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Presentation of financial information

The Group financial statements are
prepared under IFRS where the Group’s
interests in joint ventures and funds are
shown as a single line item on the income
statement and balance sheet and all
subsidiaries are consolidated at 100%.

Management considers the business
principally on a proportionally consolidated
basis when setting the strategy, determining
annual priorities, making investment

and financing decisions and reviewing
performance. This includes the Group’s
share of joint ventures and funds

on a line-by-line basis and excludes
non-controlling interests in the Group’s
subsidiaries. The financial key performance
indicators are also presented on this

basis. Refer to the Financial review for

a discussion of the IFRS results.

We supplement our IFRS figures with
non-GAAP measures, which management
uses internally. IFRS measures are
labelled as such. See our supplementary
disclosures which start on page 179 for
reconciliations, and the glossary found

at britishland.com/glossary.

Underlying Profit

£340m

2018: £380m

IFRS profit/(loss) before tax

£(319)m

2018: £501m

Dividend per share

31.00p

2018: 30.08p

IFRS net assets

£8,689m

2018: £9,506m

Carbon intensity
reduction versus 2009

64%

2018: 54%

Bright Lights skills and
employment programme

393

people supported with work
2018: 288

Integrated reporting

We integrate social and environmental
information throughout this Report in

line with the International Integrated
Reporting Framework. This reflects

how sustainability is integrated into our
placemaking strategy, governance and
business operations. Our industry-leading
sustainability strategy is a powerful tool to
deliver lasting value for all our stakeholders.



OUR INVESTMENT CASE

Four compelling reasons
to invest in British Land

®

The scale and quality
of our portfolio

Our 23m sq ft portfolio of high quality
assets is underpinned by our resilient
balance sheet and financial strength

- £16bn of assets under management (£12.3bn owned)
- Increasingly mixed use at our London campuses and

high quality retail nationwide

- Loan to value (LTV) is appropriate at 28.1% and cost
of finance is low at 2.9%

British Land owned assets

£12.3bn

Learn more on pages 8to 9

Our operational expertise
and customer insight

Our deep expertise of managing and leasing

our assets, based on our understanding

of the customer, drives incremental value

for British Land and our stakeholders

- Investing in our places to deliver more attractive
and engaging environments

- Targeting the right mix of occupiers to make
our places successful

- Understanding the needs of our customers as
they evolve

Visitor surveys completed in the last year

¢.26,500

Learn more on pages 10 to 11

Our distinctive business
model and clear strategy

We are increasing our focus on mixed

use places and on a five-year view will be
growing our London campuses and building
a residential business while refining

our Retail business

- Enhancing our campuses through development

- Masterplanning a 53 acre development opportunity
at Canada Water

- Delivering a smaller, more focused Retail business
through asset sales

Residential homes envisaged in our
Canada Water masterplan

3,000

Learn more on pages 18 and 19

A well-positioned
development pipeline
Our development pipeline is aligned

to our strategy and provides visibility on
future earnings

- 1.6m sq ft of high quality, design-led buildings
focused on our campuses

- Developments delivering £63m of future rents
adding 4.5p to EPS

- De-risked by pre-letting space to lock in
future income

Committed and recently completed
developments pre-let or under offer

16%

Learn more on pages 22 to 23

British Land | Annual Report and Accounts 2019



BRITISH LAND AT A GLANCE

Who we are

We are a leading UK property company. We create and manage
places that reflect the changing needs of the people who work,
visit or live in and around them.

E Visit britishland.com to learn more about our business

Our business

Our portfolio is increasingly focused on mixed use places.
Our campus-focused Offices portfolio and Canada Water are located
in central London and our Retail assets are around the country.

Campus-focused London Offices

Our three office-led
campuses are located

in central London. They
are well-connected and
engaging places to work
and spend time, with the
right mix of world class
offices, retail, leisure and
dining, helping our occupiers
attract the best talent for
their business.

Offices comprise
(y

S51%

of the portfolio

Learn more about our London
portfolio on pages 12 to 13
and 37 to 38

Canada Water

At Canada Water our
masterplan includes office,
retail, residential, leisure
and public spaces to create
an exciting new urban centre
for London.

53

acres

Learn more about the Canada
Water development on pages
14 to 15 and 43

Paddington

11 acre office-led campus
close to Paddington Station

We are delivering a wide
and varied dining offer

with new signings including
Lords of Poké whose story
we tell on page 12

Regent’s Place
13 acre office-led campus in

the West End, close to Euston,
Great Portland Street and Warren
Street stations

Its proximity to the Knowledge
Quarter of academic institutions
is increasing the profile of the
area. Read more about our
occupier, Dentsu Aegis Network,
on page 13



Our five-year vision

We have set out a clear strategic plan to build an increasingly mixed
use business. It will comprise three core elements; our London campuses,
a smaller Retail portfolio and a residential business.

Learn more about our long term strategy on page 7

Broadgate

32 acre office-led campus adjacent to
Liverpool Street station

On site with three major developments

with pre-lettings to global advertising group
McCann, technology company Mimecast and
[talian marketplace Eataly. Read more about
this on page 12, 38 and 41

Canada Water
53 acre development
opportunity in zone 2

Connecting with local
education and families
through the Paper Garden
and supporting London’s
poets through the Poetry
School whose story we tell
on page 14

Teesside

Leading regional retail centre in
the North East

Hotel Chocolat have opened their second
store with British Land at Teesside, with a
third planned at Fort Kinnaird, Edinburgh.
Read more about this on page 16

Portfolio breakdown includes:
Canada Water 3%

Residential 1%

Meadowhall
1.5m sq ft superregional retail centre
with 280 units

Rock Up and Joe Browns were amongst the
businesses that took space at Meadowhall
following our £60m refurbishment. Read
more about them on pages 16 and 17

Our retail places are around
the country and reflect the
changing way people shop.
Increasingly we are focused
on multi-let locations within
or close to urban areas
which best complement an

omni-channel retail strategy.

45%
of the portfolio

Learn more about our
Retail portfolio on pages 39
to 40




LETTER FROM THE CHAIRMAN

Another year of good progress

In my final year as Chairman I leave the business

well positioned for the future.

Our business has continued to make good progress this year
against an uncertain economic and political backdrop. We saw the
effect of the particularly challenging retail environment in valuation
declines but delivered a robust earnings performance with good
progress on our strategy.

Our Office leasing performance has once again been excellent.
Across our London office business, we have leased over Tm sq ft
of space, to world class businesses including McCann, Facebook
and Milbank. The quality of the buildings we are delivering and
our campus approach are really paying off. A broader range of

visited Broadgate with the Board in March, it is no exaggeration

to say that the neighbourhood has been transformed. We are
delivering world class, modern office space alongside some of the
best retail, leisure and restaurants in London, all integrated within
central London’s largest pedestrianised environment. And there's
more to come; during the

year we were delighted to

receive planning permission

for 1-2 Broadgate,

which will represent the

cornerstone of the next phase British Land is taking the

businesses than ever before are taking space at our campuses,
at attractive rental levels, and our recently completed and
committed pipeline of new buildings is now 76% pre-let or under
offer, locking in significant future income for our business. This
is a resounding endorsement of our campus strategy and our
decision to commit to development over recent years.

Our three London campuses at Broadgate, Paddington Central and
Regent’s Place represent British Land at its best. Having recently

John Gildersleeve, Non-Executive Chairman
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of Broadgate's transformation.

right steps to position its

Storey, our flexible office portfolio for the long term

business, is now operational
across all of our campuses.

It is additive to our overall
offer and we've been pleased
with our leasing progress.
We've signed new types of
businesses as well as existing
occupiers looking for space in
which to expand, project space
or space on more flexible
terms as their needs change.
There is no question that demand for increased flexibility is a
theme that's here to stay in the office market. We recognised this
early and responded appropriately, meaning that our offices offer
remains relevant to as many potential occupiers as possible.

Dividend per share

31.00p

2018:30.08p

Last year | wrote that the retail sector was experiencing a period
of challenge and rapid change. If anything these challenges have
become more pronounced this year. Fundamental structural
changes driven primarily by the internet have been compounded
by short term headwinds including subdued consumer confidence,
cost pressures and changes to business rates. In this context, we
remain focused on providing the kind of space modern retailers
need to succeed. We know that long term, only the best quality,
best located and most accessible retail space will continue

to thrive. To maximise occupancy and support rents, we also

know our retail places need to be located in areas with strong
demographics, affordable to retailers and the right size to underpin
good demand tension for the space.

Again, this is something we have been focused on for some time
and we have a clear view of the long term role retail will play within
British Land as a smaller, more focused part of our portfolio. This
year we made further good progress towards that, disposing of
£646m of retail assets, meaning we have now sold nearly £3bn

in the last five years.



At the same time, the team have remained focused on the
operational performance of our Retail business. We have leased
1.6m sq ft of retail space this year, and dealt well with the impact
of company voluntary arrangements [CVA) and administrations.
There is no doubt that the retail market will continue to evolve in
the future and not all of that change will be easy. | am confident
however that building on the significant progress we've already
made, British Land is taking the right steps to position its portfolio
to succeed over the long term.

The NAV discount in our share price, which increased after the
EU referendum, persisted across the year. This was one of the
factors we took into account when deciding to extend the share
buyback by £200m following the sale of 5 Broadgate in June. We
have now bought back £500m of shares over the last two years,
all linked to significant disposals. Given our confidence in the
quality of our assets, we believe the ability to reinvest sales
proceeds into that portfolio at a significant discount, through
buying our own shares, represents an effective use of capital.
The robust financial performance we have delivered in the year,
the strength of our balance sheet and the future income we have
secured through pre-letting developments mean that the Board
believes it is appropriate to recommend a 3% increase in the
dividend for 2020.

Everything we do at British Land is with a view to the long term.
We want to create enduring value in a sustainable way. Through
our responsible approach to development, we reuse existing
building materials where possible, significantly reducing carbon
emissions associated with construction. We also incorporate
efficiency innovations and wellbeing improvements that cut
occupiers’ energy consumption and support the health and
productivity of their teams for years to come. We have a strong
track record of connecting with our local communities from an
early stage and minimising any impacts of construction on our
customers and on people who work or live locally. Nowhere is
this more evident than at Canada Water. Find out more about
what we are doing on pages 67, 115 and 185.

In March we announced that | will step down after the AGM in July,
having served over 10 years on the Board, including the last six

as Chairman. When | look back at what our business has achieved
over this time, | do so with a great deal of pride. There is no doubt
we've faced challenges, and our operating environment and the
way we do business have changed substantially in a range of
different ways. But | am confident that | leave with British Land
well positioned, with the right strategy and team to succeed long
term. | am delighted that Tim Score will be succeeding me as
Chairman. Having served on the Board for five years Tim has got
to know our business well, especially during his time as Chair of

Creating
Places People

Prefer

At British Land, our purpose is to manage
outstanding places to deliver positive outcomes
for all our stakeholders on a sustainable basis.

We do this by understanding the evolving needs
of the people and organisations who use our
places every day and the communities who live
in and around them. The changing way people
choose to work, shop and live is what shapes
our strategy, enabling us to drive enduring
demand for our space and value over the

long term.

the Audit Committee, and is the ideal candidate to take our business
forward. He will lead a Board which has the right mix of talent,
experience and expertise to deal with the fast changing and complex
world in which British Land, like all businesses, must operate.

Finally, I would like to place on record my thanks to the British
Land team. Everyone in our business from Chris, Simon, the
Executive Committee and throughout plays a critical role every
day in delivering the exceptional places and results that drive
sustainable, long term benefit for our customers, shareholders
and all stakeholders. They have been a pleasure to work alongside
and | wish them all well for the future.

it e e -

John Gildersleeve
Non-executive Chairman

For the Chairman’s governance review, see page 72

98}
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CHIEF EXECUTIVE’'S REVIEW

Delivering agamnst
a clear plan |

Chris Grigg
Chief Executiv

Lo

B
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Introduction and strategy: building the specialist

in mixed use

This has been another year of good strategic and operational
progress in an uneven market as retail remained challenging, but
the London offices market continued to be healthy. We have leased
2.7m sq ft across our business — more than any of the last five years,
continued to invest into our campuses, progressed developments
on a carefully risk managed basis and further reshaped our Retail
portfolio. This operational outperformance and our robust financial
results are due to the fact that we are delivering high quality places
that reflect the evolving needs of our customers.

Our long term strategy is clear: to build an increasingly mixed use
business comprising three core elements - our London campuses,
a smaller Retail portfolio and residential. By providing the right
mix of uses at each of our places, we drive enduring demand

for our space, support rental growth and create long term
sustainable value.

Leasing and operational performance

Our leasing performance was again excellent. Across our London
business our leasing activity covered 1.1m sq ft of space, further
de-risking our developments — which are now 76% pre-let or under
offer — and securing £48m pa future rental income. We again let space
to a broad range of occupiers, reflecting the modern London economy
and improving the diversity and quality of our rental income. Key
lettings this year included global advertising agency McCann, Peel
Hunt, Facebook and law firm Milbank and momentum remains good,
we are currently in negotiations on a further 479,000 sq ft.

The retail market remained challenging, but we continue to
outperform footfall and sales benchmarks and our leasing
performance was strong, at 1.6m sq ft. Retailers continue to

face the challenge of fundamental structural change, compounded
this year by short term operational headwinds. As a result, we have
seen further CVAs and administrations from troubled operators
and, although faring better than the market overall, we have not
been immune; the annualised rental impact from CVAs and
administrations that have occurred over the last two years was
£16.9m, including £0.9m at properties which have subsequently been
sold. We have been focused on mitigating this for some time. Of the
£10.9m rent on stores subject to closure, £6.5m has already been
let or is in negotiation.

This year, we combined our Offices and Retail businesses into

one real estate team under single leadership, to better align

our operations to our strategy and further enhance our customer
service. Operational progress this year included the further rollout
of our flexible workspace business, Storey, at all three campuses
and the launch of Storey Club at Paddington, providing high quality
meeting and events space to our occupiers. We established a
Smart Places team, to work alongside our Data and Insights
function and Commercialisation teams as we think more broadly
about the ways in which we can continue to support our occupiers
and understand and respond to their changing needs.

We submitted our planning application for the Canada Water
masterplan including a detailed application for the first three
buildings and, together with our partners at Southwark,

are targeting a July planning meeting. Our plans envisage
the development of a new urban centre for London, including
commercial, office and community space as well as around
3,000 new homes, so will represent a core part of our plan

to grow scale in residential.

Capital allocation and investments

We have continued to allocate capital thoughtfully. We sold 5
Broadgate for £500m (our share) in June and £646m of Retail
assets since April 2018 - overall ahead of book value. This
continues our strong sales track record: standalone superstore
exposure is down from 11% in 2014 to 1% today and overall Retail
is now under half of the business, down from 66% in 2010. Looking
ahead, we expect Retail to comprise around 30-35% of assets

in five years, so we will continue to sell assets. However, we are
patient and opportunistic in our approach and have a clear view of
the value of our assets so will continue to only make sales which
deliver value and progress our long term strategy. We have used
sales proceeds to progress developments and reinvest in our
own portfolio through a £200m share buyback, meaning we have
bought back £500m of shares in two years. Given the discount
implied by the current share price, we continue to believe that
reinvesting sales proceeds into our portfolio through buying our
shares represents an efficient use of capital, so we are extending
the buyback by up to £125m.

Outlook

Looking ahead, retail is likely to remain challenging as structural
change continues, but there are early signs on parts of our
portfolio, that some of the short term operational headwinds
impacting retailers are easing. We expect the London market to
remain active, as occupier demand for the highest quality space
continues to be firm and supply is relatively constrained. We are
mindful of the ongoing Brexit uncertainty, but our business is well
positioned and financially strong. We remain focused on delivering
operationally and being thoughtful and commercial in what we do
every day while at the same time progressing our long term
strategic goals.

Chris Grigg
Chief Executive

E To read more from Chris, visit britishland.com/CEQOblog
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IN CONVERSATION WITH CHRIS GRIGG

Facing the future

The questions our stakeholders are asking...

Why are you changing the
shape of your business?

We have outlined a clear long term
plan to ensure our business best
reflects the changing way people use
space. Increasingly people want to be
able to combine their work and leisure
time in a single place and that's why
we're specialising in mixed use.

Our London campuses are the obvious
place to start. Here we are increasing
the mix of uses with a broader retail,
leisure and dining offer alongside world
class offices, including Storey, our
flexible offer.

At Broadgate, we are well advanced:;
our newest developments include

more shops, restaurants and a cinema,
and our long term plans will create

a 350,000 sq ft cultural hub, driving
footfall from a wider area, and providing
places for people to socialise outside
the office.

Residential is an important and
complementary part of our approach,

as well as being a fast growing market
in its own right. With scope for over
3,000 homes across our portfolio, this
represents a real opportunity for us,
particularly at Canada Water, where

we can develop at scale and curate the
environment to deliver attractive returns
over the long term.

At the same time, we think the total
amount of physical space retailers
require will be less so we're reducing
our overall exposure to retail, although
it will remain core to our mixed

use proposition.

Why have you combined your
Retail and Offices businesses
under a single leadership?

We announced in January that we
would be combining our Retail and
Offices businesses under the single
leadership of Darren Richards.

These businesses have always been
highly complementary, particularly as
we have sought to increase the mix of
uses on our campuses. For example the
knowledge and experience we have on
the retail side of the business was one
reason we've been able to expand the
mix of uses on the offices side. We've
added high quality retail and leisure,
enhancing the appeal of our campuses
and helping us to sign a much broader
range of occupiers than ever before.

As we progress our strategy to build an
increasingly mixed use business, there
are important benefits to be achieved
in combining the two teams under a
single leadership. We can more
efficiently transfer learnings from one
side of the business to the other - for
example our use of data and insights,
which is relatively more advanced in
retail than in our campus business -
and there are functions that are
common to both where we can
generate scale efficiencies.

Darren, who has a broad spread of
experience across our business, brings
a fresh perspective that will help align
our approach and accelerate our focus
on mixed use.

British Land | Annual Report and Accounts 2019

How do you explain your
gender pay gap?

Our gender pay gap isn't what we'd like
it to be and it's a complex issue. We are
taking steps to reduce the gap but this
will take time. Our 5 April 2019 snapshot
shows that we are moving in the right
direction, with a further reduction of
5.7% in our median pay gap.

Women are of course paid the same as
their male colleagues for the same job
however there are more men in senior
roles and more women in lower paid
roles. We need to address both of these
structural issues. As in many sectors, it
is largely a legacy issue and change will
take time. Real estate has historically
been male dominated and, as an
industry, we have not done enough to
encourage women to be part of it. But
that’s changing, and I'm pleased that
British Land are taking the lead in that.

We have a very active and successful
Women’s Committee, which has
pioneered changes in the way we
work. Today we encourage people to
work flexibly in terms of their hours and
their location; we introduced shared
parental leave in 2017; and we provide
mentors and coaching for women
returning to work after having children.

I'm pleased we have a number of very
senior women in our organisation, and
now 33% of the Executive Committee
are women. We also recognise that
change must happen outside British
Land as well and that gender balance
is only part of the issue we need

to address.

| am personally very focused on building
a more diverse and inclusive culture at
British Land and we have set out some
of the things we're doing more widely on
our website and on pages 30 to 31.

Read more at britishland.com/
gender-pay-gap and our employee
EE gender split can be seen on page 112



Building an increasingly
mixed use business

How our business has changed

Since 2010 we have shifted the balance of our portfolio towards our
campus-focused London offices business, which now accounts for
51% of our assets. We have invested significantly in this business
through acquisition and development. Over recent years, this has
included the redevelopments of 199 Bishopsgate and 1 Finsbury
Avenue at Broadgate and 10-30 Brock Street at Regent’s Place;

as well as the acquisition of Paddington Central, our third London
campus in 2013, where we recently redeveloped 4 Kingdom Street.

Through a series of acquisitions we have also assembled a
unique development opportunity at Canada Water covering

53 acres. Here our masterplan envisages a development of our
fourth mixed use campus.

At the same time we have also been proactively reshaping our
Retail portfolio so that it reflects retailers’ focus on the highest
quality and the best located space. Over the last five years we have
sold £2.9bn of retail assets, improving the overall quality of our
portfolio which is now focused on multi-let space.

Portfolio split by asset type

33% 66%

2010

1% 3%

50-55%

T()day 45%

51%

¥ Retail B Campus-focused London offices

M Canada Water Storey

Our five-year vision

Looking forward, we are working to build an increasingly mixed
use business. This reflects the changing way people use real
estate, with the boundaries between work and leisure increasingly
blurred. We currently have a recently completed and committed
development pipeline of 1.6m sq ft across our campuses, which
we continue to enhance with the right mix of uses including retail,
leisure and dining. We will also further expand Storey, which
could become up to 10% of our Offices portfolio.

At Canada Water we have plans to develop a mixed use urban
centre with a compelling commercial and retail offer alongside a
range of public and leisure spaces and up to 3,000 homes. We have
opportunities across our portfolio to develop a significant number
of future homes, so residential will play an increasingly important
role in the business, potentially comprising up to 10% of our
portfolio on a five-year view.

We will continue to refine our Retail portfolio to deliver a smaller,
more focused business, primarily comprising high quality, well
located multi-let assets with mixed use potential.

10%

30-35%

Indicative
Future British Land*

S+ years

* Includes Canada Water across the relevant parts of the business.

M Residential
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OUR INVESTMENT CASE IN ACTION

@ The scale and quality of
our portfolio

Over 80% of our assets are located within our campuses or multi-let
retail environments, which cater for a broader mix of uses reflecting
the evolving needs of our occupiers and their customers.

London campuses 41%
=
52
) 68%
Standalone offices 10% P
London and
South East
o Canada Water 3%
o Residential 1%
Multi-let retail 9%
Multi-let retail 29%
>
32%
{ 0
Rest of UK
Retail
I Multi-let Other retail
Offices
2010 64% [ 1% £2.7bn

W West End City M Non London
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Campus-focused London offices

Our three office-led London campuses are located in central
London. They are well-connected and engaging places to
work and spend time, with the right mix of world class offices,
retail, leisure and dining, helping our occupiers attract the
best talent for their business.

£8.3bn

assets under management

46,000

people work across our campuses

Becoming the specialist in

mixed use

Why mixed use?

We recognise that the way people use real estate is changing and
that the most effective way to drive enduring demand for our space
is to evolve our offer in line with those trends. Central to this is the
blurring of boundaries between work and leisure time. Increasingly
people expect to be able to socialise, exercise or be entertained
conveniently to the office. They want to work in places which are
pleasant, safe and easily accessible from where they live. These
factors underpin people’s decisions around which companies they
work for, the places they shop and spend time. It helps businesses
attract and retain talent and supports their productivity and effectiveness.



Canada Water

At Canada Water our masterplan envisages office, retail,
residential, leisure and public spaces to create an exciting
new urban centre for London.

5 3 acrec

development opportunity

3,000

new homes, including
affordable housing

How are we delivering it?

Ayear ago, we outlined the future shape of British Land,
comprising three core, complementary elements as part of
an increasingly mixed use business:

- Campus-focused London offices: with a blend of core and
flexible space, including the further build out of Storey,
integrated alongside a world class retail and leisure offering

- Asmaller, more focused Retail portfolio: high quality, well
located assets focused on a smaller number of on average
larger, multi-let places, especially those with mixed use potential

- Residential, principally Build to Rent: 3,000 homes at Canada
Water with further opportunities within our portfolio

Retail

Our retail centres are around the country and reflect the
changing way people shop. Increasingly we are focused on
multi-let locations within or close to urban areas which best
complement an omni-channel retail strategy.

£7o 5])11

assets under management

61%

of the population falls within
the catchment of our portfolio

How does it deliver value?

A'successful mixed use strategy delivers long term sustainable
value by driving rental growth, maintaining occupancy and
increasing the value of our assets. By aligning our business to
the evolving needs of our customers, and the people who use
our places, we drive enduring demand for our space, enabling
us to grow rents and add resilience to our future income
streams. The nature of our campuses and multi-let spaces
means that we control not just the buildings, but the spaces
between them. As such, investment we make into the broader
environment has a positive impact on the value of our assets for
the long term. We also have more flexibility to re-allocate uses
within our places over time to better reflect the needs of our
customers as they change, and therefore to ensure that we make
the best use of our buildings over the long term.
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OUR INVESTMENT CASE IN ACTION

@ Our operational expertise
and customer insight

Our expertise in managing and leasing our assets, based
on our understanding of the customer, drives incremental
value for British Land and our stakeholders.

Asset management

As our business becomes more
operational, managing our space well is
a key advantage. We have the benefit of
our in-house property management team
who focus exclusively on British Land
properties. This year we moved the team
into our head office, to foster cross-team
collaboration and deliver efficiencies.

Leasing

Delivering the right mix of occupiers
at our London campuses and at our
multi-let retail spaces is an important
part of making our places successful.

Insight

We engage with businesses and people
who visit and work in and around our
places to understand what they want
from real estate. We use research

and data to understand when and how
our occupiers and customers use our
spaces. This helps us allocate the right
mix of space and ensures our occupiers
utilise their space more efficiently. We
collect data on which brands and

Based on our understanding of the
customer, we are investing in our assets
to deliver more attractive and engaging
places. This includes a high quality public
realm, a wide-ranging programme of
events and activities and best in class
customer services.

Our leasing teams are specialists in their
fields but draw upon expertise across the
business. Our network of contacts on the
retail side is helping us build a diverse
retail and dining offer at our campuses,
and we have significantly strengthened
our marketing expertise, better enabling
us to showcase space, particularly when
in development.

services people engage with and which
they would like to see more of.

This research and data generates
insights which support our asset
management and leasing decisions, for
example, shaping the way we allocate
space between a range of uses as well
as the occupiers we target.
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This year, we established a Smart
Places team, to deliver placemaking
at a digital level. We are equipping
our buildings with the functionality

to measure how space is used to
enhance efficiency and are developing
the capabilities to automatically
personalise the working environment.

Storey, our flexible workspace business,
is enabling us to serve new customer
segments. This includes providing project
space to our existing customers as well
as smaller scale businesses. The shorter
nature of Storey leases means we benefit
more quickly from rental growth than we
otherwise would.

Over the longer term view, this
understanding provides valuable insight
into which of our assets are performing
well, so we can make more informed
investment and divestment decisions to
allocate capital efficiently as we align our
portfolio to benefit from long term trends
to drive value for our stakeholders.



At Paddington Central we have invested nearly £100m

into the transformation of the campus, including the
development of 4 Kingdom Street and a significant upgrade
to the public realm. We have successfully launched Storey
at 4 Kingdom Street, including Storey Club which provides
the highest quality meeting and events space for campus
occupiers. We have added 10 new retailers, significantly
changing the look and feel of the campus. These range from
Flykick, a kick-boxing inspired exercise studio, to Vagabond
Wines, a wine bar, and the Grand Duchess, our second
floating restaurant.

This year we have leased more than Tm sq ft in offices,
including good progress on our campus developments which
are now 76% let or under offer. At Broadgate we let 739,000
sq ft of space in the year to a range of occupiers, including
global advertising agency McCann, law firm Milbank and
Product Madness, an online gaming platform. This was in
addition to financial occupiers such as TP ICAP and Peel Hunt,
who have made long term commitments with us.

ER B3R
Bictil
T

At Canada Water, we have been engaging with the local
community for many years through a range of initiatives,
building up a clear picture of local needs. In addition, we have
undertaken a detailed modelling exercise to project the likely
needs of the community as our developments progress and
this is helping to shape our offer in terms of the amount of
retail, leisure and community space required and how we
position and market this space to the right markets and
customers. This model builds on the expertise we have
developed across our campuses and retail centres, leveraging
our knowledge of the individual sectors but also developing
our understanding of the interdependencies and benefits of

a mix of uses.

British Land | Annual Report and Accounts 2019 11



London
campuses

A wider mix of uses,
to reflect changing
London lifestyles

Our three office-led mixed
use campuses are located

in some of London’s best
connected and most vibrant

neighbourhoods.

Across Broadgate, Paddington Central and Regent’s Place
we manage more than 50 acres of central London, providing
vibrant and diverse places with excellent connectivity and
world class public space.

Our campuses are a unique competitive advantage for us;
here we control not just the buildings but the spaces
between them, allowing us to deliver environments that
reflect the evolving needs of modern, London lifestyles.
Today's businesses are focused on operating in buildings
and locations which enable them to attract and retain the
best talent. Environments and connectivity are key benefits
our campuses deliver, each providing access to at least four
underground lines and Broadgate and Paddington Central
have Crossrail stations immediately adjacent.

Increasingly our customers are focused on flexibility. Within
our buildings and across our campuses we offer a broad
range of space in terms of size, type and level of service.

In June 2017 we launched Storey, our flexible office brand,
catering to smaller ‘scale up’ businesses of around 45
people and providing additional space to existing occupiers
on more flexible terms to facilitate expansion or house
project teams. Storey has quickly become an important
part of our campus offer, enabling us to attract a broader
range of businesses to our places.

Reflecting growing demand for buildings which

promote health and productivity, our developments

and refurbishments incorporate wellbeing principles by
design. These include a focus on active design, air quality
and spaces where people can socialise and enjoy time
outside the office.

We recognise that businesses need to use space efficiently,
combining personal and collaborative workspace, so our
designs thoughtfully balance this mix of demands. We also
look beyond our campuses; we invest in local communities
and our events and activities bring people together and
enliven our space for everyone who uses it.

12 British Land | Annual Report and Accounts 2019

“Opening a place in London where people can buy, eat
and learn is a very important and exciting milestone
for us. Being able to bring our model into a place that
is so significant stimulates us to create in London a
wonderful multi-functional experience.”

Luca Baffigo, CEO, Eataly

“Paddington has been a great place to grow our
business! From a food truck, we upgraded to a small
kiosk and now we have opened our flagship store here,
all within two years. Footfall is high and we think the
area has great potential - that long term vision is
incredibly important to us. It’s been a steep learning
curve, but we've felt very supported by British Land
and the Paddington team and we’re really excited that
they’re part of our journey.”

Marty Sykes and Tom Greenhill, Co-Founders
of Lords of Poké

“It was important for us to find a workplace partner
that can help our organisation to scale, rather than
just another office provider, who would work with
us to bring our vision to life. The Storey team continue
to play an important part in helping our organisation
be successful.”

Billy D*Arcy, CEQ, BAI Communications
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British Land has really
transformed Regent’s
Place in the eight years
that we’ve been there

Similarly, our business
has evolved significantly
in that time, and will
continue to do so. As
such, it’s great to work
with a partner that I
understands our needs
and is developing a
collaborative space for
our people and clients
that will also help us
work more efficiently in a
thriving London location.

Richard Sexton,
Director of Change
Management Office,
Dentsu Aegis Network



Canada
Water

A new urban
centre for London

At Canada Water we are
masterplanning a S5m sq ft
mixed use scheme across
53 acres of central London.

The site is located between London Bridge and Canary
Wharf on the Jubilee line and has access to the London
Overground making it is easily accessible to Canary Wharf,
the West End, Shoreditch and South West London. It will
also benefit significantly from the opening of Crossrail,
which will reduce pressure on the Jubilee line between
Canary Wharf and Bond Street.

Here, our ambition is to create a sustainable, new urban I
centre for London, that supports the existing community

and attracts new people to the area to deliver a real sense

of neighbourhood. We have consulted extensively with local

people and community groups and their views have helped |

to shape our plans. 1

Our partner, the London Borough of Southwark, has the
opportunity to co-invest in each phase on an individual basis,
closely aligning our interests.

Wellness and sustainability are at the centre of our plans.
Smartly designed buildings will be set around water and
green public spaces, together creating a vibrant destination =
where people can live, work and be entertained throughout

the day and into the evening. Our design draws on the ‘
heritage of the local area to provide a mix of space including i
retail, office and leisure with capacity for ¢.3,000 homes
across a range of tenures and affordability.

Residential will play a key role in the regeneration of
Canada Water and will be an increasingly important part
of our business as we seek to focus on mixed use places.
Owning and managing people’'s homes comes with a real
responsibility which will be at the forefront of our approach
as we build this business.

[@CanadaWaterMasterplan

E canadawatermasterplan.com
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“We appreciate the interest and respect British Land
have for what we do. They have a long term vision and
we're part of that, it’s like we’ve been brought into the
subsoil and it’s wonderful to be part of the conversation
around how this place comes together.” <

Jane Riddiford, Co-Founder, Global Generation
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“Canada Water is a great place for us to work - the
location is perfect for our students and tutors who
are delighted with our new home. We’ve found this
incredible space, and have really benefitted from
British Land’s knowledge of the area and interaction
with the local community. We have lots of exciting
plans and look forward to growing with the
development and reaching more people who live here.”

Sally Carruthers, Executive Director, The Poetry School

“Delivering our masterplan is a hugely complicated and
long term project. It will absolutely transform the local
area, so we have a real responsibility to engage closely
with local residents. We’ve done that at every stage
and we’'re thrilled with the level of local support our
plans are generating.”

Emma Cariaga, Head of Operations at Canada Water,
British Land
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The area is changing and
the masterplan builds on
that momentum...

What we look for is great
space, high footfall and

a catchment we think
would engage with

Pissa 1889. British Land
immediately understood
what we were trying

to achieve here and

have a really strong
understanding of how
retail is evolving and the
role we can play within
that. The area has seen so
many changes in terms of
the environment and the
demographics and the
masterplan really reflects
where it’s heading.

Dan Southwell,
Founder and CEO,
Pizza 1889

al Report and Accounts 2019 15

et m:—,_,_-“-'/"‘”‘T



Retail

Convenient and
engaging places
supporting a modern
approach to retail

In a rapidly-changing
market, only the best quality
space in the right locations

will succeed.

Our Retail portfolio is focused on places which support
modern retailers with an omni-channel strategy to drive
demand for our space.

In an evolving market, physical store networks remain
important to successful retailers, but their role is changing.
Increasingly, the true value of physical stores is as a
showroom or logistics network to support fulfilment of an
online sale.

Larger, regional centres best support the showrooming
function. They tend to offer a broad range of leisure and
entertainment activities, attracting customers from a wide
catchment for a whole day, and generating high footfall.
This enables people to touch and try things on, boosting
sales even if they subsequently make the purchase online.

A physical network can support fulfilment in several ways.
Well-connected stores, or those with the capacity to hold
stock, can support a ‘ship from store” approach, minimising
delivery times for consumers who increasingly expect
purchases to arrive immediately. Centres with parking
widely available, or which are located near transport
interchanges, are also ideal for click and collect. Our data
shows that click and collect customers are highly valuable,
spending on average nearly twice as much as a non-click
and collect customer.

Looking forward, we are focusing our portfolio on assets
which benefit from these characteristics, but we recognise
that the overall quantity of space that retailers require will
reduce, with only the best quality space in the right locations
being viable long term. Therefore on a five-year view,

we will be reducing our exposure to retail such that it
comprises ¢.30-35% of our total portfolio, down from 45%
today. We have already made substantial progress, with
£2.9bn of asset sales over the last five years.

However, our focus on mixed use places means that

retail will remain an integral part of our offer. Our campus
developments and our plans at Canada Water incorporate a
significant retail allocation as we seek to create places that
reflect today’s lifestyles.
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“We opened our first centre at one of British Land’s
shopping centres in 2014, when there was a much
more limited leisure offering in shopping centres. But
British Land were very forward thinking, they saw the
way retail was evolving and it was a great success for
both of us. We’ve since opened two more with British
Land. Meadowhall has high footfall, a strong catchment,
an excellent occupier line up and a wide range of
facilities, so it was an ideal destination for us, and the
support we received from British Land both pre and
post opening has been fantastic.”

Heidi Duckworth, Executive Chairman, Rock Up

“To soar in today’s crowded market, your brand must
stand out, connecting emotionally with consumers and
offering them something special. It can be challenging
to do that if you're an online-only business. Opening
stores was a step-change for Hotel Chocolat, enabling
us to not only diversify into things we couldn’t have
done before but also to create a real sense of chocolate
theatre, adding an immersive experience that allowed
us to interact with guests.”

Peter Harris, Co-Founder and Development Director,
Hotel Chocolat which has a store at Meadowhall and
Teesside, and coming soon to Fort Kinnard, Edinburgh

“We work with a lot of landlords, but two things set
British Land apart. First, they really understand the
customer. They know who and how people shop across
the estate and that’s a real advantage. Second, they
understand that creating a great environment and
getting the service right is absolutely key. We're really
excited about opening at Meadowhall. It will bring us
closer to our customers and their feedback is what
really helps develop the brand.”

Mike Rich, Head of Retail, Skopes




We opened a physical
store because that’s what
our customers wanted

One of the main reasons
we opened a physical
store was that our
customers started asking
for it. Meadowhall could
guarantee high footfall,
so it ticked a lot of boxes
Jfor us. British Land

are a _forward thinking
landlord who understood
our passion for creating
something different.

The wider business is
Hourishing — sales are up
20%, that’s not all down
to Meadowhall, but the
store has given us extra
credibility and really
raised our profile in the
press and social media,
so we’'ll definitely be
opening more.

Darren Abbott
Director, Joe Browns
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OUR INVESTMENT CASE IN ACTION

Our distinctive
business model

Our business model is designed to deliver positive long term
outcomes for all our stakeholders.

Our inputs: what makes our model work

Our finance

Appropriate leverage for current
and future plans

Relationships
Our customers and partners

Operational expertise
Our expert people

The communities who live and work
in and around our assets

Culture of collaboration enabling
effective working across teams Diverse, efficient and flexible finances

. from a range of sources
Our suppliers and contractors

Data and analysis tools providing
insight into customer needs

Partnerships which mitigate risks,
add expertise and help finance projects

Activities: what we do

Investing and
developing
Creating development
opportunities in our portfolio
Identifying new opportunities

Allocating capital to deliver
growth and returns

Managing
our space

Placemaking
Connecting to local communities

Design-led places in tune
with modern lifestyles

Enhancing and enlivening our space
to create a positive experience

Enhancing the mix of uses
and occupiers at our places to
create diverse neighbourhoods

World class property management

Smart and sustainable buildings
reflecting what matters to
our occupiers and the
people who use
our places

Our outputs: what we deliver

Communities
Inclusive places
which create
opportunities and
make a positive
local contribution

Customers

High quality
environments
which help our
customers succeed

Employees
Supportive and
inclusive culture
where people can
feel supported and
empowered to
develop their skills
and experience
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Partners
Participation

in high quality
projects, benefitting
from our scale

and expertise

Shareholders
Sustainable and
responsible long
term income and
value creation



...and clear focus

We invest in long term themes to create vibrant
mixed use places for our stakeholders.

Customer Orientation — Responding to changing lifestyles

Our business is focused on our customers who are the how people use our space which informs our approach to
organisations which have taken space at our assets. We also managing our assets and guides our investment activity. This
consider carefully the needs of the people who work, shop at or means we are always focused on the customer and deliver
visit our places and the communities who live in the surrounding places that are successful and sustainable long term.

neighbourhoods. We have developed a deep understanding of

Aligned to our sustainability pillar: Wellbeing — Create places that promote health, improve productivity and

increase enjoyment

Right Places — Creating great environments

Our insight into the customer helps us identify places which can same principles to our retail spaces, which are around the
succeed long term. This underpins our focus on our London country in places that are easily accessible from strong
campuses, where we can manage the environment to deliver a catchment areas. Our 53 acre scheme at Canada Water,
broader mix of uses enabling people to combine their work and which will be mixed use from the start, is the best illustration
leisure time, reflecting modern London lifestyles. We apply the of this approach.

Capital Efficiency — Thoughtful use of capital

We are thoughtful in our approach to capital allocation and We balance this against acquisition opportunities we see in the
carefully evaluate investment opportunities to support income market and investing in our own portfolio by buying back shares.
and returns for our shareholders. We have created opportunities At the same time, we monitor our leverage in the context of

for development within our portfolio, which typically deliver wider decisions made by the business.

stronger returns, although with inherently higher risk.

Gﬁ’ Aligned to our sustainability pillar: Futureproofing — Protect and enhance asset value through environmental stewardship,

including energy generation and efficiency, materials innovation and flood risk reduction

25| Expert People — Changing the way we work

Our people strategy focuses on creating a team which can and in creating a working environment that supports wellbeing
deliver Places People Prefer. We do this by attracting and and inclusion. We also recognise the importance of investing in
retaining people with a broad range of skills and experience and tomorrow’s workforce for our customers, suppliers and local

a diversity of backgrounds. We recognise that to keep people partners. We take action on this through Bright Lights, our skills
engaged in our business, we must invest in their development and employment programme.

Aligned to our sustainability pillar: Skills and opportunity — Develop skills and opportunities to help local people and

businesses grow

Detail on our achievements and progress can be found within the KPI review on pages 20 to 21

British Land | Annual Report and Accounts 2019 19



OUR STRATEGY

Deliwvering on our strategy

Focus area

Achievements

Priorities for the year ahead

Customer

Orientation

Right

Places

@ Capital
Efficiency

999 Expert
People

Continued investment in technology driven

innovations and insights

- Smart Places team established and strategic vision
to deliver digital placemaking set out

- Digital platform capturing sales data rolled out to
¢.1,000 retail occupiers providing further insight into
the customer and the performance of our assets

Strengthened our operational expertise

- Storey now operational across 141,000 sq ft, providing
flexible space for existing occupiers and attracting new
occupiers to our campuses

Refine and refocus our Retail business
- £646m sales of non-core or solus assets

Progress developments, focusing on

London campuses

- 1 Finsbury Avenue completed and continued good
leasing progress across development pipeline, now
76% pre-let or under offer

- Achieved planning on 1-2 Broadgate
Progress residential business

- Planning application submitted at Canada Water with
potential for 3,000 homes in our masterplan

Recycle capital to improve returns
- £500m sale [our share) of 5 Broadgate
- £359m residential sales and £646m retail sales

- £200m extension to share buyback completed

£125m further extension to buyback announced

Repayment of £223m of debt in the Broadgate JV
releasing buildings for potential development

Maintain appropriate leverage
- LTV remains low at 28.1%

- Flexible finance: £1.4bn new debt finance arranged

Encourage cross-team collaboration

and shared learnings

- Office and Retail asset management and leasing
restructured under single leadership

Enhance diversity across the business
- Top 10 performer in Hampton Alexander Review

- Successful year across our networks

Embed new corporate values
- Value-focused events and activities through the year

- Develop our Smart Places product and roll out
across the Offices portfolio

- Launch Storey Club and standalone Storey offer

- Continue to manage the integration of British Land
Property Management with British Land

- Leverage our data and insights to develop
our office offer

- Continued Retail sales, progressing our
strategic plan to deliver a smaller, more focused
Retail business

- Continued investment in campus development

- Achieve planning at Canada Water and
commence development

- Progress opportunity at Norton Folgate

- Commence refurbishment of Royal Victoria Place,
Tunbridge Wells

- Continue to take capital allocation decisions based
on relative value

- Maintain appropriate leverage

- Integrate our asset management and leasing teams
to act as a single business across Retail and Offices

- Reduce our gender pay gap
- Launch of EnaBLe, our disability network

Total accounting return (TAR)
Delivering sustainable long term value

Total accounting return is our overall measure of performance. It is the dividend paid plus the change

in EPRA NAV per share.
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KEY PERFORMANCE INDICATORS

Performance

Risk indicators

Customer satisfaction

We extensively survey our customers and other users of our places to assess our performance

and identify opportunities for improvement.

Out of 10

Total property returns

We have underperformed the IPD benchmark

this year by 550bps, reflecting the continued strength
of industrials where we have no exposure.

2019 [ 0%
| aau

2017 3.1%

Loan to value (LTV) - proportionally
consolidated

We manage our LTV through the property cycle
such that our financial position would remain robust
in the event of a significant fall in property values.

2019 28.1%

2018 28.4%

2017 29.9%

Employee engagement score
75% employee engagement score, 5% higher

Speculative development commitment

Development supports value and future income growth,

but adds risk. We keep our committed development
exposure at less than 15% of our investment portfolio,
with a maximum of 8% developed speculatively.

% of standing investments

2019 YN £0.3bn

2018 v £0.6bn

2017 <177 €£0.5bn

Weighted average interest rate -
proportionally consolidated

Our low cost of finance at 2.9% has contributed
to reducing our interest cost, supporting our
financial performance.

2019

2018

2017

During the year we formally combined our British

- Consumer confidence

- Employment forecasts
for relevant sectors

- Market letting risk
(vacancies, expiries,
speculative development)

- Property capital return
and ERV growth forecasts

- Total development exposure

- Progress of developments
against plan

- Speculative development
exposure

- Financial covenant
headroom

- Period until refinancing
is required

- Percentage of debt with
interest rate hedging

- Execution of debt financings

- Unplanned executive

than the United Kingdom benchmark.* Land and British Land Property Management departures
_ businesses into our York House head office so the
2019 75%
2019 employee engagement score relates to the

2018 combined business, while historic figures relate to

. British Land only. For 2019, employee engagement
017 at British Land was 78%
* Culture AMP 2018
This year our TAR was (3.3]% comprising a - Forecast GDP

dividend increase of 3.0% to 31 pence per share
offset by a fall in EPRA NAV of 6.4% to 905 pence
per share.

LTIP

POIEA (3.3)%

- The margin between
property yields and long
term borrowing costs

- Property capital growth
and ERV growth forecasts

Links to remuneration: Long-Term Incentive Plan Annual Incentive Award Read more on pages 100 to 103

British Land | Annual Report and Accounts 2019
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OUR INVESTMENT CASE IN ACTION

@ A well positioned

development pipeline

Our significant development pipeline positions
us well to capitalise on future market opportunities
in a thoughtful and risk managed way.

1.6m sq ft Committed

Committed and recently

completed developments 1 Triton Square
o Office led development
Delivering at Regent’s Place, fully

pre-let to Dentsu Aegis

Network, an existing
£63m occupier on the
campus. At 310,000 sq

ft this was the largest
West End pre-let in

76(y more than 20 years. = 3
0 366,000 sq ft

Pre-let or under offer PC Q4 2020

Future rent

Comp lete d ........................................................................... > ...................

1 Finsbury Avenue 135 Bishopsgate 100 Liverpool St

Office-led refurbishment at our Office-led development at our Office-led development adjacent
Broadgate campus providing a mix Broadgate campus. The building is to Liverpool Street station with

of space including a cinema, cafés 90% pre-let or under offer with future 90,000 sq ft of retail and leisure space.
and flexible workspace alongside occupiers including ltalian marketplace ~ 56% pre-let or under offer to occupiers
conventional office space. The building Eataly, global advertising agency including financial services firms

is 58% let or under offer with technology McCann and interdealer broker SMBC Europe and Peel Hunt and
companies Mimecast and Product TP ICAP. law firm Milbank.

Madness among those taking space.

Z14.

—=— o VRN SR

&

287,000 sq fit 335,000 sq fit 521,000 sq ft

PC Q12019 PC Q32019 PC Q1 2020
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Near term

S - -
1-2 Broadgate

Office-led development on our
Broadgate campus which includes
153,000 sq ft of retail connecting
Finsbury Avenue Square with retail
at 100 Liverpool Street and the
Broadgate Circle to create a 350,000
sq ft retail, leisure and dining hub.

531,000 sq ft

2021

Norton Folgate

Office-led redevelopment in
Shoreditch, integrating 258,000 sq
ft of office space alongside retail
and residential to create a mixed
use space that draws on the
historic fabric of the area.

335,000 sq fit

Medium term pipeline

S Kingdom Street

Office-led development at the western
end of Paddington Central, with 80,000
sq ft of space available for a broader
mix of uses including retail, dining and
events space.

429,000 sq ft

Canada Water, Phase 1a

Three buildings delivering a mix of
office, retail, leisure and residential with
265 homes planned across a range of
tenures and affordability.

576,000 sq ft

Sustainable development

We understand that, as a developer, we have a real responsibility to manage our
environmental and social impacts. In many cases, our first decisions are around
how much of the existing structure we can retain, which reduces our embodied
carbon emissions. We always focus on minimising disruption for our customers
and local community and we work with partners to create a lasting positive
legacy, opening up opportunities for local schoolchildren, students, jobseekers

and businesses.

For more information on our approach see case studies on 1 Triton Square page 67,
100 Liverpool Street page 115 and 1 Finsbury Avenue page 185.

Queen’s Award for Enterprise

This was our third year holding the Queen’s Award for Enterprise, @
the UK's highest business accolade, recognising our economic,
social and environmental achievements on our developments and

across our managed portfolio.
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UNIQUE MARKET INSIGHTS

Understanding our markets

Our insight into our customers underpins our understanding
of the key trends driving our markets.

Economic uncertainty/

Brexit

The UK economic environment

has been uncertain since the EU
referendum in 2016. When the terms
of exit are agreed, we will enter a new
chapter in our relationship with the
EU and key trading partners to which
it will take time to adapt.

To date, the economy has proved
more resilient than many expected,
with unemployment remaining low,
particularly in London. Businesses
have continued to take space - an
important sign of confidence, and
overseas investors have continued
to acquire London real estate.

In financial services, the shift of
personnel to Europe has been much
less than expected and in London
the technology sector is thriving with
investment of £4.5bn," more than
France and Germany combined.

Leading global cities for
office investment 2018 ($£bn)

)

-

London 15.7 Frankfurt 7.3
New York 14.1 M Tokyo-

B Paris 11.9 Five wards 6.8
B Hong Kong Boston 5.1
Island 83 M |osAngeles 4.4
Seoul 8.0 Chicago 4.3

Source: Knight Frank, The London Report 2018

Cyclical and structural
challenges in retail

There have been profound structural
changes in the way we shop, with the
growth of online sales, which now
represent nearly 20% of the total and
we estimate that could grow to 40%.
This challenge, coupled with cyclical
pressures, including rising costs and
an uncertain economic outlook, has
put pressure on retailers to adjust
their operating models. Many have
not adapted quickly enough, resulting
in a series of high profile failures.

Some retailers are adapting
successfully and many new, primarily-
online operators also recognise the
key role that physical can play in an
omni-channel approach.

However, the overall volume of retail
space required will likely decrease, as
retailers focus their physical networks
on high quality, differentiated space
that complements their customers’
broader needs.

Internet sales as a percentage
of total retail sales (%)
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Technology as a disruptor
and enabler

Technology is driving real change
in the way we use real estate.
Businesses can track the way
workspace is used to make more
informed decisions about their
requirements. We have the ability
to personalise light and temperature
or to make it respond to the climate
outside. People can work remotely,
so they no longer need to be in the
office, and prefer to work more
collaboratively when they are there.

Technology has already revolutionised
the way we shop and profoundly
changed the way retailers interact with
their customers. Retailers increasingly
monitor footfall, website clicks within

a store catchment and social media to
identify which sites work best as they
refine their physical footprint.

Technology presents a real opportunity
across the sector for operators who
can leverage its potential.

Real estate tech global
financing history
$bn

//
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Source: CREtech

1. Tech Nation Report 2018
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Growth of flexible
workspace

Demand for flexible and co-working
space is increasing driven by the
growth of small and medium sized
businesses which now employ more
than 50% of the workforce.? Typically,
these occupiers cannot make large
or long term commitments, creating
a clear market for smaller floor
plates on more flexible terms, with
the benefit of pooled facilities like
meeting rooms, kitchens and gyms.

Large occupiers also see a role for
more flexible space to accommodate
project teams or temporary overflow,
with 41% of large occupiers also
expected to use flexible office space
within three years.?

Flexible office space represents just
4% of total rental stock, but is the
fastest growing component of office
take up.

Flexible office take up, Central
London (% of total)
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The war for talent

in London

London offers a unique cluster of
skilled labour across technology,
finance, media, creative industries
and the law as well as access to
capital and cross-sector regulation.
This co-location of some of the most
important inputs for new businesses
has underpinned London’s success
as a leading global city.

Today it is the knowledge economy,
specifically technology, which is driving
that success, so access to talent is key.
Businesses from banking to fashion are
competing for people with the same
skill sets. At the same time, employees
increasingly value the opportunity to
live, work and socialise in a way that
suits them, so employers must do
more to attract the best people.

This means the quality of the
environment, the vibrancy of the
public realm and the mix of amenities
are increasingly what set businesses
apart as a place to work.

UK Unemployment rates
(aged 16 years and over)
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Source: ONS

2. Business Statistics House of Commons Briefing Paper Dec 18

3. Barclays Research Dec 18
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Focus on wellbeing
and sustainability

Increasingly, people are choosing to
work, shop or spend time in places
which have a positive impact on their
wellbeing. People want space to work
collaboratively, to socialise and to
incorporate exercise into their day.
This has implications for the sort of
facilities employers need to provide
and the sort of environments retailers
need to offer to drive footfall; as a
result, the ability to control the area
around a building is a key advantage.

Personalising the environment is one
of the newest ways to differentiate
space. Giving people more control
over light and temperature and
optimising air quality promotes
wellbeing and enhances productivity.

At the same time, employees want
to work in buildings with strong
environmental credentials, and to
work for businesses that take their
environmental responsibilities
seriously.

Top reasons for green building
in the UK (%)

]
|
]
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B Client demands 60%
B Environmental regulations 48%
Market demands 30%
B Right thing to do 28%
Healthier buildings 23%

Survey of UK builders, developers, architects

Source: Dodge Data and Analytics Smart
Report 2018.
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STAKEHOLDER ENGAGEMENT

Shaping our thinking

We engage with a wide range of stakeholders to inform our
thinking. It takes a diversity of perspectives to deliver outstanding

places and positive outcomes for all our stakeholders.

Key issues

Why we engage

How we engage

Customers The way people work, shop Understanding the We undertake ¢.26,500 visitor
and live is changing and their businesses and the people surveys each year. We have
expectations for places where who use our space helps us built a digital platform that
they spend time and the provide places which meet enables data sharing with
standard of services they a wider range of needs, our retail occupiers and
receive are increasing driving long term demand we leverage social media

for our space to keep our customers
informed across the business

Communities Social challenges around We thrive when our Our Local Charter guides
equality, health, skills, communities prosper. how we engage with local
in-work poverty, affordable Understanding our people and partners to
housing and social cohesion, communities helps us make a positive difference.
as well as environmental create successful, inclusive It is integrated into all our
concerns and local issues places that contribute to placemaking plans and

the prosperity of the wider activities, including
neighbourhood and are community consultation
attractive to customers and partnership projects

Employees Attracting and retaining talent To understand how we We encourage open and
in a competitive market can best provide a constructive discussions

supportive workplace throughout the business;
with career opportunities employees can feed back in
that enrich experience, the annual company survey,
develop skill sets and at regular town hall meetings
promote wellbeing or through a range of
employee networks

Partners Promoting our ethical and To help us leverage the range As an expert partner, we
corporate governance of expertise across existing believe that aligning interests
standards across joint venture and potential suppliers, joint creates greater mutual
partners and suppliers. venture partners and debt benefit. We have shared our
Engaging with debt investors, providers to support us in strategy and expectations
enabling them to better delivering outstanding places at supplier conferences and
understand our business assign key contacts to build

close working relationships

Shareholders Delivering income and capital We have a clear responsibility We offer key shareholders

growth over the long term
in the context of broader
market uncertainty

to engage with shareholders
as the owners of our business
and their views are an
important driver of

our strategy

the opportunity to meet

with management on a
one-to-one basis and engage
more broadly through investor
events. A range of information
from financial performance to
blogs from our CEO is also
available on our website
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We respond to these stakeholder issues through our strategy

Through our strategy we also
help address global challenges

Customer Orientation

Responding to changing
lifestyles

Wellbeing

Create places that
promote health, improve
productivity and increase
enjoyment

Right Places

Creating great
environments

Community

Make a positive
contribution locally
and behave so our
places are considered
part of their local
community

@ Capital Efficiency
Thoughtful use of capital

Futureproofing

Protect and enhance
asset value through
environmental
stewardship, including
energy generation and
efficiency, materials
innovation and flood risk
reduction

W Expert People

Changing the way we work

For more information on our
corporate strategy see page 19

Skills and
opportunity

Develop skills and
opportunities to help
local people and
businesses grow

For more information on
our sustainability strategy
see pages 28 to 29

SUSTAINABLE g™ s,
DEVELOPMENT ’v«...’ALS
Our sustainability focus areas

support the UN's Sustainable
Development Goals (SDGs).

Learn more on pages 28 to 29

We are committed to adopting the
recommendations of the Task Force
on Climate-related Financial
Disclosures and have established

a Steering Committee to progress
towards TCFD alignment.

Learn more on pages 62 to 64

Non-financial

reporting statement

Our non-financial reporting includes
environmental matters, employees,
human rights, social matters and
anti-bribery and corruption.

See our statement on page 44
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OUR 2020 SUSTAINABILITY STRATEGY

Our 2020

sustainability strategy

Aligned to the corporate strategy, our sustainability strategy
is built around four focus areas, which address major social,
economic and environmental trends to create value for our

stakeholders and the business.

British Land has been a signatory to the UN Global Compact
since 2009 and our sustainability focus areas support several
of the UN Sustainable Development Goals (SDGs), as outlined
here. Goal 17, on Partnerships, underpins all our activities.

Next year will be the final reporting date for our 2020 targets.
We have made excellent progress against many, while facing
challenges with others. More information can be found in our
Sustainability Accounts and on our website.

We are currently engaging with people across our business,
key stakeholders and external experts to develop our post 2020
sustainability strategy, which we will launch next year.

Our performance on sustainability indices
We use industry-recognised indices to track our
sustainability performance.

G RES B

Global Real Estate Sustainability
Benchmark 2018: Green Star

MSCI =

MSCI ESG Leaders Index*
2018: AAA rating

2|
W CDP

CDP 2018:
A- score

Dow Jones .
Sustainability Indices

In Collaboration with RobecoSAM «

FTSEAGond

FTSE4Good Index 2018:
Top 96" percentile

DJSI World 2018
Top 92 percentile

* MSCI disclaimer available at

britishland.com/sustainability/performance/benchmarks
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Our focus areas
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Supporting UN Sustainable Development Goals
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2019 progress on 2020 targets includes

Developed our air quality
framework, engaged with

stakeholders on pedestrianisation

opportunities and partnered
with City Air Tech to pilot an
air purifying green wall (2020
target: pilot three interventions
to improve air quality).

- Published 'Design for Life’
research on the potential
economic benefits of
placemaking for wellbeing,
partnering with WPI Economics
(2020 target: achieved early).

- Submitted evidence for WELL
certification at 100 Liverpool
Street, where we are targeting
Gold, working with our suppliers
to design for wellbeing and
productivity (2020 target:
deliver WELL certified office).

- 92% progress on our Local
Charter at our places (2020
target: 100%), investing
£1.8m to make a lasting
positive difference to our
local communities.

- 17% employee skills-based
volunteers," up from 16% in
2018 (2020 target: 20%)," as
we partner with CASS Business
School to develop and support
skilled volunteers, maximising
societal impact.

- 81% employee volunteering
(2020 target: 90%)." Although we
continue to offer colleagues up
to four days’ paid time off work
for volunteering each year, we
recognise that greater value is
created through skills-based
volunteering, so this is where
we are increasingly focusing.

1. Volunteering figures currently exclude our property management team, formerly
Broadgate Estates Ltd, which was brought in-house this year



For more sustainability performance data, including progress on our 2020
targets and EPRA indicators, see pages 195 to 197 of this Report

For our full sustainability performance data, see our Sustainability Accounts

2019: britishland.com/data

To find out where we report on the key areas of the Non-Financial Reporting

Directive, see page 44

Futureproofing

Skills and opportunity

T B

QUALITY NDER DECENT WORK AND
EDUCATION ECONOMIC GROWTH

L]

- 10% average reduction in
embodied carbon emissions
versus concept design on our
major developments (2020
target: 15% reduction). This
builds on a decade of work on
embodied carbon, commissioning
and publishing studies and
partnering with our supply chain
to improve performance.

- 44% reduction in landlord energy
intensity across our portfolio
versus our 2009 baseline, through
our efficiency programme, working
with property teams and partners
(2020 target: 55% reduction,
index scored).

- 96% of electricity purchased from
renewable sources (2020 target:
100%) and installation of the UK's
largest shopping centre solar array
at Meadowhall.

- 393 people supported into jobs

through Bright Lights, our skills and
employment programme, bringing
the total to 1,232 since 2016,
working with suppliers, customers
and local partners (2020 target:
1,700). Building on the success

of Starting Out in Retail pre-
employment course, we launched
Starting Out in Building Services
and piloted Retrain in Retail.

Since the launch last year we

have signed up 34/64 strategic
suppliers to our new Supplier Code
of Conduct (2020 target: 100%), and
overall 774 suppliers are signed up.

2.4% of our prioritised suppliers’
UK workforce are apprentices
(2020 target: 3%). With
unemployment at a record low,
changes to education funding and
other external factors, our focus is
increasingly on upskilling people
and supporting people who face
barriers to employment into work.

17 PARTNERSHIPS

FOR THE GOALS

Partnerships
for the goals

Through our award-winning partnership
with the National Literacy Trust, we have
hosted fun literacy events for over 40,000
children and given more than 120,000 free
books since 2012, changing lives.

Hear from some of our

partners, as we work together

to make a greater difference:

“Research shows that children who
enjoy reading, read more and go on
to have better opportunities in life.
British Land takes us to the heart of
many communities that we want to
reach. Our collaboration is the
largest and longest partnership
between a business and charity to
improve literacy in the UK. The results
show how businesses can transform
educational outcomes.”

Jonathan Douglas of the National
Literacy Trust

“The Recruitment & Skills Centre
at Fort Kinnaird contributes to
Edinburgh’s economic strategy,
supporting jobseekers into jobs and
reducing in-work poverty by helping
people progress in their careers.
When the public and private sectors
share common goals and work together,
we can achieve so much.”

Rhona McLinden of Capital City
Partnership, Edinburgh
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EXPERT PEOPLE

Changing how we work
to deliwver our strategy

Our culture is evolving in line with our increasing focus on mixed use.

As we progress this strategy, we are focused on the needs of the
businesses, people and communities who live, work and visit our
places. Our workforce is made up of people who understand and
represent customers’ needs and perspectives and reflect this in

their daily work to create Places People Prefer.

Our values [below) define our ways of working at British Land and
connect us every day to our vision, purpose and strategy.

We have identified four key themes of workplace culture which
support our business strategy, to become more inclusive, more
flexible, more creative and more responsible.

Bring your whole self
- Feel free to be ourselves and
help others feel the same

- Bring all our passion
and energy to what we do

- Be open and inclusive

Listen and understand

- Take the time to listen
and feed back

- Listen with respect
and without judgement

- Base our actions on what
we learn

Be smarter together
- Bring together the

right team Be smarter

- Own our responsibilities together

- Support each other
to succeed

Build for the future

- Anticipate needs and
lead with courage

- Grow our expertise and Build for the

learn from our experience

future

- Be accountable for
the legacy we leave

Read more about our inclusive culture and
diversity at britishland.com/inclusive-culture
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More inclusive

At British Land we celebrate inclusivity as part of our corporate
culture. Many initiatives are led by groups of employees. Above all
our workplace is a place where employees can be themselves.

Our CEO Chris Grigg is at the forefront of this change and

for the fourth consecutive year was ranked in the top 30 of

Ally Executives by OUTstanding and the Financial Times. He

is supported by Darren Richards, our Head of Real Estate and
Executive Committee member, who heads our Inclusive Culture
Steering Committee. A Corporate Social Responsibility Committee
of the Board which has recently been established, chaired by
Non-Executive Director Alistair Hughes, also has oversight of the
development of our culture.

We have well-established networks and forums which are led
by employees both at work and outside the office. These have
continued to thrive, hosting a total of 29 events this year.

We recognise our role in supporting the wellbeing and mental
health of our employees. Our Wellbeing Committee has trained 47
employees as Mental Health First Aiders. The team have created a
Wellbeing Room to provide people with a calm retreat which can
be used by employees during the working day.

In February we hosted an event for our occupiers at 201 Bishopsgate
alongside Lord Holmes to launch a Women's network for the building.

We remain in the top 10 best performers in the Hampton Alexander
review with over 33% women (the recommended amount) in the
combined Executive Committee and Direct Reports. We are in the
Top 50 Social Mobility Employer index up from position 85 and are
just outside the top 100 for the Stonewall UK Equality index.

We continue to recognise that it will be a long and steady path to
reduce our gender pay gap and we remain focused on this with our
Executive team who have a joint management objective to reduce
the gap progressively. Our gender pay gap is discussed in the
conversation with Chris Grigg on page 6 and more information can
be found at britishland.com/gender-pay-gap. Our gender split can
be found on page 112.

Building a more inclusive workforce for the future, our summer
internship programme recruits from a variety of backgrounds, and
for the sixth consecutive year, we have supported the Pathways

to Property programme. Across our portfolio, over 36,000 people
benefitted from our skills, employment and educational initiatives
in the year.



More flexible

Like our customers, many of our employees wish to work more
flexibly, to better balance their personal and professional lives.
To accommodate this, we ensure that all employees have the
technology to work flexibly and are pleased that 15% do so on a
formal basis.

To keep our people engaged in their work, we invest in training
and development, enabling them to work across different projects,
developing new skill sets and building their experience. This year
we invested more than £600,000 to train and develop our people.

We work with Cambridge University to run a Leadership in

Real Estate programme. 75 of our staff have benefitted from
this programme since it was launched in 2014. Aligned with
cultural changes across the business, we have delivered the
‘Performance through People’ programme in partnership with
Ashridge Executive Education to support British Land managers
in their role and we offer a range of online resources to help
employees develop their skills.

Investing in tomorrow’s workforce is a key priority for British Land,
our customers and partners, and this means we continuously need
to evolve the way we work to accommodate the needs of people at
different stages of their lives. This includes reviews of our policies
and benefits, as well as the way we recruit, hire and train.

More creative

We recognise the importance of collaborative working practices
to enhance creative ideas and thinking. Across our portfolio,

we create places that encourage innovation through collaboration
and connection and we take the same approach with our

own workspace.

The renovation of our head office in 2015 better integrated

the different teams within our business and provided more
collaborative space. This year, we went further, introducing agile
working so people get to work with different teams on a regular
basis and, in addition, can work in shared space at our assets,
providing a real insight into the customer experience. We believe
this environment encourages people to be more entrepreneurial
in their thinking.

More responsible

We recognise that as an owner and manager of space we have

a real responsibility to the people who occupy, visit or live in

and around it. In May 2018 we sold the third party portfolio of
Broadgate Estates, our property management business which now
focuses exclusively on our own portfolio. This year, we integrated
this business within British Land and it now sits within our head
office. This reflects the important role that customer services
plays in our business as we progress our strategic focus on mixed
use places.

We encourage all our people to support local communities
through volunteering and are pleased that 81% of the British Land
team was involved volunteering this year, including roles as charity
trustees and school governors. Since 2017, 48 employees have
signed up to the Step on Board programme, an external service
that supports employees to volunteer as non-executive directors
and trustees of charities and voluntary organisations.

Our "Quarterly in Conversation’ (QIC) group of senior managers is a forum which facilitates discussion across teams, generating new
ideas and enabling our teams to learn from each other’s experience. It meets quarterly with the CEO and /or a member of the Board,
providing a two-way dialogue that keeps people at every level of the business better informed.
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PERFORMANCE REVIEW

Focused on our strategy

£12.3bn

Portfolio valuation

6.4 years

Weighted average lease length to first break

(0.9)% 97.2%!

Total property return Occupancy rate

(1.6)% (4.8)%

ERV movement Valuation movement

1. Where occupiers have entered CVA or administration but are still liable for rates,
these are treated as occupied. If units expected to become vacant are treated as
vacant, then the occupancy rate would reduce from 97.2% to 96.9%

Market backdrop

Macro-economic context

The backdrop through the year was dominated by the ongoing Brexit
process. The UK recorded only moderate GDP growth and the rate
of growth slowed in the final quarter. Business confidence remained
fragile and declined overall, with companies slowing investment
decisions in the context of a possible 'no deal” scenario. Consumer
sentiment remained subdued, albeit stable. A number of forecasters
including the Bank of England have reduced their growth projections
for the coming year with the outlook mixed. Unemployment remained
low at under 4%, the lowest level since 1975 and real wage growth
strengthened as levels of employment continued at record highs.

London market

The London investment market remained good, with £16bn of
transactions in 2018, slightly down on 2017, but more than any
other major city globally. Overseas buyers, who accounted for
more than 80% of deals remained active, although the make up

of buyers continued to evolve with demand from China and Hong
Kong easing, but demand from South Korea, Australia and the
Middle East growing. There was however a notable pause in the
early part of 2019 as Brexit uncertainty increased and the theme of
polarisation in investment demand continued as activity focused on
high quality, well-let or trophy assets, with less prime properties
pricing below expectations and at generally wider yields.

The occupational market continued to show resilience with

above average take up. Serviced offices were the largest single
component of demand accounting for 17%, with banking and
finance representing 16%. Vacancy is in line with the 10 year
average and year-on-year, incentives were largely unchanged,
with prime rents moderately up in both the West End and the City.

32  British Land | Annual Report and Accounts 2019

Pricing has continued to polarise, with well designed, new or
refurbished space achieving a significant premium. This is
evidenced by the fact that c.65% of all space under construction for
delivery in 2019 is already pre-let. Supply has remained relatively
constrained and some 30% of space previously expected to be
delivered in 2020 is not yet under construction, suggesting
development starts continue to be pushed back.

Annual house price growth remained relatively subdued at 0.7% in
March 2019 and was weakest in London and the South East, which
reported declining prices. The market for prime and super prime
continues to be challenging, with demand from overseas buyers
reduced partly due to political uncertainty in the UK and globally,
as well as changes to rules on capital gains tax on property
disposals for overseas investors.

Retail market

Retail investment markets were weak reflecting continued
negative sentiment around the long term role of physical retail.
However, there is robust demand for well-let individual assets with
strong occupational characteristics or alternative use potential.
Investment volumes for multi-let assets have been low and those
that have transacted have often been at significant discounts to
book value. Towards the end of the financial year however, it
became apparent that for certain types of multi-let assets,
valuations reached a point where return profiles were attracting
interest from a deeper pool of investors.

The occupational market remained challenging as more retailers
have entered CVA or administration, resulting in store closures.
All retailers are working to optimise their store networks to have
the right footprint to succeed in an omni-channel environment.
They are focused on the optimal number of stores they need and
how much they are willing to pay for them and key to this is the
quality and connectivity of the locations. As a result, we have seen
polarisation trends accelerate with the best quality, best located
retail assets, in the strongest demographic locations which are
right sized and affordable to retailers continuing to perform
relatively well whereas secondary locations, or those which

are too big to reflect local demand, have struggled.

Despite these challenges, many retailers continue to perform well
and successful new entrants continue to emerge - as has always
been the case. However, whilst the key Christmas trading period
was generally stronger than expected, the market is set to remain
challenging overall. Since the end of our financial year we have
seen a high profile CVA from Debenhams.

Campus-focused London offices

At our London campuses, we create and manage some of the best
connected, most accessible space in London, all located in vibrant
and exciting neighbourhoods. They provide world class, modern
and sustainable offices alongside public spaces with all the mix

of amenities people expect of a modern workplace. These unique
campus benefits are the result of specific investment over many
years and represent a clear attraction to businesses seeking to
hire and retain the best people.



People and businesses are working more flexibly, and their needs
change over time, driving demand for quality office space on more
flexible terms. This is what Storey, our flexible workspace offer
provides. It is operational across all three of our campuses and is
an integral part of our offering. It is differentiated from other flexible
office offerings in allowing occupiers to personalise high quality
office space through their own branding whilst benefitting from
shared amenities in the building and all the benefits our campuses
offer. The average size of our Storey customers is 45 employees, and
with an average lease length of around two years it complements
our core office offer while attracting a new market segment to
British Land: relatively new, fast-growing ‘scale up’ businesses,
and specific standalone divisions of larger companies.

Retail will continue to play an increasingly prominent role within
our campuses, notably at Broadgate, where our development
pipeline will deliver an additional 395,000 sq ft of non-office space,
focused on retail, leisure and dining space. This will predominantly
be at ground floor, so although the total allocation will be just 12%,
it makes a highly visible contribution to the campus, and has been
instrumental in helping us sign a more diverse range of occupier.

A smaller, more focused Retail portfolio

Structural change in retail is fundamental and ongoing. Recognising
this, we have been refining our Retail portfolio for several years and
have made good progress with £2.9bn of asset sales since 2014.

We have a clear view of the role retail will play in our business long
term. We will focus on assets which are best placed to support the
changing role of physical retail and enable retailers to succeed in

an increasingly omni-channel world. They will be high quality, well
connected multi-let centres accessible to catchment areas with
attractive demographics. They will have strong market positions, be
affordable to retailers, appropriately sized to reflect their local market
and have the potential to become increasingly mixed use over time.

Looking forward, we aim to reduce our Retail business to 30-35%
of the total, based on current valuations over the next five years.
This implies further asset sales into a market which is currently
more challenging and is likely to remain so in the short term.

In this context, we will remain patient and opportunistic in our
approach and only progress disposals at the right price, which
deliver clear value and progress our long term strategy.

Residential, principally Build to Rent

Build to Rent residential is complementary to our existing expertise
and additive to our mixed use strategy. The market is underpinned by
sound fundamentals, with housing generally undersupplied relative to
demand and ability to buy constrained, making renting an attractive
option for a growing number of people. Added to this, ownership is
relatively fragmented, creating an opportunity for professionally-
managed, quality space especially in London and the South East.

More details on the portfolio, property performance, individual
developments and assets sold and acquired during the year can be
found in the detailed supplementary tables on pages 186 to 194

STDREY

Storey

Storey, our flexible workspace offer, launched in June 2017.
It is a deliberately differentiated concept, providing quality
workspace on a short term basis. Occupiers have the ability
to brand the space themselves whilst benefitting from the
shared facilities in the buildings and the amenities across
the wider campus. It has become integral to our campus
offering, helping us attract new businesses, typically from
the technology or creative sectors, as well as providing
overflow or project space for occupiers on our core space.

Two years in, it is operational across 141,000 sq ft and
our plans will more than double this to include standalone
buildings as well as space of our campuses.

Progress on our strategy

Strategic Indicative 5-year

priority business mix Progress

Campus-  55-60% - Progressing development on our

focused . campuses and de-risking through
Of which .

London Storev ¢ 5% pre-lets with 76% of our recently

Offices y ot completed and committed

developments now let or under offer
to a broad range of occupiers

- Creating options with 2.7m sq ft
of planning consents achieved

- Storey operational across
141,000 sq ft on all three
campuses with further 161,000 sq
ft identified (incl. standalone locations)

- Smart Places team established

with a clear strategy to deliver digital
placemaking across our places

Refocused 30-35% - £646m of assets sold since April

Retail 2018, marginally above book value
including a mix of solus, leisure and
multi-let assets

Residential c.10% - Further good progress at Clarges

principally Mayfair, with 23 units completed in

Build to the year, bringing total completed

Rent units to 25, a further two exchanged
and three under offer

- Canada Water planning application
submitted including 3,000 homes

- Further opportunities across
our portfolio
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PERFORMANCE REVIEW CONTINUED

Business review

(1.6)%

ERV movement

£239m

Acquisitions

Lettings and renewals

+0.4%

Portfolio performance
Total

2.7m sq ft

Valuation ERV Yield property

Valuation movement growth shift return

At 31 March 2019 £m % % bps %
Offices 6,308 1.1 1.4 +2 4.9
Retail 5,577 (11.1) (3.8) +37 (6.6)
Residential 128 (4.4) na na (1.6)
Canada Water 303 (0.8) na na 3.1
Total 12,316 (4.8) (1.6) +19 (0.9)

The portfolio value was down 4.8% overall, with Retail valuations
down 11.1%. Offices were 1.1% ahead, driven by developments
which were up 11.3%. The Offices portfolio saw positive ERV
growth, balanced across the City and West End with yields
broadly flat. In Retail, investor sentiment remained negative

with CVAs and administrations putting further pressure on rents,
driving yield expansion and ERV decline. These difficulties were
most pronounced in department stores and smaller multi-let
centres in areas with weaker demographics.

Offices performed in line with the London Office benchmark
although underperformed All Offices by 100bps due to the strength
of regional offices within the Index. Retail underperformed the
Retail benchmark, which saw values down overall. Multi-let centres
in weaker demographic locations which were disproportionately
impacted by CVAs underperformed overall compared to the
benchmark which includes long let assets which were typically
less impacted. As a result and reflecting the continued strength of
industrials where we have no exposure, the portfolio underperformed
the IPD all property total return index by 550 bps over the period.

£1.5bn

Disposals

Lettings and renewals ahead of ERV

Capital activity

Canada

Offices Retail Residential Water Total
From 1 April 2018 £m £m £m £m £m
Purchases 129 110 - - 239
Sales' (500) (646) (359) - [(1,509)
Development
Spend 212 31 11 21 275
Capital Spend 20 33 - - 53
Net Investment (139)  (472)  (348) 21 (938)
Gross Investment 861 820 370 21 2,072

On a proportionally consolidated basis including the Group’s share of joint
ventures and funds

1. Includes sale of Richmond which exchanged in FY18 and completed in the
current year for £45m. Includes sale of 12 Sainsbury’s superstores which
exchanged post year end for £194m. Includes Clarges residential sales of
£359m, of which £253m exchanged prior to FY19 and completed in the year
and £18m exchanged post year end

We have completed or exchanged on £1.5bn of asset disposals

since 1 April 2018, bringing the total gross value of our investment

activity since 1 April 2018 to £2.1bn. In Retail, we made sales of
£646m, comprising a mix of non-core multi-let centres and
standalone retail or leisure assets. Overall, sales were marginally
ahead of book value, with multi-let centres generally transacting
at a discount, and solus assets, particularly those with good
alternative use potential, generally achieving a premium to book
value. We acquired Royal Victoria Place in Tunbridge Wells at

the start of the year for £92m; the centre offers good mixed use

potential and is well located in London’s commuter belt.

We love being part of the Storey community. Before moving into our space in Appold Street we were part

of a co-working office, but with our team growing, we were at the stage where we had to get something of our
own. We needed something flexible, but representative, and we definitely found exactly the right fit. Storey
has been absolutely brilliant not only in helping us find the ideal office, but also in making sure everything
runs smoothly for our team every day. The Storey team are a delight to work with, and I'm excited to see

how the community grows in the future.

Chris McCullough, CEO & Co-Founder, Rotageek
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In Offices, the most significant transaction in the period was the
sale of 5 Broadgate for £1bn (our share £500m) in line with book
value. Overall, this development generated a total property return
of 18% per annum for British Land.

At Clarges, our prime residential-led development in Mayfair,
we completed on the sale of 23 units in the year for £335m,

bringing total completed units to 25 with receipts totalling £359m.

We have exchanged on two further units, bringing completed and
exchanged sales to £383m with seven units remaining, of which
three are under offer. Clarges has been a highly successful
scheme for us, having delivered total profits of £200m to date
with £34m sales to go, excluding those already under offer.

Data and insights

We are continuing to leverage our insight into our places, which
is grounded in the data we collect across the portfolio on the
people who work at, visit and live around our centres and
campuses. This data shows how users interact with our spaces;
for example how they choose to spend their time and money,
which brands they engage with and what they think of our
facilities and services. Our understanding is informing
development strategy at our campuses and providing valuable
evidence in leasing discussions in an environment where brands
are very focused on taking the right physical space.

This year, we rolled out a new data and analytics platform, whereby
nearly 1,000 retailers, representing two-thirds of our portfolio
contribute sales data in exchange for reports and benchmarking,
providing our occupiers with a real insight into their customer base
and helping us build a clear picture of which occupiers and centres
are performing well. Over time, this information guides our asset
management and our investment activity, helping us allocate
capital efficiently.

At Canada Water, we have used insight to project the likely needs
of the community as the scheme progresses and this is shaping
the amount of retail, leisure and community space in our plans.
This modelling builds on the expertise we have developed across
our campuses and retail centres by factoring in the benefits of a
mix of uses for placemaking.

Sustainability

Sustainability is integral to how we manage our business.

Our activities have a real impact on the environment, our
customers and local communities and we recognise our
responsibility to manage those impacts. This year we published
‘Design for Life’ research, quantifying the potential economic
benefits and individual boost of putting wellbeing at the heart

of urban design, which is core to creating Places People Prefer.
Sustainability is integrated into the standard tools we use across
our business, from our Sustainability Brief for Developments,
now in its 15" year, to our Local Charter, which sets out five ways
we make a lasting positive difference to our local communities.
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At 100 Liverpool Street, our largest on-site development around
half of the original structure and foundations were retained,
saving 7,200 tonnes of embodied carbon, with a further 4,100
tonnes set to be saved through carbon-efficient design and the
use of low-carbon materials. We have worked hard to minimise
the impact of this development for customers, for example by
using an off-site consolidation centre to combine deliveries,

we achieved a 20% reduction in trucks coming to the site.

We also worked closely with London transport partners to
ensure that transport connections were unaffected and with
local shops and businesses who lost no trading days.

Across our Broadgate developments, we are working in
partnership with our main contractor, Sir Robert McAlpine, to
create a positive local legacy. Over 3,300 people have benefitted
from our Broadgate construction team’s community activities
over the last two years, including local schoolchildren, jobseekers
and people affected by homelessness. Over 60 apprentices

and trainees have developed their skills through our Broadgate
construction activity over the same period. We are also ensuring
that our projects directly benefit local businesses. For example,
58% of construction spend at 100 Liverpool Street so far (E59m)
has been spent in the City and neighbouring boroughs.

At our managed assets, we continue to support people into work
through Bright Lights, our skills and employment programme. At Fort
Kinnaird, Edinburgh, the Recruitment & Skills Centre celebrated its
fifth anniversary this year. Winner of the Estates Gazette Collaborators
Award 2018, our innovative collaboration involves councils in East
Lothian, City of Edinburgh and Midlothian and partners such as the
Capital City Partnership, Department of Work and Pensions and Skills
Development Scotland. Since opening, the Centre has trained 2,663
people and helped 3,585 people into work, supporting around 160
employers each year, including our customers. This improves
opportunities for people in surrounding neighbourhoods and creates
the skilled workforce that our customers value.

We just wanted to serve really good wine and

fish — British Land gave us an opportunity to do
something really special, and people seem to really
enjoy that. We get a lot of positive feedback on the
area, particularly from people who remember it
decades ago and they’re amased by how much

it’s come together with the canal at its heart,

and it’s getting better and better.

Harry Lobek, Director, London Shell Co
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Our strong sustainability performance is reflected in our rankings
on external ESG indices, including a green star rating for the
ninth consecutive year in the Global Real Estate Sustainability
Benchmark (GRESB), CDP A- score (2017: B) and inclusion in the
FTSE4Good and Dow Jones Sustainability Indices 2018. This year,
while we maintained our strong absolute performance in GRESB,
our relative ranking reduced to 4-stars. We have established a
Steering Committee to progress meeting the recommendations
of the Taskforce on Climate-related Financial Disclosures and
continue to reduce carbon and energy intensity across the
portfolio, this year achieving 64% and 44% reductions, respectively,
against our 2009 baseline.



Campus-focused London Offices

Operational and financial highlights

- Portfolio value up 1.1%, with the City up 1.9%
and West End up 0.7%

- Yields flat in the City, with moderate expansion
in the West End +3bps

- ERV growth of 1.4% across the portfolio

- Activity generating like-for-like income growth
of 4.9%

- Leasing activity covering 1.1m sq ft, adding
£21m to future rents

Campus operational review

80% of our Offices are located on our three central London
campuses, each benefitting from excellent transport connectivity
and vibrant local neighbourhoods which are an important part of
their appeal. Across these spaces we have made good progress
on our strategy to expand the mix of uses, which in the context
of our campuses means an enhanced leisure, dining and
entertainment offering.

Broadgate

More than half our leasing activity this year has been at Broadgate,
where we made 739,000 sq ft of lettings and renewals and agreed
rent reviews on a further 152,000 sq ft of space, overall 6.5% ahead
of ERV. The most significant included McCann, one of the world’s
leading advertising agencies and TP ICAP, the global interdealer
broker who signed for 127,000 sq ft and 123,000 sq ft respectively
at 135 Bishopsgate, both for a 15 year term.

At 100 Liverpool Street, Milbank, a leading international law firm,
has committed to over 70,000 sq ft and despite the uncertain
political backdrop, financial services firm Peel Hunt has signed for
40,000 sq ft. We have made good progress leasing on the retail
side, with space let or under offer to Watches of Switzerland, Gant,
Kiehls and Neom Organics alongside several high quality grab and
go operators. These are typically smaller lettings, ranging from
300 to 6,000 sq ft, but are located on the station concourse or at
lower ground floor level, where the rent achieved can be more than
double that on the office space (on a per sq ft basis).

At 1 Finsbury Avenue, which has reached practical completion,

we are building a premium food offering, with space let or under
offer to Bar Douro, a Portuguese restaurant specialising in small
plates and independent, high quality grab and go brands Nyokee
and Yolk. These join Everyman, the boutique cinema operator

who signed for a three-screen cinema covering 11,000 sq ft earlier
in the year. These lettings demonstrate significant progress to
create a destination centre for food, retail and culture at Broadgate,
enhancing the appeal of our campus to prospective occupiers,
particularly those from non-traditional sectors including
technology. The most recent example is Product Madness, an
online gaming platform who are taking 31,000 sq ft at 1 Finsbury
Avenue on a ten year term. Earlier in the year, technology company
Mimecast committed to an additional 34,000 sq ft bringing their
total occupation to 113,000 sq ft.

Under offer on a further 28,000 sq ft and in
negotiations on a further 479,000 sq ft

Investment lettings and renewals signed 1.2%
ahead of ERV adding £3m to future rents

317,000 sq ft rent reviews agreed 7.1% ahead
of passing rent adding £0.9m to rents

Occupancy increased slightly to 97.7%; Regent's
Place and Paddington Central virtually full

5 Broadgate sold at book value (our share £500m)
generating an 18% pa total property return

Elsewhere on the campus, we let 37,000 sq ft to commodities
broker Marex at 155 Bishopsgate and nearly 40,000 sq ft at
Broadgate Tower, where both Liquidnet and TradeTech expanded
their space. We also completed 25,100 sq ft of short term lettings
to tech and professional service businesses at 2&3 Finsbury
Avenue including CheckRecipient, Pog, and Tech Nation. This
strong progress across the campus demonstrates London’s
enduring appeal as a place to do business, despite Brexit.

Overall, the campus saw a valuation uplift of 1.9% driven by
gains on our development properties and benefitting from
ERV growth of 1.2%.

Paddington Central

We have continued to make good progress evolving our retail

and dining offer at Paddington Central. This year, we have let
space to Vagabonds Wine and a second canal-boat restaurant,
further enlivening the canal-side as well as Pure, and Department
of Coffee and Social Affairs at 2 Kingdom Street and Pall Mall
Barbers in Sheldon Square. Total lettings/renewals at the campus
covered 41,000 sq ft, including 20,000 sq ft of lettings through
Storey with rent reviews on 78,000 sq ft of space agreed more
than 10% ahead of passing rent. Occupancy across the campus

is 97.2%.

There is real momentum building across the neighbourhood,

with leasing interest from a range of sectors reflecting significant
investment and regeneration ahead of Crossrail opening. The campus
saw a valuation uplift of 1.9%, benefitting from yield tightening of

1 bp and ERV growth of 0.9%.

Regent’s Place

At Regent’s Place, where occupancy is 98.7% our leasing activity
covered 250,000 sq ft. Our largest single letting was to Facebook
who are taking 175,000 sq ft on 10 year lease at 10 Brock Street in
the space to be vacated by Debenhams. This takes their occupancy
at the building to 290,000 sq ft and is a strong endorsement of the
campus. We have also let 12,600 sq ft to Hays at 20 Triton Street
and agreed 34,000 sq ft of rent reviews, 9.1% ahead of passing
rent. This activity supported ERV growth of 2.2% offsetting mild
yield expansion of 3 bps to deliver an overall valuation uplift

of 1.4%.
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We are planning a re-brand of the campus, which we expect

to launch in the summer and are progressing plans for a
programme of public realm improvements, which will enhance
existing connections with Regent’s Park, the residential areas to
the north and the Knowledge Quarter. These will introduce more
green space and support a more diverse range of uses,
experiences and activities throughout the year.

Increasing the mix of uses

Non-office leasing at our campuses totalled 68,000 sq ft in the
year, primarily comprising retail, leisure and dining, with the
largest single letting to Everyman cinema at 1 Finsbury Avenue.

We have also focused on making smart use of public or shared
spaces through events and activities which enliven our space as
well as successful commercial events which generate income.
This year, our campuses hosted 44 major marketing activities
as well as a range of seasonal events to mark national occasions
such as International Women's Day, Mental Health Awareness
Week and London Pride. We were recognised by REVO for brand
experiences including Eon’s ‘Shot of Summer” and a Bordeaux
Butterfly Bar, both at Broadgate. Our Adidas experience held
last summer at Norton Folgate comprising sport, music and
“Instagramable” moments generated around £50,000 rent for

a 10-day event.

Storey: our flexible workspace brand

We launched Storey nearly two years ago. It is a deliberately
differentiated flexible workspace concept, providing occupiers with
the opportunity to brand the space themselves whilst benefitting
from shared facilities in the building and the advantages our
campuses provide. This year, Storey opened at 2 and 4 Kingdom
Street (Paddington Central), and 3 Finsbury Avenue (Broadgate)
as well as at York House, W1 in our standalone portfolio. It is now
operational across 141,000 sq ft and is 90% let or under offer.

Part of the business rationale was the increasingly complementary
nature of core and more flexible space, so we are pleased that 35%
of Storey occupiers by rent are existing customers of British Land.
It has also been instrumental in building our exposure to the
growing technology and creative sectors, which account for

¢.40% of space let; recent examples include Tryzens a provider

of e-commerce solutions and AppDynamics, an application
performance analytics company, who both signed in the year.

Storey continues to achieve attractive premiums to ERV of around
30% on total leased space with an average lease length of
23 months, and average occupier headcount of 45 people.

o6

We love the progressive approach to design, the
open space and amenities, and crucially, access to
Juture talent. We think we’ve found the perfect place
Jor Mimecast to grow and continue to succeed

in London.

’, Neil Murray, Chief Technology Officer, Mimecast
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Looking forward, the Storey pipeline is 161,000 sq ft which includes
‘Storey Club’ at 4 Kingdom Street, a new concept providing ad hoc
workspace, additional meeting rooms, private dining venues and
event and workshop spaces for Storey occupiers. We have earmarked
more than 60,000 sq ft in standalone space at Wells St in Fitzrovia
and Orsman Road in Haggerston [exchanged in the year).

Smart Places

This year, our Smart Places team have laid out a long term plan to
deliver digital placemaking across our Office campuses. This is an
example of how we are evolving our offer to enhance the experience
for our occupiers, differentiating our space to drive long term
demand and deliver rental growth. Our Smart strategy focuses

on three core areas:

- Tech hardware: ensuring we are putting in place the right
materials and equipment in our buildings for the long term -
efficient mechanical and electrical materials which are
internet-connected, and can send and receive instructions
according to an open-source British Land standard for data

- Building a data environment: bringing together data from across
our spaces and other sources to derive insight, improve usage
of space and enable building control

- User experience: developing platforms that allow users to
engage seamlessly with their space, helping them to be
healthier, productive and more engaged in their environment

At our head office at York House we have successfully trialled
hardware which measures space utilisation and are working with
third parties to generate insights from the data we have collected.
We have standardised a Smart Buildings design guide which we
are using across all new developments and have started to engage
with occupiers to support them in making the most of our advanced
office developments, constantly improving our understanding of
what our occupiers want and how we will achieve this.




Smaller, more focused Retail

Retail operational and financial highlights

- Total portfolio value down 11.1%, led by smaller
multi-let schemes which were disproportionately
affected by CVAs and administrations

- Yield expansion of 37 bps overall
- ERVs down 3.8%

- Robust leasing activity with lettings/renewals
covering 1.6m sq ft, marginally ahead of ERV; strong
retention rate on renewals of 78%

- Further 1.8m sq ft of rent reviews agreed 2.3% ahead
of passing rent

- High occupancy maintained at 97%

Performance review

Leasing

In a challenging operating environment, our focus this year has
been on the day to day business of leasing and managing our
space. Overall, leasing volumes have been ahead of historic levels
at 1.6m sq ft, with the number of long term deals in line with
average, but a higher number of short term or temporary lettings
signed this year, demonstrating the way we are evolving our offer
to meet the needs of our occupiers whilst retaining flexibility in our
estate to respond to new retailers and concepts.

We have had a successful year at Meadowhall, with 22 long term
deals with new lettings to Skopes, Rock Up and Lacoste, and
upsizings from North Face and Fat Face. Meadowhall has

seen nine consecutive months of year on year footfall growth,
demonstrating its strong and growing appeal, post our £60m
refurbishment. Building on this, we are on site with a new
children’s playground and have an upgrade to the Oasis dining
quarter planned for the current year. We are piloting changes

in the way we use retail space, including Meadowhall Sessions, a
series of evening classes and a regular artisan market showcasing
the best in Yorkshire produce which both launched in the year.

Across the portfolio, we have continued to welcome new formats
with Goldsmith’s the jewellers opening their first out of town store
at Fort Kinnaird and Empire cinemas launching their first new café
and cinema concept at SouthGate, Bath. We have re-geared leases
with major tenants on a portfolio basis, including Boots at three
schemes totalling 44,000 sq ft at 12.4% ahead of ERV and Argos at
six schemes totalling 61,000 sq ft broadly in line with ERV. We also
agreed a portfolio deal with New Look covering 11 leases.

Annualised rental impact of CVAs and
administrations over the last two years of £16.9m;
£0.9m at assets subsequently sold, £5.1m at stores
where rents have reduced and £10.9m is at stores
subject to closure of which £6.5m has already been
let or in negotiation

Like for like income growth excluding the impact of
CVAs and administrations of 0.8%

Footfall down 0.9%, 230 bps ahead of benchmark;
total sales down 0.5%, 160 bps ahead of benchmark

£646m non-core assets exchanged since April 2018

CVAs and administrations

Across our portfolio, we are addressing the impact of CVAs and
administrations. The annualised impact of CVAs and administrations
over the last two years is £16.9m. £0.9m at assets subsequently
sold, £5.1m at stores where rents have reduced and £10.9m is at
stores subject to closure of which £6.5m has already been let or
in negotiation. This has disproportionately impacted our smaller
multi-let centres especially those in weaker demographic locations,
and are generally assets that do not have a long term role within
our portfolio. Post period end, Debenhams also applied for a CVA,
prior to which we had re-let their head office space to Facebook,
and had managed down our retail exposure with the sale of a
standalone store in Clapham. Our exposure to Debenhams now
comprises four standalone and five stores in multi-let centres.

(19

Broadgate gave us a chance. They trusted in «
new business because they believed in us and the
concept. We have a home now — a base so that we
can serve our food and delicious coffee every day.
It’s the kind of spot we were hoping for and
dreaming of.

99 Nick Philpot, Founder, Yolk
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Operational performance

Footfall was down 0.9% in the year, but we have continued to
outperform the benchmark (230 bps ahead] demonstrating that
despite changes in the way people shop, our centres are still
relatively well placed. Total sales, which take into account our
asset management initiatives, were down 0.5% outperforming the
benchmark by 160 bps, although same store sales, which strips
out these improvements showed decline of 1.5% but was 160 bps
ahead of the benchmark. Both metrics showed an improvement
over the year, and encouragingly, turned positive in the last quarter
of the financial year. These figures only capture instore sales and
exclude online sales where the physical store plays a key role,
including shipping direct from store, an approach more retailers
are adopting, as well as click and collect and online purchases first
browsed in store.

This year eight of our commercialisation events were recognised at
the REVO awards with three winners including best Pop Up Shop
for our Unicorn Meadow at Meadowhall, best Mall Transformation
again at Meadowhall, recognising the change that our refurbishment
has delivered and best Commercial Event for our Ultra-Violet

Bar at SouthGate, Bath, marking our partnership with the

Bath Gin Company.

Capital activity

We have a clear strategy to refine our Retail portfolio to deliver a
smaller, more focused business, comprising assets that support
the changing role of physical retail, are right sized for their local
markets and have the potential to become increasingly mixed use.

In line with that, we have made asset sales totalling £646m since
1 April 2018, comprising smaller, multi-let retail centres, non-core
leisure assets and standalone retail assets. Overall sales were 2%

ahead of book value, but multi-let retail has generally sold at or
below book, while standalone retail and leisure has generally sold
at or above book. The most significant transaction was the disposal
of 12 of our Sainsbury's superstores for £193.5m (our share),
modestly ahead of book value, which exchanged post period end.

40  British Land | Annual Report and Accounts 2019

This brings total retail disposals over the last five years to £2.9bn
comprising the following core categories:

sold si:c"e‘ totalportfol‘i’/on totalportfol‘i’/oo
Asset class April 2014 March 2014 March 2019
Department stores £682m 5% 1%
Superstores (standalone) £1,203m 1% 1%’
Leisure £195m 3% 2%
Non-core multi-let retail £790m
Total £2,870m

1. Pro-forma for post year end exchanged sale of 12 Sainsbury’s superstores

We have a clear view of the value of our assets, and have set out
the indicative shape of our business in five years, when we expect
retail will comprise 30-35% of the portfolio, based on current
valuations. We have the financial capacity to progress our
developments without necessitating asset sales, enabling us to
be patient and opportunistic in our approach, so we benefit from
pockets of demand for particular asset types as and when they
arise. We will maintain this approach going forward and only make
disposals which deliver value or significantly progress our long
term strategy. We have a strong track record of delivering on our
strategic goals having reduced our standalone superstore
exposure from 11% in 2014 to 1% today with just six standalone
stores remaining.

Retail will remain an important part of our business long term,
so we will continue to invest in those assets which support the
changing role of physical retail and have the potential to become
mixed use. We have a clear set of criteria in terms of size and
location, the environment, mix of operators and services that we
use to evaluate our assets and these factors underpinned our
purchase of Royal Victoria Place in Tunbridge Wells for £91.8m at
the start of the year. Here, we have committed to a refurbishment
covering around two-thirds of the centre and have plans for a
redevelopment of the remaining third of the space; longer term,
we see potential to significantly expand the mix of uses.

PureGym are delighted

to have finally secured
representation on Fort
Kinnaird. It’s proved to be

a great decision and was
actually our strongest ever
new site opening since the
business began 10 years and
238 gyms ago!

Duncan Costin, Property Director,
PureGym



Development

ERV

Current Cost to let/under

Sq ft Value complete ERV offer

At 31 March 2019 ‘000 £m £m £m £m

Recently completed 287 153 11 8.2 4.7

Committed 1,330 T4 252 55.0 432

Near term 866 156 404 394 -
Medium term 2,443

Canada Water Phase 1" 1,917

On a proportionally consolidated basis including the Group’s share of joint
ventures and funds (except area which is shown at 100%)

1. Total site area is 5m sq ft. Phase 1 consists of Phase 1a, 1b, 1c. Detailed planning
submitted for Phase 1a (576,000 sq ft), outline planning submitted for total Phase 1

Portfolio

Developments are a key element of our investment case as a
fundamental driver of sustainable value and growth for the long
term. In the current market we see limited opportunities to make
accretive acquisitions, so the capacity to develop is an important
competitive advantage. Critical to our approach is the flexibility
and optionality we have created, with the majority of space in

our development pipeline either income producing or held at

low cost, so we have attractive options we can progress as and
when appropriate.

We actively manage our development risk and pre-letting our space
is an important part of that approach. Reflecting our continued
successful leasing activity, 76% of our recently completed and

committed developments are pre-let or under offer and speculative
exposure remains low at 2.3% of portfolio gross asset value.
Including our near term pipeline, this will be 7.4%, below our
internal risk threshold for speculative development of 8%.

Construction cost forecasts continue to suggest that the rate of
growth has moderated from the level in recent years. However,
there is a risk that the Brexit outcome increases materials costs
and reduces labour supply in future years, potentially increasing
cost inflation above the expected 2-4% per annum. To mitigate this
risk, 93% of the costs on our committed development programme
have been fixed.

Campus developments: further enhancing the mix
of uses

Development has been an important driver of value over the year.
Our successful leasing activity has supported the rental tone at our
Broadgate campus while the benefit of our 4 Kingdom Street
development [completed in 2018) continues to support rental
growth at Paddington Central.

Completed developments

1 Finsbury Avenue (287,000 sq ft) at Broadgate has reached
practical completion, and we are 58% let or under offer by ERV
following 168,000 sq ft of leasing activity. Signings included
Mimecast, Everyman and Product Madness and with four F&B
operators exchanged or under offer. In addition, we are allocating
72,000 sq ft to Storey, leaving just 46,000 sq ft available to let.

(19

Our employee base is
approximately two thirds
under 30. People looking for
work will not only look for

a job now — they will look

at the environment they’re
working in and the location
of the building as part of
their overall decision making
process. They are less likely
to choose an employer if they
don’t like what they see.

99 Stephen Guy,
Chief Integration Officer
and Chief of Staff,
McCann Worldwide

British Land | Annual Report and Accounts 2019 41



PERFORMANCE REVIEW CONTINUED

Committed developments

Our committed development pipeline covers 1.3m sq ft (excluding

1 Finsbury Avenue). At 1 Triton Square (Regent's Place] which is our
largest wholly-owned development covering 366,000 sq ft, the office
space is fully pre-let to Dentsu Aegis Network on a 20-year lease.

At Broadgate, we are on site with two developments together
delivering 856,000 sq ft. 100 Liverpool Street (521,000 sq ft) topped
out in the period, the facade has now been installed up to level 10
and fit out of the interiors started in April. It will be one of Europe’s
smartest office buildings, with a single digital spine connecting
systems within the building to personalise elements of the working
environment including temperature and light as well as monitor
the use of space. We are aiming for a WiredScore platinum

rating for internet connectivity and infrastructure and a Well Gold
certification for wellbeing. Sustainability has been integral to the
design and delivery of this building; by retaining as much of the
existing structure as possible we have saved 7,200 tonnes of
embodied carbon and are on track to save a further 4,100 tonnes
through carbon-efficient design and use of low-carbon materials.
More than half of the construction spend has been invested in the
City and neighbouring boroughs, ensuring local people benefit
from our development. Following lettings to Peel Hunt and Milbank
this year, who join Sumitomo Mitsui Banking Corporation Europe,
the building is now 56% let or under offer by ERV. At 135 Bishopsgate
(335,000 sq ft), we are 90% let or under offer, with signings to
McCann and TP ICAP this year, in addition to Eataly, the Italian
marketplace which is taking 44,000 sq ft on the ground floor.
Across both buildings, we are seeing good interest in the
remaining space.

Near term pipeline

We have increased our near term pipeline to 866,000 sq ft with the
addition of 1-2 Broadgate where we achieved planning permission
during the year. This 531,000 sq ft scheme includes 153,000 sq ft

of retail, leisure and dining space, connecting Finsbury Avenue
Square with retail at 100 Liverpool Street and the Broadgate Circle,
creating a 350,000 sq ft retail, leisure and dining hub.

At Norton Folgate (previously Blossom Street] we have consent
for a 335,000 sq ft scheme comprising 257,000 sq ft of office
space alongside retail and residential space, to create a mixed
use development which is in keeping with the historic fabric of
the area. Our plans envisage a mix of floorplates, to appeal to
small and growing businesses as well as more established
organisations, particularly in the technology and creative sectors
and we are already seeing good interest in the space.
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Medium term Pipeline

Our medium term pipeline includes three office-led schemes
covering more than Tm sq ft in total. These buildings progress
our mixed use campus vision and support future income growth.

The most significant scheme is 2-3 Finsbury Avenue at Broadgate.
Covering 563,000 sq ft, the scheme adds 374,000 sq ft to the
existing space which generates an income through short term,
more flexible lettings, with 50,500 sq ft allocated to Storey. We have
also launched a 1,700 sq ft events space at 3 Finsbury Avenue
which regularly hosts thought-leadership events, as well as yoga,
pilates and meditation sessions.

At 5 Kingdom Street, Paddington Central, we have submitted a
revised planning application which would increase our consented
scheme from 240,000 sq ft to 429,000 sq ft. The scheme includes
the opportunity to develop a former Crossrail works site which
reverts to British Land on completion of Crossrail, providing 80,000
sq ft of community, retail, leisure and cultural facilities, reflecting
feedback from focus groups and residents who we consulted on
how this space could best be used. At the Gateway, we have
consent for a 105,000 sq ft premium hotel.

Retail development: enhancing and repositioning
our portfolio for the future

In line with our disciplined approach to capital allocation, we
consistently review our capital spending plans. In the current
environment we would expect the overall level of capital spend
on our Retail portfolio to be lower than historically. However,
we maintain a range of opportunities across our portfolio which
preserve our optionality but would only commit where market
conditions and long term prospects are supportive.

Committed developments

At Drake Circus, Plymouth, we are on site with a 108,000 sq ft
leisure extension which will add a 12-screen cinema and 14
restaurants. The scheme is 67% let and under offer and we
expect to reach practical completion in autumn 2019.

Medium term pipeline

Our medium term pipeline is focused on mixed use opportunities.
At Ealing Broadway, which will benefit from Crossrail, we are
working up plans for a 292,000 sq ft scheme, and at Eden Walk,
Kingston (jointly owned with USS) our consented mixed use
development plans include 380 new homes, alongside shops,
restaurants and 35,000 sq ft of flexible office space. At Meadowhall,
we have consent for a 333,000 sq ft leisure extension but are
undertaking a review of our plans which is expected to conclude
towards the end of the year. We have further opportunities at New
George Street in Plymouth, adjacent to our Drake Circus regional
retail centre which cover 43,000 sq ft. In each case, our focus will
be on enhancing the mix of uses to best reflect the local market.

Read more about our development pipeline on pages 22 and 23



Canada Water: 53 acre masterplan for a new urban centre

in Central London

Highlights
- 5m sq ft mixed use development scheme

- Master development agreement signed with
Southwark Council in May 2018

- Planning application including detailed planning
submission on the first three buildings and outline
planning for the whole scheme submitted May 2018

- Net valuation movement down 0.8% to £303m:
increase in gross valuation offset by costs incurred
in connection with planning

At Canada Water, we are working with the London Borough of
Southwark to deliver a 5m sq ft mixed use scheme, including 3,000
new homes alongside a mix of commercial, retail and community
space. The site is located between London Bridge and Canary
Wharf on the Jubilee line with access to the London Overground,
making it easily accessible from Canary Wharf, the West End,
Shoreditch and South West London. It will also be an indirect
beneficiary of Crossrail, which will significantly reduce pressure
on the Jubilee line between Canary Wharf and Bond Street.

It covers 53 acres including the dock area, providing 48 acres

of developable land.

We started engaging on our masterplan proposals in 2014 and
since then have held over 120 public consultations and local
outreach events. These have attracted over 5,000 individuals who
have inputted at every stage and provided 12,000 comments on

our plans, enabling us to shape a design that seeks to meet local
needs and aspirations. Together with Southwark Council, we have
also developed a Social Regeneration Charter which captures local
residents’ priorities for the benefits of the development, and ideas
for how these can be delivered.

In May 2018 we signed the Master Development Agreement with
Southwark Council. This set out the terms of a new headlease
consolidating our holdings into a single 500-year headlease with
Southwark Council as the Lessor. This structure effectively aligns
the ownership of these assets, with British Land owning 80% and
Southwark Council owning the remaining 20%. Southwark Council
can participate in the development of the individual plots, up to

a maximum of 20% and returns will be pro-rated accordingly.

This headlease becomes effective on fulfilment of several conditions,
most importantly achieving outline planning consent for the whole
masterplan and detailed planning consent for the first three
buildings which was also submitted in May 2018.

Since submission of our application, we have worked constructively
with Southwark Council through the complexities of the planning
process and we are targeting a July planning meeting.

The first three buildings total c. 576,000 sq ft and will provide
265 homes of which around 35% will be affordable. Building A1
will provide both residential and workspace and building A2 will
be focused on workspace and a new leisure centre, with both
providing a small amount of retail at ground floor. K1, the third
building will be wholly residential.

Potential funding structures will be explored when we have greater
visibility on timing, ahead of which we are already seeing interest

in the space from a range of sectors and discussions are underway
on several buildings. In the meantime, the Printworks has become

an established live music venue, frequently hosting crowds of up to
5,000. Ticket sales and visitors are now over 80,000 from 23 shows

through the winter/spring season.

The net valuation movement for Canada Water over the year
showed a marginal decrease, reflecting an increase in gross value
to £303m attributable to progress on planning and design offset by
costs incurred in masterplanning the scheme.

(19

Coming to the Paper Garden
means to me... community.

A nice way to come together with
others who have a similar mindset.
A great collaboration of me,
others, and nature. I get to try out
new things, like free writing and
cooking. It is part of myself,

to come closer to our planet and
unleash my inner self. Coming

to the Paper Garden means
everything to me, everything I do.

99 Andras, friend of the Paper Garden
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Non-financial reporting disclosure

Reporting requirement Key policies include Where information can be found in this report on our impact and risks Page
Environmental matters - Sustainability Policy' - Shaping our thinking 26
- Sustainability Brief for Developments' - Our 2020 sustainability strategy 28
- Greenhouse gas reporting 45
- Managing risk in delivering our strategy 54
- Task force on climate-related financial 62
disclosures
- Sustainability performance measures 195
Employees - Code of Conduct? - Changing how we work to deliver our strategy 30
- Health and Safety Policy? - Managing risk in delivering our strategy 54
Human rights - Code of Conduct? - Managing risk in delivering our strategy 54
- Modern Slavery Act Statement'
Social matters - Sustainability Policy' - Our 2020 sustainability strategy 28
- Code of Conduct? - Managing risk in delivering our strategy 54
- Local Charter!
- Sustainability Brief for Developments'
- Health and Safety Policy?
Anti-bribery and - Anti-Fraud Policy?
corruption - Anti-Bribery and Corruption Policy?
- Whistleblowing'
Business model - Our distinct business model 18
Non-financial KPIs - Delivering on our strategy 20
- Our 2020 sustainability strategy 28

1. Available on britishland.com/policies
2. Employee version available through our internal Employee Handbook. Supplier version available on britishland.com/policies

Supply chain

We ask suppliers to work in a way we believe is best practice to achieve our social, environmental and ethical standards. The effectiveness of
our policies in this area can be seen in our sustainability performance measures on pages 195 to 197. We set out our supplier obligations in
areas such as health and safety, human rights, fair working conditions, anti-bribery and corruption, community engagement, apprenticeships
and environmental management in our Supplier Code of Conduct.

Human rights

Our respect for human rights is embedded in how we do business. We are a signatory to the UN Global Compact which supports a
core set of values, including human rights, and have made appropriate disclosures in respect of the Modern Slavery Act. We are also

a member of APRES, an action programme on responsible and ethical sourcing across the construction industry. For our performance
on aspects including fair wages and diversity, see pages 196 and 197.

Anti-bribery and corruption

We are committed to the highest legal and ethical standards in every aspect of our business. It is our policy to conduct business in a
fair, honest and open way, without the use of bribery or corrupt practices to obtain an unfair advantage. We provide clear guidance for
suppliers and employees, including policies on anti-bribery and corruption, anti-fraud and our code of conduct. All employees receive
training on these issues appropriate to their roles and responsibilities.
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Greenhouse gas reporting

Emissions intensity

Carbon intensity across our portfolio has reduced by 64%

versus our 2009 baseline, achieving our 2020 reduction target
early, through the National Grid decarbonisation and our own
efficiency improvements. We also continue to work towards

100% of electricity from renewable sources as an RE100 partner.
Despite changes to our Retail and Offices portfolios and increased
reporting across our Residential portfolio, 96% of our power was
procured from certified renewable sources.

In 2019, we undertook energy efficiency projects including
optimising building management systems, replacing light fittings
with LEDs and installing lighting sensors. These are expected to
result in annual energy use savings of £1.2m.

Absolute emissions

As shown in the Absolute Scope 1 and 2 emissions table below,
total Scope 1 emissions increased by a net 29% reflecting the
inclusion of gas combustion across our residential portfolio for the
first time. However, our Retail and Offices portfolios reduced
combustion of fuel by 13% this year, largely due to changes in our

Scope 1 and 2 emissions intensity' (Tonnes COe)
Year ended 31 March

portfolio. Scope 2 location based emissions decreased by 26%,
largely due to National Grid decarbonisation and changes in our
portfolio. Scope 2 market based emissions decreased by 22%,
largely due to reduced electricity use and our commitment to
renewables, including the installation of solar PV at Meadowhall.

Absolute emissions Scope 1 and 2:

29,144
2019 o 10,414

34,269
2018 o 8,842

N 1,758
2017 o 14,239

IR 46,637

201G e 44,661

= 50,022

s 50,022

M Location based methodology
[ Market based methodology

2019 2018 2009

Offices: per m? net lettable area
Retail - enclosed: per m?
Retail - open air: per parking space

Total managed portfolio: per £m gross rental and related income?

0.044 0.055 0.118
0.043 0.056 0.174
0.049 0.062 0.106

Absolute Scope 1 and 2 emissions and associated energy use

Year ended 31 March

50.22 58.03 -
Tonnes CO,e MWh
2019 2018 2009 2019 2018

Scope 1 Combustion of fuel:

Managed portfolio gas use and fuel use in British Land owned vehicles 8,833 6,901 5,156 42,946 32,813
Scope 1 Operation of facilities: Managed portfolio refrigerant loss from

air conditioning 123 66 - - -
Scope 2 Purchase of electricity, heat, steam and Location-based 20,188 27301 41186 74,550 80,868
cooling for our own use: Managed portfolio electricity

use for common parts and shared services Market-based 1,457 1,875 - - -
Total Scope 1 and 2 emissions [location-based) and associated

energy use 29,144 34,268 46,342 117,497 113,681
Proportion that is UK-based 100% 100% - 100% 100%
Absolute Scope 3 emissions — managed portfolio (Tonnes CO,e)

Year ended 31 March 2019 2018
Landlord purchased energy: occupier gas and electricity consumption, upstream impacts of all purchased

energy lincluding the fuels of on-site vehicles) 35,999 46,888
Landlord purchased water: upstream impacts 225 219
Waste management: downstream impacts 409 437

1. We have reported on all emission sources required under the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations 2013 and the
Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon Report) Regulations 2018 (‘the 2018 Regulations’). These sources fall
within our consolidated financial statements and relate to head office activities and controlled emissions from our managed portfolio. Scope 1 and 2 emissions
cover 73% of our multi-let managed portfolio by value. We have used purchased energy consumption data, the GHG Protocol Corporate Accounting and
Reporting Standard (revised edition] and emission factors from the UK Government’'s GHG Conversion Factors for Company Reporting 2018

2. Gross Rental Income (GRI) from the managed portfolio comprises Group GRI of £482m (2018: £441m), plus 100% of the GRI generated by joint ventures and
funds of £271m (2018: £358m), less GRI generated assets outside the managed portfolio of £173m (2018: £235m)
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FINANCIAL REVIEW

Financial performance
for the year was robust

Simon Carter, Chief Financial Officer
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Year ended 31 March 2018 2019
Underlying earnings per share' 37.4p 34.9p
Underlying Profit'? £380m £340m
IFRS profit (loss) before tax £50Tm  £(319)m
Dividend per share 30.08p 31.00p
Total accounting return'? +8.9% (3.31%
EPRA net asset value per share'? 967p 905p
IFRS net assets £9,506m £8,689m
LTV145 28.4% 28.1%
Weighted average interest rate® 2.8% 2.9%

1. See Glossary on website for definitions

2. See Table B within supplementary disclosure for reconciliations to
IFRS metrics

3. See Note 2 within financial statements for calculation.

4. See Note 17 within financial statements for calculation and reconciliation to
IFRS metrics

5. On a proportionally consolidated basis including the Group’s share of joint
ventures and funds

Overview

Financial performance for the year has been robust in the context of
significant sales over the last 2 years, an especially challenging retail
environment and an unpredictable UK macroeconomic backdrop.
Underlying earnings per share (EPS) are down 6.7% at 34.9p, while
Underlying Profit is down 10.5% at £340m, primarily reflecting one
off surrender premia of £20m received in the prior year.

Setting aside the one-off surrender premia, Underlying EPS is
marginally down 1% with strong like-for-like rental growth in Offices
and the benefits of share buyback mostly offsetting the impact of
sales and CVAs and administrations amongst retailers. Net sales
activity to date is expected to reduce EPS next year by 2.4p with
proceeds to be deployed into our development programme.

The existing committed programme is expected to deliver 4.5p

EPS accretion once fully let and is already 76% pre-let or under
offer — equivalent to £48m pa of future rental income secured.

Valuations have reduced by 4.8% on a proportionally consolidated
basis although this was partially offset by the impact of the £200m
shares bought back in the period resulting in an overall EPRA net
asset value (NAV) per share decline of 6.4%.

Since April 2018, we have completed £2.1bn of gross capital
activity. This includes £1.1bn sales of income producing assets,
primarily our 50% interest in 5 Broadgate for £0.5bn, which sold
at book value, representing a net initial yield of 4%. In addition, we
made Retail sales totalling £0.6bn, 2% ahead of book value, at an
average yield of 5.7%. We exchanged or completed on £359m of
residential sales, £253m which exchanged prior to this financial
year and £18m exchanged post year end.

We remain thoughtful about the use of proceeds from disposals.

As well as continuing to invest into our development pipeline, we
extended the share buyback programme by £200m following the
sale of b Broadgate, which was completed in the year, at an average
price of 594p per share adding 10p to NAV. Given the current share
price discount, we continue to believe that reinvesting in our portfolio
through our own shares represents an effective use of capital so,
following further recent retail sales, we are extending the buyback
by up to a further £125m.

Our financial position remains strong. LTV has decreased by

a further 30bps during the period to 28.1% despite the valuation
fall. The reduction was driven by net sales reducing LTV by 330bps,
partially offset by the share buyback and investment into the
development programme. Our weighted average interest rate
remains low at 2.9%. We have been active in debt markets, with
£1.4bn of new financing arranged.

Presentation of financial information

The Group financial statements are prepared under IFRS where
the Group’s interests in joint ventures and funds are shown as a
single line item on the income statement and balance sheet and
all subsidiaries are consolidated at 100%.

Management considers the business principally on a
proportionally consolidated basis when setting the strategy,
determining annual priorities, making investment and financing
decisions and reviewing performance. This includes the Group’s
share of joint ventures and funds on a line-by-line basis and
excludes non-controlling interests in the Group's subsidiaries.
The financial key performance indicators are also presented on
this basis.

A summary income statement and summary balance sheet which
reconcile the Group income statement to British Land’s interests
on a proportionally consolidated basis are included in Table A
within the supplementary disclosures.

Management monitors Underlying Profit as this more accurately
reflects the underlying recurring performance of our core property
rental activity, as opposed to IFRS metrics which include the
non-cash valuation movement on the property portfolio. It is based
on the Best Practices Recommendations of the European Public
Real Estate Association (EPRA] which are widely used alternate
metrics to their IFRS equivalents.

Management also monitors EPRA NAV as this provides a
transparent and consistent basis to enable comparison between
European property companies. Linked to this, the use of Total
Accounting Return allows management to monitor return to
shareholders based on movements in a consistently applied
metric, being EPRA NAV, and dividends paid.

Loan to value (proportionally consolidated) is also monitored

by management as a key measure of the level of debt employed
by the Group to meet its strategic objectives, along with a
measurement of risk. It also allows comparison to other property
companies who similarly monitor and report this measure.
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FINANCIAL REVIEW CONTINUED

Income statement
1. Underlying Profit

Underlying Profit is the measure that is used internally to assess
income performance. This is presented below on a proportionally
consolidated basis. No company adjustments have been made in
the current or prior period and therefore this is the same as the
pre-tax EPRA earnings measure which includes a number of
adjustments to the IFRS reported profit or loss before tax.

2018 2019
Section £m £m
Gross rental income 613 576
Property operating expenses (37) (44)
Net rental income 1.2 576 532
Net fees and other income 15 10
Administrative expenses 13 (83) (81)
Net financing costs 1.4 (128) (121)
Underlying Profit 380 340
Non-controlling interests in
Underlying Profit 14 12
EPRA adjustments' 107 (671)
IFRS profit/(loss) before tax 2 501 (319)
Underlying EPS 1.1 37.4p 34.9p
IFRS basic EPS 2 48.7p (30.0)p
Dividend per share 3 30.08p 31.00p

1. EPRA adjustments consist of investment and development property
revaluations, gains/losses on investment and trading property disposals,
changes in the fair value of financial instruments and associated close out
costs. These items are presented in the ‘capital and other” column of the
consolidated income statement

1.1 Underlying EPS

Underlying EPS is 34.9p, a decline of 6.7% on the prior year.

This reflects Underlying Profit decline of 10.5%, partially offset by
the impact of share buyback completed in the year which added
1.2p in the period.

1.2 Net rental income
576

(20) 15 532
(21) (14 @

2018 Surrender Net CVAs & Like-for-like Develop- 2019
premia divestment adminis- rental ments
trations growth

The £44m decrease in net rental income is primarily a result of the
one-off surrender premia received in the prior year and the impact
of net divestment over the last two years. The impact of CVAs and

administrations has been more than offset by like-for-like growth.
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Net sales of income producing assets over the last two years was
over £2bn. This has reduced net rents by £21m in the year, including
£14m from the sale of 5 Broadgate in June 2018, and £3m from

the sale of The Leadenhall Building in May 2017. As well as funding
the £500m of share buybacks we have completed over the last

18 months, proceeds from these sales are being reinvested in the
development pipeline, which is expected to deliver £63m in rents

in future years and is already 76% pre-let or under offer (£48m).

Occupier CVAs and administrations in the Retail portfolio have
reduced net rents by £14m in the year. Excluding this impact,
like-for-like rental growth across the portfolio is 2.4%, or £15m. This
has been driven by 4.9% growth within Offices, resulting from strong
leasing activity across our campuses, particularly at 4 Kingdom
Street. Retail like-for-like growth is up marginally at 0.8%.

1.3 Administrative expenses

Administrative expenses have marginally decreased this year as

a result of lower variable pay. The Group's operating cost ratio has
increased by 180 bps to 18.7% (2017/18: 16.9%) as a result of lower
rental income following sales activity.

1.4 Net financing costs

(128) 5 12
(121)
(4)
) (4)

2018 Financing  Financing Net Develop- Share 2019
activity - activity-  divestment  ments buyback
our impact of
actions market rates

Financing activity undertaken over the last two years has reduced
costs by £5m in the year, more than offsetting the impact of
increases in market interest rates. Financing activity includes

the amendment and extension of our largest syndicated RCF at
£735m, with 12 banks, at an initial margin of 90 bps and maturity
of five years, as well as the repayment of £223m (£111m our share)
of secured Broadgate bonds. This released 1-2 Broadgate and

2-3 Finsbury Avenue from the securitisation, providing greater
flexibility and optionality over these buildings as we continue to
progress our vision for Broadgate.

The reduction in finance costs as a result of proceeds from net
divestment has been partially offset by development spend and
share buybacks.

We have a risk managed approach to interest rates on debt.
At 31 March 2019, on a spot basis, the interest rate on 87% of
our debt is hedged. On average, we are 63% hedged over the
next five years, based on current commitments.



2. IFRS profit or loss before tax

The main difference between IFRS profit or loss before tax and
Underlying Profit is that IFRS includes the valuation movement
on investment and development properties, fair value movements
on financial instruments and capital financing costs. In addition,
the Group’s investments in joint ventures and funds are equity
accounted in the IFRS income statement but are included on

a proportionally consolidated basis within Underlying Profit.

The IFRS loss before tax for the year was £319m, compared with
a profit before tax for the prior period of £501m. This reflects the
change in valuation movement on the Group's properties which
was £834m less than the prior period, and the capital and other
income result from joint ventures and funds being £115m less
than the prior period, both driven principally by outward yield shift
of 37 bps and ERV decline in the Retail portfolio. In addition, the
result on disposal of investment properties and investments was
£36m lower than the prior period. These items were partially offset
by £78m of additional trading property sale profits, as a result of
the completion of a number of Clarges units in the period, along
with a £117m decrease in capital financing charges.

IFRS basic EPS was (30.0)p per share, compared to 48.7p per
share in the prior year, driven principally by the decline in property
valuations. The basic weighted average number of shares in issue
during the period was 971m (2017/18: 1,013m].

3. Dividends

As previously announced, we have increased the dividend by 3.0%
for the year to 31 March 2019 bringing the full year dividend to

31 March 2019 to 31.0p. The dividend pay-out ratio is 89% for the
period (2017/18: 80%). British Land will recommend to shareholders

a final dividend payment for the year ended 31 March 2019 of 7.75p.

Subject to approval by shareholders, payment will be made on

2 August 2019 to shareholders on the register at close of business
on 28 June 2019. The final dividend will consist of two components:
a Property Income Distribution of 3.875 pence and a Non-Property
Income Distribution of 3.875 pence. No SCRIP alternative will

be offered.

Balance sheet

2018 2019
Section £m £m
Properties at valuation 13,716 12,316
Other non-current assets 185 151
13,901 12,467
Other net current liabilities (368) (297)
Adjusted net debt 6 (3,973) (3,521
Other non-current liabilities - -
EPRA net assets 9,560 8,649
EPRA NAV per share 4 967p 905p
Non-controlling interests 254 211
Other EPRA adjustments' (308) (172)
IFRS net assets 5 9,506 8,689

Proportionally consolidated basis

1. EPRA net assets exclude the mark-to-market on derivatives and related
debt adjustments, the mark-to-market on the convertible bonds as well as
deferred taxation on property and derivative revaluations. They include the
trading properties at valuation (rather than lower of cost and net realisable value)
and are adjusted for the dilutive impact of share options. No dilution adjustment is
made for the £350m zero coupon convertible bond maturing in 2020. Details of the
EPRA adjustments are included in Table B within the supplementary disclosures

4. EPRA net asset value per share

967
35

(68) (30) (7) 2

2018  Valuation Under- Dividends Financing Share Other 2019
perfor- lying activity  buyback
mance profit

The 6.4% decrease in EPRA NAV per share reflects a valuation
decrease of 4.8% across the portfolio. Valuation gains in the Office
portfolio of 1.1% have been more than offset by an 11.1% fall in
Retail values as a result of weakening investment sentiment and
a challenging occupational market.

Office valuations were up 1.1% driven by strong leasing at our
developments which were up 10.8%, including 135 Bishopsgate
where values are up 33%, with ERV growth of 1.4% across the
standing investments and relatively stable yields. This reflects
specific asset lettings we've completed and the resulting
washover effect.

Valuations in Retail are down 11.1%, with outward yield shift of

37 bps and ERV decline of 3.8%, reflecting the impact of CVAs and
administrations on both the investment and occupational markets,
particularly at our smaller retail assets outside the South-East and
department stores. However, the performance within the portfolio
has been varied, and we continue to see ERV growth at high
quality, well positioned assets with good supply/demand tension.
Investment demand remains for long term, secure income assets.

While financing activity has decreased NAV by 7p, it will deliver
cost savings and the overall impact is NPV neutral. It includes the
repayment of higher coupon debt including a portion of secured
Broadgate bonds and termination of the associated interest rate
swaps. Completion of the £200m share buyback programme
during the year has contributed 10p to EPRA NAV.

5. IFRS net assets

IFRS net assets at 31 March 2019 were £8,689m, a decrease of
£817m from 31 March 2018. This was primarily due to IFRS loss
before tax of £319m, along with £298m of dividends paid and
£204m of share purchases under the share buyback programme.
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FINANCIAL REVIEW CONTINUED

“ash flow, net debt and financing
6. Adjusted net debt'
(3,973) 935

613 (3,521)

(267) (204) (v4)

(233) (298)

2018 Disposals Acqui- Develop- Netcash Divid-  Share  Other 2019
sitions  ment&  from ends  buyback
capex  opera-
tions

1. Adjusted net debt is a proportionally consolidated measure. It represents
the Group net debt as disclosed in Note 17 to the financial statements
and the Group's share of joint venture and funds’ net debt excluding the
mark-to-market on derivatives, related debt adjustments and non-controlling
interests. A reconciliation between the Group net debt and adjusted net debt
is included in Table A within the supplementary disclosures

Net sales reduced debt by £970m in the year. Completed sales
included 5 Broadgate for £500m (BL share) and, in line with our
strategy of focusing on multi-let assets, 57 standalone assets totalling
£367m (BL share) and three retail parks [Cheltenham Gallagher,
Leeds Westside and Bath Weston Lock). We have completed
purchases of £233m including Royal Victoria Place in Tunbridge Wells.

We spent £223m on developments and a further £44m on capital
expenditure related to asset management on the standing portfolio.
The value of recently completed and committed developments is
£867m, with £263m costs to come. Speculative development exposure
is 2.3% of the portfolio. There are 866,000 sq ft of developments in our
near term pipeline with anticipated cost of £404m.

7. Financing
Group Proportionally consolidated

2018 2019 2018 2019
Net debt / adjusted
net debt’ £3,046m £2,765m £3,973m £3,521m
Principal amount of
gross debt £3,007m £2,881Tm £4,265m £3,895m
Loan to value 22.1% 22.2% 28.4% 28.1%
Weighted average
interest rate 2.0% 2.2% 2.8% 2.9%
Interest cover 53 4.9 4.0 3.8

Weighted average
maturity of drawn debt 8.1years 7.3years 8.6years 8.1years

1. Group data as presented in note 17 of the financial statements. The
proportionally consolidated figures include the Group's share of joint
venture and funds’ net debt and exclude the mark-to-market on
derivatives and related debt adjustments and non-controlling interests
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Over the year, we completed £1.6bn of financing activity, including
£1.4bn of new financing arranged.

This includes the amendment and extension of our largest
syndicated RCF at £735m, with 12 banks, at an initial margin of

90 bps and maturity of five years. We also arranged new bi-lateral
RCFs totalling £140m for 5 years. Each of these facilities may be
extended by a further two years at our request and on the relevant
bank’s approval.

We issued £231m new US Private Placement notes to four
investors for 7-10 years (average of 8.2 years), at blended pricing
of 3 month Libor +124bps.

We are pleased with this ongoing support from all the lenders,
which provides liquidity and flexible finance from diverse sources.

We also repaid £223m (£111m our share] of secured Broadgate
bonds, releasing 1-2 Broadgate and 2-3 Finsbury Avenue from the
securitisation, providing greater flexibility and optionality over these
buildings as we continue to progress our vision for Broadgate.

At 31 March 2019, our proportionally consolidated LTV was 28.1%,
down 30 bps from 28.4% at 31 March 2018 due to net disposals,
offset by share buybacks, development spend and the valuation
decline. This positions us well to enable investment into our
development pipeline. Note 17 of the financial statements sets out
the calculation of the Group and proportionally consolidated LTV.

Our liability and debt management activity has enabled us to keep
our weighted average interest rate low at 2.9%, despite the impact
of net divestment and increase in market rates. Our interest cover
has reduced to 3.8 times as a result of proportionately lower
Underlying Profits.

Our weighted average debt maturity is largely unchanged at
8.1 years.

At 31 March 2019, British Land had £1.8bn of committed unsecured
revolving bank facilities, £1.5bn undrawn. Based on our current
commitments, these facilities and debt maturities, we have no
requirement to refinance until late 2022.

The current uncertain environment reinforces the importance
of a strong balance sheet and we have capacity to progress
opportunities when the time is right.

Lrip

Simon Carter
Chief Financial Officer



FINANCIAL POLICIES AND PRINCIPLES

Financiual strength and
balanced approach

To deliver our property strategy, we focus on having an appropriate

balance of debt and equity funding.

Leverage

We manage our use of debt and equity finance to balance the
benefits of leverage against the risks, including magnification

of property returns. A loan to value ratio ('LTV') measures our
leverage, primarily on a proportionally consolidated basis
including our share of joint ventures and funds and excluding
non-controlling interests. At 31 March 2019, our proportionally
consolidated LTV was 28.1% and the Group measure was 22.2%.
Our LTV is monitored in the context of wider decisions made by
the business. We manage our LTV through the property cycle
such that our financial position would remain robust in the event
of a significant fall in property values. This means we do not
adjust our approach to leverage based only on changes in
property market yields. Consequently, our LTV may be higher

in the low point in the cycle and will trend downwards as market
yields tighten.

Debt finance

The scale of our business combined with the quality of our assets
and rental income means that we are able to approach a diverse
range of debt providers to arrange finance on attractive terms.
Good access to the capital and debt markets is a competitive
advantage, allowing us to take advantage of opportunities

when they arise. The Group’s approach to debt financing for
British Land is to raise funds predominantly on an unsecured
basis with our standard financial covenants (set out on page 53).
This provides flexibility and low operational cost. Our joint ventures
and funds which choose to have external debt are each financed
in ‘ring-fenced’ structures without recourse to British Land for
repayment and are secured on their relevant assets. Presented
on the following page are the five guiding principles that govern
the way we structure and manage debt.

Monitoring and controlling our debt

We monitor our debt requirement by focusing principally on
current and projected borrowing levels, available facilities,

debt maturity and interest rate exposure. We undertake
sensitivity analysis to assess the impact of proposed transactions,
movements in interest rates and changes in property values

on key balance sheet, liquidity and profitability ratios. We also
consider the risks of a reduction in the availability of finance,
including a temporary disruption of the debt markets. Based on
our current commitments and available facilities, the Group has
no requirement to refinance until late 2022. British Land’s
committed bank facilities total £1.8bn, of which £1.5bn was
undrawn at 31 March 2019.

Managing interest rate exposure

We manage our interest rate profile separately from our debt,
considering the sensitivity of underlying earnings to movements

in market rates of interest over a five-year period. The Board sets
appropriate ranges of hedged debt over that period and the longer
term. Our debt finance is raised at both fixed and variable rates.
Derivatives (primarily interest rate swaps and caps) are used to
achieve the desired interest rate profile across proportionally
consolidated net debt. At 31 March we had interest rate hedging
on 87% of our debt [spot], and on 63% of our projected debt on
average over the next five years, with a decreasing profile over
that period. Accordingly we have a higher degree of certainty on
interest costs in the short term and achieve market rate finance in
the medium to longer term. The use of derivatives is managed by
a Derivatives Committee. The interest rate management of joint
ventures and funds is considered separately by each entity’s board,
taking into account appropriate factors for its business.

Counterparties

We monitor the credit standing of our counterparties to minimise
risk exposure in placing cash deposits and arranging derivatives.
Regular reviews are made of the external credit ratings of the
counterparties.

Foreign currency

Our policy is to have no material unhedged net assets or liabilities
denominated in foreign currencies. When attractive terms are
available, the Group may choose to borrow in currencies other
than Sterling, and will fully hedge the foreign currency exposure.
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FINANCIAL POLICIES AND PRINCIPLES CONTINUED

Our five guiding principles

1

Diversify our sources of finance

We monitor finance markets and seek to access different sources of finance when the relevant market conditions are
favourable to meet the needs of our business and, where appropriate, those of our joint ventures and funds. The scale and
quality of our business enables us to access a broad range of unsecured and secured, recourse and non-recourse debt. We
develop and maintain long term relationships with banks and debt investors. We aim to avoid reliance on particular sources of
funds and borrow from a large number of lenders from different sectors in the market across a range of geographical areas,
with over 25 debt providers in bank facilities and private placements alone. We work to ensure that debt providers understand
our business, adopting a transparent approach to provide sufficient disclosures to enable them to evaluate their exposure
within the overall context of the Group. These factors increase our attractiveness to debt providers, and in the last five years
we have arranged £4.7bn (British Land share £4.2bn) of new finance in unsecured and secured bank loan facilities, Sterling
bonds, US Private Placements and convertible bonds. In addition we have existing long dated debentures and securitisation
bonds. A European Medium Term Note programme is maintained to enable us to access Sterling/Euro unsecured bond
markets when it is appropriate for our business.

£3.9bn

total drawn debt (proportionally consolidated)

Phase maturity of debt portfolio

The maturity profile of our debt is managed with a spread of repayment dates, currently between one and 19 years, reducing
our refinancing risk in respect of timing and market conditions. As a result of our financing activity, we are ahead of our
preferred refinancing date horizon of not less than two years. In accordance with our usual practice, we expect to refinance
facilities ahead of their maturities.

8.1 years

average drawn debt maturity (proportionally consolidated)

Maintain liquidity

In addition to our drawn debt, we aim always to have a good level of undrawn, committed, unsecured revolving bank facilities.
These facilities provide financial liquidity, reduce the need to hold resources in cash and deposits, and minimise costs arising
from the difference between borrowing and deposit rates, while reducing credit exposure.

We arrange these revolving credit facilities in excess of our committed and expected requirements to ensure we have
adequate financing availability to support business requirements and new opportunities.

£1.5bn

undrawn revolving credit facilities

Maintain flexibility

Our facilities are structured to provide valuable flexibility for investment activity execution, whether sales, purchases,
developments or asset management initiatives. Our unsecured revolving credit facilities provide full operational flexibility
of drawing and repayment (and cancellation if we require) at short notice without additional cost. These are arranged with
standard terms and financial covenants and generally have maturities of five years. Alongside this, our secured term debt
in debentures has good asset security substitution rights, where we have the ability to move assets in and out of the
security pool.

£1.8bn

total revolving credit facilities

52

Maintain strong metrics

We use both debt and equity financing. We manage LTV through the property cycle such that our financial position would
remain robust in the event of a significant fall in property values and we do not adjust our approach to leverage based on
changes in property market yields. We manage our interest rate profile separately from our debt, setting appropriate ranges
of hedged debt over a five-year period and the longer term.

We maintained our strong senior unsecured credit rating (‘A’] and long term IDR credit rating (‘A-).

28.1% A 3.8x

LTV (proportionally consolidated) senior unsecured credit rating interest cover (proportionally
consolidated)
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Group borrowings

Unsecured financing for the Group includes bilateral and
syndicated revolving bank facilities (with initial terms usually
of five years, often extendable]; US Private Placements with
maturities up to 2028; the Sterling unsecured bond maturing
in 2029; and the convertible bond maturing in 2020.

Secured debt for the Group (excluding debt in Hercules Unit Trust
which is covered under ‘Borrowings in our joint ventures and
funds’) is provided by debentures with maturities up to 2035.

Unsecured Borrowings and covenants

There are two financial covenants which apply across all of the
Group’s unsecured debt. These covenants, which have been
consistently agreed with all unsecured lenders since 2003, are:

- Net Borrowings not to exceed 175% of Adjusted Capital
and Reserves

- Net Unsecured Borrowings not to exceed 70% of
Unencumbered Assets

There are no income or interest cover covenants on any of the
unsecured debt of the Group.

The Unencumbered Assets of the Group, not subject to any
security, stood at £6.9 billion as at 31 March 2019.

Although secured assets are excluded from Unencumbered Assets
for the covenant calculations, unsecured lenders benefit from the
surplus value of these assets above the related debt and the free
cash flow from them. During the year ended 31 March 2019, these
assets generated £16 million of surplus cash after payment of
interest. In addition, while investments in joint ventures do not
form part of Unencumbered Assets, our share of free cash flows
generated by these ventures is regularly passed up to the Group.

Unsecured financial covenants

2015 2016 2017 2018 2019
At 31 March % % % % %

Net borrowings to
adjusted capital
and reserves 38 34 29 29 29

Net unsecured

borrowings to

unencumbered

assets 28 29 26 23 21

Secured borrowings

Secured debt with recourse to British Land is provided by
debentures with long maturities and limited amortisation.

These are secured against a combined pool of assets with
common covenants; the value of the assets is required to cover
the amount of the debentures by a minimum of 1.5 times and net
rental income must cover the interest at least once. We use our
rights under the debentures to actively manage the assets in the
security pool, in line with these cover ratios. We continue to focus
on unsecured finance at a Group level.

Borrowings in our joint ventures and funds

External debt for our joint ventures and funds has been arranged
through long dated securitisations or secured bank debt, according
to the requirements of the business of each venture.

Hercules Unit Trust has term loan facilities maturing in 2020 and
2022 arranged for its business and secured on property portfolios,
without recourse to British Land. These loans include LTV ratio
(with maximum levels of 65%) and income based covenants.

The securitisations of Broadgate (£1,300m), Meadowhall

(£613m) and the Sainsbury’s Superstores portfolio (£196m),

have weighted average maturities of 11.0 years, 8.6 years and

5.0 years respectively. The key financial covenant applicable

is to meet interest and scheduled amortisation (equivalent to

1 times cover); there are no LTV covenants. These securitisations
have quarterly amortisation with the balance outstanding
reducing to approximately 15% to 30% of the original amount
raised by expected final maturity, thus mitigating refinancing risk.

There is no obligation on British Land to remedy any breach
of these covenants in the debt arrangement of joint ventures
and funds.
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MANAGING RISK IN DELIVERING OUR STRATEGY

Effective risk management
ts integral to our objective of
delwering sustainable long

term value

British Land core strengths

- Increasing focus on mixed use places as we evolve our
business to reflect the changing way people use space

- High quality commercial portfolio focused on London
campuses and multi-let retail centres around the UK
and building a Residential business

- Long term strategy positioning the business to benefit
from long term trends

- Customer focused approach to respond to changing lifestyles
- Diverse and high quality occupier base

- High occupancy

- Well balanced and risk managed development pipeline

- Execution of asset management and development activity
- Ability to source and execute attractive investment deals

- Efficient capital structure with good access to capital and
debt markets

- Strong sustainability performance

Our risk management framework

For British Land, effective risk management is a cornerstone

of our strategy and integral to the achievement of our objective

of delivering sustainable long term value. We maintain a
comprehensive risk management process which serves to identify,
assess and respond to the range of financial and non-financial
risks facing our business, including those risks that could threaten
solvency and liquidity, as well as to identify emerging risks.

Our approach is not intended to eliminate risk entirely, but instead
to manage our risk exposures across the business, whilst at the
same time making the most of our opportunities.

Our integrated approach combines a top down strategic view with
a complementary bottom up operational process outlined in the
diagram on the right.

The Board has overall responsibility for risk management

with a particular focus on determining the nature and extent of
exposure to the principal risks the business is willing to take in
achieving its strategic objectives. The amount of risk is assessed in
the context of the core strengths of our business (as summarised
above) and the external environment in which we operate - this is
our risk appetite. It is integral both to our consideration of strategy
and to our medium term planning process.
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The Audit Committee takes responsibility for overseeing the
effectiveness of risk management and internal control systems
on behalf of the Board, and advises the Board on the principal
risks facing the business including those that would threaten
its solvency or liquidity.

The Executive Directors are responsible for delivering the
Company’s strategy, as set by the Board, and managing risk.
Our risk management framework categorises our risks into
external, strategic and operational risks. The Risk Committee
(comprising the Executive Committee and senior management
across the business and chaired by the Chief Financial Officer] is
responsible for managing the principal risks in each category in
order to achieve our performance goals.

Whilst ultimate responsibility for oversight of risk management
rests with the Board, the effective day-to-day management of risk
is embedded within our operational business units and forms an
integral part of how we work. This bottom up approach allows
potential risks to be identified at an early stage and escalated

as appropriate, with mitigations put in place to manage such
risks. Each business unit maintains a comprehensive risk
register. Changes to the register are reviewed quarterly by the
Risk Committee, with significant and emerging risks escalated

to the Audit Committee.

To read more about the Board and Audit Committee’s risk
oversight, see pages 77, 78 and 84.

Top down Bottom up
Strategic risk Operational risk
management management

BOARD / AUDIT COMMITTEE
Review external environment /\

Assess effectiveness of risk
management systems

Robust assessment of principal risks

Set risk appetite and parameters -
- Report on principal risks

Determine strategic action points and uncertainties

et

RISK COMMITTEE/ EXECUTIVE DIRECTORS
Identify principal risks /\

Consider completeness
of identified risks and adequacy of
mitigating actions

Direct delivery of strategic actions in
line with risk appetite

Monitor key ﬁsk indicators =
Consider aggregation

\/ of risk exposures across the business
BUSINESS UNITS

Execute strategic actions Report current agd emerging risks
Identify, evaluate and mitigate
operational risks recorded in risk
register

Report on key risk indicators

e



Our risk appetite

Principal Change in risk
internal risks Key risk indicators (including current thresholds) appetite in the year
Investment - Execution of targeted acquisitions and disposals in line with capital allocation plan (overseen by VAN
strategy Investment Committee)
- Annual IRR process which forecasts prospective returns of each asset
- Percentage of portfolio in non-core sectors
Development - Total development exposure <15% of investment portfolio by value VAN
strategy - Speculative development exposure <8% of investment portfolio by value
- Progress on execution of key development projects against plan
Capital - Manage our leverage such that LTV should not exceed a maximum level if market yields were to rise VAN
structure to previous peaks
- Financial covenant headroom
Finance - Period until refinancing is required of not less than two years VAN
strategy - Percentage of debt with interest rate hedging (spot and over next five years)
People - Unplanned executive departures PN
- Employee engagement
Income - Market letting risk including vacancies, upcoming expiries, and breaks and speculative development T

sustainability _ weighted average unexpired lease term

- Concentration of exposure to individual customers or sectors

Key
Change in risk appetite from last year
ﬂ\ Increase <> No change

Our risk appetite is reviewed annually as part of the strategy review
process and approved by the Board. This evaluation guides the
actions we take in executing our strategy. We have identified a
suite of Key Risk Indicators (KRIs) and defined specific tolerances
for each (summarised above). These are reviewed quarterly by
the Risk Committee, to ensure that the activities of the business
remain within our risk appetite and that our risk exposure is

well matched to changes in our business and our markets.
These include the most significant judgements affecting our

risk exposure, including our investment and development
strategy; the level of occupational and development exposure;
and our financial leverage.

Whilst our appetite for risk will vary over time and during the
course of the property cycle, in general we maintain a balanced
approach to risk. The Board considers our overall risk appetite in
the year is broadly unchanged from last year. Having over the last
few years lowered our financial risk we are now prepared to accept
an increase in our risk relating to the more operational nature of
property, reflecting market trends and our strategy as we build an
increasingly mixed use business.

Given the backdrop of economic and political challenges, we
have actively managed our incremental risk exposure by:

- maintaining a limited exposure to speculative development
coupled with our successful pre-letting strategy

- continuing to take a thoughtful approach to capital allocation,
demonstrated by selling £1.5bn of mature and off-strategy
assets, reinvesting partly in our share buyback programme,
selective acquisitions and profitable development, whilst
reducing our LTV further to 28.1%, despite valuation falls

- maintaining substantial financial headroom with £1.8bn of
committed unsecured revolving bank facilities, of which £1.5bn
is undrawn. Based on our current commitments, these facilities
and debt maturities, we have no requirement to refinance
until late 2022.
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MANAGING RISK IN DELIVERING OUR STRATEGY CONTINUED

Our risk focus

The general risk environment in which the Group operates has
heightened over the course of the year, which is largely due to the
continued level of uncertainty associated with the future impact
of the UK's exit from the EU, the significant deterioration in the
UK retail market and weaker investment markets.

Inevitably the risk of a disruptive or 'no deal’ Brexit has loomed
large and remains an actively managed risk, supported by a
dedicated risk checklist. While it is not possible to predict fully
the impact Brexit will have on our business and our markets,

the Board is continuing to monitor external events and is taking
appropriate action to prepare for short term risks to ensure our
business is both resilient and responsive in the short term, and
well positioned for the long term. Our primary areas of focus have
been to mitigate risks, where practical, in our construction supply
chain, in our operational day-to-day property management and
our crisis management plans; and we remain alert to potential
uncertainties caused by Brexit which could adversely impact
investment, capital, financial, occupier and labour markets.

During the year, the Risk Committee has focused on some
key operational risk areas across the business including:

- ongoing GDPR programme to manage personal
data appropriately

- retailer tenant risk and managing our exposure to customers
or sectors in a more challenging market backdrop

- enhancing our crisis management strategy including
a simulation exercise undertaken by senior management

- health, safety and environmental risk management.
Our Health and Safety management system was re-certified
under BS OHSAS 18001

- detailed review of the covenant strength of current and potential
construction contractors to mitigate our future exposure

- climate change including establishing a Steering Committee
to progress towards TCFD alignment

- payment operations and key financial controls

- procurement policy and new supplier onboarding process.
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Our principal risks and assessment

Our risk management framework is structured around the
principal risks facing British Land. The Board confirms that a
robust assessment of the principal risks facing the Company,
including those that would threaten its business model, future
performance, solvency or liquidity, was carried out during the year.

Whilst we consider there has been no material change to the
nature of the Group’s principal risks, not surprisingly, several
risks are elevated as a result of the challenging external
environment, with the increased level of political uncertainty
associated with the UK's departure from the EU, alongside the
continued challenging trading conditions in retail (as shown

by the risk heat map opposite).

The risks considered to be elevated since the year end due to
continuing Brexit uncertainty are both the economic and political
and regulatory outlook. In addition, we consider the principal risks
of occupier demand and investor demand to be elevated since the
year end due to the continued challenging trading conditions in
retail with several recent high profile CVAs and administrations.
This could impact our ability to execute our investment strategy
and present an increased risk to income sustainability.

The principal risks are summarised opposite (and detailed on
pages 58 to 61), including an assessment of the potential impact
and likelihood and how the risks have changed in the year,
together with how they relate to our strategic priorities.



Our risk assessment

Related
strategic priority

(F)’Stl{z(c)iland regulatory

Principal risk Change

External risks
n Economic outlook

n Commercial property
investor demand

Occupier demand
and tenant default

Availability and cost
of finance

Catastrophic
business event

Internal risks - strategic

q\
q\
q\
q\
<&
<&

Investment strategy ﬂ\
n Development strategy &
n Capital structure &
Finance strategy <
Internal risks — operational

People Sy <&

i)

Income sustainability

Other Group risks

In addition to our principal risks, there are also a number of
other risks that are largely operational in nature and are
managed centrally with appropriate processes and mitigation
plans in place.

Likelihood

Risk heat map

Impact

Note: The above illustrates principal risks which by their nature are those which

have the potential to significantly impact the Group's strategic objectives, financial

position or reputation. The heat map highlights net risk, after taking account of
principal mitigations.

Key

Strategic priorities Change year on year
Customer Orientation <> No change

Right Places ﬂ\ Increase
Capital Efficiency \L Decrease

Expert People

These risks comprise:

- Operating model including reliance on third parties
- Culture

- Information systems and cyber security

- Effective control environment

- Fraud and corruption

- Compliance and legal framework

- Supply chain management
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PRINCIPAL RISKS

External risks

Risks and impacts

How we monitor and manage the risk

Change in risk assessment in year

Economic outlook

The UK economic climate and future
movements in interest rates present risks
and opportunities in property and financing
markets and the businesses of our customers
which can impact both the delivery of our
strategy and our financial performance.

The Risk Committee reviews the economic
environment in which we operate quarterly to assess
whether any changes to the economic outlook justify
a re-assessment of the risk appetite of the business.
Key indicators including forecast GDP growth,
employment rates, business and consumer
confidence, interest rates and inflation/deflation are
considered, as well as central bank guidance and
government policy updates.

We stress test our business plan against a downturn
in economic outlook to ensure our financial position is
sufficiently flexible and resilient.

Our resilient business model focuses on a high
quality portfolio and secure income streams and
robust finances.

q\

The UK economic position has weakened
during the year, largely due to the uncertainty
associated with Brexit together with the weaker
global economy.

Inflation and interest rates remain relatively
stable. However, markets remain sensitive

to external shocks, particularly associated

with Brexit.

Against this employment is at its highest

level since 1975 and real wage growth

has strengthened.

We are mindful of the ongoing political and
economic uncertainties, but our focus remains
on controlling what we can within our business.
Looking ahead our business is well positioned,
financially strong and we have a clear

long term strategy.

Political and regulatory outlook

Significant political events and regulatory
changes, including the decision to leave the
EU, bring risks principally in three areas:

- reluctance of investors and businesses
to make investment and occupational
decisions whilst the outcome
remains uncertain

- on determination of the outcome, the
impact on the case for investment in the
UK, and on specific policies and regulation
introduced, particularly those which directly
impact real estate or our customers

- the potential for a change of leadership,
political direction, or an early
general election.

Whilst we are not able to influence the outcome of
significant political events, we do take the uncertainty
related to such events and the range of possible
outcomes into account when making strategic
investment and financing decisions.

Internally we review and monitor proposals and
emerging policy and legislation to ensure that we
take the necessary steps to ensure compliance if
applicable. Additionally, we engage public affairs
consultants to ensure that we are properly briefed
on the potential policy and regulatory implications
of political events. We also monitor public trust

in business.

Where appropriate, we act with other industry
participants and representative bodies to contribute to
policy and regulatory debate. We monitor and respond
to social and political reputational challenges relevant
to the industry and apply our own evidence-based
research to engage in thought leadership discussions,
such as with Design for Life.

The political environment remains unstable and
the risk of a disruptive or 'no deal” Brexit has
loomed large, alongside the possibility of a
general election. This heightens both the
economic and political risk outlook.
Furthermore the global geopolitical and

trade environments remain uncertain.

Whilst it is not possible to predict fully the
impact Brexit will have on our business and our
markets, we have prepared a Brexit checklist
to identify and manage the key risks to different
areas of our business and have considered
various Brexit scenarios as part of our five-year
forecasts.

Commercial property investor demand

Reduction in investor demand for UK real
estate may result in falls in asset valuations
and could arise from variations in:

- the health of the UK economy
- the attractiveness of investment in the UK
- availability of finance

- relative attractiveness of other asset classes.

The Risk Committee reviews the property market
quarterly to assess whether any changes to the
market outlook present risks and opportunities which
should be reflected in the execution of our strategy
and our capital allocation plan. The Committee
considers indicators such as margin between
property yields and borrowing costs and property
capital growth forecasts, which are considered
alongside the Committee members’ knowledge

and experience of market activity and trends.

We focus on prime assets and sectors which we
believe will be less susceptible over the medium term
to a reduction in occupier and investor demand.
Strong relationships with agents and direct investors
active in the market.

We stress test our business plan for the effect of a
change in property yields.

Investment markets have slowed more recently
with fewer transactions, particularly in retail,
reflecting macro-economic uncertainty and
challenges in the retail occupational market.
The London office investment market has
remained robust, continuing to benefit from
demand from overseas investors.

The theme of polarisation has continued with
activity focused on high quality, well-let assets
with strong occupational characteristics or
alternative use potential.

London office yields have remained broadly
stable throughout the year, however we

have seen yield expansion in retail reflecting
weakening investor sentiment, with weaker
locations the most affected.

Notwithstanding this market backdrop we have
continued to be active and have successfully
sold £1.5bn of assets.

Key

Change year on year
<~ No change

T Increase

\L Decrease
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Risks and impacts

How we monitor and manage the risk

Change in risk assessment in year

Occupier demand and tenant default

Underlying income, rental growth and capital
performance could be adversely affected by
weakening occupier demand and occupier
failures resulting from variations in the
health of the UK economy and corresponding
weakening of consumer confidence, business
activity and investment.

Changing consumer and business practices
including the growth of internet retailing,
flexible working practices and demand for
energy efficient buildings, new technologies,
new legislation and alternative locations may
result in earlier than anticipated obsolescence
of our buildings if evolving occupier and
regulatory requirements are not met.

- The Risk Committee reviews indicators of occupier

demand quarterly including consumer confidence
surveys and employment and ERV growth forecasts,
alongside the Committee members’ knowledge

and experience of occupier plans, trading
performance and leasing activity in guiding
execution of our strategy.

- We have a high quality, diversified occupier base

and monitor concentration of exposure to individual
occupiers or sectors. We perform rigorous occupier
covenant checks ahead of approving deals and

on an ongoing basis so that we can be proactive

in managing exposure to weaker occupiers.

- Through our Key Occupier Account programme,

we work together with our customers to find ways
to best meet their evolving requirements.

- Our sustainability strategy links action on customer

health and wellbeing, energy efficiency, community
and sustainable design to our business strategy. Our
social and environmental targets help us comply with
new legislation and respond to customer demands;
for example, we expect all our office developments

to achieve a BREEAM Excellent rating.

ﬂ\

London offices are continuing to show resilience
with above average take up. Retail has been
weak with retailers facing both economic and
structural challenges. As such, we have seen
further retailers enter CVAs or administration,
resulting in store closures and rent reductions.
In light of these market dynamics, prime
London rents have been stable both in the West
End and City, however retail has experienced
rental value declines.

Across our markets, we are seeing polarisation
of occupier demand continuing with occupiers
focusing on the best quality assets.

In this context, we are focused on delivering
high quality space with the right mix of uses;
we have let or renewed 2.7m sq ft of space
across the portfolio, and occupancy remains
high at 97%.

Availability and cost of finance

Reduced availability of finance may adversely - Market borrowing rates and real estate debt VAN Ongoing and increased uncertainty about
impact ability to refinance debt and/or drive availability are monitored by the Risk Committee Brexit and the impacts of the macro economic
up cost. These factors may also result in quarterly and reviewed regularly in order to guide and political environment are affecting market
weaker investor demand for real estate. our financing actions in executing our strategy. sentiment, and operations of some lenders.
Requlation and capital costs of lenders may - We monitor our projected LTV and our debt Debt con_tinues to be available for the '_right'
increase cost of finance. requirements using several internally generated transactions; strong sponsor and quality of

reports focused on borrowing levels, debt maturity, property are key.

available facilities and interest rate exposure. Lenders’ appetite varies in different debt

- We maintain good long term relationships with markets. There is a more cautious and reduced
our key financing partners. appetite for retail.

- The scale and quality of our business enables us to Interest margins/spreads have increased in
access a diverse range of sources of finance with a the market recently in some sectors, although
spread of repayment dates. We aim always to have overall debt cost still relatively low.

a good level of undrawn, committed, unsecured Development finance is difficult to obtain for
revolving facilities to ensure we have adequate projects without pre-lets.

financing availability to support business During the year we have continued to be active
requirements and opportunities. in debt markets, with £1.4bn of new finance

- We work with industry bodies and other relevant arranged across a variety of sources.
organisations to participate in debate on emerging
finance regulations where our interests and those of
our industry are affected.

Catastrophic business event
An external event such as a civil emergency, - We maintain a comprehensive crisis response plan VAN The evaluation of the likely impact of this risk

including a large-scale terrorist attack,
cyber crime, extreme weather occurrence,
environmental disaster or power shortage
could severely disrupt global markets
(including property and finance) and cause
significant damage and disruption to British
Land’s portfolio and operations.

across all business units as well as a head office
business continuity plan.

- The Risk Committee monitors the Home Office
terrorism threat level and we have access to security
threat information services.

- Asset emergency procedures are regularly reviewed,
and scenario tested. Physical security measures are
in place at properties and development sites.

- Our Sustainability Committee continues to monitor
environmental risks and we have established a TCFD
Steering Committee to review our management
processes for climate-related risks and opportunities.
Asset risk assessments are carried out to assess a
range of risks including security, flood, environmental
and health and safety.

- We have implemented corporate cyber security
systems which are supplemented by incident
management, disaster recovery and business
continuity plans, all of which are regularly reviewed
to be able to respond to changes in the threat
landscape and organisational requirements.

- We also have appropriate insurance in place across
the portfolio.

has not changed notably since the prior year.
The Home Office threat level from international
terrorism remains ‘Severe'.

The wider use and enhancement of digital
technology across the Group increases the
risks associated with Information and Cyber
security; with an increasing risk from legacy
system vulnerabilities, social engineering and
phishing. During the year, we have continued
to enhance our technical security position

as well as provide employee awareness
training on Information Security and Data
Privacy principles.

We have carried out a crisis simulation
exercise and enhanced our procedures
where appropriate.
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PRINCIPAL RISKS CONTINUED

Internal risks

Risks and impacts

How we monitor and manage the risk

Change in risk assessment in year

Investment strategy

In order to meet our strategic objectives,
we aim to invest in and exit from the right
properties at the right time.

Underperformance could result from

changes in market sentiment as well as

inappropriate determination and execution of

our property investment strategy, including:

- sector selection and weighting

- timing of investment and divestment
decisions

- exposure to developments

- asset, tenant, region concentration

- co-investment arrangements.

Our investment strategy is determined to be
consistent with our target risk appetite and is based
on the evaluation of the external environment.
Progress against the strategy and continuing
alignment with our risk appetite is discussed at
each Risk Committee with reference to the property
markets and the external economic environment.
The Board carries out an annual review of the
overall corporate strategy including the current

and prospective asset portfolio allocation.

Individual investment decisions are subject to
robust risk evaluation overseen by our Investment
Committee including consideration of returns relative
to risk adjusted hurdle rates.

Review of prospective performance of individual
assets and their business plans.

We foster collaborative relationships with our
co-investors and enter into ownership agreements
which balance the interests of the parties.

q\

We have continued to allocate capital thoughtfully
in light of the current market conditions.

Since 1 April 2018, we have sold 5 Broadgate
for £500m and successfully executed £646m of
retail sales - overall marginally ahead of book
value. Overall we were a net divestor of £0.9bn
of assets.

The retail market faces structural challenges
and we have continued to refine our Retail
portfolio to deliver a smaller, more focused
business, with total sales of £2.9bn over the last
five years.

We remain thoughtful about the use of proceeds
from disposals, and are continuing to invest into
our development pipeline and have extended
our share buyback programme.

Our portfolio values were down 4.8%, led by
Retail where values were down 11.1% whereas
Offices values were up 1.1%.

Development strategy

Development provides an opportunity for
outperformance but usually brings with it
elevated risk.

This is reflected in our decision-making
process around which schemes to develop,
the timing of the development, as well as the
execution of these projects.

Development strategy addresses several

development risks that could adversely

impact underlying income and capital

performance including:

- development letting exposure

- construction timing and costs (including
construction cost inflation)

- major contractor failure

- adverse planning judgements.

We manage our levels of total and speculative
development exposure as a proportion of the
investment portfolio value within a target range taking
into account associated risks and the impact on key
financial metrics. This is monitored quarterly by the
Risk Committee along with progress of developments
against plan.

Prior to committing to a development, a detailed
appraisal is undertaken. This includes consideration
of returns relative to risk adjusted hurdle rates and
is overseen by our Investment Committee.

Pre-lets are used to reduce development letting risk
where considered appropriate.

Competitive tendering of construction contracts and,
where appropriate, fixed price contracts entered into.
Detailed selection and close monitoring of
contractors including covenant reviews.

Experienced development management team
closely monitors design, construction and overall
delivery process.

Early engagement and strong relationships with
planning authorities.

We actively engage with the communities in which we
operate, as detailed in our Local Charter, to ensure
that our development activities consider the interests
of all stakeholders.

We manage environmental and social risks across
our development supply chain by engaging with our
suppliers, including through our Supplier Code of
Conduct, Sustainability Brief for Developments and
Health and Safety Policy.

Development is an important part of our
business and has delivered some of our
strongest returns, but is inherently higher
risk, particularly when pursued on a
speculative basis. We limit our development
exposure to 15% of the total investment
portfolio by value, with a maximum of 8%

to be developed speculatively.

We actively manage our development risk and
pre-letting our space is an important part of
that approach.

We have successfully pre-let or under offer
on 76% of our completed and committed
developments and speculative exposure
remains low at 2.3% of portfolio gross asset
value. Also, 93% of the costs on our committed
development programme have been fixed.

Key

Change year on year
<~ No change

T Increase

\L Decrease
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Risks and impacts

How we monitor and manage the risk

Change in risk assessment in year

Capital structure - leverage

Our capital structure recognises the need - We manage our use of debt and equity finance to AN We manage our use of debt and equity finance
for balance between performance, risk balance the benefits of leverage against the risks. to balance the benefits of leverage against the
and flexibility. - We aim to manage our loan to value (LTV) through risks, including magnification of property
- leverage magnifies property returns, the property cycle such that our financial position VBLUS_UOH movem.e.nts. _
both positive and negative would remain robust in the event of a significant fall - Our financial position remains strong; our
~ anincrease in leverage increases the in property values. This means we do not adjust our proportionally consolidated LT\{ has been
risk of a breach of covenants on borrowing approach_ to leverage based on changes in property reduced by a fgrther 30bps during the year
facilities and may increase finance costs. market yields. to 28.1%, despite the valuation fall.

- We manage our investment activity, the size and - This financial strength provides us with the
timing of which can be uneven, as well as our capacity to progress opportunities including
development commitments to ensure that our our development pipeline whilst retaining
LTV level remains appropriate. significant headroom to our covenants.

- We leverage our equity and achieve benefits of scale
while spreading risk through joint ventures and funds
which are typically partly financed by debt without
recourse to British Land.

Finance strategy

Finance strategy addresses risks both to - Five key principles guide our financing, employed <> - Thescale of our business, quality of our assets

continuing solvency and profits generated. together to manage the risks in this area: diversify and rental income enable us to access a broad

. - f f our sources of finance, phase maturity of debt range of debt finance on attractive terms.

r?;;uggst&m:gagfogg]:Z?R%(Ziizzigzzﬁhe portfolio, maintain liquidity, maintain flexibility, During the year we have completed £1.4bn

operations of the business or repay facilities as and ma'htam 5”0”9 mem‘CS" o ) of new financing. )

they fall due. - We monitor the period until financing is required, - We have £1.8bn of committed unsecured,
which is a key determinant of financing activity. revolving bank facilities, of which £1.5bn is
Debt and capital market conditions are reviewed undrawn. Based on current commitments,
regularly to identify financing opportunities that these facilities and debt maturities, we have
meet our business requirements. no requirement to refinance the business until

- Financial covenant headroom is evaluated regularly late 2022.
and in conjunction with transactions.

- We are committed to maintaining and enhancing
relationships with our key financing partners.

- We are mindful of relevant emerging regulation
which has the potential to impact the way that we
finance the business.

People
A number of critical business processes and Our HR strategy is designed to minimise risk through: &> - ExpertPeopleis one of the four core focus

decisions lie in the hands of a few people.

Failure to recruit, develop and retain staff
and Directors with the right skills and
experience may result in significant
underperformance or impact the
effectiveness of operations and decision
making, in turn impacting business
performance.

- informed and skilled recruitment processes

- talent performance management and succession
planning for key roles

- highly competitive compensation and benefits

- people development and training.

The risk is measured through employee engagement
surveys, employee turnover and retention metrics. We
monitor this through the number of unplanned executive
departures in addition to conducting exit interviews.

We engage with our employees and suppliers to make
clear our requirements in managing key risks including
health and safety, fraud and bribery and other social and
environmental risks, as detailed in our policies and
codes of conduct.

areas of our strategy and a key factor in our
performance. We continue to empower our
people to make the most of their potential
through training and development and are
focused on building a supportive and inclusive
culture for our people.

During the year, we have made several
important changes to encourage cross-team
collaboration and shared learnings. We have
combined our Retail and Offices businesses
under the single leadership of Darren Richards
and we have also integrated the property
management business within the wider
business at a single office site.

Income sustainability

We are mindful of maintaining sustainable
income streams which underpin a stable and
growing dividend and provide the platform
from which to grow the business.

We consider sustainability of our income
streams in:

- execution of investment strategy and capital
recycling, notably timing of reinvestment of
sale proceeds

- nature and structure of leasing activity

- nature and timing of asset management
and development activity.

- We undertake comprehensive profit and cash flow
forecasting incorporating scenario analysis to model
the impact of proposed transactions.

- We take a proactive asset management approach to
maintain a strong occupier line-up. We monitor our
market letting exposure including vacancies,
upcoming expiries and breaks and speculative
development as well as our weighted average
unexpired lease term.

- We have a high quality and diversified occupier base
and monitor concentration of exposure to individual
occupiers or sectors.

- We are proactive in addressing key lease breaks
and expiries to minimise periods of vacancy.

- We actively engage with the communities in which
we operate, as detailed in our Local Charter, to
ensure we provide places that meet the needs of all
relevant stakeholders.

We are mindful of the challenges facing the
retail market which has seen several more
operators apply for CVA or administration. We
continue to actively monitor our exposure to
occupiers at risk of default and administration
and are selective about the sectors and
operators we target.

We also recognise that in delivering our
investment strategy and selling some of our
mature assets, we have had to be conscious

of the impact on our income in the short term.
However, our income streams are underpinned
by prime assets and a high quality, diverse
occupier base with high occupancy. Looking
forward our development pipeline offers
significant potential to generate future income.
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES (TCFD)

Climate change is one of the
most pressing challenges our
world faces today

The Board recognises the systemic threat posed by climate change

and the need for urgent mitigating action. We have a track record
of improving environmental performance and were one of the first
real estate companies to introduce stretching carbon reduction
targets that go beyond the demands of the Science Based Targets
initiative for Scope 1 and 2 emissions. For more information, see
our 2019 Sustainability Accounts at britishland.com/data.

Our focus on mitigating climate risks and leveraging climate
opportunities has protected value, reduced occupational costs
and enhanced our revenue. The TCFD recommendations provide
an excellent framework for us to continue this journey.

To progress towards TCFD alignment, in March 2019
we established a TCFD Steering Committee, sponsored by our
Chief Financial Officer, Simon Carter. This Committee will:

Board
A
| 4
A
Executive >
and
Management
A
| 2
Governance

Board oversight of climate-related risks
and opportunities

Our Board Director responsible for climate-related issues is
Simon Carter, Chief Financial Officer. Simon chairs or attends
our Risk and Sustainability Committees, ensuring continuity
and accountability.

The Board is updated on climate-related issues at least annually
and has ultimate oversight of risk management. Significant and
emerging risks are escalated to the Audit Committee and climate
risk is tracked as part of our Catastrophic Business Event risk
category (see page 59).
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- undertake long term scenario analysis of the impact of climate
change on our business

- recommend adjustments to our strategic and risk management
processes to further integrate climate change issues into our
day-to-day operations

- identify metrics that translate climate change issues into
financial exposure.

The TCFD Steering Committee reports to the Risk and
Sustainability Committees, both of which meet quarterly. Ultimate
oversight is at Board level, with our new Corporate Social
Responsibility Committee playing a role from May 2019. Any
resulting disclosure requires approval by the Audit Committee.

> .
Board of Directors

Corporate Social Responsibility (CSR)
Committee

>I>

Sustainability Committee

A

TCFD Steering Committee

Members include representatives from across the business: Asset management, Development, Finance,
Investment, Procurement, Property management, Risk management, Strategy and Sustainability

Management’s role in assessing and managing
climate-related risks and opportunities

The Board delegates responsibility for analysing:

- climate-related risks to the Risk Committee, which consists
of the Executive Committee and leaders from business units,
including procurement and property management. Each
business unit maintains a comprehensive risk register, which
is reviewed quarterly by the Risk Committee. Climate risks
are identified through a process involving trend analysis and
stakeholder engagement. Identified risks are incorporated
into our risk framework and managed by the appropriate
business areas

- climate-related opportunities to the Sustainability
Committee, which will report to our new Corporate Social
Responsibility Committee.



Strategy

Impacts of climate-related risks and opportunities on our business
We consider climate-related issues within the time horizons used in our corporate strategy:

Short term

Medium term Long term

Less than 12 months

1to Syears Over 5years

To date, we have focused on climate-related risks and opportunities for short and medium term horizons. This work will be expanded to
consider long term horizons through our new TCFD Steering Committee.

Examples of climate-related risks

Extreme weather

Short term risks

Higher flood risks could increase insurance costs. This could, in turn, increase service charge costs
for customers.

Inability to sell or rent property assets at book value, due to flood risk.

Impact on corporate strategy

Flood risk assessments undertaken for our current portfolio.

100% of high-risk assets have flood management plans.

Impact on financial planning

Flood risk is effectively priced into our valuations.

Flood risk factored into our process for acquisitions and developments.

Energy regulation

Medium term risks

Lease renewals subject to Minimum Energy Efficiency Standard (MEES) compliance and all leased
properties subject to MEES from April 2023, with few exemptions.

Impact on corporate strategy

Through our futureproofing programme we monitor the 5% of our portfolio with F or G Energy
Performance Certificate [EPC) ratings by floor area). Property Managers will take action on F and
G rated assets by 1 April 2023.

Impact on financial planning

MEES non-compliance would pose a risk of revenue loss and a potential liability from
non-compliance penalties.

Energy prices

Medium term risks

Energy cost volatility.

Impact on corporate strategy

Through our efficiency programme, we reduce our energy consumption profile and ultimately our
exposure to price fluctuations.

Impact on financial planning

Financial modelling includes the expected occupancy of assets and their associated energy costs.
Procurement manages the financial risk of volatile energy prices.

Examples of climate-related opportunities

Resource efficiency

Short term opportunity

Energy savings from the UK Energy Savings Opportunity Scheme (ESOS).

Impact on corporate strategy

As part of complying with ESOS, we have identified initiatives representing £6.4m of capex investment
that would save £3.7m annually.

Impact on financial planning

The business cases for these capex investments are considered as part of our overarching
financial process.

Energy sources

Short term opportunity

Revenue generated from solar PV installations on our assets.

Impact on corporate strategy

Installation of solar PV at 10 assets, generating 1,131 MWh in 2018/19.

Impact on financial planning

The cost savings and revenue from exporting to the grid are factored into our financial planning.

Products and services

Medium term opportunity

Earning a rental premium from high efficiency buildings with a Design for Performance approach.

Impact on corporate strategy

Our Sustainability Brief for Developments sets out our requirement for detailed energy modelling early

in the design stage to inform design and set operational performance benchmarks.

Impact on financial planning

Rental income for high efficiency and low efficiency assets would be factored into our revenue
forecasts in the medium term, as this would affect their marketability.

The resilience of our strategy

British Land undertook an initial analysis of medium term portfolio risks in 2017. We will carry out TCFD-aligned scenario analysis in 2020,
including a scenario where global warming is limited to 2°C or lower.
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES (TCFD) CONTINUED

Risk management

Climate-related risks are identified and assessed using our
risk management framework, set out on page 54 of this Report.
We consider climate change within ‘External risks Catastrophic
business event’, which is a principal risk to our business. We
define principal risks as those with a substantive financial or
strategic impact on the business, high likelihood of occurrence
and medium/high potential impact on our performance. Our
integrated approach combines a top down strategic view with

a complementary bottom up operational process.

Identifying and assessing climate-related risks

As part of our top down strategic view, our risk heat mapping
process allows us to determine the relative significance of
principal risks. As a factor within a principal risk category,
climate change is monitored by the Risk Committee.

Our risk register tracks:

i) Description of the risk (identification)
i) Impact-likelihood rating (evaluation enabling prioritisation)
iiilMitigants (mitigation)

iv) Risk owner (monitoring):

As part of our bottom up operational process, we maintain Asset
Plans which include provisions for identifying climate-related risks
and opportunities, such as flood risk assessments and audits to
identify energy saving opportunities. Our Sustainability Brief for
Acquisitions sets out our environmental criteria for acquiring

a new property, including energy efficiency and flood risk
categories. Our Sustainability Brief for Developments sets out

our environmental criteria for new constructions and renovations,
including requirements for energy efficiency, flood risk, materials
choice and embodied carbon reductions.

Managing climate-related risks

Our process for mitigating, accepting and controlling principal
risks, including climate-related risks, is set out on page 54 of
this Report.

We prioritise principal risks through our corporate risk register
and risk heat map. The impact-likelihood rating, which is evaluated
during risk identification, is our primary metric for prioritising
risks. As a factor within a principal risk category, climate change
risks are logged in our corporate risk register and reviewed
quarterly by the Risk Committee, which comprises the Executive
Committee and senior management. The Board is ultimately
responsible for and determines the nature and extent of principal
risks it is willing to take to achieve its strategic objectives.

64  British Land | Annual Report and Accounts 2019

Metrics and targets

Through our TCFD Steering Committee work, we will quantify our
total climate-related financial exposure.

Below are the climate-related metrics and targets against which
we currently report.

Climate-related risks

2019 2018
MEES EPCs rated F or G (% by floor area) 5% 5%
Extreme Portfolio at high risk of flood 3% 3%
weather (% by value)

High flood risk assets with flood 100%  100%

management plans (% by value)

Climate-related opportunities
2019 2018

Resource Scope 1and 2 carbon intensity 64% 54%
efficiency reduction versus 2009 (2020 target:
55% reduction, index scored)

Landlord energy intensity 44% 40%
reduction versus 2009

(2020 target: 55% reduction,

index scored)

Energy Electricity purchased 96% 97%
sources  from renewable sources
(2020 target: 100%)
On site renewable energy 1,131 782
generation [MWh) MWh  MWh
Products Portfolio with green building 18% 18%
and ratings (% by floor area)
services  Developments outperforming 25% 26%

Building Regulations for carbon
efficiency (% better on average)




Viability
Statement

Assessment of prospects

The Group’s annual corporate planning process includes the
completion of a strategic review, reassessing the Group's risk
appetite and updating the Group's forecasts.

The Group’s strategy provides the focus for our annual priorities
and is formally reviewed annually. This process is led by the Chief
Executive through the Executive Committee and includes the active
engagement of the Board. Part of the Board's role is to consider
whether the strategy takes appropriate account of the Group's
principal risks. The latest updates to the strategic plan and
Group’s risk appetite were approved by the Board in February

and March 2019, respectively.

The strategy and risk appetite drive the Group's forecasts. These
cover a five-year period and consist of a forecast which includes
committed transactions only, and a forecast which also includes
non-committed transactions the Board expects the Group to make
in line with the Group's strategy. A five-year forecast is considered
to be the optimal balance between the Group's long term business
model to create Places People Prefer and the fact that property
investment is a long term business [with weighted average lease
lengths and debt maturities in excess of five years), offset by the
progressively unreliable nature of forecasting in later years,
particularly given the historically cyclical nature of the UK
property industry.

Assessment of viability

For the reasons outlined above, the period over which the
Directors consider it feasible and appropriate to report on the
Group’s viability is the five-year period to 31 March 2024.

The assumptions underpinning these forecast cash flows and
covenant compliance forecasts were sensitised to explore the
resilience of the Group to the potential impact of the Group's
significant risks, or a combination of those risks.

The principal risks table on pages 58 to 61 summarises

those matters that could prevent the Group from delivering on

its strategy. A number of these principal risks, because of their
nature or potential impact, could also threaten the Group's ability
to continue in business in its current form if they were to occur.

The Directors paid particular attention to the risk of a downturn
in economic outlook which could impact property fundamentals,
including investor and occupier demand which would have a
negative impact on valuations, cash flows and a reduction in the
availability of finance. The remaining principal risks, whilst having
an impact on the Group's business model, are not considered by
the Directors to have a reasonable likelihood of impacting the
Group’s viability over the five-year period to 31 March 2024.

The sensitivities performed were designed to be severe but
plausible; and relate to a single ‘downturn scenario” before
mitigating actions:

- downturn in economic outlook: key assumptions including
occupancy, void periods, rental growth and yields were
sensitised in the ‘downturn scenario’ to reflect reasonably likely
levels associated with an economic downturn, including:

- areduction in occupier demand reflected by an ERV decline,
occupancy decline, increased void periods and additional
impact of retail CVAs or administrations

- areduction in investment property demand to the level seen in
the last severe downturn in 2008/2009, with outward yield shift
to 8% net initial yield.

- Restricted availability of finance: based on the Group’s current
commitments and available facilities there is no requirement
to refinance until late 2022. In the normal course of business,
financing is arranged in advance of expected requirements
and the Directors have reasonable confidence that additional
or replacement debt facilities will be put in place. In the
‘downturn scenario’, the following sensitivity of this
assumption was conducted:

- areduction in the availability of finance, for two years of the
five-year assessment in tandem with the Group's
refinancing date.

The outcome of the ‘downturn scenario” was that the Group’s
covenant headroom based on existing debt (i.e. the level by which
investment property values would have to fall before a financial
covenant breach occurs) decreases from the current 56% to, at its
lowest level, 13%, indicating covenants on existing facilities would
not be breached.

In the "downturn scenario’, mitigating actions would be required to
enable the Group to meet its future liabilities, including through
asset sales, which would allow the Group to continue to meet its
liabilities over the assessment period.

Viability statement

Having considered the forecast cash flows and covenant
compliance and the impact of the sensitivities in combination

in the ‘downturn scenario’, the Directors confirm that they have

a reasonable expectation that the Group will be able to continue in
operation and meet its liabilities as they fall due over the period to
31 March 2024.

Going concern
The Directors also considered it appropriate to prepare the

financial statements on the going concern basis, as explained in
the Governance review.

To read more information on going concern, go to page 78.

The Strategic Report was approved by the Board on 14 May 2019
and signed on its behalf by:

Chris Grigg
Chief Executive
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Governance

Board of Directors

Chairman’s introduction

Governance at a glance

Corporate governance review

Report of the Audit Committee

Report of the Nomination Committee
Directors’ Remuneration Report

Directors’ Report and additional disclosures
Directors’ responsibility statement
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1 Triton Square

Excellent environmental stewardship

Large-scale development carries a broad responsibility and we are careful to manage the impact of our
projects on the environment. At 1 Triton Square we worked closely with our design team and contractor to retain
much of the original building. Smart material reuse and sustainability innovations mean that the building will
produce 33% less carbon in construction and operation than best practice new build equivalents - a reduction
of 35,600 tonnes of CO,e. This saving is greater than the building’s operational emissions over the next 20 years
and it exceeds the ambitious carbon reduction targets required to meet the UK's commitment to the Paris
Climate Agreement. High efficiency equipment, low-carbon materials and a circular approach to waste are all
part of our BREEAM QOutstanding sustainability plans for the building.
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BOARD OF DIRECTORS

Driwving success

Our Board develops strategy and leads British Land

to achieve long term success.

John Gildersleeve, Non-Executive Chairman ®

Appointed as a Non-Executive Director in September 2008 and as Chairman
in January 2013.

Skills and experience

John is deputy chairman of TalkTalk Telecom Group PLC. He was formerly
chairman of Carphone Warehouse Group, New Look Retail Group, EMI

Group and Gallaher Group; a non-executive director of Dixons Carphone plc,
Lloyds TSB Bank PLC, Vodafone Group and Pick n Pay Stores (South Africal;
deputy chairman of Spire Healthcare; and an executive director of Tesco plc.

John will be stepping down as Chairman and from the Board at the end of
the 2019 AGM.

Lynn Gladden, Non-Executive Director ¢ R
Appointed as a Non-Executive Director in March 2015.
Skills and experience

Lynn is recognised as an authority in working at the interface of advanced
technology and industry. Her critical thinking and analytical skills bring a
unique dimension to the Board.

She is Shell Professor of Chemical Engineering at the University of
Cambridge and Executive Chair of the Engineering and Physical Sciences
Research Council. She is also a fellow of the Royal Society and Royal
Academy of Engineering.
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Chris Grigg, Chief Executive
Appointed to the Board in January 2009.
Skills and experience

Chris has more than 30 years’ experience in real estate and financial
services industries, in a range of leadership roles. He brings a strong
track record of driving growth, delivering strategic plans and a wealth of
experience in corporate finance to the Board.

Until November 2008, Chris was chief executive of Barclays Commercial
Bank, having joined Barclays in 2005. Prior to that, Chris spent over 20 years
at Goldman Sachs.

Chris is a non-executive director of BAE Systems plc where he also sits
on the Corporate Responsibility Committee. He is a board member of the
European Public Real Estate Association and a member of the Cancer
Research UK Corporate Board.

Alastair Hughes, Non-Executive Director »# ©

Appointed as a Non-Executive Director in January 2018.

Skills and experience

Alastair has proven experience of growing real estate companies and is

a fellow of the Royal Institution of Chartered Surveyors.

Alastair is a non-executive director of Schroders Real Estate Investment
Trust Limited and Tritax Big Box REIT, with over 25 years of experience in
real estate markets. He is a former director of Jones Lang LaSalle Inc. (JLL)

having served as managing director of JLL in the UK, as chief executive for
Europe, Middle East and Africa and then as regional CEO for Asia Pacific.



Simon Carter, Chief Financial Officer
Appointed to the Board in May 2018.
Skills and experience

Simon has extensive experience of finance and the real estate

sector. He joined British Land from Logicor, the owner and operator of
European logistics real estate, where he had served as chief financial
officer since January 2017.

Prior to joining Logicor, from 2015 to 2017 Simon was finance director at
Quintain Estates & Development Plc. Simon previously spent over 10 years
with British Land, working in a variety of financial and strategic roles and
was a member of our Executive Committee from 2012 until his departure
in January 2015. Simon also previously worked for UBS in fixed income
and qualified as a chartered accountant with Arthur Andersen.

Nicholas Macpherson, Non-Executive Director A

Appointed as a Non-Executive Director in December 2016.
Skills and experience

Nicholas has directed organisations through both fiscal and strategic
change management and brings this vital expertise to the Board.

He is chairman of C. Hoare & Co and a director of The Scottish American
Investment Company PLC. Nicholas was the Permanent Secretary to the
Treasury for over 10 years from 2005 to March 2016, leading the department
through the financial crisis and the subsequent period of banking reform.
He joined the Treasury in 1985 and held a number of roles prior to his
appointment as Permanent Secretary. Nicholas trained as an economist
and has worked at the CBI and Peat Marwick Consulting.

William Jackson, Senior Independent Director N ®

Appointed as a Non-Executive Director in April 2011 and Senior Independent
Directorin July 2017.

Skills and experience

William's experience spans business operations and financial planning.
He is Managing Partner of Bridgepoint, one of Europe’s leading private
equity groups, which he has led since 2001. William has served on a wide
range of UK and international boards during his career and has extensive
property experience.

Preben Prebensen, Non-Executive Director R
Appointed as a Non-Executive Director in September 2017.
Skills and experience

Preben has 30 years’ experience in driving long term growth for British
banking businesses.

He has been chief executive of Close Brothers Group plc since 2009. Preben
was formerly chief investment officer at Catlin Group Limited and chief
executive of Wellington Underwriting plc. Prior to that he held a number of
senior positions at JP Morgan.
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BOARD OF DIRECTORS CONTINUED

Tim Score - Non-Executive Director ® N

Appointed as a Non-Executive Director in March 2014.

Skills and experience

Tim has significant experience in the rapidly evolving global technology
landscape and brings years of engagement both with mature economies
and emerging markets to the Board.

He is a non-executive director of Pearson plc and HM Treasury and sits on
the board of trustees of the Royal National Theatre. Tim was formerly chief
financial officer of ARM Holdings PLC and held senior financial positions at

Rebus Group Limited, William Baird plc, LucasVarity plc and BTR plc. From

2005 to 2014, he was a non-executive director of National Express Group
PLC, including time as interim chairman and six years as senior
independent director.

Tim has been appointed to succeed John Gildersleeve as Chairman from
the end of the 2019 AGM.

Rebecca Worthington, Non-Executive Director A

Appointed as a Non-Executive Director in January 2018.

Skills and experience

Rebecca has extensive listed property sector experience and brings key
commercial acumen to the Board.

She was formerly group chief operating officer (having previously been
group chief finance officer) of Countryside Properties PLC and spent

15 years at Quintain Estates and Development PLC, first as finance director

and latterly as deputy chief executive. Rebecca was also a non-executive
director and chair of the audit committee at Hansteen Holdings plc until

20 March 2018, and a non-executive director of Aga Rangemaster Group plc

to September 2015. She qualified as a chartered accountant with
Pricewaterhouse Coopers LLP.
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Laura Wade-Gery, Non-Executive Director R
Appointed as a Non-Executive Director in May 2015.
Skills and experience

Laura has deep knowledge of digital transformation and customer
experience and brings her experience leading business change
management to the Board.

She is a non-executive director of John Lewis Partnership plc and NHS
Improvement. Previously, Laura was executive director Multi Channel at
Marks and Spencer Group plc, served in a number of senior positions at
Tesco PLC including chief executive officer of Tesco.com and was a
non-executive director of Trinity Mirror plc.

Brona McKeown, General Counsel and Company Secretary
Appointed as General Counsel and Company Secretary in January 2018.
Skills and experience

Before joining British Land, Brona was General Counsel and Company
Secretary of The Co-operative Bank plc for four years as part of the
restructuring executive team. Immediately prior to that she was Interim
General Counsel and Secretary at the Coventry Building Society. Until
October 2011, Brona was Global General Counsel of the Corporate division
of Barclays Bank plc, having joined Barclays in 1998. Brona trained and
spent a number of years at a large City law firm.



Directors’ core areas of expertise!
37%

5%

Il Property
Bl Finance
Retail and consumer

B Academic
Public sector

1. Some Directors are represented in more than one category

Board Committee membership key

A Audit Committee member

¢ Corporate Social Responsibility Committee member
N Nomination Committee member

R Remuneration Committee member

o Chairman of a Board Committee

Board attendance

Scheduled Ad hoc
Director meetings meetings Total
John Gildersleeve' 7/7 2/2 9/9
Alastair Hughes 7/7 3/3 10/10
Charles Maudsley? 7/7 2/2 9/9
Chris Grigg 7/7 3/3 10/10
Laura Wade-Gery* 7/7 2/3 9/10
Lynn Gladden 7/7 3/3 10/10
Nicholas Macpherson* 7/7 2/3 9/10
Preben Prebensen* 717 2/3 9/10
Rebecca Worthington 7/7 3/3 10/10
Simon Carter?? 6/6 2/2 8/8
Tim Roberts? 7/7 2/2 9/9
Tim Score'4 7/7 1/2 8/9
William Jackson® 6/7 3/3 9/10

1. Due to their conflicts of interest, Tim Score and John Gildersleeve were not
invited to attend one ad hoc Board meeting, the sole business of which was
Chairman succession

2. Due to their conflicts of interest, Charles Maudsley, Tim Roberts and
Simon Carter were not invited to attend one ad hoc Board meeting, the sole
business of which was the reorganisation of Executive Director positions

3. Simon Carter did not start employment until 21 May 2018 and therefore did
not attend one meeting that took place before he joined

4. Laura Wade-Gery, Nicholas Macpherson, Preben Prebensen and Tim Score
each missed one ad hoc meeting that was called at short notice. In each case,
the Directors who were unable to attend had been separately briefed on the
business of the meeting and had provided their views beforehand

5. Pre-existing diary commitments meant William Jackson was unable to attend
one meeting in January 2019. This was scheduled some time after the 2019
Board dates had been settled as a response to the Board evaluation feedback
that there was a large gap between the November and March meetings
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CHAIRMAN’S INTRODUCTION TO CORPORATE GOVERNANCE

Welcome to the Governance
and Remuneration sections

| am pleased to present the Corporate Governance Report for
the year ended 31 March 2019.

The Board's responsibility for leading the Company and overseeing
the governance of the Group continues to be supported by a robust
structure which allows for constructive debate and challenge by its
members. This approach enables the Directors to make effective
decisions, at the right time and based on the right information.

As | mention in my statement on pages 2 and 3, our level

of thoughtful activity and the resilience of our strategy set British
Land apart. We take this thoughtfulness and consideration

into our governance structure and this year a review of our
governance policies has been carried out. This resulted in
revisions to a number of our policies including our matters
reserved to the Board, various Committee terms of reference
and delegated authorities.

Governance underpins the way in which the business of the Group
is managed, our behaviour and our corporate culture. This year,
we are reporting against the 2016 UK Corporate Governance Code
(the ‘Code’] available at frc.org.uk. | am pleased to report that the
Board has continued to apply good governance and considers that
the Company has complied with the provisions of the Code
throughout the year.

We have also been making preparations for compliance with the
2018 UK Corporate Governance Code. Our commitment to
engaging with our stakeholders means that we already have in
place several methods of engaging with various stakeholder
groups. To help with reviewing this engagement we have recently
constituted a Board level Corporate Social Responsibility
Committee to assist the Board in:

- understanding the views of key stakeholders (including our
employees) of the Company

- understanding the Company’s impact on community
and environment
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- ensuring that the Board is aware of the processes and
mechanisms used by the Company to engage with key
stakeholders

- ensuring that those processes and mechanisms are fit for
purpose and assist in contributing to the wider society.

The following Corporate Governance Report, including the reports
of the Audit, Nomination and Remuneration Committees, outlines
how the Company has applied the Code’s principles and provisions.

Board changes

The Board has continued to evolve during the year. Simon Carter
joined in May 2018 as Chief Financial Officer and Tim Roberts and
Charles Maudsley stepped down from the Board on 31 March 2019.
Charles Maudsley left British Land on that date but Tim Roberts
remains an employee until 31 July 2019.

I'would like to thank both Tim and Charles for their commitment
to British Land. Tim joined British Land in 1997 and was appointed
to the Board in 2006, since when he has been the Head of Offices.
Charles joined British Land in 2010 and has been on the Board
since that time, most recently as the Head of Retail, Leisure

and Residential.

In addition, | will step down as Chairman and as a Director at
the end of the 2019 AGM with Tim Score having been appointed
to succeed me as Chairman at that time.

With the exception of Tim, Charles and |, all Directors in role at
31 March 2019 will stand for re-election at the 2019 AGM.

This year we carried out an internal evaluation of the Board.
Details of the process undertaken and a summary of the outcomes
are set out on page 77. However, | am pleased to report here

that the review concluded that your Board, its Committees and

its individual members continue to operate effectively and with due
diligence. It also confirmed that good progress has been made on
the recommendations of last year’s externally facilitated
evaluation. The focus for the coming year will be:

- continuing development of the Board's understanding of culture
and values;

- continuing the development of succession plans; and

- refining agendas and timings to enhance discussion and debate
around important issues.

This year's AGM will again provide an opportunity for all
shareholders to hear more about our performance during the year
and to ask questions of the Board. | look forward to welcoming you
on 19 July 2019.

John Gildersleeve

Non-Executive Chairman



BOARD ACTIVITY IN 2019

Our core focus areas

The Board meets regularly with people from across the British Land
business and interacts with a range of advisers including corporate
brokers and valuers. Board discussions have covered a wide range
of topics with a significant amount of time spent on the following
strategic topics:

Strategic topic Areas on which the Board has focused during the year

Customer Orientation - Decision to focus our business on three core elements: our London campuses, a smaller
Retail portfolio and Residential which would see campuses increase to 55-60% of the portfolio,

with Retail reducing to 30-35% and Residential increasing to 10% on a five year view

- Smart Places team established to focus on delivering technology-enabled places and the
personalisation of the working environment

- Continued roll out of Storey, now operational across 141,000 sq ft at our campuses

Right Places - Signed our Master Development Agreement and submitted our planning application at

Canada Water

- Progressing our vision for Broadgate including obtaining planning permission for the
redevelopment of 1-2 Broadgate

- Overseeing our Retail disposal strategy

Capital Efficiency - Sale of 5 Broadgate for £1bn (BL share £500m)
- Use of proceeds split between a £200m extension to our share buyback programme and
reinvestment in development

- Recommendation of 31.00p per share in dividends representing a 3% year-on-year increase
- Repayment of £223m of debt in the Broadgate JV releasing buildings for potential development
- Maintenance of appropriate leverage at 28%

Expert People - Combining our Offices and Retail businesses under the leadership of Darren Richards as Head
of Real Estate
- - Appointment to the Executive Committee* of Emma Cariaga, Head of Operations at Canada

Water and David Lockyer, Head of Broadgate

- Combination of British Land and our property management business within a single office site,
enabling collaboration and maximising the efficiency of our operations

- Roll out of agile working, enabling our people to work more flexibly

Sustainability - Establishment of a Board level Corporate Social Responsibility Committee with effect from
April 2019

- Consideration of our approach to sustainability for beyond 2020

- Diversity and inclusion across our business

* Details of the members of our Executive Committee can be found on our website at britishland.com/executive-committee
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GOVERNANCE AT A GLANCE

A strategic enabler

Our governance structure ensures that the right people have access
to the right information. Delegated authorities throughout our
organisation enable effective decision making at appropriate levels.

Board > Board of Directors

Corporate Social
Audit Committee Responsibility
Committee*

Nomination Remuneration
Committee Committee

Executive Chief Executive

Risk Committee

Management > s
. Sustainability

* With effect from 1 April 2019

Executive Committee Investment Committee

Board gender split as at 2019 AGM versus 2018 AGM Average board member age over a three-year period
60

A
2019

A
2018 56

2017 2018 2019

M Male W Female
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GOVERNANCE REVIEW

Governance is an integral
part of the way we delwver

our strategy

Leadership

The Board
As at 31 March 2019 the Board comprised the Chairman, eight

independent Non-Executive Directors and four Executive Directors.

Biographies of the Directors as at the date of publication are set
out on pages 68 to 70 and include details of the skills and
experience each brings to the Board. By the conclusion of the
2019 AGM, the Board will have reduced in size to comprise the
Chairman, seven independent Non-Executive Directors and two
Executive Directors.

Our rigorous and transparent procedures for appointing new
Directors are led by the Nomination Committee. Non-Executive
Directors are appointed for specified terms and all continuing
Directors offer themselves for election or re-election by
shareholders at the AGM each year provided the Board, on

the recommendation of the Nomination Committee, deems it
appropriate that they do so.

The composition of the Board is fundamental to its success

in providing strong and effective leadership. The Nomination
Committee is responsible for reviewing the composition of the
Board and its Committees and assessing whether the balance of
skills, experience, knowledge and diversity is appropriate to enable
them to operate effectively.

We continue to have a strong mix of experienced individuals

on the Board. The majority are independent Non-Executive
Directors who are not only able to offer an external perspective
on the business, but also constructively challenge the Executive
Directors, particularly when developing the Company’s strategy.
The Non-Executive Directors scrutinise the performance of
management in meeting their agreed goals and objectives, and
monitor the reporting of that performance.

The high calibre of debate and the participation of all Directors,
Executive and Non-Executive, in its meetings allows the Board to
utilise the experience and skills of the individual Directors to their
maximum potential and make decisions that are in the best
interests of the Company.

Role of the Board

The Board has reserved key decisions and matters for its own
approval, including its core responsibilities of setting the Group’s
strategic direction, overseeing the delivery of the agreed strategy,
managing risk and establishing the culture, values and standards
of the Group as a whole. Matters below the financial limit set by
the Board are delegated either to the Investment Committee (for
property and financing issues) comprising the Executive Directors,
Head of Strategy & Investment, Head of Real Estate and Head of
Development or to an approvals committee of any two of the

Executive Directors and General Counsel and Company Secretary
with all decisions taken reported to the next Board meeting.

The Board culture is one of openness and constructive debate.
The Directors are able to voice their opinions in a relaxed and
respectful environment, allowing coherent discussion. When
running Board meetings, the Chairman maintains a collaborative
atmosphere and ensures that all Directors have the opportunity
to contribute to the debate. The Chairman also arranges informal
meetings and events throughout the year to help build constructive
relationships between Board members and the senior
management team.

The Chairman meets with individual Directors outside formal
Board meetings to allow for open, two-way discussion about the
effectiveness of the Board, its Committees and its members. The
Chairman is therefore able to remain mindful of the views of the
individual Directors.

Division of responsibilities

There is a clear written division of responsibilities between the
Chairman (who is responsible for the leadership and effectiveness
of the Board) and the Chief Executive (who is responsible for
managing the Company's business).

The Board has delegated authority for the day-to-day management
of the business to the Chief Executive.

The Executive Directors are involved in, or aware of, all major
activities and are therefore extremely well placed to ensure that
any decisions align with the Group's agreed strategy.

The Executive Directors make decisions within predefined
parameters delegated by the Board, although any proposal

may still be taken to the full Board for consideration and approval
where this is considered appropriate, even if it falls within

those parameters.

Three standing Committees have been operating throughout

the year: the Audit, Nomination and Remuneration Committees,
to which certain powers have been delegated. Membership of
each of these Committees is comprised solely of independent
Non-Executive Directors. The reports of these three standing
Committees are set out on pages 80 to 109. The Corporate

Social Responsibility Committee had its first meeting in May 2019.

Management Committees have also been established to make
recommendations on matters delegated to them by the Board,
its standing Committees or the Executive Directors.

This governance structure (set out on the previous page) ensures
that the Board is able to focus on strategic proposals, major
transactions and governance matters which affect the long term
success of the business.

~1
92
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GOVERNANCE REVIEW CONTINUED

Strategy days

The Board held its annual offsite strategy event during February
2019. The strategy days are structured to provide the Directors,
and the Non-Executive Directors in particular, with an opportunity
to focus on the development of, and challenge to, the Group's
corporate strategy.

The Executive Directors, senior executives and external guests
delivered a number of presentations to attendees providing
in-depth analysis on aspects of the business and the external
environment. The days were carefully structured to achieve a
balance between presentations, debate and discussion.

Areas focused on at the 2019 strategy days included: corporate
strategy, Canada Water, technology, the flexible workspace market
and the build to rent market.

Board meetings

Regular Board and Committee meetings are scheduled throughout
the year and the Directors ensure that they allocate sufficient time
to discharge their duties effectively. Occasionally, Board meetings
may be held at short notice when Board-level decisions of a
time-critical nature need to be made or for exceptional business.

The Board agenda is set by the Chairman, in conjunction with

the Chief Executive and General Counsel and Company Secretary.
Each scheduled meeting includes a management report delivered
by the Chief Executive and regular updates on the activities of
various standing and management committees. Discussions also
take place on strategic proposals, major acquisitions, disposals,
developments and legal and governance matters.

Care is taken to ensure that information is circulated in good

time before Board and Committee meetings, and that papers are
presented clearly and with the appropriate level of detail to enable
the Board to discharge its duties. All papers are circulated one
week prior to meetings and clearly marked as being ‘For Decision’,
‘For Information” or ‘For Discussion’. To enhance the delivery of
Board and Committee papers the Board uses a Board portal and
tablets which provide a secure and efficient process for meeting
pack distribution. Under the direction of the Chairman, the General
Counsel and Company Secretary facilitates effective information
flows between the Board and its Committees, and between senior
management and Non-Executive Directors.

In March 2019 the Board held its meeting at the recently
redeveloped 3 Broadgate in the City of London. The meeting was
followed by a site visit to the 100 Liverpool Street development
which had recently had its topping out ceremony.

Effectiveness

Board induction

On appointment, all Directors whether Executive or Non-Executive
receive a comprehensive induction. Each new Director is invited to
meet the General Counsel and Company Secretary or Head of
Secretariat to discuss their induction in detail, following which the

programme is tailored specifically to their requirements and
adapted to reflect their existing knowledge and experience.

Each induction programme would ordinarily include:

- meetings with the Chairman, Executive Directors,
Committee Chairmen, external auditor or remuneration
consultants (as appropriate)
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- information on the corporate strategy, the investment strategy,
the financial position and tax matters (including details of the
Company's REIT status)

- an overview of the property portfolio provided by members of
the senior management team

- visits to key assets

- details of Board and Committee procedures and Directors’
responsibilities
- details on the investor relations programme

- information on the Company’s approach to sustainability.

Allinduction documents are made available on our secure
electronic Board portal and are therefore available to Directors
both during and after their induction.

Training and development

The Chairman and General Counsel and Company Secretary
agree what Board-wide training or development may be
appropriate. During the year ended 31 March 2019, the Board
considered papers and presentations on legal and regulatory
developments including the 2018 UK Corporate Governance
Code and The Reporting of Payment Practices and Performance
Regulations, SMART technology, the macro-economic environment
and specific issues relating to Brexit, sustainability-related
developments and briefings on the views of stakeholders and
the external environment.

Directors are also entitled to seek independent advice in relation to
the performance of their duties at the Company’s expense, subject
to having first notified the Chairman or the General Counsel and
Company Secretary.

Commitment

Non-Executive Directors’ letters of appointment set out the time
commitments expected from them. Following consideration, the
Nomination Committee has concluded that all the Non-Executive
Directors continue to devote sufficient time to discharging their
duties to the required high standard.

British Land’s policy is to allow Executive Directors to take one
non-executive directorship at another FTSE company, subject to
Board approval. External appointments of the Executive Directors
are disclosed in their biographies. Any fees earned by the
Executive Directors are disclosed on page 106 within the
Remuneration Report.

Conflicts of interest

The Directors are required to avoid a situation in which he or she
has, or can have, a direct or indirect conflict with the interests of
the Company. The Board has established a procedure whereby
the Directors are required to notify the Chairman and the General
Counsel and Company Secretary of all potential new outside
interests and actual or perceived conflicts of interest that may
affect them in their roles as Directors of British Land. All potential
conflicts of interest are authorised by the Board and the register of
Directors’ interests is reviewed by the full Board at least annually.

The Board also reviews the Directors’ Interests Policy on an annual
basis. Following the last review in November 2018, the Board
concluded that the policy continued to operate effectively.



Re-election

The Board has reviewed the Nomination Committee’s assessment
of whether each Non-Executive Director remains independent in
character and judgement and whether there are relationships or
circumstances which are likely to affect, or could appear to affect,
that judgement. As a result, the Board as a whole considers that
each of the Non-Executive Directors is independent and is of the
stature and has the required experience to perform his or her role
as an independent Director. The results of the Board evaluation
also confirm the Board's belief that each Non-Executive Director
standing for re-election at the 2019 AGM remains committed to
their role within British Land and continues to perform effectively.

Board evaluation

The effectiveness of the Board and its Committees is reviewed
annually, with an independent, externally facilitated review being
conducted at least once every three years. The next external review
will be in 2021.

In 2019, an internal evaluation of the Board and its Committees
was conducted by the General Counsel and Company Secretary
by circulating questionnaires, seeking quantitative and qualitative
feedback and reporting the outcomes to the Board. In addition

to the formal evaluation, the Chairman met each Non-Executive
Director individually during the year to discuss their contribution
to the Board. The Senior Independent Director led the appraisal
of the Chairman’s performance by the Non-Executive Directors,
with the views of the Executive Directors also being taken

into consideration.

The Chairman and Chief Executive presented their appraisals

of the performance of the Chief Executive and other Executive
Directors respectively. These appraisals were taken into account
when considering the performance of the Board as a whole as
well as in relation to annual and long term incentive awards.

The evaluation of the Board and its Committees concluded that
the Board and its Committees continued to operate effectively
with a high standard of performance throughout the year.

The focus for the coming year will be:

- continuing development of the Board's understanding of culture
and values

- continuing the development of succession plans

- refining agendas and timings to enhance discussion and debate
around important issues.

Accountability

Financial and business reporting

The Board is responsible for preparing the Annual Report and
confirms in the Directors’ responsibility statement set out on
page 113 that it believes that the Annual Report, taken as a whole,
is fair, balanced and understandable, and provides the information
necessary to assess British Land’s position, performance,
business model and strategy. The basis on which the Company
creates and preserves value over the long term is described in

the Strategic Report.

The Audit Committee reviewed the procedure undertaken to
enable the Board to provide the fair, balanced and understandable
confirmation to shareholders. Meetings were held between the
Group Financial Controller, Head of Investor Relations and other
senior employees to review and document the key considerations
undertaken and a detailed report was then presented to the

Audit Committee.

Risk management and internal control

The Board determines the extent and nature of the risks it is
prepared to take in order to achieve the Company’s strategic
objectives. The Board has responsibility for the Company’s
overall approach to risk management and internal control which
includes ensuring the design and implementation of appropriate
risk management and internal control systems. Oversight of the
effectiveness of these systems is delegated to the Audit Committee
which undertakes regular reviews to ensure that the Group is
identifying, considering and as far as practicable mitigating the
risks for the business.

The Board confirms that a robust assessment of the principal
risks facing the Company, including those that would threaten its
business model, future performance, solvency or liquidity, was
carried out during the year.

British Land’s approach to risk, including the roles of the Board
and the Audit Committee in setting risk appetite and monitoring
risk exposure, is detailed in the ‘"Managing risk in delivering our
strategy’ section on pages 54 to 57.

As well as complying with the Code, the Group has adopted the
best practice recommendations in the FRC ‘Guidance on risk
management, internal control and related financial and business
reporting” and the Company’s internal control framework operates
in line with the recommendations set out in the internationally
recognised COSO Internal Control Integrated Framework.

The Company is committed to conducting its business in an
ethical manner, with integrity and in line with all relevant laws
and regulations. The Group has adopted a number of policies
and procedures including policies and training on anti-bribery
and corruption and fraud awareness, information security and
GDPR. All employees are made aware of the Group’s policies
through the Employee Handbook and regular bulletins and also
receive training appropriate to their roles and responsibilities.

The Audit Committee reviews the effectiveness of the Group's
system of internal control annually, including the systems of
control for material joint ventures and funds. The Group's internal
control system is built on the following fundamental principles,
and is subject to review by internal audit:

- adefined schedule of matters reserved for approval by the Board

- adetailed authorisation process: no material commitments are
entered into without thorough review and approval by an
authorised person

- formal documentation of all significant transactions

- arobust system of business and financial planning: including
cash flows and profitability forecasting, with scenario analysis
performed on major corporate, property and financing proposals

- arobust process for property investment appraisals

- monitoring of key outcomes, particularly expenditure and

performance of significant investments, against budget
and forecast
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GOVERNANCE REVIEW CONTINUED

clearly defined policies and review of actual performance against
policies

- benchmarking of property performance against external
sources such as the Investment Property Databank

- key controls testing

a comprehensive property and corporate insurance programme

a formal whistleblowing policy.

During the course of its review for the year ended 31 March 2019,
and to the date of this Report, the Audit Committee has not
identified, nor been advised of, a failing or weakness which it has
determined to be significant.

Going concern and viability statements

During the year the Board assessed the appropriateness of using
the ‘going concern’ basis of accounting in the financial statements.
The assessment considered future cash flows and debt facilities

(to assess the liquidity risk of the Company) and the availability of
finance (to assess the solvency risk). The assessment covered the
12-month period required by the ‘going concern’ basis of accounting.

In accordance with the Code, the Board has also assessed the
prospects of the Group over a five-year period, which is deemed
appropriate for the viability statement. In preparing the viability
statement the Board considered the principal risks set out on
pages 58 to 61 and the sensitivities of cash flow and debt covenant
forecasts, all of which are considered to have a reasonable
likelihood of impacting the viability of the Company. Full details of
this assessment are set out on page 65.

Following these assessments the Directors believe that the Group
is well placed to manage its financing and other business risks
satisfactorily and have a reasonable expectation that the Company
and the Group have adequate resources to continue in operation
for at least 12 months from the date of the Annual Report. They
therefore consider it appropriate to adopt the going concern basis
of accounting in preparing the financial statements.

The Board also considers that the Company and the Group will be
able to continue in operation and meet its liabilities as they fall due
over the period ending 31 March 2024.

Taxation

Our principles of good governance extend to our responsible
approach to tax. Our tax strategy (‘Our Approach to Tax'), available
on our website britishland.com/governance, is approved by the
Board and is in line with the Group’s long term values, culture
and strategy.

Remuneration
The Directors’ Remuneration Report is set out on pages 88 to 109.

In accordance with the Code, the Remuneration Committee is
recommending a new Remuneration Policy for approval at the
2019 AGM. The recommended Remuneration Policy is set out
on pages 92 to 96.

Relations with stakeholders

The Board is committed to maintaining open channels of
communication with all of the Company’s stakeholders. An
important part of this is providing a clear explanation of the
Company’s strategy and objectives, and ensuring that feedback
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is acknowledged, considered and, where appropriate, acted upon.
Stakeholder feedback is essential to the success of our business,
so we ensure the Chairman, Senior Independent Director and
Executive Directors are available to address any concerns our
stakeholders may wish to raise.

British Land aims to be informative and accessible to all
shareholders. Announcements relating to the Group's financial
results and key events are provided in a timely manner and are
easily accessible via our website and social media. The Group
website also provides detailed information on our assets, as well
as case studies illustrating our strategy, including our
sustainability activities.

British Land has a dedicated Investor Relations team which is
available to respond to any questions or concerns investors may
have on an ad hoc basis.

All stakeholders are able to contact the Company directly via the
contacts page on our website: britishland.com/contacts

To read more on our key stakeholders, the issues that matter
to them and how we engage with them, go to page 26.

Annual General Meeting

Directors attend the AGM, which provides retail shareholders in
particular with an opportunity to hear directly from the Board on
the Company’s performance over the past year, its strategy and the
objectives for the year ahead. The AGM also provides shareholders
with the opportunity to ask questions.

The 2018 AGM was attended by approximately 110 shareholders.

All resolutions were voted on by way of a poll and passed by the
required majority. The results of the AGM voting are announced to
the London Stock Exchange as soon as practicable following the
AGM and also made available on the Company’s website.

Retail shareholders

Our ‘Shareholders Centre’ on our website: britishland.com/
shareholders-centre includes information on the AGM, dividends,
shareholder communication, how to contact our registrar, Equiniti,
and other useful resources for shareholders.

Institutional investors

Institutional investors and analysts receive regular
communications from the Company, including details of investor
relations events (see the chart to the right), one-to-one and group
meetings with Executive Directors, and tours of our major assets.
This year, our investor relations activity included analyst and
investor events comprising presentations and tours of Broadgate
and Canada Water, and a CFO investor dinner. In total, the Chief
Executive, Chief Financial Officer and Investor Relations team met
with representatives from 215 institutions during the year ended
31 March 2019. We periodically commission an independent
investor perception study, which provides feedback on our strategy,
highlights material concerns from key investors and is presented
to the Board.

The Executive team is committed to ensuring that shareholder
views, both positive and negative, are relayed back to the Board.
The Chief Executive provides a written report at each scheduled
Board meeting which includes direct market feedback on
activity during the period and commentary on any meetings
with major shareholders.



Key investor relations activities

during the year
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The Board recognises the contribution made by our
lenders and bondholders. Through our Treasury team, the
Group maintains an open dialogue with our debt providers
which helps the Board understand their investment
appetite and criteria.

)

- Industry dinner
- Half year results

Feb (

- Half year results roadshow, London
- Investor roadshow, Edinburgh
- Investor property conference, London

- Investor dinner, London
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- Investor roadshow,
Frankfurt & Zurich
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- Investor property conference, London
- Private client investor roadshow, London
- Investor roadshow, Paris

- Analyst & investor presentation & tour,
Broadgate

- AGM

-= - Private client investor

breakfast, London AGM

H - US roadshow
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British Land recognises that the people who live in and
around our assets are essential to creating Places People
Prefer, and therefore to the success of our business.
Investing in these communities is an important part of
our approach, and our ‘Local Charter’ details how we
build trust by making positive contributions locally. Our
‘Community Funding Guidelines set out how we allocate
funding, with a particular focus on initiatives close to our
assets that provide opportunities to local people through
education, employment and training. Both documents can
be found on our website at britishland.com/policies

Our approach to social and environmental reporting is set
out on pages 28 to 29.

)

- Investor property
conference, Miami

- Investor property
conference, London

March (
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REPORT OF THE AUDIT COMMITTEE

We monitor the quality and
integrity of the financial
reporting and valuation

process

| am pleased to present the report of the Audit Committee
for the year ended 31 March 2019.

In line with the focus on improved governance and clear,

relevant and concise reporting, this report of the Audit Committee
highlights the main issues which arose during the year and

how they were addressed.

Role and responsibilities
The principal responsibilities of the Committee are:

Financial reporting - Monitoring the integrity of the Company’s
financial statements and any formal announcements relating to
financial performance, and considering significant financial
reporting issues, judgements and estimates

External Audit - Oversight and remuneration of the external
auditor, assessing effectiveness and making recommendations
to the Board on the appointment of, and the policy for non-audit
services provided by, the external auditor

Internal Audit - Monitoring and reviewing reports on the work
performed by the internal auditor and reviewing effectiveness,
including its plans and resourcing

Risk management and internal controls - Reviewing the system
of internal control and risk management

Investment and development property valuations - Considering

the valuation process and outcome and the effectiveness of the
Company’s valuers
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Key areas of focus

Ultimately, the Committee continues to play a key role in
overseeing the integrity of the Group’s financial statements,
including assessing whether the Annual Report is fair, balanced
and understandable, as well as ensuring that a sound system
of risk management and internal control is in place.

During the year, the Committee has reviewed the process for
identification and mitigation of key business risks, challenging
management actions where appropriate. The Committee has

also reviewed the appropriateness of the accounting treatment of
significant transactions, including asset acquisitions and disposals,
along with scrutinising the valuation of the Group’s property assets
as well as the effectiveness of the valuers.

The Committee continued to monitor the implementation of the
new valuer policy which was approved in 2017. As at 31 March 2019
65% of the portfolio was under new instruction with a further 17%
due to be retendered the following year. The Committee continues
to appreciate the professionalism of all its valuers during the
tender process.

Committee composition and governance

There have been no changes to the membership of the Committee
during the year to 31 March 2019. The Committee continues to

be composed solely of independent Non-Executive Directors with
sufficient financial experience, commercial acumen and sector
knowledge to fulfil their responsibilities. Members” attendance at
Committee meetings is set out in the following table:

Date of joining

Director Position the Committee Attendance
Tim Score Chairman 20 Mar 2014 3/3
Alastair Hughes Member 1 Jan 2018 3/3
Nicholas Macpherson Member 1 Apr 2017 3/3
Rebecca Worthington Member 1Jan 2018 3/3

The Board is satisfied that the Committee as a whole has
competence relevant to the real estate sector. For the purposes of
the UK Corporate Governance Code, Rebecca and | are deemed to
meet the specific requirement of having significant, recent and
relevant financial experience.

With effect from the conclusion of the 2019 AGM, Rebecca will
succeed me as Chairman of the Committee as | begin my role as
Chairman of the Group.



Members of the senior management team, including the Chief
Financial Officer, General Counsel and Company Secretary,
Group Financial Controller, Head of Financial Reporting and
representatives of both external and internal auditors are invited
to attend each Committee meeting. In addition, the Chairman of
the Board, Chief Executive Officer, Head of Investor Relations,
Head of Planning and Analysis and other key employees are
invited to attend part, or all, of specific Committee meetings.

The Committee meets privately with both external and internal
auditors after each scheduled meeting and continues to be
satisfied that neither is being unduly influenced by management.
As Committee Chairman, | additionally hold regular meetings
with the Chief Executive Officer, Chief Financial Officer and other
members of management to obtain a good understanding of key
issues affecting the Group and am thereby able to identify those
matters which require meaningful discussion at Committee
meetings. | also meet the external audit partner, internal audit
partner and representatives from each of the valuers privately to
discuss any matters they wish to raise or concerns they may have.

Committee effectiveness

The Committee assessed its own effectiveness during the

year through an internal questionnaire. The Committee

reviews its terms of reference on an annual basis and these
have been updated to reflect the requirements of the 2018 UK
Corporate Governance Code. The current terms of reference
were effective from 1 April 2019 and are available on our website
at britishland.com/committees.

The information below sets out in detail the activity undertaken
by the Committee during the year ended 31 March 2019. I hope
that you find it useful in understanding our work.

S Oé"“g’

Tim Score

Chairman of the Audit Committee

Financial reporting

The Committee continues to review the content and tone of the
preliminary results press release, Annual Report and half year
results at the request of the Board. Drafts of the Annual Report
are reviewed by the Committee Chairman and the Committee as
a whole prior to formal consideration by the Board, with sufficient
time provided for feedback.

The Committee reviewed the key messaging included in the Annual
Report and half year results, paying particular attention to those
matters considered to be important to the Group by virtue of their
size, complexity, level of judgement required and potential impact
on the financial statements and wider business model. Any issues
which were deemed to be significant were debated openly by the
Committee members and other attendees, including management,
external and internal auditors.

The Committee has satisfied itself that the controls over the
accuracy and consistency of the information presented in the
Annual Report are robust. The Committee therefore recommended
to the Board that the Annual Report presented a fair, balanced and
understandable overview of the business of the Group and that it
provided stakeholders with the necessary information to assess
the Group’s position, performance, business model and strategy.

British Land | Annual Report and Accounts 2019 81



REPORT OF THE AUDIT COMMITTEE CONTINUED

The significant issues considered by the Committee in relation to the financial statements during the year ended 31 March 2019, and the actions
taken to address these issues, are set out in the following table:

Significant issues considered

How these issues were addressed

Going The appropriateness of preparing  The Committee reviewed management’s analysis supporting the going concern
concern the Group financial statements basis of preparation. This included consideration of forecast cash flows, availability
statement on a going concern basis. of committed debt facilities and expected covenant headroom. The Committee also
received a report from the external auditor on the results of the testing undertaken
on management’s analysis.
As a result of the assessment undertaken, the Committee satisfied itself that the
going concern basis of preparation remained appropriate.
The going concern statement is set out on page 78.
Viability Whether the assessment The Committee considered whether management’s assessment adequately reflected the
statement undertaken by management Group's risk appetite and principal risks as disclosed on pages 58 to 61; whether the
regarding the Group's long term  period covered by the statement was reasonable given the strategy of the Group and the
viability appropriately reflects the  environment in which it operates; and whether the assumptions and sensitivities identified,
prospects of the Group and covers and stress tested, represented severe but plausible scenarios in the context of solvency or
an appropriate period of time. liquidity. The Committee also considered a report from the external auditor.
The Committee concurred with management’s assessment and recommended the
viability statement to the Board.
The viability statement, together with further details on the assessment undertaken, is set
out on page 65.
:\ccoulltirlg The accounting treatment of The Committee reviewed management papers on key judgements, including those for
for significant significant property acquisitions, significant transactions, as well as the external auditor’s findings on these matters.
transactions  disposals, financing and leasing | particular, the Committee considered the accounting treatment of the share buyback
transactions is a recurring risk . . o
for the Group with non-standard programme, the sale Qf 5 Broadgate and the treatment of leasing transactions within the
. . . London Offices portfolio.
accounting entries required,
and in some cases management  The external auditor confirmed that management’s judgements in relation to these
judgement applied. transactions were appropriate and reasonable and the Committee agreed with this
conclusion.
REIT status Maintenance of the Group’s REIT ~ The Committee reviewed the Company’s compliance with the REIT tests. Management

status through compliance with
certain conditions has a significant
impact on the Group's results.

presented details of the methodology and results of their process for REIT testing, with
any change in long term trends, and the level of headroom, highlighted. The Committee
also considered the external auditor’s review of the REIT tests performed by management.

The Committee concluded that the Company’s REIT status had been maintained in
the year.

Valuation of

The valuation of investment and

The external valuers presented their reports to the Committee prior to the half year and

property development properties conducted full year results, providing an overview of the UK property market and summarising the
portfolio by external valuers is inherently performance of the Group's assets. Significant judgements were also highlighted.
subJectl_ve asitis undertaken " The Committee analysed the reports and reviewed the valuation outcomes, challenging
the basis of assumptions made by . . . . . .
. assumptions made where thought fit. In particular, with the implementation of the second
the valuers which may not prove . . . . o .
to be accurate stage of the new valuer appointment policy, the Committee paid specific attention to those
’ assets which were subject to a new valuation instruction during the year.
T.he _o_utcome of the valu_atlon > The Committee was satisfied with the valuation process and the effectiveness of the
significant to the Group in terms . . . .
of investment decisions. results Company’s valuers. The Committee also approved the relevant valuation disclosures to be
and remuneration ' included in the Annual Report.
Revenue For certain transactions, The Committee and the external auditor separately considered the appropriateness
recognition judgement is applied by of the accounting treatment applied by management in relation to revenue recognition.

management as to whether,
and to what extent, they should
be treated as revenue for the
financial year.

In particular, the Committee considered the treatment of the sale of third party property
management rights to Savills and the timing of contingent consideration and costs.

The Committee considered the scope of the accounting standard and agreed with the
reasonableness of judgements made.
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External Audit

PricewaterhouseCoopers LLP (PwC] was appointed as the Group’s
external auditor for the 2015 Annual Report following a formal
competitive tender. The Committee will consider the need for a
competitive tender for the role of external auditor every five years
and, in accordance with legislation and its own terms of reference,
will ensure that a competitive tender takes place at least every

10 years. The Group’s audit engagement partner is John Waters,
who has been in role since PwC's appointment, and as required by
the applicable legislation this Annual Report and Accounts will be
his final year as audit engagement partner. | would like to thank
John for his hard work and diligence over the last five years and,
following a rigorous selection process, welcome Sandra Dowling
as PwC'’s new appointment as audit engagement partner.

The Committee has also considered the rationale for a competitive
tender following PwC's fifth year of appointment as external
auditor. In our view, given the knowledge, the robustness of
challenge and the continuing effectiveness of PwC in their role

as external auditor, the Committee believe it is in the best interests
of shareholders for PwC to remain as external auditor for the
following financial year. The Committee will continue to review this
annually ahead of the requirement for a competitive tender within
10 years as defined by legislation.

There are no contractual obligations in place which would restrict
the Committee’s selection of a different auditor.

The Committee is responsible for overseeing the relationship
with the external auditor and for considering their terms of
engagement, remuneration, effectiveness, independence and
continued objectivity. The Committee annually reviews the audit
requirements of the Group, for the business and in the context of
the external environment, placing great importance on ensuring
a high quality, effective external audit process.

Fees and non-audit services

The Committee discussed the audit fee for the 2019 Annual Report
with the external auditor and approved the proposed fee on behalf
of the Board.

In addition, the Group has adopted a policy for the provision of
non-audit services by the external auditor. The policy helps to
safeguard the external auditor’'s independence and objectivity. The
policy allows the external auditor to provide the following non-audit
services to British Land where they are considered to be the most
appropriate provider:

- audit related services: including formal reporting relating to
borrowings, shareholder and other circulars and work in respect
of acquisitions and disposals. In some circumstances, the
external auditor is required to carry out the work because of
their office. In other circumstances, selection would depend
on which firm was best suited to provide the services required

- sustainability assurance: PwC currently provides an assurance
opinion to the Company over selected sustainability data. This
appointment is reviewed annually.

In addition, the following protocols apply to non-audit fees:

- total non-audit fees are limited to 70% of the audit fees in
any one year. Additionally, the ratio of audit to non-audit fees
is calculated in line with the methodology set out in the
2014 EU Regulations

- Committee approval is required where there might be questions
as to whether the external auditor has a conflict of interest

- the Audit Committee Chairman is required to approve in advance
each additional project or incremental fee between £25,000 and
£100,000, and Committee approval is required for any additional
projects over £100,000.

During the year the engagement relating to sustainability
assurance was approved by the Audit Committee Chairman on the
basis that PwC were best placed to provide the service and that it
created no conflict of interest with their role as external auditor.

Total fees for non-audit services amounted to £0.1m, which
represents 23% of the total Group audit fees payable for the year
ended 31 March 2019. Details of all fees charged by the external
auditor during the year are set out on page 132.

The Committee is satisfied that the Company has complied with
the provisions of the Statutory Audit Services for Large Companies
Market Investigation (Mandatory Use of Competitive Processes and
Audit Committee Responsibilities) Order 2014, published by the
Competition and Markets Authority on 26 September 2014.

Effectiveness

Assessment of the annual evaluation of the external auditor’s
performance was undertaken by way of a questionnaire completed
by key stakeholders across the Group, including senior members
of the Finance team. The review took into account the quality of
planning, delivery and execution of the audit (including the audit

of subsidiary companies), the technical competence and strategic
knowledge of the audit team and the effectiveness of reporting
and communication between the audit team and management.

PwC also provide the Committee with an annual report on its
independence, objectivity and compliance with statutory, regulatory
and ethical standards. For the year ended 31 March 2019, as for
the prior year, the external auditor confirmed that it continued to
maintain appropriate internal safeguards to ensure its
independence and objectivity.

The Committee concluded that the quality of the external auditor’s
work, and the knowledge and competence of the audit team, had
been maintained at an appropriate standard during the year.

The Committee therefore recommended to the Board that a
resolution to reappoint PwC as external auditor of the Company
be put to shareholders at the 2019 AGM.
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REPORT OF THE AUDIT COMMITTEE CONTINUED

Internal Audit

The role of Internal Audit is to act as an independent and objective
assurance function, designed to improve the effectiveness of the
governance, risk management and internal controls framework
in mitigating the key risks of British Land. Ernst & Young LLP (EY)
continue to provide internal audit services to British Land and
attended all Committee meetings to present their audit findings
and the status of management actions.

During the year, the Committee reviewed and approved the annual
internal audit plan, including consideration of the plan’s alignment
to the principal risks of the Group and its joint ventures. Internal
audits completed during the year included those in relation to
cybersecurity, GDPR programme design effectiveness, health and
safety and environmental governance, tax and crisis management.
Overall, no significant control issues were identified although
several process and control improvements were proposed, with
follow up audits scheduled where necessary.

Effectiveness

The annual effectiveness review of the internal auditor included
consideration of the Internal Audit charter which defines EY's

role and responsibilities, review of the quality of the audit work
undertaken and the skills and competence of the audit teams.

The Committee concluded that EY continued to discharge its duties
as internal auditor effectively and should continue in the role for
the year commencing 1 April 2019.

Risk management and internal controls

The Board has delegated responsibility for overseeing the
effectiveness of the Group's risk management and internal control
systems to the Committee. The Committee has oversight of

the activities of the executive Risk Committee, receiving minutes
of all Risk Committee meetings and discussing any significant
matters raised.

At the full and half year, the Committee reviewed the Group’s
principal risks including consideration of how risk exposures
have changed during the period and any emerging risks in the
Company’s risk register. Both external and internal risks are
reviewed and their effect on the Company’s strategic aims
considered. The Committee considered the Group’s risk appetite,
concluding that it remains set at an appropriate level to achieve
the Group’s strategic goals without taking undue risk. The Board
accepted the Committee’s recommendation for the Group's risk
appetite, ensuring that it was set at an appropriate level to achieve
strategic goals without taking undue risk.

The Committee also reviewed the status of key risk indicators
throughout the year against the risk appetite set, focusing on any
which were outside optimal ranges. The Committee gave particular
attention to the risks relating to tenant credit risk exposure as well
as continuing and increasing political uncertainty around the UK's
decision to leave the EU.
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Half yearly, in conjunction with the internal auditor, management
reports to the Committee on the effectiveness of internal controls,
highlighting control issues identified through the exceptions
reporting process. Risk areas identified are considered for
incorporation in the Internal Audit plan and the findings of internal
audits are taken into account when identifying and evaluating
risks within the business. Key observations and management
actions are reported to, and debated by, the Committee. For the
year ended 31 March 2019, the Committee has not identified,

nor been advised of, a failing or weakness which it has deemed

to be significant.

At the request of the Remuneration Committee, the Committee
considers annually the level of risk taken by management

and whether this affects the performance of the Company. The
Remuneration Committee takes this confirmation into account
when determining incentive awards granted to the Executive
Directors and senior management. Taking into account reports
received on internal key controls and risk management, and the
results of the internal audit reviews, the Committee concluded
that for the year ended 31 March 2019 there was no evidence of
excessive risk taking by management which ought to be taken
into account by the Remuneration Committee when determining
incentive awards.

The Group's whistleblowing arrangements which enable all staff,
including temporary and agency staff, suppliers and occupiers to
report any suspected wrongdoing remained unchanged during
the year. These arrangements, which are monitored by the
General Counsel and Company Secretary and reviewed by the
Committee annually, include an independent and confidential
whistleblowing service provided by a third party. The Committee
received a summary of all whistleblowing reports received
during the year and concluded that each had been dealt

with appropriately.

The Committee also reviewed the Group's tax strategy which sets
out the Group’s approach to risk management and governance in
relation to UK taxation, its attitude towards tax planning, the level
of risk the Group is prepared to accept in relation to tax and

its relationship with HM Revenue & Customs. The resulting
document (‘Our Approach to Tax’) was approved by the

Board and is available on the Company’s website
(britishland.com/governancel.

Additional information on the Company’s internal controls systems
is set out in the ‘Managing risk in delivering our strategy’ section
on pages 54 to 57.



Investment and development property valuations

The external valuation of British Land’s property portfolio is a key
determinant of the Group’s balance sheet, its performance and the
remuneration of the Executive Directors and senior management.
The Committee is committed to the rigorous monitoring and
review of the effectiveness of its valuers as well as the valuation
process itself. The Group's valuers are now CBRE, Knight Frank,
Jones Lang LaSalle (JLL) and Cushman & Wakefield.

The Committee reviews the effectiveness of the external valuers
bi-annually, focusing on a quantitative analysis of capital values,
yield benchmarking, availability of comparable market evidence
and major outliers to subsector movements, with an annual
qualitative review of the level of service received from each valuer.

The valuers attend Committee meetings at which the full and half
year valuations are discussed, presenting their reports which
include details of the valuation process, market conditions and
any significant judgements made. The external auditor reviews
the valuations and valuation process, having had full access to
the valuers to determine that due process had been followed

and appropriate information used, before separately reporting its
findings to the Committee. The valuation process is also subject
to regular review by Internal Audit.

British Land has fixed fee arrangements in place with the valuers
in relation to the valuation of wholly-owned assets, in line with
the recommendations of the Carsberg Committee Report.
Copies of the valuation certificates of CBRE, Knight Frank,

JLL and Cushman & Wakefield can be found on our website

at britishland.com/reports.

Focus for the coming year

During the year ending 31 March 2020 the Committee will
continue to focus on the processes by which the Board identifies,
assesses, monitors, manages and mitigates risk, particularly in
light of the challenging conditions within the retail sector. The
Committee will also continue to monitor key risk areas for the
business, particularly those scheduled for review by Internal Audit
including, but not limited to, non-development related supplier risk
management and financial IT system upgrades. The Committee
will have particular interest in the new reporting requirements
arising from the 2018 UK Corporate Governance Code and will
describe in the 2020 Annual Report how they have been met.

British Land | Annual Report and Accounts 2019

85



THE REPORT OF THE NOMINATION COMMITTEE

The Committeee leads
the process for Board

appointments

s

Welcome to the report of the Nomination Committee for the year
ended 31 March 2019.

Role and responsibilities
The Committee’s principal responsibilities remain:

- reviewing the structure, size and composition (including the
skills, knowledge and experience and diversity) of the Board
and its Committees and recommending changes to the Board

- considering succession planning for Directors and other
senior executives

- reviewing the independence and time commitment
requirements of Non-Executive Directors

- making recommendations as to the Directors standing for
election or re-election at the AGM.

Full details of the Committee’s role and responsibilities are
set out in its terms of reference available on our website at
britishland.com/committees.

Committee composition and governance

The Committee has three members: William Jackson and

Tim Score, both independent Non-Executive Directors, while |
continue to Chair the Committee. | refer you to the page opposite
for William Jackson'’s report on the process for appointing my
successor as Chairman, in which | took no part.

Details of the Committee’s membership and attendance at
meetings is set out in the following table and the table on page 87:

Date of Committee

Director Position appointment Attendance
John Gildersleeve Chairman 1Jan 2013 1/1
William Jackson Member 11 Apr 2011 1/1
Tim Score Member 1 Apr 2017 1/1
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Diversity

The Committee, the Board of Directors and British Land as a
whole continue to pay full regard to the benefits of diversity,
including gender diversity, both when searching for candidates
for Board appointments and when the Company is searching for
candidates for other appointments.

The Committee’s Board Diversity and Inclusion Policy aspires

for women to represent 30% of Board membership by 2020, as
well as having regard to other aspects of diversity when making
recruitment decisions at both Board and senior management level.

British Land currently has three female Board members: Lynn
Gladden, Laura Wade-Gery and Rebecca Worthington, all of whom
are Non-Executive Directors. Following Tim Roberts and Charles
Maudsley stepping down from the Board, this represents 27%
female Board membership (2018: 25%). Following my departure
after the 2019 AGM, our target of 30% will have been achieved.

The Board Diversity and Inclusion Policy also sets out British
Land’s commitment to strengthen the gender balance on British
Land’s leadership and senior management teams. Further
information on diversity within British Land is available on our
website britishland.com/inclusive-culture.

We recently published our gender pay gap report. The report
is available on our website britishland.com/gender-pay-gap
and summarised on page 90.

Board membership

The Committee regularly reviews the structure, size and composition
of the Board in order to ensure it is made up of the right people with
the requisite skills and experience, including diversity of thought and
approach, who can provide strong and effective leadership to the
business and support delivery of the Company’s strategy.

Succession planning

The Committee is responsible for reviewing the succession plans for
the Board, including the Chief Executive. The succession plans for

the Executive Directors are prepared on immediate, medium and long
term bases while those for Non-Executive Directors reflect the need
to refresh the Board regularly. Such plans take account of the tenure
of individual members. The Committee’s review of Executive Director
succession plans includes consideration of the process for talent
development within the organisation to create a pipeline to the Board.

The Chief Executive, with the support of the HR Director, is responsible
for developing succession plans for executives and senior management
which are presented to and considered by the Committee.

A number of issues that would normally be dealt with by the
Committee were discussed at full Board meetings, so as to give
the Board the benefit of hearing the presentations and discussion
first hand. The succession plans for Executive Directors and senior
managers were presented and discussed with the full Board in
May 2018. Similarly, the changes to the numbers of Executive
Directors on the Board were discussed in January with the Board
(excluding the potentially conflicted Executive Directors).



Appointment of new Chairman

In light of the 2018 UK Corporate Governance Code, | led an
expanded Nomination Committee which met three times to
consider the succession plan for the role of Chairman. The
expanded Committee included all Non-Executive Directors
with the exception of John Gildersleeve and Tim Score (who
had expressed interest in the role).

This Committee was assisted by Luke Meynell of Russell
Reynolds Associates, who produced a list of 10 external
potential candidates, of whom five were women and two

were from ethnic minorities, who were capable of fulfilling the
job description, met the personal characteristics required and
were interested in the position of a FTSE 100 Chairman. All
were ranked according to the evidence they displayed of
having met the criteria required in the categories of Board/
listed company experience, property exposure, style/cultural
fit and capacity.

The Committee considered the merits of an internal candidate
as opposed to an external candidate takin