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Pillar Property Group Limited

REPORT OF THE DIRECTORS
for the year ended 31 March 2012

The directors submit their report and financial statements for the year ended 31 March 2012

Principal activities

The company s a wholly owned subsidiary of The Bntish Land Company PLC and operates as a constituent of The British
Land Company PLC group of companies (the "group”) The company's principal activity 1s that of an investment holding
company in the United Kingdom (UK)

Business review

As shown in the company's profit and loss account on page 5, the company's turnover 1s £6,128 compared to a turnover of
£nil in the pnior year and profit before tax has increased significantly over the prior year

Dividends of £nil (2011 £nil) were paid in the year Dividends paid are shown n note 11

The balance sheet on page 7 shows that the company's financial position at the year end 1s, th net asset terms, consistent
with the prior year

The performance of the group, which includes the company, is discussed in the group’s annual report which does not form
part of this report

Details of significant events since the balance sheet date, If any, are contained in note 15

Risk management
This company 1s part of a large property investment group As such, the fundamental underlying nsks for this company are
those of the properly group as discussed below

The company generates returns to shareholders through long-term investment decisions requining the evaluation of
opportunities ansing in the following areas

- demand for space from occupiers against available supply,

- identification and execution of Investment and development strategies which are value enhancing,

- availability of financing or refinancing at an acceptable cost,

- economic cycles, including therr iImpact on tenant covenant quality, interest rates, inflation and property values,
- legislative changes, including planning consents and taxation,

- engagement of development contractors with strong covenants,

- key staff changes, and

- environmental and health and safety policies

These opportunilies also represent risks, the most significant being change to the value of the property portfolio This risk has
high visibility to sermor executives and 15 considered and managed on a continuous basis Executives use their knowledge and
expenence to knowingly accept a measured degree of market risk

The company's preference for pnime assets and their secure long term contracted rental income, primarily with upward
only rent review clauses, presents lower risks than many other property portfolios

The company has no third party debt it therefore has no interest rate exposure

The directors consider the company to be a going concern and the accounts are prepared on this basis Details of this are
shown In note 1 of the financial statements







Pilar Property Group Limited

REPORT OF THE DIRECTORS
for the year ended 31 March 2012

Environment

Across the group, The British Land Company PLC recognises the importance of its environmental responsibiliies, monitors its
impact on the environment, and designs and impiements policies to reduce any damage that might be caused by the group's
activites The company cperates in accordance with group peolicies The group's full corporate responsibility report 15 available
online at www britishland com/crRepori2012

Directors

The directors who served during the year were

B T Grose
P J Martin

Directors’ responsitilities statement

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

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
elected to prepare financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kihgdom Accounting Standards and applicable law) Under company law the directors must not approve the financial
statements unless they are sauisfied that they give a true and fair view of the state of affairs of the company and of the profit or
loss of the company for that period

In preparing these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgments and accounting estimates that are reasonable and prudent,

- state whether applicable UK Accounting Standards have been followed, and

- prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the company
will continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with Companies Act 2006 They are also responsible for safeguarding the assets
of the company and hence for taking reasonable steps for the prevention and detection of fraud and other irregulanties

Payments policy

In the absence of dispute, amounts due to trade and other suppliers are settled as expeditiously as possible within their terms
of payment Payments are admuristered on a consistent basis throughout the group by The Brtish Land Company PLC whose
supphers’ days outstanding at 31 March 2012 were 29 (2011 29)
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REPORT QOF THE DIRECTORS
for the year ended 31 March 2012

Disclosure of information to Auditor

Each of the persons who Is a director at the date of approval of thus report confirms that

(a) so far as the director 1s aware, there 1s no relevant audit iInformation of which the company's auditor 1s unaware, and

(b) the director has taken all the steps that he ought to have taken as a director in order to make humself aware of any relevant

audit information and to establish that the company's auditor 1s aware of that information

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

Auditor

Deloitte LLP have indicated therr willingness to continue in office and will be re-appomted at the end of the "next period for
appointing auditor” as defined by s485(2) of the Companies Act 2008

This report was approved by the Board on (5 -ﬁ’l/\%k/kg’t' 2012 .

L A/\Mé
P J Martin
Secretary




Pillar Property Group Limited

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
Pillar Property Group Limited
for the year ended 31 March 2012

We have audited the financial statements of Pillar Property Group Limited for the year ended 31 March 2012 which comprise
the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains and Losses and the related notes 1
to 16 The financial reporting framework that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilittes of directors and auditor

As explained more fully in the Directors' Responsibilities Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and express an
opinion on the financial statements n accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financal statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused bty fraud or error
This includes an assessment of whether the accounting policies are appropriate to the company's circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements In additton, we read all the financial and non-financial
information in the annual report to identify matenal inconsistencies with the audited financial statements If we become aware
of any apparent misstatements or inconsistencies we consider the imphcations for our report

Opinion on financial statements
In our opinion the financial statements

- give a true and fair view of the state of the company's affawrs as at 31 March 2012 and of #s profit for the year then
ended,

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

- have been prepared in accordance with the requirements of the Companies Act 2006

Optmion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared I1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you If, In
our optnion

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

- the financial statements are not in agreement with the accounting records and returns, or

- certamn disclosures of directors' remuneration specified by law are not made, or

- we have not received all the information and explanations we require for our audrt

A\f 5\/&: A%

Andrew Swarbrlck BA FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Cambndge, UK

T Ayt Tot- .




Pillar Property Group Limited

PROFIT AND LOSS ACCOUNT
for the year ended 31 March 2012

Note
Turnover
Rental income
Fees and commissions
Other trading income
Total turnover
Cost of sales
Gross profit
Administrative expenses

Exceptional tem - write back of provision 8

Operating profit

Profit on disposal of properties

Profit (loss) on disposal of investments

Write up (down) of investments in subsidiaries

Dividends receivable
Profit on ordinary activities before interest

Interest receivable
Group
Associated companies
External - other

Interest payable
Group
Associated companies
Externail - bank overdrafts and loans
- other loans
Profit on ordinary activities before taxation 2

Taxation 4

Prafit for the financial year 11

Turnover and results are denved from continuing operations within the Umted Kingdom The company has only cne
significant class of business, that of an investment holding company in the United Kingdom

2012 2011
£ £

6,128 )
6,128 N
6,128 ;

- 402,089
8,850,000 ;
8,856,128 402,089
- 2)
8,856,128 402,087
83,931 71,378
8,940,059 473,465
8,940,050 473465




Pillar Property Group Limited

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2012

2012 2011

£ £

Profit on ordinary activities after taxation 8,840,059 473,465
Unrealised surplus (deficit) on revaluation of investment properties - -
Total recognised gains and losses relating to the financial year 8,940,059 473,485







Fixed assets
Investment properties
Investments

Current assets
Debtors - due within one year
Cash and deposits

Creditors due within one year

Net current assets

Total assets less current babithties

Creditors due after one year

Net assets
Capital and reserves

Called up share capital

Share premium

Merger reserve

Hedging and translation reserve
Profit and loss account

Shareholders’ funds

Pillar Property Group Limited

BALANCE SHEET
as at 31 March 2012

Note

10
11
11
11
11

1

2012
£ £
107,618,218
107,618,218
233,932,519
4,696,146
238,628,665

(12,912,141)

225,716,524

333,334,742

333,334,742

—r——— L

42,193,542
169,073,128
2,854,000
307,353
118,906,719

333,334,742

—_—

2011
£ £
107,618,218
107,618,218
230,584,187
4,696,146
235,280,333

(18,503,868)

216,776,465

324,394,683

324,394,683

42,193,542
169,073,128
2,854,000
307,353
109,966,660

324,394,683

The financial statements of Pillar Property Group Limited, company number 2570618, were approved by the Board of

Directors on €& Au&)gk
Wop | Mdld
e, i

Director

2012 and signed on its behalf by




Pillar Property Group Limited

Notes to the accounts
for the year ended 31 March 2012

1 Accounting policies

The pnncipal accounting policies adopted by the directors are summansed below They have been appled consistently
throughout the current and previous year

These financial statements are designed to cover a wide variety of companies and circumstances As a result some notes or
some enines in the pnmary statements or the notes may not be relevant for this company and so may be left blank
intentionally

Accounting basis

The financial statements are prepared in accordance with applicable United Kingdom law and Accounting Standards and under
the historical cost convention as modified by the revaluation of investment properties and other fixed asset investments

Where the company has subsidiaries, it has taken advantage of the exemption from prepanng conselidated financial
statements afforded by Section 400 of the Companies Act 2006 because it 1s a wholly owned subsidiary of another company
Group financial statements, which include the company, for The Briish Land Company PLC are publicly available (see note
186)

Basis of preparation

The directors consider that the company has adequate resources to continue trading for the foreseeable future, with no
external borrowings and a working capital cycle enabling the company to meet all habilties as they fall due

As a consequence of this the directors feel that the company i1s well placed to manage its business risks successfully in the
current economic climate Accordingly, they believe the going concern basis 1s an appropriate one

Cash flow statement
The company I1s exempt under FRS 1 (Revised) from prepanng a cash flow statement
Properties

Properties are externally valued on an open market basis at the balance sheet date Investment and development properties
are recorded at valuation Any surplus or deficit ansing 1s transferred to revaluation reserve, unless a deficit 1s expected to be
permanent, in which case 1t Is charged to the profit and loss account Disposals are recognised on completion profit on
disposal 1s determined as the difference between sales proceeds and the carrying amount of the asset at the commencement
of the accounting penod plus additions 1n the period

in accordance with Statement of Standard Accounting Practice 19, no depreciation i1s provided in respect of investment
property The directors consider that this accounting policy, which represents a departure from the statutory accounting rules,
Is necessary to provide a true and fair view The financial effect of the departure from these rules cannot reasonably be
quantfied as depreciation i1s only one of the many factors reflected in the annual valuation and the amount which might
otherwise have been shown cannot be separately identified or quantified Where properties held for investment are
appropriated to trading stock, they are transferred at market value

A property ceases {o be treated as a development on practical completion

In determining whether leases and related properties represent operating or finance leases, consideration 1s given to
whether the tenant or landlord bears the risks and rewards of ownership




Pillar Property Group Limited

Notes to the accounts
for the year ended 31 March 2012

1 Accounting policies (continued)

Investments

Fixed asset investments are stated at the lower of cost and the underlying net asset value of the nvestments

Taxation

Current tax 15 based on taxable profit for the year and 1s calculated using tax rates that have been enacted or substantively
enacted Taxable profit differs from net profit as reported in the profit and loss account because it excludes tems of income or
expense that are not taxable (or tax deductible) In particular the group (including this company) became a REIT on 1 January
2007 and income and gains on qualifying assets are now exempt from taxation

Deferred tax 1s recognised in respect of all timing differences that have onginated but not reversed at the balance sheet date
where transactions or events that result in an obligatton to pay more tax in the future or a nght to pay less tax in the future
have occurred at the balance sheet date Timing differences are differences between the company’s taxable profils and its
results as stated in the financial statements that arise from the inclusion of gains and losses In tax assessments In penods
different from those in which they are recogrised in the financial statements A net deferred tax asset 1s regarded as
recoverable and therefore recognised only when, on the basis of all avallable evidence, 1t can be regarded as more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Net rental income

Rental iIncome ts recogmised on an accruals basis A rent adjustment based on open market estimated rental value 1s
recognised from the rent review date in refation to unsettled rent reviews Where a rent free period 1s included in a lease, the
rental income foregone is allocated evenly over the period from the date of lease commencement to the next rent review date
Rental income from fixed and minimum guaranteed rent reviews s recognised on a straight-ine basis over the shorter of the
entire lease term or the penod to the first break option Where such rental income 1s recogrised ahead of the related cash
flow, an adjustment 1s made to ensure the carrying value of the related property including the accrued rent does not exceed
the external valuation

Inittat direct costs incurred in negotiating and arranging a new lease are amortised on a straight-line basis over the period from
the date of lease commencement to the next rent review date

Where a lease incentive payment, including surrender prermums paid, does not enhance the value of a property, it is
amortised on a straight-line basis over the period from the date of lease commencement to the next rent review date
Upon recerpt of a surrender premium for the early determination of a lease, the profit, net of dilapidations and
non-recoverable outgoings relating to the lease concerned 1s immediately reflected in income




Pillar Property Group Limited

Notes to the accounts
for the year ended 31 March 2012

2 Profit on ordinary activities before taxation

Auditor's remuneration
A notional charge of £1,240 (2011 £1,200) per company 15 deemed payable to Deloitte LLP in respect of the audit of the
financial statements Actual amounts payable to Deloitte LLP are paid at group level by The Briish Land Company PLC

No non-audit fees (2011  £nil) were paid to Deloitte LLP

3 Staff costs
No director received any remuneration for services to the company 1n either year

Average number of employees, excluding directors, of the company durnng the year was nil (2011 - nil)

4 Taxation 2012 2011
£ £

Current tax

UK corporation tax - -

Adjustments 1n respect of pnior years - -

Total current taxation charge {cred:t) - -

Deferred tax
Ongination and reversal of timing differences - -
Prior year items

Totat deferred tax charge (credit) - -

Total taxation charge {credit) - -

Tax reconcihation

Profit on ordinary activities before taxation 8,940,059 473,465
Tax on profit on ordinary activities at UK corporation tax rate of 26% (2011 28%) 2,324,415 132,570
Effects of

REIT conversion charge - -
REIT exempt income and gains - .

Capital allowances (4.214) (5,673)
Tax losses and other timing differences - -
(Income not taxable) expenses not deductible for tax purposes - 1
Transfer prncing adjustments - 223,889
Group relef (claimed) surrendered for nil consideration {2,320,201) (350,787)

Adjustments in respect of prior years - -

Current tax charge {(credit) - -

tn March 2012, the UK Government announced a reduction in the standard rate of UK corporation tax to 24% effective 1 April
2012 and to 23% effective 1 Apnl 2013 These rate reductions became substantively enacied in March 2012 and July 2012,
respectively The UK Government also proposed to further reduce the standard rate of the UK Corporation tax to 22% effective
1 Apnil 2014, but this change has not yet been substantively enacted The effect of these tax rate reductions on the deferred
tax balance will be accounted for in the period in which the tax rate reducticns are substantively enacted

10




5 Investment properties

At valuation

1 Apnl 2011

Additions

Disposals

Revaluation surplus (deficit)

31 March 2012

Analysis of cost and
valuation

31 March 2012
Cost

Revaluation

Net book value
1 Apnl 2011

Cost
Revaluation

Net book vaiue

Pillar Property Group Limited

Notes to the accounts

for the year ended 31 March 2012

Development
£

Freehold

£

Long
leasehold
£

Short
leasehold
£

Total

Properties were valued as at 31 March 2012 by Kmight Frank LLP con the basis of Market Value, in accordance with
the RICS Valuation — Professional Standards 2012, Eighth Edition, published by The Roya! Institution of Chartered

Sdrveyors

"
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Notes to the accounts
for the year ended 31 March 2012

6 Investments

Shares In Other
subsidianes investments Total
£ £ £

At cost or underlying net asset value of investment
1 Aprl 2011 107,618,168 50 107,618,218
Additions - - -
Disposals - - -
Provision written-back (wntten-down) - - -
31 March 2012 107,618,168 50 107,618,218
Provision for underlying net asset change
1 Apnl 2011 (95,061,817) - (85.061,817)
Provision written-back {written-down} - - .
Disposals - - .
31 March 2012 (95.061,817) - (95,061,817)
At cost
31 March 2012 202,679,985 50 202,680,035
1 Apnl 2011 202,679,985 50 202,680,035

As permitted by Section 410 (1) of the Companies Act 2006, particulars of the significant direct and indirect subsidary
undertakings are shawn below as a full list of this infermation would be of unduly excessive length A complete hst of Group

undertakings will be filed with the Annual Return

Subsidiary

Pillar Retail Parks Limited
Brtish Land Hercules Limited
Pillar City Plc

Principal Activity

Investment holding company

Investment holding company

Investment holding company

Pillar Denton Limited Property investment

Pillar Broadway Limited Hold warranties

Briish Land Investment Management Limited Unregulated celiective investment schemes

12

Interest
100%
100%
100%
100%
100%
100%

Country

England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales




Pillar Property Group LLimited

Notes to the accounts
for the year ended 31 March 2012

7 Debtors

Current debtors (receivable within one year)

Trade debtors

Amounts owed by group companies - current accounts
Amounts owed by associated companies - current accounts
Corporation tax

Other debtors

Prepayments and accrued income

2012 2011

£ £
233,902,014: 230,553,682-
30.505_ 30,505-
233,932,519 230,584,187

Included In prepayments and accrued income 1s an amount of £nil (2011 £nul), relating to lease incentives, and an amount of
£nil (2011 £ni!) refating to a fixed and guaranteed rent review debtor, which are amortised over the period to the next rent

review which may be due after more than one year

8 Creditors due within one year

Trade creditors

Amounts owed to group companies - current accounts
Amounts owed to associated companies - current accounts
Corparation tax

Other taxation and social securnty

Other creditors

Accruals and deferred income

Amounts owed tE) fellow group companies are repayable on demand

13

2012 2011

£ £

- 167
3,945,711 4,462,179
959,622 959,622
6,808 231,900
8,000,000 4,000,000
- 8,850,000
12,912,141 18,503,868

There 1s no interest charged on these balances
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Notes to the accounts
for the year ended 31 March 2012

9 Creditors due after one year (including borrowings)

2012 2011
£ £
Debentures and loans due 1 to 2 years - -
due 2 to 5 years - -
due after 5 years - -
10 Share capital
2012 2011
£ £
Issued share capital - allotted, called up and fully paid
Ordinary Shares of 29 7/17p each
Balance as at 1 Apnl and as at 31 March 143,458,042 shares 42,193,542 42 193,542

14
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Notes to the accounts
for the year ended 31 March 2012

11 Reconcihation of movements in shareholders’ funds and reserves

Hedging &
Share Share Merger transiation Profit and
capiial premium reserve reserve loss account Total
£ £ £ £ £ £

Opening shareholders' funds 42,193,542 169,073,128 2,854,000 307,353 109,966,660 324,394,683
Profit for the financial year - - - - 8,940,059 8,940,059
Dividends - - - - - -
Shares allotted in the year - - - - R _
Unrealised surplus {deficit) on
revaluation of investment
properties - - - - - -
Realisation of prior year
revaluations - - - - - .
Closing shareholders’ funds 42,193,542 169,073,128 2,854,000 307,353 118,906,719 333,334,742

15




Pillar Property Group Limited

Notes to the accounts
for the year ended 31 March 2012

12 Capital commitments
The company had capital commitments contracted as at 31 March 2012 of £mf (2011 £mil)

13 Contingent habiiities

The company 1s jointly and severally liable with British Land Fund Management Limited and fellow subsidianes for all monies
falling due under the group VAT registration

14 Related parties

The company has taken advantage of the exemption granted to wholly owned subsidiaries not to disclose transactions with
group companies under the provisions of Financial Reporting Standard 8

15 Subsequent events

There have been no significant events since the year end

16 Immedate parent and ultimate holding company

The immediate parent company is British Land Fund Management Limited

The Bntish Land Company PLC 1s the smallest and largest group for which group accounts are available and which include the

company The ultimate holding company and controiling party 1s The British Land Company PLC  Group accounts for this
company are available on request from Bntish Land, York House, 45 Seymour Street, London, W1H 7LX

16




