova Victoria, SW1 (formerly Victoria Circle)
strong and reliable Following new lettings to CBREI], bwin, Panmure Gordon Ahead of demolition works, we secured vacant possession
revenues we need to and Dealogic, the scheme is fully let. New retail lettings — of 170 leasehold interests on time and below cost estimates.
complement our activity. including to Boots and Bang & Olufsen — have been achieved —Ori Wi
ahead of ERV. TENEL . . .
At our joint venture with Frogmore, Primark opened its new
- Times Square, EC4 flagship store and we achieved planning consent for a
The asset is fully let following 4,800m? of lettings to Research further 8,440m? of flagship and residential space.
Now and NICE. - Cardinal Place, SW1
- 47 Mark Lane, EC3 We strengthened income, completing lease restructures,
We restructured leases with AXA Insurance UK, securing securing additional lettings and settling an outstanding
an additional five years of income, and completed a letting rent review.
to Jubilee Insurance Services. - Oxford House, W1
- 38-48 Southwark Bridge Road, SE1 With the office income due to expire while we explore a
We took a surrender of the headlease allowing the conversion to residential, we have maximised income
undertenant to simultaneously extend its lease by five years. through a 4,120m? short-term letting to Publicis.
We have subsequently sold the asset, crystallising an 18.5% _ Piccadilly Lights, W1
upliftin value. Weh leted 1 1 d ..
e have completed lease renewals at two advertising screens
- Red Lion Court, SE1 ahead of ERV and introduced Jamie’s Italian to Sherwood
Due to expire in 2015, we restructured Lloyds Banking Street. Following our purchase of 19-23 Shaftesbury Avenue,
Group’s lease securing their occupation until a minimum we have let virtually all of the space on short-term leases and
0f2020. plans are underway to remodel three flagship stores and
introduce a further advertising screen.
-7 Soho Square, W1
Due to expire in 2013, we restructured Trip Advisor’s lease,
securing the building’s largest tenant through the Crossrail
works period.
Development
and planning
Our commitment to - 123 Victoria Street, SW1 - The Zig Zag Building, SW1
developing early in the Practical completion was achieved in August 2012 and the The scheme comprises a 20,910m? office and retail
cycle drove a busy }gﬁar of building is 78% let. building. Construction started in November with practical
activity across London, . completion scheduled for January 2015.
from \Zictoria tothe City.  ~ 62 I.Sucklngha(m Ltz WU L . P L ! . ’ g
This 24,160m? office and 1,450m? retail development - Nova Victoria, SW1 (formerly Victoria Circle)
completed in May 2013 and is 10% pre-let. Phase 1 will provide a spectacular 67,500m?* mix of retail,

residential, office and public amenity space. Demolition

2D Fandbine Shieet, H0E work started in October and completion of the scheme is

This world-class 62,940m? office building is 56% pre-let

or in solicitors’ hands —a full year ahead of completion. dluein Ayl 000
Lettings have been ahead of our expectations in terms of -1 &2 New Ludgate, EC4
rental level, lease length and incentives. We completed demolition during the year. A construction

contract is fully tendered and completion of this 35,210m?
proposed development of high quality office, restaurant and
retail accommodation will be 23 months from commitment
to build.

- Kings Gate, SW1 (trading property)
This prime residential development will comprise 100
private apartments over 14 storeys, providing 10,120m? of
contemporary space. 59 of the 100 apartments have already
been pre-sold with completion scheduled for January 2015. - 1 New Street Square, EC4
Demolition started in March 2013 and the earliest completion
date for this extension to our successful New Street Square
campus is July 2016. Our success at New Street Square gives us
confidence in the prospects for this scheme, when delivered.
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LONDON DEVELOPMENT PIPELINE AT 31 MARCH 2013 TABLE 27

Total Forecast
Net Estimated/  development total
Ownership Letting Market income/ actual costs  development
Description interest Planning status value ERV completion todate
Property ofuse % status % £m £m date £m £m

Developments after

practical completion

123 Victoria Street, SW1* Office . Aug 2012
Retail

Developments approved

or in progress

62 Buckingham Gate, Office 24,160 . May 2013
SW1 Retail 1,450

20 Fenchurch Street, Office 62,940 g . Apr 2014
EC3 Retail 1,180

The Zig Zag Building, Office 17,450 . Jan 2015
SWsH# Retail 4,150

Nova Victoria (formerly Office 44,620 . Apr 2016
Victoria Circle) Phase 1, Retail 7,420

SW1 Residential 15,460

Proposed developments

1 & 2 New Ludgate, EC4 Office 100 32,180
Retail 3,030

1 New Street Square, EC4 Office 100 24,490
Retail 460

Office refurbishment only. Figures provided are for the property as awhole including the retail element.
** Includesretail within Kings Gate, SW1.

*

Developments let and transferred or sold

One New Change, EC4 Office 100 31,990 100 504 27.3 Oct 2010 529 529
Retail 20,160 99

Where the property is not 100% owned, floor areas and letting status shown above represent the full scheme whereas development programme, together with capitalised interest, being the Group’s borrowing costs associated with direct
allother figures represent our proportionate share. Letting % is measured by ERV and shows letting status at 31 March expenditure on the property under development. Interest is also capitalised on the purchase cost of land or property
2013. Trading property development schemes (e.g. Kings Gate, SW1) are excluded from the development pipeline. whereitis acquired specifically for redevelopment. Of the properties in the development pipeline at 31 March 2013,
the only property on which interest was capitalised on the land cost was Nova Victoria Phase 1, SW1. The figures for
total development costs include expenditure on the residential elements of Nova Victoria Phase 1, SW1(£133.4m).

Netincome/ERV
Netincome/ERV represents net headline annual rent on let units plus ERV at 31 March 2013 on unlet units.

Planning status for proposed developments
PR-Planning received.

Totaldevelopment cost
Total development cost refers to the book value of the land at the commencement of the project, the estimated capital
expenditure required to develop the scheme from the start of the financial year in which the property is added to our

TRADING PROPERTY DEVELOPMENT SCHEMES TABLE 28

Total
Sales Estimated/  development  Forecasttotal
Ownership exchanged actual costs development
Description interest i by unit completion todate* cost*
Property ofuse % date £m £m

Wellington House, SW1  Residential Sold Oct2012 n/a
Kings Gate, SW1 Residential 100 10,120 ! Jan 2015 57

*  Residential TDC excludes any estimated tax on disposal.
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CORPORATE RESPONSIBILITY

STRATEGY

While there 1s no simple link between sustainability

and share price, we are convinced that taking a

long-term approach to business helps us to create

and protect value.
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CORPORATERESPONSIBILITY

CORPORATE
RESPONSIBILITY
REPORT

SUSTAINING OUR SUCCESS

While there is no simple link between
sustainability and share price, we are convinced
that taking a long-term approach to business
helps us to create and protect value. We believe
thinking that looks beyond the short term
provides uswith a portfolio of properties that
can respond to changing customer needs,
public expectations and regulation.

Mutual advantage is central to our approach.
We look to create benefits for all of the
stakeholders affected by our activities. To turn
that aspiration into action, we have a set of
standards that apply across the Company.
Certain areas, such as energy, are coordinated
at Group level. Others —such as supporting
community groups, charities and schools —are
handled locally, with our teams on the ground
using their knowledge and relationships to
make a difference. We try to respond to the
particular needs of each area, rather than
impose initiatives from afar. And we aim to
make a significant and lasting contribution
whatever we do, wherever we work.

We report on our approach under the banner
of ‘corporate responsibility’ (CR). As with other
areas of our activity, we are working to a clear
plan on CR. You can read more about our
progress in our Corporate Responsibility
Report 2013 at www.landsecurities.com/
responsibility.

Working with students from Pimlico Academy

OURSTAKEHOLDERS
Our activities bring us into contact with a
wide range of people. We describe some
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of the key groups below. Of course, many
people interact with us in more than one way.
For example, someone might be a regular
visitor to one of our shopping centres, work
for alocal authority partner and live near one
of our developments. Some of our employees
are also investors.

Investors

Our investors expect us to use their capital
responsibly so that we can provide them with
sustainable returns. They want to know that
we are awell-governed organisation that
considers both the immediate and the
long-term issues and opportunities facing
the Company, our customers and our
industry. We commission an independent
investor survey every two years, which helps
us to understand our investors’ views and
expectations. We provide a wide range of
communications to shareholders, including a
comprehensive area on our website and a range
of reports, including this Annual Report.

Employees

We aim to attract, retain and develop the
brightest and best people in our industry.
We want them to make the most of their
talents, and aspire to be the best at what they
do. We recognise and reward those who
create and protect value for the Company.

We continue to develop people’s leadership
skills at all levels of the business and aim to
identify future leaders early in their careers.
We compare our employee development and
culture with high performance companies

in general, rather than others in our industry.
We encourage close co-operation between
our teams across the business, and promote
knowledge and resource sharing.

We are committed to equal opportunities
and to providing a diverse and inclusive
workplace in which everyone is treated with
respect. As part of this, we work to ensure all
employees, including those with disabilities,
receive the same opportunities for training,
career development and promotion. We
adhere to the UN Declaration of Human
Rights, and this underpins all our policies,
systems and actions. We encourage people
to speak up and listen to others. Our annual
employee engagement survey enables
management to identify what is working well
from the employees’ perspective, and what
needs to be improved. We also have an
Exchange Forum in which employee
representatives discuss key issues with
members of the Senior Management Board.
The Forum was relaunched this year to ensure
it continues to be relevant. We believe it plays
avital role in helping us to achieve success.

Many of our employees donate or raise
money for charities, or volunteer their time.
We support the efforts of our volunteers,
award bursaries and run a Give As You Earn

Creating a better shopping environment at St David’s, Cardiff

scheme to encourage charitable donations
from employees.

Customers

In Retail, we work closely with retailers to
help them respond to a demanding and
fast-changing market. We develop new and
better ways for them to minimise costs and
trade successfully. We look to maximise value
for money for service charge payers, and we
enable occupiers to discuss proposed charges
with us during the budgeting process. We also
provide a breakdown of service charges at all
of our shopping centres and retail parks, so
occupiers can see how their charge compares
to those elsewhere.

In London, our West End team and City

and Mid-town team include individuals

from financial management and property
management. This means occupiers receive
a seamless service rather than having to
work with different Land Securities teams

to address different requirements. Our open
door policy means occupiers can come in at
any time to discuss issues or make suggestions.

To ensure we respond to our occupiers’
needs, all of our tenants have their own

Land Securities contact, we conduct customer
satisfaction surveys and we hold occupier
review meetings. See page 38 for our top ten
retail occupiers and page 44 for our top ten
office occupiers.
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The local community supports the launch of Trinity Leeds

Suppliers and service partners

The most significant activities carried out

by our suppliers and contractors include
construction, construction-related trades and
architectural services, cleaning, security,
mechanical/electrical services, engineering,
waste management and concierge services.

Our aim is to procure the best value goods
and services from suppliers that meet our
standards. To this end, all of our suppliers
are registered on our new central Supplier
Information Management System. This
captures essential information provided by
them. We use this information to carry out
afull and thorough evaluation of their
suitability as a supplier.

We also work in partnership with our supply
chain to ensure their staff are well trained.
We require their employees to act responsibly
at all times and to deliver the services that
our customers demand. We expect all of our
service partners and suppliers to comply
with all appropriate legislation. They must
also conform to high ethical, social and
environmental standards, including the
highest standards for safety and health.

We have a robust tendering and sourcing
process for goods and services to ensure

that we get best value from our relationships.
We also monitor the performance of each
supplier using key contract performance
indicators, and we work together to achieve
mutual advantage.

Communities

Wherever we work, we spend time in
understanding how we can best support
the local community. We work closely with
local authorities, community agencies and
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voluntary groups to create employment,
education and enterprise opportunities.

We work with supply chain partners to help
groups such as ex-offenders, young people
with no experience and the long-term
unemployed. And we also link up with
national and local charities, so our buildings
can help to connect people with causes they
care about.

With development schemes or asset
management initiatives, we consult with
all interested parties early in the process.
We want our buildings to be part of local
life, not an island in the community.

Local authorities

A productive relationship with local
authorities is essential if we are to secure
planning for developments and make the
greatest possible contribution to each area.
No two communities are the same, so we
build partnerships with decision makers,
economic development teams and planning
departments to help us understand local
priorities. This enables our teams to focus
investment and activity in the right way on
the right issues.

Central government, regulators, trade
bodies and NGOs

We aim to be a trusted adviser to government,
and to be seen in our industry as a company
that sets high standards and addresses the big
issues. We engage with legislators, including
members of both Houses of Parliament, and
the trade organisations that influence them.
We participate in industry bodies such as the
British Property Federation, British Council
for Offices, British Council for Shopping
Centres, Better Buildings Partnership,

London First, the UK Green Building
Council and the European Public Real Estate
Association. And we meet with a number of
non-governmental organisations relevant to
our work.

Consumers

We want the shoppers who visit our assets

to enjoy spending time in them and to value
the services they find there. Leisure is an
increasingly important part of the retail mix,
and we are doing more than ever before to
provide great restaurants, cafés, bars and
entertainment venues. We try to speak to

as many members of the public as possible
through the customer service desks in our
shopping centres, by communicating through
regular shopper surveys, and providing
feedback facilities on our websites. We run
bespoke training for our customer service
staff so they can help visitors gain the best
experience from their shopping trip.

GOVERNANCE

Our Stakeholder Panel meets once a year and
includes customers and individuals from academia
and the investment community. Together, they
provide arange of valuable opinions on our targets,
performance and reporting.

Our Corporate Responsibility Committee meets six
times ayear and is made up of people from across the
business. The individuals that sit on the Committee
include experts on property development and
portfolio management, health and safety, and
environment. The Committee’s remit is to define our
corporate responsibility strategy, make sure our
activities remain relevant to our business objectives
and monitor our performance. That performance is
ultimately reviewed by the Executive Directors, as are
the Group’s CR targets. Chaired by the Group Tax
and Treasury Director, Martin Wood, the Committee
reports to our Chief Executive.

We also have a network of corporate responsibility
advisers located throughout the business. This team
provides information and guidance on CRiinitiatives
to colleagues. It meets six times peryearand a
member of the CR Committee attends as an observer.
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SUSTAINABLE
BUSINESS

We work to sustain our
success by ensuring that
our business plans take
account of the way the world
is changing. This 1s about
smart thinking that helps
us to prepare for tomorrow
while competing today.

Our approach often requires us to create benefits
for ourselves by investing for the benefit of others.
For example, by supporting social and economic
development in the local community, we enhance
the long-term success of a shopping centre.

By making the public realm around our office
buildings attractive and vibrant, we make our
assets more appealing to our customers and
their staff. And by being alive to the potential
effects of climate change on policy and public
opinion, we ensure our new buildings can
respond to the needs of tomorrow’s occupiers
and tomorrow’s legislation.

From addressing opportunities to managing
risk, smart thinking is helping to make us a
sustainable business with a bright future.

RESPONDINGTO A CHANGING WORLD

Given the importance of sustainability
to our business, our Board of Directors
requested additional input from
management this year to ensure they
have a full understanding of critical
issues. Presentations highlighted the
changing context for our business,
including macroissues such as
economic pressures, climate change,
resource scarcity, localismand
transparency, together with changes
within society, business culture,
technology and mobility. Specific

issues likely to affect our business
were then explored further, including
potential restrictions on development,
increasingly stringent environmental
legislation, environmental threats to
property and transparency. This work
has strengthened the Board’s ability to
identify and address the short, medium
and long-termissues that may affect
our business. The scale of the issues
involved underlines that sustainability
is about much more than simply being
a‘green’ business.

CREATING A BETTER VICTORIA

Once arather outdated part of central
London, we are helping to transform
the Victoria, SW1, area into one of the
capital’'s most dynamic quarters.
Along with reshaping Victoria's built
environment, we are making
substantialinvestments in the social
and economic success of the area. Our
coordinated programme of investment
and actionincludes everything from
education projectsin local schools to
support for young people’s centres,
employment and apprenticeship
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schemes, charities, hostels and
homeless shelters. We are also part

of the Business Improvement District.
The scale of this work is made possible
by the close partnerships we have
formed with Westminster City Council
and organisations such as Jobcentre
Plus, The Prince’s Trust, London'’s
Probation Service and a number of our
suppliers. By working togetherina
joined-up way we are able tohave a
lasting impact on life in SW1.
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LEARNING AND TALKING

Volunteering

We introduced anew approach to
volunteering this year. Volunteers
now get two days’ holiday for personal
volunteering time, and an additional
two days out of the office for
professional volunteering that enables
them to develop their skills while
supporting one of our local
communities.

Investor relations

Asaleaderin ourindustry, we believe
we should set high standards when
communicating about sustainability.
Forexample, this year weinviteda
group of Socially Responsible Investors
to our Environment Conference, and
we met with mainstream investors
todiscuss how we seerisks and
opportunities from a sustainability
perspective.

Employee surveys

We used torunan Employee
Engagement Survey each year.

This year we have moved toa new
approach in which we carry out a full
survey every other yearand a lighter
touch Pulse survey in the alternate
years. Thiswas a Pulse year, and the
overall findings included the following:

95%

of respondents said “Overall, |amsatisfied
withworking for Land Securities”

94%

ofrespondentssaid *lamproud towork
forLand Securities”

90%

of respondents would “Recommend
Land Securitiesasagood place towork”

Detailed performance on key
Sustainable Business targets can
be found on page 56.
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STRONGER

COMMUNITIES

Ultimately, the people who
live where our properties
are located determine
whether we succeed or not.
They affect everything
from our ability to secure
planning permission to
the success of our shops
and the quality of life for

office tenants.

So wherever we have a significant asset, we invest
in and work with the people who live nearby, and
with local organisations. Whether it’s through
charitable giving, creating employment or
providing educational opportunities, our aim is
to earn people’s trust and to help the area thrive.
More and more, we look to develop long-term
partnerships that address the most pressing local
needs. In some locations that might mean we focus
on employment projects. In others it might be
education that receives priority.

WORKING TOGETHER IN LONDON

The construction industry requires
29,000 new recruits each year to 2017
to cope with planned developments
and an ageing workforce. As the
capital’s largest commercial property
developer, this shortfall representsa
risk—lack of skilled people may delay
construction. But it also representsan
opportunity, providing job openings
forthose who live inand around our
schemes, many of whom are furthest
from the employment market.

Devised and led by us, the London
Employment Strategy is a framework
designed to maximise the effectiveness
of property related work, training and
apprenticeship initiatives in the capital.
Land Securities fully funds four weeks
of pre-employment training for each
candidate. We then work with our
partners to ensure those candidates can
access qualifications, work experience
and employment opportunities. This
year, 94 candidates have secured jobs.

SUPPORTING THROUGH REPORTING

From employment and training to

spending with local suppliers, we know

that property development and asset
initiatives can have substantial social
and economic effects. But those
effects have yet to be measured or
analysed accurately, and lack of
datais restricting the ability of local
authorities to assess prospective
schemes. To address this, we are
working onanew reporting
programme that will capture socio-

economic benefits and impacts of what

we do. Ourfirst report has covered
development at Trinity Leeds. This will
be followed up with analysis of the

centre’simpact a year after opening.
Such comprehensive reporting takes
some time to complete, but we hope to
be sharing our findings with more local
authorities as we move through the
yearandinto 2014.
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SUPPORTING COMMUNITIES

Charity partner

During 2012 we partnered with the
MS Society in all of our retail centres,
enabling them toraise both
awareness and funds of more than
£100,000. The relationship will
continue through 2013 as we help
the charity to attract new volunteers
during its 60th anniversary year.

MadeinMarylebone

In February, 50 of ouremployees

gave up aday of their time to help

the Marylebone Project, a charity

that supports homeless womenon
the path back to independent living.
Ourteam used their skills to transform
part of the charity’sHQintoa
revenue-generating space. We also
ran workshops for residents, and made
and sold products from a market stall
toraise funds.

London Benchmarking Group

We are part of a group of organisations
that have committed to report the
volume and value of community and
charitable endeavours they make each
year. Every year we will report how
much time and money we have

spent supporting local groups. Our
voluntary, self-assessed entry can

be compared with those from other
companies—including our peersin

the property industry. Participating
inthe group will enable us to both
benchmark our efforts and see how
our support is changing over time.

Donations from our Charities
Committee are focused on education,
employability, enterprise and the
environment. Contributions made
more locally respond directly to the
varied needs of the different
communities in which we operate.
We make no political donations.

Key figures from this year include:

£3.5mequivalent value of the space,
time, promotion and cash investment
made in community activity.

9,255 hours spent by ouremployees
on skills-based, team building and
personal volunteering activities.

Detailed performance on key
Community targets can be found
on page 56.
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BETTER

ENVIRONMENTS

Commercial property
generates around 18% of
carbon emissions in the
UK, so 1t has a significant
role to play in carbon
reduction and overall
environmental protection.

Evolving legislation and regulation represent
arisk to any property company. Along with
informing debate, policy and industry best
practice, our approach is to develop an ever
better portfolio of buildings well matched to
the standards required in coming years.

Part of the challenge is to make investments for
the long term without making our properties more
expensive for occupiers today, or less profitable
for us. Our work in this area covers everything
from new forms of energy for buildings to the
recycling of waste, support for local ecosystems
and initiatives that encourage people to use our
buildings in the most intelligent way. But we think
bigger than that. If we can design and build more
efficient and more flexible buildings —and create
even better places for people to live, work and
enjoy — everyone wins: occupiers get better value,
fewer resources are required, enduring benefits
are created for the community and we have assets
that are more attractive and more valuable.

EFFICIENCY BY DESIGN

At 20 Fenchurch Street, EC3, we

are creating one of the most efficient
office properties yet seenin the

capital. The building will feature a

range of innovations and best practice
elements to ensure it exceeds energy
and environmental regulations. For
example, solar shading will reduce

heat while solar panels are in place to
generate electricity. A low carbon,
natural gas fuel cell—the first to be used
in the City —will help to cool, heat and
power the building. And the Sky Garden

and a green wall will support
biodiversity. However, the most
important element is the overall design
of the building. Its large floorplates,
efficient air-conditioning and double
decker lifts mean occupiers can
accommodate more employeesin less
space. That space can also be adapted
easily to suit changing requirements
over time, so the building should have
along economic life.

TAKING CONTROL

Given the scale of our property
portfolio, we take energy efficiency
very seriously. Finding new and better
ways to monitor and manage our
energy use has a directimpact on costs
for occupiers and for us. It also helps us
toreduce emissions. We are now
implementing a Company-wide system
that will centralise the way we collect
energy data, bill occupiers, and think
about energy when we design new
schemes. Greater control willenable
us to reduce inefficiency.
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And by applying our new knowledge in
the way we design new schemes, our
next generation of assets will be
meeting regulations and exceeding
expectations for years to come.
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ENHANCING THEENVIRONMENT

Influencing change

This year we set a target to ‘introduce
abehavioural change programme
toraise environmental awareness

and reduce energy use at two of our
managed office buildings’. 95% of the
occupantsin the buildings have signed
up to this pilot scheme, which will look
atactivities such as waterand energy
use, recycling, travel and procurement.

Waste management

We set challenging waste management
targets for centres within our portfolio.
When we acquire new buildings, they
often need to be moved fromalow
benchmark to bring theminto line
with our existing assets. We are
pleased to see the rapid improvement
we can generate when we apply our
expertise, like in Nottingham at The
Cornerhouse, where landfill diversion
rates have improved dramatically
inten months.

Biodiversity

A central team helps colleaguesin
London and Retail to assess whether
aparticularasset or scheme has the
potential to enhance biodiversity.
From green walls to ponds and gardens,
there are often simple ways in which
we can support plant, animal and
insect life. Forexample, to help
encourage bee numbers, our team

in Exeter hasinstalled new beehives
inthe city and plans to sell the honey
produced at our Princesshay shopping
centre. Our Westwood Cross team has
also helped by building a ‘Bee Hotel' -
alarge wooden structure that provides
agreat habitat for wild bees.

100%

of Londonwaste diverted from landfill

90.9%

of Retail waste diverted from landfill

Detailed performance on key
Environmental targets can be
found on page 56.

53



EPRA SUSTAINABILITY

REPORTING

We collect environmental data to help us
improve efficiency and ensure we meet
regulation. We also share information with
our shareholders and other stakeholders so
they can get a clear picture of how we use
energy and other resources.

We report using European Public Real

Estate Association (EPRA) Best Practice
Recommendations for Sustainability
Reporting. This common reporting standard
enables us to compare our impacts and use

of resources with those of our peers.

We first published an EPRA-based reporting
dashboard in last year’s Annual Report. This
year we have made improvements to how we
display and discuss data to make our reporting
as transparent as possible. For example, we
now publish conversion factors. We expect to
enhance our reporting each year, but believe
we are already in good shape to meet
Mandatory Carbon Reporting when it is
introduced in 2014.

CARBON: ABSOLUTE CHART29
Year-on-year performance tCO,e

2012/13 Renewable energy 112,850 133,550
201112 130,938

2010/11 134,252

80,000 90,000 100,000 110,000 120,000 130,000 140,000
tCOze

NOTES ON PERFORMANCE

The figures shown do not reflect construction
activity, nor do they cover every property in our
portfolio. We only report on buildings where we
run the building and control the management
of energy —what we call our managed portfolio.
In the London offices managed portfolio, we
report on the landlord-controlled common
parts but also the space occupied by our tenants.
In the Retail managed portfolio, we usually

do not have access to tenants’ metering
information as they tend to work directly with
energy suppliers.

Overall, our absolute environmental
performance over the 12 months was broadly
consistent with last year’s figures. While a
year-to-year absolute comparison is currently
best practice in our industry, it can only provide
abasic overview. Our normalised like-for-like
figures provide more meaningful insights into
what has changed from year to year.

With both absolute and like-for-like
measures, the dynamic nature of a property
portfolio has to be taken into account before
conclusions are drawn about performance.
For example, if we were to acquire a set of
environmentally inefficient buildings this
may impact our performance during the year,
but it would also provide opportunities to

substantially increase the efficiency of those
poorly performing assets over time. Also, the
performance of an individual asset may have
altered significantly if, for example, the use
of the building had changed or we have
introduced new measures to improve
resource use. Or we may have had a high
number of assets that were unoccupied one
year but occupied the next.

A closer look at this year’s figures
demonstrates the complexity of
environmental reporting. We have seen a
9.5% overall increase in total energy used
when set against our 2010/11 baseline.
However, when we normalise these figures
per m?, we have seen a small decrease in total
energy used. Part of this reduction in energy
used per m? is due to energy efficiency
measures. Part is also due to a fall in oil
consumption as we replace oil-reliant sites
with gas heating systems. Some of the
reduction is due to occupier behaviour;
buildings being emptied as part of our
development pipeline activity; or the
conversion factor for electricity moving in
our favour due to the decarbonisation of the
grid. In short, it is very difficult to isolate one
factor as the ultimate cause of any movement
in performance.

Performance against baseline ® Ahead orequal @Behind

ABSOLUTE: 2012/13 FIGURES TABLE 30 TABLE 31
Total energy usage Electricity Gas Oil Water
TotalkWh tCO,e Electricity kWh tCO,e GaskWh tCO,e Oilkwh tCO,e Waterm?

2010/11:

Baseline year 287,131,915 134,252 193,319,012 114,768 87,473,505 17,630 6,339,398 1,854 949,942

2012/13 285,267,433 133,550 194,399,641 114,661 87,443,766 17,869 3,424,026 1,020 920,663

Difference ® (1,864,482) @ (702) 1,080,629 ® (107) ® (29,739) 239  ® (2,915,372) ® (834) ® (29,279)

% Change ® (0.6) 0.6 ® 0.0 ® (46.0) ® 3.1)




EPRA SUSTAINABILITY

REPORTING

CONVERSION TABLE 32 CARBON: LIKE-FOR-LIKE CHART 34
2010/11 2012/13 Year-on-year performance per m?
kg CO,/kWh kg CO,/kWh
Electricity 0.59367 0.58982 2012/13 Renewable energy 0.0376 0.0439
Natural gas 0.20155 0.20435
Burning oil 0.29245 0.29795 2011/12 0.0436
2010/11 0.0445
CARBON DISCLOSURE PROJECT TABLE 33
SUSTAINABILITY REPORTING 0025 0030 0035 0040 0045
2011 2012 [P
Disclosure 60 ® 92 We set aten-year carbon reduction target from a 2010/11 baseline. Therefore,
Qe D ®B unlike conventional financial reporting, we have not restated data to reflect
changes to our like-for-like portfolio.
Performance against baseline ® Ahead orequal @ Behind
LIKE-FOR-LIKE: 2012/13 FIGURES TABLE 35 TABLE 36
Total energy usage Electricity Gas Qil Water
TotalkWh tCO,e Electricity kWh tCO,e GaskWh tCOe OilkWh tCO,e Waterm?
2010/11:
Baseline year 214,635,490 101,689 147,537,959 87,598 60,758,133 12,237 6,339,398 1,854 830,976
2012/13 235,004,107 111,427 164,177,302 96,835 69,556,741 14,214 1,270,064 378 830,829
Difference 20,368,617 9,738 16,639,343 9,237 8,798,608 1,977 ® (5,069,334) @ (1,476) ® (147)
% Change 9.5 11.3 14.5 @® (80.0) @® 0.0
LONDON (LIKE-FOR-LIKE) TABLE 37 RETAIL (LIKE-FOR-LIKE) TABLE 38
EPRA NORMALISED PERFORMANCE 2012/13 EPRA NORMALISED PERFORMANCE 2012/13
Baseline Baseline
2010/11 2012/13 Change % Change 2010/11 2012/13 Change % Change
Energy Energy
kWh/m?/year 190 182 ®) ® 4.2) kWh/m?/year 45 49 4 8.9
kWh/person/year 2,643 2,540 (103) ® (3.9) kWh/person/year 355 411 56 15.8
GHG GHG
tCO,e/m?/year 0.090 0.090 0 @® 0.0 tCO,e/m?/year 0.021 0.022 0.001 4.8
tCO,e/person/year 1.257 1.252 (0.005) @ (0.4) tCO,¢/person/year 0.167 0.181 0.014 8.4
Water Water
m?/m?/year 0.425 0.387 (0.038) @® (8.9) m?/m?year 0.332 0.298 (0.034) @ (10.2)
m?person/year 5.926 5.395 0.53 @ (9.0) m?person/year 2.606 2.488 (0.118) @® (4.5)
WASTE CHART 39
Explanation
] Waste from our Retail Portfolio remains a challenge. In particular, wet waste —
Retail i 227 for example, organic waste from restaurants — plays a bigger role in Retail than
Londonand s harder torecycle. Geography affects figures too, with energy-
London 70 30 from-waste facilities easier to reach in South East England. More retailers are
choosing to recycle some of their more valuable waste, while leaving us to
0 20 40 60 80 100 handle the rest. This makes it harder for us to reach our targets, but it does give
! us plenty of opportunities to improve waste management overall.
B Recycled (%) Waste to energy (%) Landfill (%)



KEY TARGETS

KEY TARGETS
Targets Overall target 2012/13 target 2012/13 performance
Sustainable business:
Professional Maintain or increase 60% employees Establish accurate recording data Achieved.
volunteering volunteering rate (for half day or more per across the business and aim for 17% New policy established and subsequent
year) but increase the proportion of thosewho  (of benchmark) of volunteers to be reporting mechanism introduced to
provide skilled or professional advice or providing skilled or professional capture breakdown of data. 35% of
mentoring to 25% (of the 60%) by March 2014.  advice or mentoring. volunteering activity captured is
classified as ‘professional’.
Customer service Maintain overall satisfaction rates N/A Achieved.
in both London and Retail Portfolio Retail: “Overall satisfaction with
customer surveys of 4 or over. shopping centre management team”
4.28 (of 5). London: “Overall
satisfaction with estate management
team” 8.1 (of 10), equivalent 4.05 (of 5).
Investor engagement 90% of our surveyed investor and analyst Target top ten SRI analysts and hostatleast ~ Partially achieved.
audience and 90% of our surveyed SRI one specific event to address SRI issues. Invited top SRI analysts to Land Securities’
specialists to believe our CR strategy is clear ~ Seek feedback on the Land Securities’ 2012 Environment Conference. CR
and perceived to be embedded in the way investment case and include in all corporate  strategy included in some, but notall,
we do business by March 2014. reporting as business as usual. ofour corporate reporting.
Stronger communities:
Reporting to Report annually against social, economic London: roll out City of London Partially achieved.
local authorities and environmental metrics to all regional Reporting Pack, having taken feedback, Met with, and reported to, all major

local authorities and London Boroughs
where we have significant shopping centre
or development presence by March 2014.

to Westminster City Council. Retail: roll
outreporting to 10 local authorities and
all developments. Obtain feedback to
assess what content is most useful and
important to the local authorities.

local authorities. Still to roll out
standard reporting template.

London Employment
Strategy

Deliver the London Portfolio employment
and skills programme across three
development sites — 20 Fenchurch Street,
Park House and 123 Victoria Street by
March 2014.

Deliver the pre-employment routeway
into construction across three sites —

20 Fenchurch Street, 1 & 2 New Ludgate
and Kingsgate House.

Achieved.

Delivered routeway across three sites;
20 Fenchurch Street, Kings Gate & The
Zig Zag Building and Nova Victoria.
Total candidates into employment 94.

Education Establish working relationships with an Further develop relationships with current ~ Achieved.
increasing number of schools and colleges four London schools and seek feedback Five schools and one college engaged
year on year; four in London, at least one from the schools on how to make the in London. Every shopping centre
at each appropriate Retail development relationship more productive. Actively is engaged in a local educational
site and at least one educational initiative promote opportunities to schools or initiative.
adopted in each centre by March 2014. colleges within retail development
catchment areas. Each shopping centre
to engage with local authority, agree
and trial at least one appropriate
educational initiative.
Better environments:
Energy Reduce average CO, emissions from the N/A Saw a 1.4% reduction in 2012/13 against
like-for-like managed portfolio by 16% by an interim reduction target of 5% by
2020/21 (compared to 2010/11). March 2014.
Water Reduce average water consumption across Achieve a 5% reduction by 2014. Achieved.
the London managed office estate and the Saw a reduction in the London office
Retail like-for-like portfolio by 10% from portfolio of 8.9% and 10.2% in the
a2010/11 benchmark by March 2018. Retail Portfolio.
Waste Increase to 90% the amount of waste Portfolio average to show an improvement ~Achieved.
diverted from landfill and recycle at least on the March 2012 landfill avoidance 90.9% of shopping centre waste
70% by weight (as an average across all figure, with at least 68% reused or diverted from landfill, with 68.2%
shopping centres) by March 2015. recycled. reused or recycled.
Environmental Record zero environmental incidents N/A Achieved.
incidents (defined as prosecutions for breaches None recorded in this reporting
of legislation or pollution incidents that period.
require clean-up operations).
Health and safety Remain below industry benchmarks for N/A Achieved.

reportable incidents for health and safety
purposes on development sites and within
our managed property portfolio.

We have remained well below all
available industry benchmarks for
reportable incidents.
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Leadership

A profile of the Non-executive
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BOARD OF DIRECTORS

ALISON CARNWATH (60)
Chairman of the Board

Appointment to the Board:
Alison was appointed to the Board
in September 2004 and became
Chairman in November 2008.

Career:

Alison worked in investment banking
and corporate finance for 20 years,
before pursuing a portfolio career.
During her banking career, Alison
became the first female Director of
J.Henry Schroder Wagg & Co. Alison
also held the positions of a Senior
Partner of Phoenix Securities and
Managing Director, New York at
Donaldson, Lufkin & Jenrette.
Subsequently she served as a Non-
executive Director of Friends Provident
plc, Gallaher Group plc, Glas Cymru
Cyfyngedig (Welsh Water), Barclays plc
and Man Group plc. Alison is currently
aNon-executive Director at Zurich
Insurance Group Ltd, Paccar Inc, a
Fortune 500 company and The British
Library Trust.

Skills, competencies and experience:
Alison has some 30 years’ international
finance and investment banking
experience. Having held Board
positions in an executive and Non-
executive capacity in a variety of
industries and sectors in the UK and
overseas, she brings substantial
financial knowledge, strategic and
leadership experience.

Board Committees:

She is Chairman of the Nominations
Committee and a member of the
Remuneration Committee.

ROBERT NOEL (49)
Chief Executive

Appointment to the Board:

Robert was appointed to the Board in
January 2010 as Managing Director,
London Portfolio and became Chief
Executive on 1 April 2012.

Career:

A chartered surveyor and graduate
of the University of Reading, Robert
was previously Property Director at
Great Portland Estates plc between
August 2002 and September 2009.
Prior to that, he was a Director at
property services group Nelson
Bakewell. Robert is a Trustee of the
property industry charity, LandAid.
Former positions include being a
Director of the New West End
Company, the central London
Business Improvement District and
Chairman of the Westminster
Property Association.

Skills, competencies and experience:
Robert has over 25 years’ experience
in a number of sectors within the
property market. He has extensive
knowledge of the London commercial
property market in particular and

of strategic development. He has
significant executive leadership
experience in different property
sectors and has substantial listed
company experience at Board level.

Board Committees:

Robert chairs the Senior Management
Board and the Asset and Liability

and Investment Committee and is a
member of the Finance Committee.
He attends the Audit, Remuneration
and Nominations Committees at the
invitation of the Chairmen of those
Committees.

MARTIN GREENSLADE (48)
Chief Financial Officer

Appointment to the Board:
Martin joined the Group as Chief
Financial Officer in September 2005.

Career:

A chartered accountant, having
trained with Coopers & Lybrand,
Martin was previously Group Finance
Director of Alvis plc. He has also
worked in corporate finance, having
served as a member of the executive
committee of Nordea’s investment
banking division and Managing
Director of its UK business. Martin
is a Trustee of International Justice
Mission UK.

Skills, competencies and experience:
Martin brings significant listed
company financial and reporting
expertise from the property,
engineering and financial sectors in
the UK and overseas. He is responsible
for the finance, tax, treasury,
insurance, IS and accounting teams in
Land Securities and provides strategic
and operational financial expertise

to the Group including in relation to
corporate financing and investment
arrangements.

Board Committees:

Martin sits on the Investment
Committee, the Asset and Liability
Committee and the Finance
Committee. He attends the Audit
Committee meetings at the invitation
of the Chairman of the Committee.
He is also a member of the Senior
Management Board.

RICHARD AKERS (51)
Executive Director

Appointment to the Board:
Richard joined the Board in May
2005, following his appointment as
Managing Director, Retail Portfolio
in July 2004.

Career:
A chartered surveyor, Richard joined
the Group in 1995 and previously held

the position of Head of Retail Portfolio
Management. Prior to joining the
Group, Richard worked in retail
development for AMEC Developments
and prior to that, ARC Properties. He
is primarily responsible for the Retail
Portfolio, leading the Retail Executive
Committee and working with the Chief
Executive and Chief Financial Officer
on Group matters. Richard also has
executive responsibility for Health
and Safety across the Group. Heis a
Non-executive Director of Barratt
Developments PLC.

Skills, competencies and experience:
Richard brings more than 25 years’
experience of the retail property
industry to his role and is a regular
author and panellist on industry
matters. He has led the Retail business
through many recent major changes
and challenges in the industry. He is
aformer President of the British
Council of Shopping Centres (BCSC),
the main industry body for retail
property owners.

Board Committees:

Richard sits on the Investment
Committee and the Asset and Liability
Committee. He is also a member of the
Senior Management Board.

DAVID ROUGH (62)
Non-executive Director

Appointment to the Board:

David joined the Board as a Non-
executive Director in April 2002 and
was Senior Independent Director from
November 2003 to March 2012 and
was Chairman of the Remuneration
Committee until 30 September 2012.

Career:

David was Group Director
(Investments) of Legal and General
Group PLC until December 2001, and
during that time also served as the
Chairman of the Association of British
Insurers’ Investment Committee.
David is a Non-executive Director of
Brown, Shipley & Co. Ltd, the private
bank, and was previously a Non-
executive Director of the London
Metal Exchange and Senior
Independent Director and Deputy
Chairman of Xstrata Group PLC.

Skills, competencies and experience:
David has many years’ experience
both as an executive in the financial
investment industry and subsequently
as a Non-executive Director in the
investment, property, finance and
extractive industries. He has



significant experience of strategic
decision making including major
international corporate actions.
Although he has served on the Board
for over nine years, he brings his
independent thought and challenge
to Board and Committee meetings,
particularly in relation to finance
and investor matters.

Board Committees:
David is a member of the Audit
Committee and Finance Committee.

|
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SIR STUART ROSE (64)
Non-executive Director

Appointment to the Board:
Sir Stuart joined the Board asa
Non-executive Director in May 2003.

Career:

His extensive retail experience
includes the positions of Chief
Executive and then Chairman of
Marks and Spencer Group plc from
2004 until 2010, Chief Executive of
Arcadia Group from 2000 until
December 2002 and Chief Executive
of Booker PLC from 1998 until 2000.
He is Chairman of Ocado plc and Blue
Inc. He is a Non-executive Director of
Woolworths Holdings South Africa,
and sits on the advisory board of
Bridgepoint Capital. He was
Chairman of Business in the
Community from 2008 to 2010.

Skills, competencies and experience:
Sir Stuart commenced his career in
the retail industry in 1972 and has a
wealth of international management
experience in the sector, having led
some of the biggest UK retailers.
Although Sir Stuart has been on the
Board of the Company for over nine
years, he remains independent in
thought and action providing insight
and challenge particularly on retail,
consumer, corporate responsibility
and strategic issues. He was knighted
in 2008 for services to the retail
industry and corporate social
responsibility.

KEVIN O'BYRNE (48)
Senior Independent Director

Appointment to the Board:

Kevin was appointed to the Board

as a Non-executive Director in April
2008 and was appointed Senior
Independent Director on 1 April 2012.

Career:

Kevin is a chartered accountant who
trained with Arthur Andersen. He has
held several senior finance positions
and had been the Group Finance
Director of Kingfisher plc since 2008
until his appointment in a key
international leadership role as CEO
B&Q and Koctas brands, responsible
for group businesses in the UK, China,
Turkey and Germany. His previous
roles included Group Finance Director
of Dixons Retail Plc, and European
Finance Director for The Quaker

Oats Company.

Skills, competencies and experience:
Kevin brings extensive knowledge and
experience of strategic development
and the management of multi-
jurisdictional retailing for a FT'SE 100
company. He also brings significant
recent and relevant financial skills and
expertise, financial governance and
executive leadership.

Board Committees:

Kevin is Chair of the Audit Committee
and is a member of the Nominations
Committee.

CHRIS BARTRAM (64)
Non-executive Director

Appointment:

Chris was appointed to the Board
as a Non-executive Director in
August 2009.

Career:

Chris is Chairman of Orchard Street
Investment Management LLP, a
specialist UK commercial property
investment manager. He is a chartered
surveyor, a Non-executive Director of
The Crown Estate and a Wilkins Fellow
of Downing College, Cambridge.

He has previously served as Managing
Director of Haslemere NV, Chairman
of Jones Lang Wooton Fund
management, President of the British
Property Federation and Chairman of
the Bank of England Property Forum.

Skills, competencies and experience:
A property investment specialist, Chris
has many years’ experience in the
commercial property industry in the
UK and abroad. He has substantial
knowledge of property finance and
investment in particular and of the
wider property market.

Board Committees:
Member of the Nominations Committee
and Remuneration Committee.

STACEY RAUCH (55)
Non-executive Director

Appointment:
Stacey joined the Board as a Non-
executive Director on 1 January 2012.

Career:

Stacey is a Director Emeritus of
McKinsey & Company where she served
clients in the US and internationally for
24 years. Whilst there she co-founded
the New Jersey office and was the first
woman to be appointed as an industry
practice leader. She was aleader in the
firm’s Retail and Consumer Goods
Practices, served as the head of the
North American Retail and Apparel
Practice and acted as the Global Retail
Practice Convener. She retired from
McKinsey & Company in September
2010 and is currently a Non-executive
Director of Ann Ing, (a listed American
women’s speciality apparel retailer) and
the Tops Holding Corporation, (the
parent company of Tops Markets LLC,
aUS grocery retailer). She is also a
Non-executive Director of the Fiesta
Restaurant Group which is listed on
NASDAQ.

Skills, competencies and experience:
Aretail specialist with many years’
experience of the sector in the US and
internationally, her career with
McKinsey saw her consult to awide
range of retailers, apparel wholesalers
and consumer goods manufacturers.
She brings extensive international
retail, and consumer goods industry
experience. She also brings current
leisure and grocery sector strategic
business knowledge to the Board.

Board Committees:
Member of the Audit Committee.

SIMON PALLEY (55)
Non-executive Director

Appointed to the Board:

Simon was appointed to the Board
as a Non-executive Director in
August 2010.

Career:

Asenior figure within the private
equity industry, Simon is Chairman

of the private equity firm Centerbridge
Partners Europe and a Trustee of the
University of Pennsylvania and The
Tate Foundation.

Simon has had a successful and broad
ranging career in investment banking,
consulting and private equity. He
started his career at Chase Manhattan
before moving to Bain & Company.
He left there in 1988 to join Bankers
Trust as a Vice President, then in 1990

joined BC Partners, a private equity

firm where he stayed for 17 years,
rising to Managing Partner. Simon is
an MBA graduate of The Wharton
School, Pennsylvania.

Skills, competencies and experience:
Simon brings considerable strategic
management and business oversight
experience. He has particular
expertise in international finance and
investment, investor issues and the
shareowner governance of companies.

Board Committees:
Chairman of the Remuneration
Committee (from 1 October 2012).



INTRODUCTORY LETTERTO
THE CORPORATE GOVERNANCE
REPORT FROM THE CHAIRMAN

OF THEBOARD

Dear Shareholder,

UK CORPORATE GOVERNANCE CODE

I am pleased to report that once again, your
Company has complied in full with the 2010
UK Corporate Governance Code.

At Land Securities, we believe that good
corporate governance is more than just an
awareness and adherence to rules. It is about
the Board setting clear expectations for
conduct throughout the business, embracing
difficult issues and being honest and open in
our business dealings.

We monitor developments in corporate
governance, both in the UK and
internationally. We adopt emerging practice
where it has the potential to enhance
transparency and improve our business
performance over the long term, whether

or not it becomes mandatory. We talk to our
shareholders regularly and welcome their
feedback on our approach to governance
and what they expect from us.

CHIEF EXECUTIVEAND MANAGEMENT

This was Robert Noel’s first year as Chief
Executive and he has made a significant
impact. He has enhanced our governance
and operational processes by establishing the
London Executive Committee and the Retail
Executive Committee. These Committees are
responsible for the oversight and governance
of our principal businesses. For more
information on the Committees, please see

page 62.

The Board continues to support and
challenge management on significant
strategic matters, including the shape of the
organisation and changes in our markets.

During the year we paid particularly close
attention to how the retail and office markets
are changing, what effect this may have on
the requirements of our customers and how
we must adapt to meet their needs.

BOARD EFFECTIVENESS

We measure the performance of our Board
through a series of individual director
assessments and this year also by an
externally facilitated board effectiveness
review. This was conducted by a leading
board evaluation firm, Boardroom Review,
which completed a comprehensive and
rigorous evaluation of the Board’s work,
effectiveness, composition and efficiency.
The outcome was positive. The review
generated a number of insightful suggestions
which we have set aside time to address over
the next 12 months. We will report on
progress against them next year.

We are aware that we must continually
develop our knowledge and skills so we can
respond to changing market conditions and
new business challenges and opportunities.
Our Board development sessions this year
concentrated on corporate responsibility,
changing occupier requirements and
consumer behaviours, technical innovation
and sustainability.

RISK

Our Board meeting in September focused on
risk. The purpose of the session was to gauge
the risk appetite of Directors and their
perception of the level of risk currently being
taken in the business. Directors were asked
whether they would like to see the Company
increase or decrease its exposure to risk as a
means of improving returns. The awareness

of risk amongst Directors was very high and
a consensus emerged as to the levels of risk
the Board is happy for the business to take.

BOARD COMMITTEES

Our Board Committees have continued to
perform effectively. Following a year of
considerable change with the appointment
of a new Chief Executive, the focus of the
Nominations Committee included the Board
effectiveness review, succession planning at
the Senior Manager level and the search for
anew Non-executive Director. The
Remuneration Committee completed an
extensive consultation on changes to the
remuneration of our Executive Directors,
which received overwhelming support from
shareholders. It also considered guidance
from investors on their expectations for
executive remuneration and the various
consultations and proposals from the
Department for Business, Innovation & Skills
for Directors’ remuneration. The Audit
Committee considered a number of key risks
within the business and oversaw a tender

of our external audit. You will find more on
the work of the Committees in this report.

)

Over the following pages we describe our
corporate governance framework in more
detail and include case studies of our
governance in action. I hope you will find this
helpful in understanding our commitment
to good governance.

Aol Gt wisastt

Alison Carnwath
Chairman



LEADERSHIP

THEROLE OF THEBOARD AND ITS COMMITTEES

The Bogrd

CHART 40
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Remunergtion
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Board Committees

THEBOARD

The Board provides leadership to the

Group. It sets the strategy and oversees its
implementation, ensuring that acceptable
risks are taken. It ensures that the right people
and resources are in place in order to deliver
long-term value to shareholders and benefits
to the wider community.

To help retain control of key decisions, the
Board has put in place a formal schedule of
reserved matters that require its approval.
The principal reserved matters are:

— strategy;

—new business areas;

—authorisation of transactions in excess of
£150m and those which are otherwise
significant;

—internal controls and risk management;

—remuneration policy (through the
Remuneration Committee);

—shareholder circulars and listing
particulars;

—matters relating to share capital, such as
share buybacks;

— treasury policy and significant fundraisings;

—dividend policy; and

— appointment/removal of Directors and the
Company Secretary.

The Board also delegates matters to Board
Committees and management. Clearly
defined written limits support these
delegations.
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A copy of reserved matters is available to

view on the Corporate Governance section

of the Company’s website: www.landsecurities.
com/about-us/corporate-governance/
role-of-the-board.

AUDITCOMMITTEE

The Audit Committee’s primary function is to
assist the Board in fulfilling its financial and
risk oversight responsibilities. During the
year the Committee met four times.

The Committee reviews items such as the
half and full year results and then makes
arecommendation to the Board.

Further information on the work of the
Committee during the year can be found
later in this section.

NOMINATIONS COMMITTEE

The Nominations Committee is responsible
for considering the Board’s structure, size,
composition and succession needs. It also
has oversight of the succession planning for
Senior Managers. The Committee met twice
during the year.

The Committee will lead such items as a
search for a new Non-executive Director and
will then make a recommendation to the
Board on the suitable candidate.

Further information on the work of the
Committee during the year can be found
later in this section.

|
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Executive Committee

Executive Committees

REMUNERATION COMMITTEE

The Remuneration Committee is responsible
for determining the remuneration and
conditions of employment for Executive
Directors and Senior Managers. The
Committee met four times during the year.

Further information on the work of the
Committee during the year can be found in
the Remuneration Report.

CORPORATERESPONSIBILITY COMMITTEE
The Corporate Responsibility (CR)
Committee reports to the Chief Executive.
The Committee meets every two months and
is responsible for:

— defining strategic priorities in CR;
—monitoring CR performance; and

—ensuring that CR activities remain directly
related to our business objectives.

Our Corporate Responsibility Report 2013
1s available at www.landsecurities.com/
responsibility.

FINANCE COMMITTEE

The Finance Committee comprises the Chief
Executive, the Chief Financial Officer and
David Rough, a Non-executive Director.

It met three times during the year.

The Committee is responsible for considering
the Group’s funding and reviewing certain
funding activities including the approval of
all new debt facilities. Depending on the level
and type of funding, further approval may be
required from the Board.



ASSETAND LIABILITY COMMITTEE

The Asset and Liability Committee members
include all of the Executive Directors, the
Group’s Research Manager and the Group’s
Director of Tax and Treasury. It met three
times during the year. The Committee is
responsible for reviewing the following
items, many of which come to the Board for
information and discussion:

—the external environment: the economy,
financial markets, the property cycle and
the property markets in general;

- funding in the context of the Group’s
long- and short-term requirements;

— the forecast impact of acquisitions, disposals
and developments on the Group’s balance
sheet;

—balance sheet gearing ratios and balance
sheet resilience in the event of market
shocks; and

—liquidity analysis of the portfolio, development
and pre-development exposure.

INVESTMENT COMMITTEE

The Investment Committee meets weekly
when required and comprises the Group’s
Executive Directors. It is responsible for
approving significant transactions including
acquisitions, disposals, developments and
other transactions where they have a value in
excess of £20 million or are otherwise unusual.

SENIORMANAGEMENTBOARD

The Senior Management Board is made up
of the Group’s Executive Directors and, with
effect from 1 April 2013, the Group’s General
Counsel and Company Secretary and the
Group’s HR Director. It meets weekly and
invites other senior executives to discuss
operational matters.

LONDON AND RETAILEXECUTIVE COMMITTEES
The London Executive Committee and Retail
Executive Committee members comprise
senior executives across the London and
Retail business units respectively. The
Committees review governance and
operational performance within their
business units and ensure adherence to the
Group’s strategic and financial aims,
assessing and mitigating key risks.

To put the work of many of these Committees
into context, see page 63 where we have
prepared a case study on the X-Leisure
acquisition.

BOARD COMPOSITION AND ROLES

The Board comprises the Chairman, three
Executive Directors and six independent
Non-executive Directors. The Chairman and
Chief Executive’s key responsibilities are
summarised as:

Chairman

—As Chairman, Alison Carnwath is
responsible for leading the Board, its
effectiveness and governance. She sets the
tone for the Company, and ensures the links
between the Board and management and
the Board with shareholders are strong.

Chief Executive

—As Chief Executive, Robert Noel is
responsible for the day-to-day management
of the Group’s operations, for
recommending the Group’s strategy to the
Board and for implementing the strategy
agreed by the Board.

Executive Directors
— Martin Greenslade and Richard Akers
support Robert Noel in devising and

Senior Independent Director

— Kevin O’Byrne as Senior Independent
Director is available to discuss any concerns
with shareholders that could not be
resolved through the normal channels of
communication with the Chairman or
Chief Executive. No such concerns were
raised in the year.

As at 1 April 2013, the composition of the
Board was:

SPLITOF DIRECTORS CHART 41

O Chairman
Executive directors 3

Non-executive
Directors 6

LENGTH OF TENURE OF
NON-EXECUTIVEDIRECTORS

CHART 42
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Independent Non-executive Directors
—David Rough, Sir Stuart Rose, Kevin
O’Byrne, Chris Bartram, Simon Palley and
Stacey Rauch as Non-executive Directors
constructively challenge the Executive
Directors and monitor the delivery of the
agreed strategy within the risk and control
framework set by the Board.
BOARD AND COMMITTEE MEETINGS AND ATTENDANCE TABLE 43
Audit Nominations Remuneration
Board Committee Committee Committee
meetings meetings meetings meetings
Director
Alison Carnwath 77 2/2 4/4
Robert Noel 77
Martin Greenslade 7/7
Richard Akers 7/7
David Rough 6/7" 4/4 4/4
Sir Stuart Rose 7/7 112
Kevin O’Byrne 77 4/4 2/2
Chris Bartram 77 23 2/2 3/34
Simon Palley 77 4/4
Stacey Rauch 77 3/3°

Board meeting rescheduled at short notice, which resulted in David Rough being unable to attend the Board meeting as he was travelling.
Sir Stuart Rose stepped down from the Remuneration Committee afterits 9 May 2012 meeting.

Chris Bartram stepped down from the Audit Committee afterits 5 July 2012 meeting.
Chris Bartram was appointed to the Remuneration Committee on 19 July 2012.
Stacey Rauchwas appointed to the Audit Committee on 5 July 2012.

David Rough stepped down from the Remuneration Committee on 31May 2013.

aunawN =



BOARD ACTIVITY

Seven principal Board meetings were held
during the year. At every meeting each
Executive Director gave a report on his
particular area of responsibility within the
business, which were primarily:

London Portfolio

Robert Noel (Chief Executive)
— overview of the Group’s operational

performance and key activities performance

— progress with the Group’s key
business targets

—human resources —treasury and tax

— investor relations

—information systems

—legal and compliance

— corporate responsibility

— trends in the London property market

Martin Greenslade (Chief Financial Officer)
—overview of the Group’s financial

—the Group’s financial statements

— the Group’s five year forecast and budget

Richard Akers (Executive Director)
— operational performance of the
Retail Portfolio

—operational performance of the

—trends in retail property markets
—retail property

— Health and Safety

—valuation

—environment

In order to show how our governance works
in practice, we have included the following
case study:

CASE STUDY: X-LEISURE ACQUISITION

P/”ﬂ'ecﬁ Team

Day-to-day running
of the project.

- Commttee

Retai/ Executive

Reviewed the financial
and strategic
implications.

During the year, we
increased our ownership
from 12% to 59.4% of the
X-Leisure Unit Trust, a
Jersey regulated specialist
fund investing in leisure
properties.

This was a significant step towards our goal
of increasing the proportion of leisure
assets within the portfolio. The transaction
was substantial and high profile, involving a
diverse mix of leisure assets, from cinema
complexes to restaurants, health and
fitness centres, bars, nightclubs and indoor
ski slopes. Here we highlight how our
governance and review processes informed
the various stages of the acquisition.

1. Project Team

The opportunity to purchase unitsin
X-Leisure was evaluated by our retail team
and corporate finance team (the project
team). They were supported by internal
experts from the Tax, Insurance, Treasury,

Company Secretariat, Finance, Internal
Audit, Building Surveying, HR and Legal
teams; and by leading external financial
advisers, property advisers and law firms
inthe UK and Jersey. Due diligence helped
us to calculate the price we were willing
to pay and the returns we expected
togenerate.

2.Retail Executive Committee

The project team produced a detailed paper
for the Retail Executive Committee. The
Committee considered the returns, the
risks and the impact on the Retail Portfolio.

3. Investment Committee

This Committee considered the proposalin
the context of the Group’s strategy,
alternative opportunities and the likely
impact on balance sheet, cash flows and
earnings.

4. Senior Management Board

Further due diligence was carried out by the
project team and our advisers. The team
kept the Retail Executive Committee and
the Senior Management Board updated on
progress and sought their views at key
points.

1

Asset & L/aé// ‘Lﬂ

Committee

Considered the impact
of the transaction.

Investment Committee

Assessed theimpact of the
acquisition against the Group's
strategy and maintained oversight
of the transaction.

Senior meﬂmem%
02 Bogrd

Updated regularly with
progress on the project with
views sought at key points.

Finance Committee
Considered re-financing
of each loan facility.

5. Assetand Liability Committee

This Committee considered the transaction
inthe context of the economic
environment, and its likely impact on the
Group’s balance sheet, cash flows and
funding requirements.

6. Validation

The project team sought and received
approval from the Retail Executive
Committee and the Investment
Committee before non-binding Heads
of Terms were signed. The Committees
assessed detailed due diligence and
integration issues, as well as individual
asset plans for each of the properties
within the fund.

7.Board approval

At the early stages of the project, the Board
considered a discussion paper which
enabled the Directors to raise questions
wellin advance of the requirement for
formal Board approval. Once the
acquisition terms were close to approval,
the Investment Committee approved the
outline terms and recommended them to
the Board.

The Bogrd

Considered the Committees'
recommendations in the
context of the Group's strategy
and alternative investments.
Approved the terms of the
acquisition within certain
parameters.

AN

Aspecial Board meeting considered and
approved the transaction delegating
authority to an Executive Director to settle
the detailed items.

8. Shareholder announcement
On ssigning, anannouncement was released
via the London Stock Exchange.

9. Integration

The Retail Executive Committee and
the project team agreed a detailed
integration plan for the management
company, which was set to become a
subsidiary of the Group. The Retail
Executive Committee assumed
responsibility for integration.

10. Finance Committee

Following the purchase, the Finance
Committee considered the re-financing
of loan facilities within the fund, some of
which were nearing expiry. It will also
consider future financing arrangements.



LETTER FROMTHE

NOMINATIONS COMMITTEE

Dear Shareholder,

Last year we appointed a new Chief Executive
and a new Non-executive Director. This year
we made no changes to the Board, although

we did make a number of changes to the
composition of our Board Committees.

Our focus has been on Board evaluation, the
professional development of members of the
Board, succession planning and the adoption
of a new Board Diversity policy. We have also
commenced a search for a new Non-executive

Director to join the team.

The evaluation of the Board was conducted
independently by leading board evaluation

firm, Boardroom Review. The review
highlighted the positive and open culture

that we have on our Board. It also noted the

Board’s range of skills, experience and
contribution. You can read more about the
review on page 65.

Of course, there is always room for
improvement. In the coming year we will

be concentrating on our longer term vision
and on ensuring the Board continues to have

the optimal range of skills, experience,
diversity and personalities to succeed. We

are on course for the Board to comprise 25%

women by 2015, in accordance with Lord
Davies’ recommendations and our new

diversity policy.

Aleading search consultant attended a
meeting of our Nominations Committee
in March to discuss our requirements for a

new Non-executive Director. Our intention

is to make this appointment over the next
12 months.

Leadership and succession planning were
also key topics for discussion this year. We
established a “Talent Panel’ to examine and
enhance the way we recruit and develop the
careers and experience of people at all levels
of the business. The panel is chaired by
Richard Akers.

Opver the following pages you can read more
about the actions of the Committee, including
our work on Board effectiveness.

Al Gt wiwastt

Alison Carnwath
Chairman

Committee members:
— Alison Carnwath (Chairman)
- Kevin O’Byrne
(Independent Non-executive Director)
— Chris Bartram
(Independent Non-executive Director)

[]) TheCommittee'swrittentermsof reference are available
B&=h onthe Company's website at www.landsecurities.com/about-us/
corporate-governance/board-committees



BOARD EFFECTIVENESS

NOMINATIONS COMMITTEE AGENDA
The Committee met twice during the year.
Matters considered included:

—monitoring the Board'’s structure, size,
composition and diversity to achieve a balanced

and effective Board in terms of skills, knowledge

and experience;

—reviewing the leadership needs and succession
planning of the Group including identifying and
developing talent;

—engaging an executive search consultant to
search for a new Non-executive Director;

—considering potential conflicts of interest
amongst Directors;

—undertaking a rigorous review of the
independence of Sir Stuart Rose and David
Rough, who will shortly complete 10 and 11
years of service on the Board respectively.

BOARD ENVIRONMENTAND ACCESS
TO APPROPRIATE INFORMATION

A positive and transparent culture exists on
the Board with good contributions from
each Board member. The environment
encouraged Directors to raise challenging
questions, debate issues freely and respond
to each other.

The papers presented to the Board were
focused on the Board’s priorities and were
clear and well-articulated. The agenda

structure combined presentation and debate.

In addition to Board meetings, the Board
calendar included presentations from

executives below Board level, non-executive

sessions without the Executives present and
Board dinners with a variety of attendees

including Senior Managers. Effective support
to the Board, including governance matters,
was provided by the Group General Counsel

and Company Secretary.

BOARD EVALUATION CYCLE

\ \

Year 2 Year 3
Questionnaires on the

issues raised in Year 1by —>
the same independent

consultants

Yeqr 1

External evaluation
by independent, -
external consultants

T

CHART 44

Interviews with the Chairman
and Group General Counsel
and Company Secretary

BOARD EVALUATION

—>

Conclusions of the
Board Review

Review the work of the Board,
Board environment and use
of time

Progress against
2012 evaluation
targets

Thereview explored three key aspects:
1. the work of the Board (strategy, risk and control, and performance management)

2.the Board environment (culture and composition)
3. the use of Board time (planning and allocation).
Conclusions of the Review

The Board was effective and operating to a high level. Particular areas
of strength included:

—financial reporting, internal controls, the Audit Committee and risk
management process

—confidence in the Chief Executive and the Executive Team

—the Board’s open and inclusive culture, contribution and the quality
of Chairmanship

—the structure of the Board calendar, agendas, papers and support
—corporate culture, the development of remuneration policies and
executive succession.

Progress against 2012 evaluation targets
—good progress had been made against the previous year’s Board evaluation targets;

Areas for focus
2013/14

Management’s recommendations were updated to improve the assessment of how

proposals fit with Group strategy, forecasts and alternatives

—improvement in the focus and content of finance papers

—operational reviews also included regular updates on progress with the Group’s
key developments.

Areas for focus for 2013/14

—to more closely monitor sector changes

—a commitment from the Company to ensure the Non-executive Directors are able
to familiarise themselves with more of the Group’s properties

—the future Board composition, and the balance of formal and informal time

—inviting more external subject matter experts to facilitate discussions in highly
specialised areas such as technology.



EVALUATION OF THE PERFORMANCE
OFTHEBOARD

The three-year review cycle started again

this year with an independent, formal and
rigorous evaluation of the performance of the
Board, its Committees, the Directors and the
Chairman, conducted by Boardroom Review.

The review included meeting the Chairman
to agree the scope of the evaluation,
individual meetings with each Director and
the Company Secretary, and attendance at
the December 2012 Board meeting. The
outcome of the evaluation was fed back to
the Board at the meeting in February 2013.
Boardroom Review does not have any

other connections with the Company or
individual Directors.

Chairman’s evaluation

Kevin O’Byrne, the Senior Independent
Director, led the evaluation of the
Chairman after the Board meeting in
November. He gave feedback to the
Chairman on the outcome.

PROFESSIONALDEVELOPMENT, SUPPORT,
TRAININGAND INDUCTION FORDIRECTORS

The Chairman organised a development
session on Corporate Responsibility (CR).
This included an overview of Land Securities’
current approach, CR programme and
emerging issues around sustainability and
responsibility. A Board ‘away day’ was also
held, to discuss strategy, develop and refresh
the Board’s knowledge and skills.

The Board has two specific knowledge
development sessions planned in each year.
This year the Board received presentations
on legal and commercial developments in
leases and on Corporate Responsibility
initiatives within the Group.

Board knowledge of the Company’s property
portfolio was enhanced through site visits

by the Directors to the developments at

20 Fenchurch Street, EC3, Nova Victoria,
SWI, Trinity Leeds and Buchanan Galleries,
Glasgow.

To enrich the experience and development
of Executive Directors and Senior Managers,
the Group supports the taking up of non-
executive directorship positions at listed
companies and charities. Richard Akers
therefore continued as a Non-executive
Director of Barratt Developments PLC.

INDUCTION

Stacey Rauch was appointed as a Non-executive
Director on 1January 2012. A comprehensive
induction was arranged for her by the Chairman
and Group General Counsel and Company
Secretary. Her induction has continued this year
with visits to properties and development sites
across the Retail Portfolio —including those at
Gunwharf Quays, Lewisham, the O2 at Finchley
and the W12 centre in Shepherd’s Bush—and a
tour of additional London properties. Stacey also
met with a number of Senior Managers in the
organisation including Portfolio Directors and
Centre Managers, as well as our external auditor
and valuers.

BOARD AWAY DAY

The Board's ‘away day’ was held over two days
in London and included:

—anoverview by Robert Noel of his first ten
months in his role as Chief Executive, which led
to a detailed discussion of the business

—aworkshop on changing consumer behaviours,
and technical innovation and sustainability in
retail, facilitated by Richard Akers

— presentations from external experts on the
macro-economic environment and property
market outlook.

INDEPENDENCE

The Nominations Committee reviewed and
confirmed the independence of Sir Stuart
Rose and David Rough, who will shortly
complete 10 and 11 years of service
respectively. In accordance with the UK
Corporate Governance Code and guidance
published by shareholder bodies, a rigorous

review of their independence was conducted.

This included an analysis of their
contributions to the Board and Board
Committees, and their external interests
and roles.

The Committee concluded that both David

and Sir Stuart were independent in character

and judgement. They noted, in particular,
their objectivity, the constructive challenge
that they provide to management, and the
additional support and guidance they give
to Executive Directors and Senior Managers
outside Board meetings.

The Committee also concluded that the
remaining Non-executive Directors were
fully independent in character and
judgement. In addition, the Committee
confirmed that Alison Carnwath was
independent at the time of her appointment
as Chairman.

DIVERSITYPOLICY

The Board works hard to ensure that it is
able to recruit Directors from different
backgrounds, with diverse experience,
perspectives, personalities, skills and
knowledge. We believe that diversity
amongst Directors contributes towards a
high performing, effective Board. During
the year, we adopted a new diversity policy,
which is summarised below.

We have made good progress in terms of
gender diversity, with more women now
filling senior management positions across
all of the major divisions of the Company.
We continue to focus on this area. Land
Securities participates in the FTSE cross-
mentoring programme for women wishing
to operate at board level in senior positions.
Through this we provide a mentoring service
for women in FTSE companies and other
companies reciprocate.

In support of our policy on diversity, we
intend to report annually on the following
objectives and initiatives that promote gender
and other forms of diversity amongst our
Board and Senior Management:

—our target to have at least 25% of our Board
made up of women by 2015, whilst ensuring
that candidates are always selected on merit

—we will consider candidates for appointment
as Non-executive Directors from a wider
pool, including those with little or no listed
company board experience

—we will only engage executive search firms
who have signed up to the voluntary Code
of Conduct on gender diversity and best
practice

—we will ensure the topic of diversity is raised
during each Board evaluation

—we will assist the development of a pipeline
of high-calibre candidates by encouraging
abroad range of senior individuals within
the business to take on additional roles so
they can gain valuable external board-level
experience.



BOARD GENDER SPLIT CHART45
O Men 80%
/—\ Women 20%
| |
WOMEN IN EXECUTIVE CHART 46
POSITIONS
O Men 80%
/—\ Women 20%
| |
LAND SECURITIES CHART47
GENDERSPLIT
O Men 54%
Women 46%

7
Ly

RE-ELECTIONTOTHEBOARD

The effectiveness and commitment of the
Non-executive Directors has been reviewed.
The review noted that the time commitment
had gradually increased over the last five
years. The Nominations Committee is
satisfied with the time commitment of each
Non-executive Director during the year and
confident that each of them would be in a
position to discharge their duties to the
Company in the coming year. As detailed in
the notice of the Annual General Meeting,
all Directors will stand for re-election.

CONFLICTSOFINTEREST

The Board operates a policy to identify and,
where appropriate, manage conflicts or
potential conflicts of interest.

The Nominations Committee monitors this
and considered that there was a potential for
a conflict of interest to arise for Chris
Bartram, Kevin O’Byrne and Richard Akers.
The Committee addressed these potential
conflicts as detailed in the table below.

POTENTIALCONFLICTS OF INTEREST

Director Potential conflict

Mitigation

Chris Bartram

Chairman of Orchard Street
Investment Management (OSIM)
and a Non-executive Director

of The Crown Estate, which are,
in some areas of operation,
competitors of the Group

Chris Bartram did not take part
in discussions or see relevant
information on potential
acquisitions of property where
there was a realistic prospect of
OSIM or The Crown Estate also
being involved.

Kevin O’Byrne

Executive Director of Kingfisher
plc, alarge tenant of the Group

Since operational matters, such as
retail leasing, were unlikely to be
considered at Board level, the
Committee concluded that in
practice conflicts of interest were
unlikely to occur.

Richard Akers

housebuilder

Non-executive Director of Barratt
Developments PLC, aleading

The risk of a conflict was
considered low given that the
Group operated in different
sectors of the property market to
Barratt Developments, which is
predominantly a residential
developer. Nevertheless, Barratt
Developments agreed not to
circulate any papers to Richard
Akers or involve him in discussions
regarding an acquisition or
disposal of land they believe
might be in competition or place
him in a position of conflict with
the Company.




LETTER FROM THE CHAIRMAN
OF THE AUDIT COMMITTEE

Dear Shareholder,

I'would like to give you an overview of the
operation and scope of the Audit Committee
and report on our work over the past year.

The Group has a strong culture of risk
awareness embedded in decision making,
and robust processes that support the
identification and management of risk.
Again, this year we undertook a high level
review of risks, including the assessment of
our “Top 10’ risks for the Group and a ‘Watch
List’ of emerging risks. We also examined
some in more detail, with experts from the
business invited to attend meetings to update
us on the identification and mitigation of
risks specifically people risk, cybersecurity
and Scottish devolution.

During the year our Internal Audit team
assessed the financial controls and risk
management in place on a number of our new
developments, including Trinity Leeds and
62 Buckingham Gate, SW1. They also
undertook a number of audits, including
audits of the Treasury and Health and Safety
functions, to provide assurance to the Audit
Committee that the control environment was
continuing to operate effectively.

Our valuers, Knight Frank, and auditors,
PricewaterhouseCoopers LLP, regularly
attended our meetings to update us on the
valuations and results respectively. I met

with both to discuss their work both in the
company of management and in their absence.

In light of emerging best practice, this year we
decided it was appropriate to put our external
audit out to tender. The Committee
appointed a ‘Selection Panel’ comprising
Alison Carnwath, members of the Committee
—including myself — and management. After
a thorough review process, we have appointed
Ernst & Young LLP as our auditors. Their
reappointment will be subject to
shareholders” approval at the 2013 AGM.

Kevin O’Byrne
Chairman, Audit Committee

Committee members:

- Kevin O’Byrne (Chairman)

—David Rough (Independent Non-executive
Director)

—Stacey Rauch (Independent Non-executive
Director)

[] Althoughallof the Committee membersare considered tobe

&b  appropriately experiencedto fulfiltheirrole, Kevin O'Byrneis
considered to have significant, recent and relevant financial
experience inline with the UK Corporate Governance Code.
Further biographical details of each of the members of the
Committee are set out on pages 58 and 59. The Committee’s
written terms of reference are available on the Company’s website
atwww.landsecurities.com/about-us/corporate-governance/
board-committees.



ACCOUNTABILITY

AUDIT COMMITTEEMEETINGS

The Committee’s primary function is to assist
the Board in fulfilling its financial oversight
responsibilities. Meetings of the Audit
Committee were also attended by the
Chairman of the Board, Executive Directors
and the Group’s General Counsel and
Company Secretary, who acts as Secretary to
the Committee. In addition, the Director of
Risk Management and Internal Audit and
representatives from the Group’s auditors
during the year, PricewaterhouseCoopers LLP
(PwC), were present at each meeting. The
Group’s external valuers, Knight Frank LLP,
also attended the meetings after the halfyear
and full year valuations to present their reports.
All of the Board were invited to attend the
meeting which reviewed our full year results.

AUDIT COMMITTEEAGENDA

The Committee met four times. Its agenda
included reviewing:

—the final and interim financial statements and
matters raised by management and the external
and internal auditors

—the effectiveness of the Group's system of
internal controls and risk management

—the ‘Top 10’ risks for the whole Group and
‘Watch List’ of emerging risks

—updates on people risk, cybersecurity and
Scottish devolution

—theresults of internal audit reviews,
management action plans to resolve any issues
arising and the tracking of their resolution

—the external auditors, their effectiveness,
objectivity and independence, and the terms
of engagement and the scope of the audit

—audit plans for external and internal audits

—policy on the provision of non-audit services by
the external auditor

- performance of the Company’s auditors and the
externalvaluers

—the full and half year valuations and the external
valuation process; and

—the Group’s policies for preventing fraud and
bribery, its employee code of conduct and its
business ethics and anti-corruption policy.

In conjunction with the Board evaluation
outlined on page 65, the Committee
evaluation concluded that it remained
an effective Audit Committee.

EXTERNALAUDITS AND VALUATIONS
External auditors and non-audit work

The Audit Committee had policies and
procedures in place to monitor and maintain
the objectivity and independence of the
external auditors, PwC. The policy requires
prior approval by the Chairman of the Audit
Committee of non-audit work above a de
minimis threshold level of £25,000.

During the year the auditors undertook the
following non-audit work, none of which
exceeded the non-audit work threshold level:

— providing a comfort letter on the annual
update of the Group’s debt prospectus

—reviewing agreed procedures in relation
to non-statutory financial statements of
Thomas More Square Estate

—reviewing agreed procedures in relation
to the ground rent schedules provided to
The Crown Estate for the Exeter properties

—reviewing the net rent schedule provided to
Cardiff City Council for the properties at
St David’s

—non-statutory reporting on the consolidated
financial statements of LS Intermediate
Limited

— extraction procedures on the ground rent
and service charge certificates.

The ratio of fees for non-audit work to audit
serviceswas 1:6. The ratio reflects the
relatively straightforward nature of the Group
statutory audit.

Due to familiarity with the subject matter and
alignment with work carried out under the
audit, these services were provided by PwC.
In order to maintain PwC’s independence
and objectivity, PwC undertook its standard
independence procedures in relation to those
engagements. Further details on the amounts
of non-audit work paid to PwC are set out in
note 7 to the financial statements. These were
reported to and considered by the Audit
Committee.

The Committee also appraised the effectiveness
of PwC, and also assessed their independence.
The Committee concluded that PwC remained
independent. Furthermore, PwC confirmed to
the Committee that it maintained appropriate
internal safeguards to ensure its independence
and objectivity.

During the year, the Audit Committee
held a private meeting with PwC, without
management being present, in order to
receive feedback from them on matters
such as the quality of interaction with
management. The Chairman of the
Committee also met with PwC separately
on several occasions.

AUDITTENDER

This year, Land Securities put its audit out to
tender. In addition to this being good practice
and satisfying new governance requirements,
the tender enabled us to determine whether
other firms offered a different approach to the
audit. A Selection Panel was set up comprising
Kevin O’Byrne, David Rough, Martin Greenslade,
Alison Carnwath, and Despina Don-Wauchope,
the Group Financial Controller.

A number of firms were approached to tender

for the audit. The list was based upon their
experience, industry skills and knowledge, their
ability to perform the audit to a high standard and
any pre-existing business relationships that might
affect theirindependence. Three firms submitted
tenders and were shortlisted. Each was given
access to Directors and Management, including
meetings with Robert Noel, Martin Greenslade
and Kevin O’Byrne, before presenting to the
Selection Panel and Senior Management.

The Selection Panel recommended to the Audit
Committee and Board that Ernst & Young LLP

be selec