
People making property work
Annual Report 2007





Land Securities Annual Report 2007

4
8

10
12
14
24
25
34

Report of the Directors

44
54
64
68
70
74
78
79

Investor Information

124
125
133
134

135
136

 ibc

Summaries, analysis and 
information on properties, 
contracts and related subjects 
for shareholders.

Report from the Directors 
on the key strategic, financial
and operational developments 
during the year.

Financial Statements 

88
89
90
90

91
92
93

Statements presenting
the essential numbers, 
including the independent 
auditors’ report.

What is it that makes a property work?
What makes one development popular 

and famous when so many others lack 
identity and vitality?

What turns an unloved, inefficient building 
into a highly valued, high-performing asset?
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The answer is simple. People.
Complex developments, fast-moving retail 

environments, world-class offices, outsourced 
facilities – all require the talent and dedication 
of experts if they are to thrive.
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We believe success comes from uniting our 
exceptional people with the very best suppliers 
and partners. And inspiring that team to keep 
finding new and better ways to make property 
work – for our customers, and their customers.
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All you need to know

Our strategy

Our strategy is to invest in 
commercial property in sectors 
where we have expertise and 
operational skills which provide 
competitive advantage. In these 
sectors we will apply our risk 
management skills and we will 
actively recycle capital with a 
view to delivering total returns 
in excess of our cost of equity.

There are certain core values 
that form the foundation of 
Land Securities. They embody 
the way in which employees 
and service partners work 
together to deliver effective 
customer relationships.
The values are: 
   Customer Service 
   Respect
   Integrity 
   Excellence 
   Innovation

Our visionOur values

 1,500
People who work for us

Awards and accreditation

Chart 1:
Combined portfolio value £14.8bn

7.27.5

0.1

Our vision is ‘bringing property 
to life’. We will go beyond bricks 
and mortar, through design, 
community engagement and 
customer service to create places 
where people choose to shop, 
are proud to work and want 
to live.

Land Securities is one of  the world’s five largest Real Estate 
Investment Trusts. Our national portfolio of commercial property 
includes some of UK’s best-known shopping centres and landmarks.

We are leading urban renaissance through our multi-billion 
pound development programme, transforming regional city centres 
and key sites in Central London. We are also one of the leading 
names in Property Partnerships, and are involved in long-term, 
large-scale regeneration projects in the south east.

Investor in People 
accreditation 

Property Company 
of the Year: Property Week

Property Company of 
the Year: Estates Gazette

Best Corporate Website: 
Corporate Comms magazine

Developer of the Year:
Property Week

Environmental 
Impact Award: Business 
in the Community

Winner of ‘For Telling It 

How It Is’: Building Public 
Trust Awards

Construction Client 
of the Year:
Building magazine
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All you need to know continued

This business unit includes shopping centres, 
retail warehouses, shops outside London, 
shops held through the Metro Shopping 
Fund LP, regional offices and other 
regional properties. 

Key points:
   29 shopping centres and 31 retail parks
   1.8 million m2 of retail accommodation
   approximately 1,700 retailer occupiers
   nearly 300 million shopper visits per year
   development pipeline for some 255,000m2

of retail led space

This business unit includes all London 
offices and London retail, but excludes those 
assets held in the Metro Shopping Fund LP. 

Key points:
   over one million m2 of office 

and retail accommodation
   more than 50,000 people work 

in offices owned by us
   provides accommodation for over 

400 organisations
   potential to develop 600,000m2

of commercial and residential space 
over next 10 years

This business unit is engaged in long-term 
property outsourcing partnerships with 
public sector organisations including DWP, 
DVLA and Royal Mail and with corporates 
including Norwich Union, Barclays and 
Accor Hotels. We have interests in 105 Public 
Private Partnership (PPP) projects in areas 
such as schools, hospitals, secure 
accommodation and offices. 

Key points:
   3.4 million m2 across 2,024 properties 

in property outsourcing partnerships
   1.4 million m2 of PPP project floorspace
   average length of property outsourcing 

partnership contracts is 24 years with 
gross income of £794m

   Property Partnerships employs 
919 people across the UK

*Land Securities Trillium, which we previously described as our 
property outsourcing business, is now known as Land Securities 
Trillium Property Partnerships as a result of our expansion into 
the PPP/Private Finance Initiative (PFI) markets.

Investment PPP/Property outsourcing

How we own:

Land Securities Group

Property development Property servicesAsset management

What we do:

Urban Community 
Development

See pages 64–67

Retail Portfolio
See pages 34–43

Property Partnerships*
See pages 54–63

London Portfolio
See pages 44–53

This business unit includes shopping centres, 
retail warehouses, shops outside London, 
shops held through the Metro Shopping 
Fund LP, regional offices and other 
regional properties. 

Key points:
   29 shopping centres and 31 retail parks
   1.8 million m2 of retail accommodation
   approximately 1,700 retailer occupiers
   nearly 300 million shopper visits per year
   development pipeline for some 255,000m2

of retail led space

This business unit includes all London 
offices and London retail, but excludes those 
assets held in the Metro Shopping Fund LP. 

Key points:
   over one million m2 of office 

and retail accommodation
   more than 50,000 people work 

in offices owned by us
   provides accommodation for over 

400 organisations
   potential to develop 600,000m2

of commercial and residential space 
over next 10 years

This business unit is engaged in long-term 
property outsourcing partnerships with 
public sector organisations including DWP, 
DVLA and Royal Mail and with corporates 
including Norwich Union, Barclays and 
Accor Hotels. We have interests in 105 Public 
Private Partnership (PPP) projects in areas 
such as schools, hospitals, secure 
accommodation and offices. 

Key points:
   3.4 million m2 across 2,024 properties 

in property outsourcing partnerships
   1.4 million m2 of PPP project floorspace
   average length of property outsourcing 

partnership contracts is 24 years with
gross income of £794m

   Property Partnerships employs 
919 people across the UK

* Land Securities Trillium, which we previously described as our 
property outsourcing business, is now known as Land Securities 
Trillium Property Partnerships as a result of our expansion into 
the PPP/Private Finance Initiative (PFI) markets.

How we own:

Land Securities Group

What we do:

Urban Community 
Development

See pages 64–67

Retail Portfolio
See pages 34–43

Property Partnerships*
See pages 54–63

London Portfolio
See pages 44–53
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All you need to know continued

£15.5bn
Properties we own

648,900m2
Developments in the pipeline

Please see page 8 for a 
succinct performance 
overview.

On pages 54–63 we 
talk in more detail about 
how we are supporting 
our clients.

Great teams are vital 
to our success. We talk 
more about our people 
on pages 22–23.

These define the key 
objectives we have set 
for ourselves, and the 
progress we have made.

At Land Securities our core purpose is making property work. 
This simple statement masks the enormous influence we have 
on the day-to-day lives of thousands of people across the UK.
   For occupiers and clients it means providing buildings 

and services which help them to operate successfully every day
   For communities it means providing the buildings and places 

where people live, work and relax
   For our people it is the satisfaction of the positive impact 

we have on communities
   For shareholders it is the investment returns that we generate

Our offer to investors

   A commitment to the creation 
of attractive and sustainable 
returns through our activities 
in the UK property market

   A strategic focus on our 
customers

   Market leading positions 
in three sectors:
–  Retail
– Central London offices
– Property Partnerships

  Cash flow through quarterly 
dividend payments

  Potential for capital and 
revenue growth through:
–  Superior management 

of assets
–  New property 

outsourcing business
  Aiming to be recognised 
as the UK’s leading 
property company
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All you need to know continued

To create sustainable long-term 
returns for shareholders

   Sustained real growth in adjusted 
earnings per share to be at least 3% per 
annum over rolling three year periods

   Annual revenue profit to exceed 
budget target

   IPD outperformance in each core sector 
and on an overall portfolio basis

   Over £15.6m of retail development 
lettings to be completed

   Over£32.1m of office development 
lettings to be completed

   Developments to be completed on 
budget and on time

   Secure two new business contracts, 
including one with a new client

   Overall customer satisfaction in Retail 
and London Portfolios to exceed targets

   90% satisfaction ratings from our largest 
outsourcing client

   Employee engagement to exceed 
ETS industry benchmark

   Adjusted earnings per share growth 
over three years to 31 March 2007 
exceeded RPI by 7.8% per annum

   Achieved for this financial year

   Outperformed IPD on an overall 
portfolio basis by 0.3%

   Underperformed IPD at the sector level

   Just under £9.7m of retail lettings 
achieved with a further £5.6m in 
solicitors’ hands

   Over £37.4m of lettings achieved
   Development schemes for BBC at 

Pacific Quay, Glasgow and Egton Wing, 
Broadcasting House, London, completed 
on budget and on time 

   Signed contract extensions with DVLA
and new clients Accor and Royal Mail

   Also completed acquisition of SMIF and 
remaining 50% of IIC

   Achieved in shopping centre portfolio, 
but not for London Offices or 
Retail Warehouses

   Achieved in year

   Exceeded with grand mean score 
of 3.13 (classified as excellent by our 
external survey provider) compared 
to benchmark figure of 2.96

   Group wide accreditation from 
Investors in People

To maximise the returns 
from the investment portfolio

To complete and let our 
development programme

To grow our Property 
Partnerships business by 
winning new contracts and 
expanding existing ones

Ensure high levels of 
customer satisfaction

Attract, develop, retain and 
motivate high-performance 
teams and individuals

Metric Progress

Key performance indicators

Objective
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Total dividend
up 13.5%

Combined portfolio valuation 
surplus of 10.6%

Performance overview

Pre-tax profit
down 16.1%

Revenue profit
up 0.2%

£1,979.1m £392.2m
2006 benefited from higher property revaluation 

surpluses and the exceptional profit on the sale 

of Telereal joint venture (£293.0m)

Our measure of the underlying pre-tax profit

53.0p
Final proposed dividend of 34.0p together with 

the interim dividend of 19.0p. Over three years 

the dividend has increased by 42.9% reflecting 

confidence in the business and REIT conversion

Net assets per share
up 44.3%

2304p
Increase driven by investment portfolio 

surplus and the release of deferred tax following 

REIT conversion

Adjusted diluted net assets 
per share up 14.1%

2181p
Substantial portfolio valuation surplus 

offset by REIT conversion charge

£1.4bn
Strong contribution from development activities 

as well as continued yield shift

Net assets per share* Dividends per share (p)

Welcome to our Annual Report for 2007 – another year of strong 
growth and positive change for Land Securities.
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  31/03/07  31/03/06  change %

Gross property income (including joint ventures)
Retail Portfolio   £406.2m   £371.8m   +9.3%
London Portfolio   £428.1m   £514.0m   -16.7%
Other investment portfolio   £91.2m   £88.8m   +2.7%
Property Partnerships   £797.2m  £1,013.6m  -21.3%

Total   £1,722.7m   £1,988.2m   -13.3%

Operating profit   £2,020.7m   £2,443.4m   -17.3%
Pre-tax profit   £1,979.1m   £2,359.2m   -16.1%
Revenue profit   £392.2m   £391.3m   +0.2%
Earnings per share   753.59p   357.95p   +110.5%
Adjusted diluted earnings per share   70.20p   70.47p   -0.4%
Dividends per share   53.0p   46.7p   +13.5%
Diluted net assets per share   2297p   1590p   +44.5%
Adjusted diluted net assets per share   2181p   1912p   +14.1%
Combined portfolio valuation   £14,752.5m   £12,892.9m   +14.4%
Net borrowings   £5,087.9m   £3,685.9m   +38.0%
Equity shareholders’ funds   £10,791.3m   £7,493.9m   +44.0%
Gearing (net)   47.1%  49.2%

Combined portfolio 

The combined portfolio on page 128, 
is the wholly-owned portfolio in our 
investment property business combined 
with our share of the value of properties held 
in joint ventures. Unless stated these are the 
pro-forma numbers we use when discussing 
the investment property business.

Revenue profit 

This is a measure of underlying profit 
before tax calculated by excluding from 
pre-tax profit the following: profits on the 
sale of non-current asset and trading 
properties; profits on long-term development 
contracts; revaluation surpluses; mark-to-
market adjustments on interest rate swaps 
and similar instruments used for hedging 
purposes; the adjustment to interest payable 
resulting from the amortisation of the bond 
exchange de-recognition; debt restructuring 
charges and any one-off exceptional items. 

Financial highlights

Adjusted diluted earnings per share 

These are based on revenue profits plus 
profits on trading properties and long-term 
development contracts, all after tax.

Adjusted diluted net assets per share 

This is often used to compare a property 
company’s net assets per share with the share 
price. It is calculated by dividing equity 
shareholders’ funds, adjusted primarily 
for the bond exchange de-recognition 
adjustment, by the number of shares in issue.

Performance overview continued

enue profits plus 
erties and long-term 
all after tax.
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(Chart 2)

(Table 3)

Chairman’s statement

£1.9bn
Investment in Property Partnerships and development

This is my first statement to you as Chairman of Land Securities. 
My predecessor, Peter Birch, stepped down from the Board on 
1 January 2007. Peter led a period of substantial change that 
has left the Group in good shape. The Board and I would like 
to thank him for his contribution. 

Chart 2
Land Securities returns (%)

Paul Myners
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Each year we report on key performance 
benchmarks, including those shown in Table 3

and Table 4, that help shareholders evaluate our 
performance against our major competitors and 
the underlying commercial property markets.

Chairman’s statement continued

Table 3

Total shareholder returns
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Chief Executive’s report

(Table 4)

Increase in floorspace under management 
by Land Securities Trillium

45%

Francis Salway

I am delighted that we achieved considerable success in implementing 
the two key objectives we set for the year. The first was to meet 
letting targets across our development programme. We exceeded 
our targets in leasing up some 143,000m2. The second objective 
was to grow Land Securities Trillium. We secured substantial new 
business opportunities resulting in floorspace under management 
increasing by 45%.

Table 4

Total property returns (%)
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Chief Executive’s report continued 

Group pre-tax return on equity

21.1%

Increase in dividend over three years

42.9%

Full year dividend per share

53.0p
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In this section:
  Conversion to REIT status
   Market dynamics and competitive landscape
  Key opportunities and risks
  Sustainable development

Business review

Chart 6

Active capital management (£m)

Receipt Investment

Land Securities Trillium disposals
Disposals
Property investment expenditure

Development expenditure
Land Securities Trillium acquisitions
Capital returns
Corporate acquisitions
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Chart 5

Floorspace under management (million m2)

Retail Portfolio
London Portfolio
Land Securities Trillium
Other

1.8
0.2

4.8
1.1

Our Business review follows the successful format we 
introduced a year ago. Certain sections remain largely 
unchanged from last year, notably the information 
relating to our business model and business risks. 
We have repeated these sections as investors new 
to our business may appreciate this information.

Growth in floorspace under management reflects 
a year of very strong new business performance 
by Land Securities Trillium.
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(Table 7)

Business review continued

£14.8bn
Land Securities combined portfolio value 
at 31 March 2007

Table 7

REIT rank at 31 March 2007

London continues to be a vibrant and growing 
centre for business, government, retail and tourism.
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Business review continued

Chart 9

Retail and London offices valuations at 31 March (£bn) 
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Chart 8
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With yields reducing, we have focused on areas 
where we can add value to gain higher returns, 
such as development and property outsourcing.

The following section talks about a number of key areas of 
interest, from our business model to customers, from risks to our 
approach to learning and development. Previous readers of our 
Annual Report may know much of what follows, but we feel this 
section will provide important background information for 
many people.
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Business review continued

Table 10

Table 10

Property investment – principal risks

How do we define an ‘investment property’?

An investment property is one held by an 
investor to deliver rental or capital growth, 
or both. A property’s value can change according 
to a number of factors, including rental growth 
prospects, the level of demand for property 
from investors, and exceptional strategic 
or location factors.

Table 11 

Group development activity
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The regeneration of the centre of Exeter is proving 
popular with local people and will put the city on 
the UK shopping map.

Business review continued

Table 11

(Table 12)

Table 13

Table 13
Property development – principal risks

£0.6bn
2006/07 expenditure on development

Along with many other property businesses, 
we are seeing inflationary pressure in our 
supply chain. In response, we have reviewed our 
procurement processes and supplier relationships, 
and we are introducing new approaches that better 
manage procurement and risk.

Table 12

Development stakeholder groups
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Business review continued

Table 14

Table 14
Sustainable development

4.8 million
Property Partnerships (m2)

Commercial accommodation 
under management

An increasing number of organisations and 
individuals care about the environment, so our 
commitment to sustainable development gives us 
a clear advantage when bidding for new contracts.

Last year we stated our intention to access 
the Public Private Partnership market – a major 
growth area for our property outsourcing business. 
Strengthened by our acquisition of SMIF, we are 
now a market-leading provider of PPP solutions.
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Business review continued

Table 15

Table 15

Property Partnerships – principal risks

We provide a full range of property 
management expertise, from cost-base 
analysis to cleaning.
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Business review continued

72,000m2
Landflex offices

We have two types of investment portfolio 
customer – retailers, and businesses and public 
sector bodies which occupy offices in London.
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Business review continued

83%
Employee satisfaction

of employees at Land Securities feel positive 
about their jobs

87%
Land Securities as an employer

of employees believe Land Securities 
is a better employer than other companies

Our annual employee engagement survey 
enables every Land Securities employee to comment 
on the Company, management, colleagues and their 
own performance.
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Business review continued

People are key to the success of our business 
and we value their talents and contribution at 
every level. Our Investor in People accreditation 
recognises the quality of the learning and 
development offering we provide.
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3.  Taxation on results post 1 January 2007

Profits made by Land Securities prior to 
conversion to a REIT on 1 January 2007 were 
subject to the normal UK taxation regime. 
Profits arising from qualifying properties 
subsequent to the conversion are exempt from 
UK corporation taxation. Approximately 
89% of  the Group’s activities qualify for tax 
exempt status and this has resulted in a 
reduction in the tax charge of  £100.1m. 

It should be noted that only £52.9m 
is a reduction in corporation tax (that is, a cash 
saving). The remainder is principally deferred 
tax on revaluation surpluses.

In future financial years, profits from 
qualifying properties will be exempt from 
UK corporation tax for the full year.

1.  Conversion charge

To convert to a REIT the Group is obliged 
to pay a one-off  conversion charge of  
approximately £315.0m. The conversion 
charge is calculated as 2% of  the Group’s 
REIT qualifying assets. The conversion 
charge represents a cash outflow, and will 
be paid in July 2007. The liability for the 
conversion charge has been provided for 
in these financial statements and has been 
classified as an exceptional item on our 
income statement.

2.  Release of  deferred tax

Deferred tax in respect of  qualifying activities 
that had been accrued prior to the conversion 
to a REIT has been released to the income 
statement as it is no longer required.

The deferred tax released relates 
primarily to revaluation surpluses 
(£1,962.4m), accelerated tax depreciation 
(£157.7m), and the bond exchange 
de-recognition adjustment (£157.1m). 
In addition to the £2,309.2m released in the 
Group, a further £98.0m has been released 
in the Group’s joint ventures. The deferred 
tax release is a non-cash item and has been 
treated as exceptional.

The impact of REITs

89%
Qualifying activitiesAs this is the first time we have reported our results as a REIT, 

we explain here what a REIT is and what conversion means 
for our financial results. 

Profits test: performance year to 31 March 2007

Assume no Tax saving Results
conversion Conversion  Deferred on exempt following
to a REIT charge tax release business conversion

£m £m £m £m £m

Profit before tax   1,979.1 – – – 1,979.1

Tax at 30% on profits   593.7 – – – 593.7
Non-taxable/disallowable items   (48.6) 315.0 (2,309.2) (100.1) (2,142.9)

Tax charge/(credit)   545.1 315.0 (2,309.2) (100.1) (1,549.2)

Key financial impacts of REIT conversion

What impact has converting to a REIT had on Land Securities’ 
financial statements? There have been three principal effects 
of converting to a REIT on 1 January 2007:
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In this section:
  Key financial results
  Earnings per share
  Drivers of performance
   Financing strategy and financial structure

Financial review

Table 16

Table 16

Principal changes in profit before tax and revenue profit

This year, our numbers reflect the impact of our 
conversion to REIT status from 1 January 2007. 
The impact on our dividends and the balance 
of business that we can conduct is outlined in 
this section.

Martin Greenslade
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Table 16

Table 17

Table 17

Reconciliation of profit before tax to revenue profit

Financial review continued

We are delighted to have a wide range 
of shareholders, from individuals to some 
of the world’s largest institutions.
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(Table 18)

Table 19

Table 19

REIT balance of business tests 

Financial review continued

53.0p
Total dividend per share

Table 18

Total dividend

Property Income Distribution (PID)

Who can claim exemption from deduction of withholding

tax on Property Income Distributions?1

UK companies
Charities
Local Authorities
UK Pension Schemes
Managers of PEPs, ISAs and Child Trust Funds

Who is unlikely to be able to claim exemption from deduction

of withholding tax on Property Income Distributions?

Overseas shareholders2

Individual private shareholders
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(Table 20)

(Table 21)

Financial review continued

We have invested £106m in Bankside 2&3 
(spend to date). 2007 will be a big year for the 
project, with completion due in the autumn. 

Table 21

Valuation and rental income summary

Table 20

Net assets
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Table 22

Table 22

Top six performing properties over £50m for Retail Portfolio and London Portfolio

Chart 23

Timing of  completion of  development pipeline 
(year to 31 March)

£m

Retail Portfolio – development programme
Retail Portfolio – development pipeline
London Portfolio – development programme
London Portfolio – development pipeline

For more information see Tables 35 and 43 .

0 150 300 450 600 750 900

2008

2009

2010
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Princesshay

New Street Square

Cabot Circus

St David’s 2

One New Change

20 Fenchurch Street

Park House

10 Eastbourne Terrace

The Elements

Bankside 2/3One Wood
Street

Dashwood
House

Queen
Anne’s Gate

Whitefriars

Financial review continued

Rents are reviewed in five-year cycles, as a result 
of which the current rents on the portfolio can be 
less than the estimated rental value of the property 
(ERV), in which case a property is described as 
having reversionary potential. Equally, as happened 
at the beginning of this decade in the London office 
markets, if the ERV drops below the current rent a 
property becomes over-rented. This, together with 
the level of vacancies (voids) across the portfolio, 
is an important factor in terms of future growth 
in income.
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Table 24

Table 24

Cash flow and net debt

Table 25,

Financial review continued

Table 25

Gearing
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Chart 26

Funding structure
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Chart 26

Chart 27.

Financial review continued

Chart 27
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Table 28

Principal financial risks

Financial review continued

Our new status as a REIT makes us more attractive 
to investors around the world and the proportion 
of international investors on our share register has 
increased over the year.
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Table 30

Analysis of equity shareholdings by size of holding 
at 31 March 2007

Chart 29

Geographical spread of  equity shareholders

% by region
UK
France
Netherlands
Europe other
USA
Asia
Other
Unidentified

18.4

51.1

1.88.4
6.9

10.0
2.3
1.1

Source: JP Morgan Cazenove

Financial review continued
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Consumers want easy access to the best retail 
brands and the promise of a great shopping 
experience. We’re enabling retailers to meet
demand by providing the thriving environments 
they need to increase footfall and sales. 
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Sandy Case
Orange Tree, Exeter

Land Securities Annual Report 2007
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“We’re a family-run retailer selling everything from furniture 
to handbags, with a strong emphasis on exclusivity and service. 
Princesshay gives us the right space in a vibrant environment 
that will attract the discerning local shoppers we currently 
lose to Bath or London. It’s a breath of fresh air for Exeter.”
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In this section:
  Market overview
  Our strategy
  Our performance
  Retail Portfolio development pipeline

Retail Portfolio

Our Retail Portfolio business represents 49.0% of the combined 
portfolio and produced £273.0m of the Group’s underlying 
operating profit. We own 1.8 million m2 of retail accommodation 
including 29 shopping centres and 31 retail parks. This represents 
a core market share of 5.8% and we have approximately 1,700 
occupiers across this portfolio. Many of our retail properties form 
the central shopping districts of major cities and towns across the 
UK and we estimate that 300 million visits are made by consumers 
to our retail destinations each year. We are also investing £1.1bn 
to create the next generation of  retail locations through a 255,000m2

development pipeline.

Table 33

Retail property – floorspace

Business review continued

Chart 31

Retail Portfolio by value £7.2bn

Shopping centres and shops
Retail warehouses
Other

4.6

2.3

0.3

Chart 32

UK retail sales growth (%)

Mar 03 Mar 04 Mar 05 Mar 06 Mar 07

-4

-2
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Source: British Retail Consortium/KPMG

Like-for-like sales
Total sales

Richard Akers
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Retail Portfolio

£7.2bn
Retail Portfolio value

Table 34

Retail Portfolio valuation and performance summary

Top 12 properties

Business review continued
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Retail Portfolio Business review continued

Our Princesshay development in Exeter has 
provided space for big name retail brands and local 
independent retailers, creating a lively mix of shops.
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Retail Portfolio

Table 35

Retail Portfolio development pipeline at 31 March 2007

Business review continued

Development timeline
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Retail Portfolio Business review continued

Total retail space (m2)

 1.8 million
Letting success in Princesshay, Exeter

85%
of space has already been let to the likes of 
Debenhams, River Island, Zara and Quiksilver

Through our development we have helped to 
rejuvenate Canterbury city centre, and higher 
visitor numbers have already been recorded.
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Table 35

Business review continued
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Retail Portfolio

Table 36
Customer satisfaction survey – Shopping centres

Table 37 
Customer satisfaction survey – Retail parks

Top Retail Portfolio properties over £50m by location
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Land Securities Development Manager, 

Willow Place, Corby

43

Land Securities Annual Report 2007

R
eport of the D

irectors

“When the foundries closed, Corby really suffered. Local people 
chose to shop anywhere but here, yet this is a great location, 
just an hour from London. Land Securities recognised the 
opportunity for renewal and expansion and is helping to lead 
Corby’s transformation. There’s an enormous amount to do, 
but the potential is extraordinary.”
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In a fast-changing world how do you create 
sustainable property assets? By drawing together 
experts – proven professionals with the foresight 
and capabilities required to future-proof 
the most complex developments.
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Rab Bennetts
Bennetts Associates, Architects
London

“Many more businesses have started to take sustainability 
seriously – the change is rapid and remarkable. Some are now 
asking for less energy-intensive air conditioning, for example. 
The team behind New Street Square anticipated this demand, 
and tenants can choose a system that reduces emissions by more 
than 50% compared to normal City of London benchmarks.”
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In this section:
  Market overview
  Our strategy
  Our performance
  London Portfolio’s development pipeline

London Portfolio

Our London Portfolio represents 50.6% of the combined portfolio 
and produced £270.5m of the Group’s underlying operating profit. 
We own 929,000m2 of office accommodation and 101,000m2

of retail floorspace. Our office portfolio represents approximately 
4.5% of the total London office floorspace with over 400 occupiers 
accommodating more than 50,000 people. We are investing 
£2.7bn on development to meet demand for effective modern 
business accommodation.

.

Business review continued

Chart 38
London Portfolio valuation breakdown £7.5bn

n Inner London offices
n West End offices
n Mid-town offices
n City offices
n London retail
n Other

0.9

2.7

1.3

1.2

1.2
0.2

Chart 39
West End and City vacancy rates (%)
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Source: Knight Frank LLP
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Mike Hussey
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(Table 41)

Table 40
Office floorspace by market and type of occupier

Top 12 properties

Business review continuedLondon Portfolio

New trends and overseas visitor numbers 
significantly affect retailers in London, so the 
2012 Olympics – and all the interest the Games are 
already creating – is good news for them and for us.



49

Land Securities Annual Report 2007

Business review continued

Table 41
London Portfolio valuation and performance summary

Chart 42
London office portfolio

£34.2ft2 – £368.1m2

£30.1ft2 – £324.3m2

London office portfolio1

£32.7ft2 – £351.8m2

£25.5ft2 – £274.2m2

London acquisitions2

1. Excluding voids and properties in the current development programme.
2. Acquisitions completed between 1 April 2006 and 31 March 2007.

Average passing rent Average ERV

London Portfolio
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Development timeline

Business review continuedLondon Portfolio

Creating an exceptional development requires 
many skills, not least extraordinary imagination. 
That’s why we seek out and work with some 
of the world’s best architects, like Jean Nouvel, 
the architect behind One New Change.

Successful development means thinking through 
what goes on inside and outside a building. We 
consult and involve local communities to ensure that 
what we do improves quality of life for everyone.



51

Land Securities Annual Report 2007

Table 43
London Portfolio development pipeline at 31 March 2007

Business review continuedLondon Portfolio
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25

SW6
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Table 44
Customer satisfaction survey – London offices

Table 43

Business review continuedLondon Portfolio

Top London Portfolio properties over £100m by location
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Wendy Franks
Land Securities Community 
Liaison Manager, 
Bankside 123

R
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irectors

“Involving the community in key decisions is the most effective 
way to develop trust. For example, we felt an artwork could 
provide a focal point for the wider refurbishment at Bankside. 
So we invited a public art panel that included local residents 
to take responsibility for the commission.”
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Working with QinetiQ , we’ve won an 
extraordinary opportunity to create and manage 
a world-class Ministry of Defence training centre 
at St Athan, South Wales. Our ability to identify 
partners with complementary expertise and 
create a winning team enables us to address 
major outsourcing opportunities. 
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Rebecca Francis
DVLA Contract Manager, 
Swansea

“The refurbishment works for me. My shabby, dated work space 
  has been transformed into a smart and fresh 21st Century office, 

with non-territorial working, pods for printers, and break out 
areas, all with good quality lighting, thank goodness.”
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In this section:
  Market overview
  Our strategy
  New contracts
  Our performance

Property Partnerships Business review continued

Chart 47
Existing portfolio by use

n Office
n Education
n Health
n Other

61%14%

8%

17%

A year ago we stated that Land Securities Trillium was 
positioned for a phase of further growth. This happened in the 
second half of the financial year under review. As a result, this 
business has grown from 3.3 million m2 to 4.8 million m2 of 
floorspace, with seven clients and 105 PPP contracts. We now 
provide accommodation services to more than 450,000 people.

Chart 48
Existing and potential contracts by floor area 
(million m2)

3.6

1.0

1.45

n Property outsourcing
n PPP
n Potential new business

Ian Ellis

Chart 45
History of Land Securities Trillium

Chart 46
The Land Securities Trillium business model
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Business review continuedProperty Partnerships

Chart 49
History of Property Partnerships

Our partnership with Royal Mail helps 
them concentrate on the things they do best.
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Business review continuedProperty Partnerships

At St Athan sophisticated next generation 
training methods – like virtual reality simulations 
and web-based e-learning – require sophisticated 
next generation facilities.

R
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Business review continuedProperty Partnerships

Chart 50

DWP contract growth and vacations (m2)

0 170 380 590 800

03/04

04/05

05/06

06/07

-250

Acquisitions
TIES
Vacations

We’re working in partnership with Accor Hotels; 
we look after the property so they can look 
after the people.
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Property Partnerships Business review continued

Table 51 
Land Securities Trillium financial results

By building and managing better schools 
we’re helping to make learning more effective, 
efficient and enjoyable.

R
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Table 53
Number of people by occupation

Business review continuedProperty Partnerships

Chart 52 
DWP customer satisfaction

n Customer satisfaction
n Performance deductions
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Chris Edwards
Chief Executive, 
Education Leeds

“Our fantastic partnership with Land Securities through 
Investors in the Community has delivered state-of-the-art facilities. 
The partnership works because we share a vision of brilliant 
learning and a commitment to creating inspiring learning places 
where children and young people can achieve their potential.”
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When you have teams of experts, skilled partners 
and a strong balance sheet you can move the earth. 
In Kent, for example, we’re transforming brownfield 
sites into exciting new places where 40,000 people 
will live, work and play.

R
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Urban Community Development seeks to generate high long-term 
returns from large scale mixed use residential led development 
projects. The continuing imbalance between supply and demand 
is creating strong growth in the residential markets within London 
and the south east, to our benefit.

Business review continuedUrban Community Development 
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“I’m helping to create new communities at Kent Thameside and 
the test I always apply is how would it be for my family if we lived 
there? Will it be safe, secure and exciting? Will there be great parks, 
schools and shops? Will there be lots of things for us all to do?”

Adam Cunnington
Land Securities Development Director, 
UCD

Adam’s children
Lucie & Emily

R
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Board of Directors

Francis Salway (49)
Executive Director

Appointed to the Board in September 2006 
and Chairman in January 2007. Member 
of the Court of the Bank of England and 
Chairman of Guardian Media Group plc, 
Tate and the Low Pay Commission. 
Also a Trustee of Glyndebourne and 
the Smith Institute.

Martin Greenslade (42)
Executive Director
Joined the Board as Group Finance Director 
in September 2005. Previously Group Finance 
Director of Alvis PLC and a member of the 
executive committee of Nordea’s investment 
banking division and Managing Director of its 
UK business. Also a Director of International 
Justice Mission UK.

David Rough (56)
Non-executive Director

Sir Winfried Bischoff (66) 
Non-executive Director

Joined the Board as a Non-executive 
Director in April 2002 and appointed Senior 
Independent Director in November 2003. 
Group Director (Investments) of Legal and 
General Group PLC until December 2001. 
A Non-executive Director of EMAP Group 
PLC and Xstrata Group PLC.

Appointed to the Board in November 1999. 
Chairman of Citigroup Europe, and a Non-
executive Director of The McGraw-Hill 
Companies, USA, Eli Lilly & Company, 
USA and Akbank, Turkey.

Joined the Group in October 2000. 
Previously an Investment Director at 
Standard Life Investments. He was 
appointed to the Board in April 2001. 
Appointed Group Chief Executive 
in July 2004. Also a Director of 
London First.

Paul Myners (59)
Chairman and Non-executive Director
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Board of Directors continued

Bo Lerenius (60)
Non-executive Director
Appointed to the Board as a Non-executive 
Director in June 2004. Chief Executive 
Officer and Vice Chairman of Stena Line 
AB until 1999. A Non-executive Director 
of Group 4 Securicor plc and Associated 
British Ports Holdings PLC (previously 
Chief Executive until March 2007).

Alison Carnwath (54)
Non-executive Director
Appointed to the Board as a Non-executive 
Director in September 2004. A Non-
executive Director of Friends Provident plc, 
Glas Cymru and Man Group plc and an 
independent Director of PACCAR Inc.

Ian Ellis (51)
Executive Director
Joined the Board in November 2002. An 
original member of the management team 
which set up Trillium. Previously Chief 
Executive of the investment management 
division of Insignia Richard Ellis. Chief 
Executive of Land Securities Trillium. 
Non-executive director of Rok plc.

Mike Hussey (41)
Executive Director
Appointed to the Board in September 2004 
after joining the Group as Development 
Director in 2002. Previously Head of 
Leasing and Marketing at Canary Wharf 
Group. Appointed Managing Director, 
London Portfolio in July 2004. A Director 
of New West End Company.

Richard Akers (45)
Executive Director
Joined the Board in May 2005, following 
his appointment as Managing Director, 
Retail Portfolio in July 2004. Joined the 
Group in 1995 and previously held the 
position of Head of Retail Portfolio 
Management.

Stuart Rose (58)
Non-executive Director
Joined the Board as a Non-executive 
Director in May 2003. Chief Executive 
of Marks & Spencer Group plc. Previously 
Chief Executive of Arcadia Group until 
December 2002. Chief Executive of Booker 
PLC from 1998 until 2000.
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Land Securities sees Corporate Responsibility (CR) as 
determining the manner in which the Company undertakes 
its business activities. It drives the business to achieve balance 
between its environmental, social and economic responsibilities.

To make CR issues relevant to the daily activities of our 
people our approach to CR is structured into the seven work 
streams summarised below, as we believe this stakeholder 
approach better ref lects the range of issues we face as a business. 
It also allows us to allocate clear responsibility for each group at 
senior management level.

Employees

Land Securities employs 
some 1,500 people across its 
business and we recognise the 
key contribution they make 
to our ongoing growth and 
success. Their wellbeing and 
professional development is 
central to the Group’s strategy 
to be the employer of choice 
in the property sector, 
recruiting and retaining high-
performing individuals. 

We believe customer service 
differentiates Land Securities 
from other providers of 
commercial property 
accommodation and services. 
Our aim is to provide best in class 
levels of service so that occupiers 
and clients choose Land Securities 
as their business partner. 

Customers 

We are involved in a wide range 
of community activities through 
our development programme, 
retail destinations and Property 
Partnership activities. We have 
seen our activities transform 
towns and cities and create a 
civic focus. There are numerous 
stakeholders with whom we 
build relationships, ranging 
from government and schools 
to local residents. 

Community

Suppliers

We recognise that we 
have a responsibility and 
an opportunity to influence 
suppliers and all business 
partners in the way in which 
they carry out their business. 
Working with suppliers whose 
values and cultures are 
complementary to our own 
helps to ensure high standards 
are maintained and that risks 
are managed effectively. 

Land Securities has a 
shareholder base of 
approximately 25,000. We 
encourage a two-way dialogue 
with existing and potential 
investors – private, debt and 
equity – and with other 
commentators. We believe 
our proactive approach will 
result in a better understanding 
of our business and a more 
open relationship. 

Investors

Health and safety underpins 
everything we do. We are 
committed to taking every 
reasonable step to secure 
the health and safety of our 
employees and anyone else 
who may be affected by our 
business activities. 

Health and safety

Our wide ranging activities 
have direct impacts on the built 
and surrounding environment, 
in particular the development 
of new sites and buildings. 
We also have a major role to 
play in ensuring our existing 
properties and those of our 
clients are managed to good 
environmental standards. 

Environment

Corporate responsibility
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Corporate responsibility continued

Business benefitStakeholder Areas of focus and measures 2006/07 activity highlights 2007/08 key targets*

Customers
Providing serviced 
accommodation and 
property solutions 
to a wide range 
of occupiers.

Health and safety
Affects all 
stakeholders and 
underpins all 
business activities.

Employees
Some 1,500 people 
are employed across 
the Group. 

Suppliers
Working with over 
5,000 suppliers to 
support our business 
activities. 

Community
Our activities 
enable us to become 
involved in a wide 
range of community 
initiatives.

Investors
Maintaining 
proactive 
communications 
with private, debt 
and equity investors.

Environment
Our activities 
impact on the built 
and surrounding 
environment.

Repeat business.
Scope extensions.
New contract wins.

Provision of safe and 
healthy environments 
for employees, 
customers, occupiers 
and members of the 
public. Enhances 
corporate reputation.

Supports our vision 
to be the leading 
employer in the 
property sector – 
‘recruiting and 
retaining high-
performing 
individuals’.

Ensure high 
standards are 
maintained and risks 
are minimised and 
managed effectively.

Support for 
development 
scheme planning 
approvals. A sense 
of ownership by 
community creating 
strong relationships.

Better understanding 
of our business and 
REIT environment.

Creating 
accommodation our 
customers require.

  Client and occupier 
communication and 
satisfaction

  Health and safety training
  Accident reporting
    Risk assessment and audits

  Communication and 
engagement

  Reward and recognition
  Learning and development
  Succession planning and 
talent management

  Diversity

  Investing in suppliers
  Sharing knowledge
  Monitoring supplier 
performance

  Charitable funds
  Employee volunteering
  Community consultation
  Community 
communication

  Shareholder analysis
  Analysis of investors’ 
meetings

  CR governance structures
  Awards

  External benchmarking
  Environmental assessments
  Recycling and waste 
management

  Energy use: CO2 emissions
  Water use
  Environmental innovation

  91% satisfaction rating 
on DWP Customer Survey

  Shopping centres achieved 
overall target

  Zero prohibition notices
  Health and safety training 
to all new starters and 30% 
of existing managers

Promoting family friendly 
policies, volunteering, 
payroll giving and CR
across the Group

  Out-performance on 
annual employee 
engagement survey

  Published ‘suppliers 
approach’ brochure 

  Integrating CR
requirements into supplier 
evaluation procedures

  Establishing the Land 
Securities Foundation

  Sponsor of national 
Story Quest initiative 
with Arts & Kids

  Socially responsible 
investor seminar at New 
Street Square development

  Two UKSA presentations 
and lunches

  Active participation 
in REITA seminars

  ISO 14001 accreditation 
across the Group

  BREEAM ratings achieved 
for all developments

  Increased shopping centre 
recycling from 26.6% in 
2006 to 37% in 2007

  Funded ‘Energy 
Innovation Group’

Host Energy and 
Environmental Efficiency 
workshops for customers 
at 12 managed properties 
across Retail and London 
Portfolios.

Ensure that 70% of 
Group contractors achieve 
the Construction Skills 
Certification Scheme 
(CSCS) accreditation.

Provide professional 
support to the Board of 
British Volleyball Federation 
in the development of its 
Business Plan.

Identify agencies to facilitate 
the recruitment of disabled 
and disadvantaged people in 
the Land Securities Trillium 
supply chain. 

Consult with 33% 
of schools in the Land 
Securities Trillium portfolio 
to develop the appropriate 
‘support programmes’.

Increase from 7% to 10% 
the number of investors 
subscribing to 
e-communications.

Design all new 
developments to be 20% 
below the Building 
Regulation requirements 
for CO2 emissions.
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Corporate responsibility continued

Table 54 
Performance highlights

  FTSE4Good, Dow Jones and World’s 100 
Sustainable companies indices.

  First property company to achieve ISO 14001 
certification across all property management 
and development activities covering the provision 
of retail, office and outsourced accommodation. 

  New Group energy policy on carbon offsetting.
  RoSPA Gold Award for health and 

safety practices.
  One-day programme for new employees with 

information provided on health and safety, core 
values and CR. 

  Publication of ‘Development and Sustainability’ 
and ‘Working with Land Securities’ documents 
to help our suppliers, contractors and consultants 
better understand our approach to development 
activity and procurement process.

  Granting over £200,000 to local community 
and voluntary groups through the Capital 
Commitment Fund in London, ARISE initiative 
in Leeds and the LINK fund in Kent, Thameside.

R
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Corporate governance

Table 55

Table 55
Attendance at Board and Committee meetings 
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Corporate governance continued
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Risk management

Table 57
Readers’ guide–
Key business risks, where they are discussed in this Annual Report or other Land Securities’ communications, and other risk management actions.

We rate each risk in terms of probability of occurrence and 
potential impact on performance, and we identify mitigating 
actions, control effectiveness and management responsibility.

Our approach is supported by an oversight structure. 
This includes the Audit Committee, which reviews on behalf 
of the Board the effectiveness of our risk management process. 

Throughout the Annual Report we provide detailed disclosure 
on risks, particularly those related to owning property, developing 
property, Property Partnerships and financial risks. Key social, 
ethical and environmental risks are outlined in the Corporate 
responsibility section. 

We have four categories of risk:

   External
   Organisational
   Property
   Operational

1 2 3 64 5

Chart 56 
Risk management process
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Directors’ remuneration report

Table 58 Chart 59

Table 58
Remuneration: summary of individual components

Chart 59 
Balance fixed versus variable pay (%)

Target Maximum

n Basic salary (excluding pension 
   contributions and benefits)
n Performance related bonus
n Value of shares vesting
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Table 60.

Table 61

Table 60
Criteria for Directors’ 2006/07 bonuses

Table 61
Additional bonus opportunity – targets

Land Securities Annual Report 2007

Directors’ remuneration report continued
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Directors’ remuneration report continued

Land Securities Annual Report 2007

Table 62

(Table 63)

Table 64

Table 66.

Table 62
Annual bonus payouts
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Table 65a

Table 65

Table 63
Performance shares* (audited)

Directors’ remuneration report continued

Table 64
LTIP and matching shares* (audited)

Land Securities Annual Report 2007
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Directors’ remuneration report continued

Land Securities Annual Report 2007

Table 65a
Directors’ emoluments (£’000)(audited)

Table 65b
Directors’ emoluments (£’000)(audited)

Table 3
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Directors’ remuneration report continued

Land Securities Annual Report 2007

Table 66
Directors’ options over ordinary shares (audited)

(Table 68)

Table 67
Directors’ shareholdings/deferred shares

Table 68
Defined benefit pension scheme (audited)
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Directors’ remuneration report continued

Land Securities Annual Report 2007

Table 69

Table 69
Non-executive Directors’ date of appointment

Table 70

Table 70
Executive Directors’ date of appointment

Table 67
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Directors’ remuneration report continued

Land Securities Annual Report 2007

Chart 71a

(Chart 71b)

Sir Winfried Bischoff

Table 72
Substantial Shareholders

P M Dudgeon

Report of the Directors
Additional disclosures

Chart 71a
Total shareholder return
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Chart 71b
Total shareholder return
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Directors’ statements of responsibilities 
in respect of the Annual Report, the Directors’ remuneration report and the financial statements

P M Dudgeon
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Financial Statem
ents

PricewaterhouseCoopers LLP

Independent auditors’ report
to the members of Land Securities Group PLC 
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Income statement
for the year ended 31 March 2007

Statement of recognised income and expense
for the year ended 31 March 2007
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Financial Statem
ents

F W Salway M F Greenslade

Balance sheets
at 31 March 2007
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Cash flow statements
for the year ended 31 March 2007
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Financial Statem
ents

Notes to the financial statements
for the year ended 31 March 2007
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Notes to the financial statements continued
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Notes to the financial statements continued



111

Land Securities Annual Report 2007

Financial Statem
ents

Notes to the financial statements continued



Land Securities Annual Report 2007

112
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Notes to the financial statements continued



121

Land Securities Annual Report 2007

Financial Statem
ents

Notes to the financial statements continued



Land Securities Annual Report 2007

122

Notes to the financial statements continued
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Business analysis
In this section we provide information about our major 
investment properties, development programme and property 
outsourcing contracts to help you understand more about our 
business activities. The detailed list of major property holdings 
is found on our website at www.landsecurities.com

Combined portfolio valuation

£14.8bn
Table 73 
Long-term performance relative to IPD
Ungeared total returns – periods to 31 March 2007

Table 74 
One-year performance relative to IPD
Ungeared total returns – period to 31 March 2007

Roll-up, roll-up... at Cabot Circus we will 
be opening more than 90,000m2 of first class 
mixed use space, right in the heart of Bristol.
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Business analysis continued

Top 12 properties

Table 77
Average rents at 31 March 2007

55.6%

5.6%

7.3%

14.6%

6.3%

10.6%

Table 76 
Portfolio by value and number of property
holdings at 31 March 2007

Table 75 
Combined portfolio value by location
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Business analysis continued

Table 79 
Like-for-like reversionary potential 
at 31 March 2007

Table 78 
Top 12 occupiers

£7.2bn
Total Retail Portfolio

Total London Portfolio

£7.5bn

Major occupiers
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Liability Limitation Statement

What would you 
like to know about 
Land Securities?

Annual Report

   All you need to know about us
    Performance overview for financial 

year 2006/07
    Chairman’s statement
    Chief Executive’s report
   Business and Financial review
   The impact of REITs
   Performance of Retail Portfolio, London 

Portfolio and Property Partnerships
   Board of Directors
   Corporate responsibility summary
   Corporate governance
    Risk management
   Directors’ remuneration report
   Financial statements
   Business analysis
    Investor information

Corporate Responsibility Report

   Our approach to corporate responsibility
    Our response to climate change
    Corporate responsibility stakeholders
   2006/07 activities and achievements
   2007/08 targets and 2010 objectives
   Future challenges

    Our vision, strategy, objectives and values
    Information on our Retail Portfolio, 

London Portfolio and Property 
Partnerships

    Structure and Senior Management at 
Land Securities

    Latest information for investors
    Corporate responsibility
    Media centre
    Working at Land Securities
    Awards and memberships
    FAQs
    Contact details

Website 
www.landsecurities.com



Contact details
If  you have any comments in respect to this year’s 
Annual Report please contact:

Investor Relations Department
Land Securities Group PLC
5 Strand
London WC2N 5AF

T: +44(0)20 7413 9000
E: investor.relations@landsecurities.com
www.landsecurities.com

If  you have any other comments or queries on any aspect 
of  our business, please do not hesitate to contact us as above 
and we will pass your enquiry on to the relevant individual. 

A big thank you to everyone who has 

contributed to another successful year 

at Land Securities.
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