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Building on our
competitive advantages
First to opportunities,

in shape to act

Three years ago we set out our strategy to
create sustainable value - focusing on areas
where we have a genuine competitive
advantage, underpinned by the strength of our
balance sheet. Since then, we have sold mature
London offices and made acquisitions that
bring value, opportunity and long-term growth.
And we've restructured our business to bring

us closer to our customers and better able to
take advantage of the changes on the horizon.

High-quality offices, in the right locations,
continue to attract new businesses and

talent; the future of major retail destinations

is more positive than many people thought
three years ago; and there remains a structural
need to remodel city centres in a sustainable
way. With flexibility on the timing of any
future capital commitments, we are ready

to seize the opportunities this new market
environment presents.

But our strategy is about more than buildings.
It's built on a vision and commitment to

shape successful and sustainable urban places
where our customers can achieve their goals
and our communities can realise their potential.
With the quality of our portfolio, expertise

of our people and strength of our customer
relationships underpinning our business, this
strategy is the right one and we are well
positioned to continue to pursue it.
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Our areas of focus e Who we are

We are one of the leading
real estate companies in

the UK. We create places
that make a lasting positive
contribution to our
communities and our planet.
We bring people together,
forming connections with
each other and the spaces

we create.
Valuation

f bn
6.2
Sustainable places.

Central
Connecting communities.
LO n d O n Realising potential. Three

principles to live by, they
articulate what we want

to achieve, and the benefits
and experiences we will
create for our stakeholders,
Valuation now and in the future.

£1 .9bn

M Our performance
Retail

Our purpose

— Read more on page 17

VALUATION
— Read more on page 18
2022 £12.0bn
Valuation
EPRA EARNINGS
£0.8br
2022 £355m

Mixed-use
urban

Read more on

2022 37.0p

DIVIDEND PER SHARE



002 Landsec Annual Report 2023 m . n E Strategic Report

Chairman’s statement

This is our third year executing
on a clear strategy for the
business under Mark and

his team.

Progressing our Strategy

In Central London we have continued
developing best-in-class assets, while
recycling capital where appropriate.

During the year we sold 21 Moorfields, EC2,

a complex development nearing completion
that showcased Landsec’s deep development
expertise during the life of the project. We
also sold One New Street Square, a recent
development as part of a larger estate,

let on a long lease to Deloitte. These two
significant sales in the City reduce our overall
exposure to this sub-market, and re-balance
our portfolio towards London’s West End
and a portfolio increasingly focused on

the best quality space. We have several
developments ongoing in the rest of London
and are seeing healthy demand for flexible
and environmentally friendly space amongst
a wide range of customers.

We have also continued to strengthen our
retail portfolio, signing exciting new lettings
in our major retail destinations and acquiring
the outstanding 50% of St David’s centre

in Cardiff that we did not already own. We
continue to focus on investing as appropriate
in our leading retail destinations, which
post-pandemic have recovered well, proving
that consumers value the experience of the
best physical retail.

We have made progress on some exciting
mixed-use opportunities as well, and our

“It has been a year of team hos shown creativity and resi!ignge
. . unlocking some complex opportunities in
activity and progress

London and Manchester. For example we
ogainst objectives, obtained planning consent for our 1,800

. homes masterplan at a site on the Finchle
despite the backdrop of $ ’

Road previously used for retail.
a challenging market as

) . , Managing returns
interest rates have risen.

While our strategy has remained clear and
appropriate, the external macroeconomic
environment over the last year has been
difficult in the UK. Rising inflation and
interest rates have created headwinds for

4

Chairman
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business, and rising yields have driven
down valuations, with a knock on impact
on share prices. As a business we have
re-focused on the levers within our control
as we await more stable conditions.

The Board and management are always
focused on disciplined capital allocation,
and managing the balance sheet
effectively. Against a backdrop of rising
interest rates and reducing values, our
proactive approach to disposals means
that our loan to value ratio has nonetheless
fallen and stands at a sustainable 31.7%.
We were pleased with the issue of our
innovative Green bond in March as part

of our ongoing bond issuance programme.

A key part of our strategy is to provide
shareholders with a predictable dividend
each year, underpinned by high-quality
earnings across our portfolio. The Board
is focused on the resilience of underlying
earnings, and factors in income
considerations when approving sales or
investments. The organisational review
undertaken this year should generate
efficiencies to offset inflation in the near
term. We appreciate that for most of
our shareholders our dividends are an
important attraction, especially when
capital returns are volatile.

Our organisation and culture

Since Mark joined the business we have
been focused on ensuring that Landsec is
fit for the future, especially in light of the
upheavals in our market caused by the
pandemic and macroeconomic change.
Over the last year the structure of the
organisation has been re-aligned to our
future strategy, becoming flatter and
more streamlined. We have added external
customer facing, data and technology
skills to our senior team, and we now have
a clear roadmap for digital transformation.
While we have been sad to see some
long-term colleagues leave as part of this
project, we are very positive about the
impact on our culture and efficiency that
these changes are bringing. We continue
to be committed to making Landsec’s
workforce truly reflective of the diverse
customers and communities that we serve
see pages 35-38.

Our sustainability agenda

We continue to be proud of our sector-
leading position on sustainability issues, but
are not complacent with the level of change
and investment that will be needed to make
our existing assets more environmentally
friendly. We are also driving necessary
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innovation in our developments and have
just completed The Forge in Southwark,

our first Net Zero carbon building powered
entirely by renewable energy. Science Based
Targets are once again embedded in the ESG
objectives in management remuneration
schemes (see page 109).

Board changes

Good governance continues to be
fundamental to the long-term success

of Landsec, and in line with governance
guidelines this will be my last letter to you

as | hand over to my successor. It has been

a privilege to serve nine years on the Landsec
Board, five as your Chairman. We announced
in January that Sir lan Cheshire will succeed
me. lan has already joined the Board, and
brings deep experience as a chair and leader
to Landsec. | hope some of you will have the
opportunity to meet him around the AGM.

There have been other Board changes of
note during the year. Colette O'Shea stepped
down as COO of the Company, following
a restructuring of the executive team.
Colette had been with Landsec for many
years and made a significant contribution
to the development and management

of our portfolio, in London in particular.
The Board is grateful for the commitment,
insight and empathy she brought, and we
wish her well for the future.

We welcomed Miles Roberts to the Board

in September. Miles is a serving CEO, and
also brings deep experience as a NED across
several sectors. He has been a very positive
addition to the Board and Committees.

Looking forward

Overall the Board is confident that Landsec
is well positioned relative to others in the
sector, with a clear and appropriate
strategy and strong management team to
deliver it. | would like to thank our Landsec
colleagues for all their efforts over the year.
Going forward | wish the Company, the
Board and stakeholders all future success.

Gesinds. oy

Cressida Hogg
Chairman
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Introduction to Sir lan Cheshire
On behalf of the Board | would like

to thank Cressida for her invaluable
contribution during her time on the
Board and as Chairman of Landsec.
The business has benefited considerably
from her experience and leadership.
Cressida’s influence and oversight have
been significant in getting us to the
strong strategic position we are in
today, despite the significant challenges
faced by this business during the
pandemic and more recent
macroeconomic challenges.

| am excited and honoured to be taking
over as Chair at a time of opportunity
for significant development of the
business in the coming years.

Since joining the Board in March, | have
spent time visiting Landsec locations
and meeting members of the senior
team and getting to understand

more about the business. | am hugely
impressed with the work Mark and his
team are leading to drive the business
forwards with strategic investments
and disposals, stronger customer focus
and operational performance and a
more agile culture.

| am looking forward to working with
Mark and the Board on behalf of all
of our stakeholders, to continue with
this clear strategic momentum.

Sir lan Cheshire
Non-executive Director
and Chair Designate
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Chief Executive’s statement

Actively executing on our strategy.
Well positioned in a changing market.
The strategy we launched in late 2020 was
based on two key principles of sustainable
value creation: focusing our resources
where we have a genuine competitive
advantage, and maintaining a strong
balance sheet. Back then, interest rates
and property yields in many sectors were
at or near all-time low levels, making

asset values in these sectors look expensive,
yet since then external market conditions
have changed materially, in particular

over the last 12 months. Despite enduring
customer demand driving rents and
occupancy higher, increasing interest rates
meant the value of our portfolio was down
7.7% for the year, as an average 50bps rise
in valuation yields offset an overall 3.6%
ERV growth.

Whereas many slowed or paused activity

in response, we have remained active,
pragmatic and future-focused in executing
our strategy during the year. We sold £1.4bn
of London offices where our ability to add
further value was limited, bringing total
office disposals since late 2020 to £2.2bn,
with an average yield of 4.4%, on average
just 4% below book value. We selectively
invested where we saw value, for example
buying the debt secured on St David’s,
Cardiff at an implied property yield of 9.7%.
We kept to programme on new developments
by committing to early works during the
political turmoil in the autumn whilst
keeping flexibility on c.£400m of future
spend, which we now expect to commit

to shortly. And we issued a £400m Green
bond, to pro-actively extend our sector-
leading debt maturities even further.

“Having made considerable

Our areas of competitive advantage remain:

plrefe)risgs @il Ells Strqtegy i) our high-quality portfolio; ii) the strength
over the last couple of years, of our customer relationships; and i) our

Landsec is well ploced to ability to unlock complex opportunities

q - through our development and asset
drive |°n9'term QFOWth- management expertise. Despite the change

in market conditions, these strengths are
clearly reflected in our strong operational
performance during the year and we expect
these to persist going forward.

Chief Executive
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This is supported by the strength of our
capital base. With a 31.7% LTV and net
debt/EBITDA of 7.0x at the year-end our
leverage is low; at 10.3 years our average
debt maturity is long; and we have no need
to refinance any debt until 2026. We have
also created more optionality in our
attractive pipeline and as a result of our
strategic choices and decisive action since
late 2020, we are well placed to take
advantage of the opportunities that will
undoubtedly emerge in a new higher rate,
higher yield environment.

Delivering continued growth

in operational results

As people choose to spend time together
in inspiring places, be it to work, shop or
spend their leisure time, our customers
increasingly focus on the best space in the
best locations to attract the right talent
and consumers. Building on the positive
momentum our focus on growing customer
relationships has started to drive over the
past three years, we have delivered further
growth in operational results.

EPRA EPS for the year increased to 53.1
pence, or 50.1 pence on an underlying basis,
excluding the benefit of a £22m increase

in surrender premiums received during the
year. Underlying EPRA EPS was up 4.4%

vs the prior year, towards the high end

of our guidance of low to mid-single digit
percentage growth. This was supported by
growth in like-for-like net rental income of
6.0%, which more than offset the impact
from our £1.4bn of disposals and our
significant deleveraging. In line with growth
in underlying earnings, our dividend for the
year is up 4.3% to 38.6 pence, reflecting a
dividend cover of 1.3 times.

Our strong leasing activity drove 3.6%

ERV growth, with positive growth across all
four segments of our portfolio, reflecting
its enduring appeal to customers. Still,

the sharp increase in bond yields over

the past 12 months put upwards pressure
on valuation yields, leaving our overall
portfolio value down 7.7% for the year.
Notwithstanding our strong operational
results and growth in earnings, EPRA NTA
per share therefore was down 11.9% to 936
pence, resulting in a total return on equity
of -8.3%.

Our strategy

Our strategy is focused on three areas -
Central London offices, major retail
destinations and mixed-use urban
neighbourhoods. Each of these benefits
from growing demand for high-quality,
sustainable space, which continues to drive
rental growth. Whilst the proportions of use
differ, there is increasingly more that unites
these areas than divides them, as the lines
between where people want to work, live
and spend their leisure time blur. What
binds these areas together is the enduring
importance of a sense of place.

Whilst our strategic focus remains the
right one, economic and financial market
conditions have changed materially over
the past year. Interest rates have risen
sharply in response to higher inflation and
credit conditions are tightening, resulting
in reduced lending and increased credit
margins. It is impossible for us to predict
where interest rates will settle over time,
but taking a long-term view, it seems clear
to us that the ultra-low rates over the prior
decade were the aberration, not the
adjustment over the past year.
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This is important for a number of reasons.
Firstly, the strategy we set out in late 2020
was never built on a premise that low
interest rates would persist forever. Neither
are our actions now based on the hope that
markets will just “return to normal” and
interest rates come back down sharply if
we wait long enough. They might, but this
seems unlikely to us and hope is not a
strategy, so we have not and will not base
our decision-making on this. Our disposal
of £1.4bn of mature offices over the past
year is testament to this.

Secondly, and most importantly, this
adjustment plays directly to the strengths we
have been building since late 2020. At that
time, it was difficult for us to find value in

a world where excess liquidity and zero
interest rates meant there was invariably
someone prepared to borrow more at
artificially low costs and pay more. However,
since last summer, property values have
been quick to adjust to the new reality of

a higher cost of capital, similar to equities
and bonds. The full effect of increased
borrowing costs will likely only work its

way through the system over time, but

this should lead to attractive opportunities
for us.

Since late 2020 our focus has been on

i) focusing our new investment where

we have a genuine competitive advantage
that enables us to create long-term value;
i) the sale of £2.2bn of London offices
where yields were low and we had little
opportunity to add further value; and

iii) maintaining capital discipline. As a
result, we are well placed now.

To further support this, improve scalability
and increase pace, we started a review of
our operating model a year ago, with a
view of creating a more agile, efficient
culture, with less internal complexity and
more external focus. We have built, or are
on track to build, market-leading operating
platforms in each of the three areas we
operate in. We have started to see the
benefits from this so despite high inflation,
we expect overhead costs for the current
year to reduce slightly vs last year.
Supplemented by ongoing investment in
our systems, we have clear visibility on the
further efficiencies this will drive over time.

Whilst part of the property market is busy
looking backwards to deal with leverage

or refinancing issues, we have the rare
opportunity to look forward to future
growth. Part of this will be funded by our
significant headroom and residual c.£1.6bn
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Chief Executive’s statement

continued

capital recycling programme. However,
the extent of the opportunity in our office
and mixed-use pipelines, and for accretive
external growth, is such that this will likely
exceed our own balance sheet capacity
over time. Capital discipline remains our
priority, so we plan to explore opportunities
to enhance our own investment in future
growth with other sources of capital, to
accelerate our overall growth, capitalise
on the platform value we are creating,
and enhance our return on equity.

Creating value through our
competitive advantages

Our value creation remains underpinned
by our key competitive advantages: our
high-quality portfolio; the strength of

our customer relationships; and our
ability to unlock complex opportunities.
Customer demand continues to bifurcate,
with growing demand for modern,
sustainable space in those locations with
the best amenities in London and fewer,
but bigger and better stores in key locations
in retail. Supply of both is limited, which is
driving growth in rental values across our
core portfolio.

In London, where 74% of our portfolio

is now located in the vibrant West End

and Southwark markets, up from 58%

in 2020, we completed £43m of leases,

on average 3% above ERV, with a further
£6m in solicitors’ hands, 19% ahead of ERV.
As a result, occupancy increased 110bps

t0 95.9% and at 99.5% occupancy our
West End offices are effectively full - both
substantially ahead of the wider market.
This drove 4.7% ERV growth, which is at the
high end of our guidance. As demand for
grade A space remains strong and supply is
low, we expect continued low to mid single
digit percent ERV growth this year.

Across our major retail destinations, where
we selectively expanded our presence with
our investments in Bluewater in late 2021
and St David’s in March, we signed £27m
of new lettings, on average 8% above ERV.
This was 35% higher than the prior year
and occupancy of 94.3% was up 110bps
during the year, highlighting the value

our revitalised platform and growing
brand relationships are starting to drive.
Despite cost of living challenges, we
continue to see few signs of any let-up

in demand for space, with £11m of lettings
in solicitors” hands 11% above ERV, up 28%
vs this time last year. Our portfolio saw
0.9% ERV growth last year and we expect
low to mid single digit percentage ERV
growth this year.

Our positive outlook for rental value growth
reflects the high quality of our portfolio,

as we expect overall demand for space will
continue to rationalise in both retail and
offices. We expect this will start to lead

to a growing divergence in asset pricing.
Investment activity remains thin and so
the emerging stabilisation of values in
recent months needs to be viewed in that
context, yet we expect values for the best
assets to stabilise and return to growth well
before those where long-term structural
demand is questionable.

This is supplemented by our ability to
unlock complex opportunities, such as

the discounted purchase of the debt on

St David’s from two separate lenders; the
resolution to grant planning consent we
obtained for our 1,800-homes masterplan
at Finchley Road; the deal we agreed with
our JV partners at Mayfield, which gives us
full control of the first phase of this unique
site; our success at 21 Moorfields, where our
well-timed sale crystallised £145m of profit
on cost; the 17.5-year lease extension with
one of our top-10 customers, temporarily
moving them across our estate whilst we
undertake net-zero upgrade works to their
existing offices; or the pre-letting of 60%
of our current London pipeline well ahead
of ERV.

Looking ahead, this also provides us with
a clear competitive advantage in terms

of future opportunities. We now have a
1.1m sq ft consented office pipeline in the
West End and Southwark, deliverable into
a window of a significant shortage of
sustainable Grade A supply, and we could
potentially start on site with two major
mixed-use regeneration schemes later this
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year. In addition, we continue to see value
in major retail destinations, where asset
values have already repriced materially
and our differentiated platform provides
us with the ability to drive income growth.
We also anticipate refinancing events could
potentially unearth other opportunities,
such as to acquire and upgrade well-located
London offices in need of repositioning.

Driving returns

We remain decisive in our capital allocation
decisions - focusing squarely on the future
returns we expect our investments to
generate, rather than any historical book
value. The £1.4bn of offices we sold during
the year are a good example of this. The
two principal assets in this had generated
an attractive 10% IRR over the period we
had held them, but our expected forward
return from the price on offer was in the
mid-single digits. As this is below our
return ambitions and other investment
opportunities available to us, such as those
outlined above, we decided to sell. We will
maintain this clear discipline in the future.

Overall, we now target a total return on
equity of 8-10% over time, reflecting a
combination of income returns and capital
growth driven by rental value growth and
development upside. Short-term market
fluctuations in valuation yields, which are
outside of our control, mean that our return
on equity is unlikely to be exactly within this
range every individual year, as we have seen
over the past 12 months, but this return
target is what we base our medium-term
decisions on.

Within this, we are focused on growing our
high-quality earnings. Income has always
been important, but especially so when
valuations and hence NTAs reflect a greater
degree of subjectivity, given that market
evidence is thin. The fact that since last
summer, our disposals made up ¢.40% of
all investment activity in the City and that
there have been no transactions in major
retail destinations underlines this. We are
already in a strong position on this, with an
attractive earnings yield at NTA of over 5%.
This has now almost fully absorbed the
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reset in retail rents over the past few years,
which has been offset by the recovery
from the pandemic and growth in London.
For the past year, this resulted in 4.4%
growth in underlying EPRA EPS - towards
the high end of our guidance of low to mid
single digit growth for the year.

Looking forward, higher interest costs and
cost inflation are a headwind to earnings
across every sector, but this is compensated
by the strengths of our business and the
successful execution of our strategy:

e our long 10.3-year debt maturity, which
provides visibility and underpins our
sustainability of earnings;

e our capital recycling out of mature and
subscale assets, into developments or
acquisitions which offer greater potential
to add value and generate higher income
and total returns;

e our growth in like-for-like income,
reflecting the strong demand for our
high-quality space, especially from next
year onwards once the last historically
over-rented leases in retail have reset.

For the year to March 2024, we expect
EPRA EPS to be broadly stable vs last year’s
underlying level of 50.1 pence, as we expect
the positive impact from continued strong
operational performance and like-for-like
rental growth to be more or less offset by
the fact that we have been - and in the
near term will likely remain - a net seller

of assets. This year we will also see the last
over-rented leases in retail resetting, the
start-up cost of opening three new Myo
locations, and ongoing investment in our
systems, which have a combined impact
on earnings of c.£10m. We therefore expect
EPRA EPS to return to growth for the year
to March 2025. As our dividend cover is
currently at the high end of our 1.2-1.3x
range, we expect our dividend to grow by

a low single digit percentage per year over
these two years.

Delivering sustainably

Eighteen months ago we were the first UK
REIT to set out a detailed net zero transition
investment plan. We continue to progress
the implementation of this, as delivery of
this plan will ensure we stay ahead of the
Minimum Energy Efficiency Standard
Regulations, which require a minimum

EPC B certification by 2030, as well as
other regulatory requirements. So far our
work has been focused on optimising
building management systems and
conducting the detailed design to install air
source heat pumps in our office buildings.
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This is on track and the benefit of this in
terms of higher EPC ratings will start to
become visible from 2025 onwards, once
our first new air source heat pumps
become operational.

Shortly after the year-end, we also updated
our carbon reduction targets to align with
the Science Based Targets initiative’s (SBTi)
new Net-Zero Standard, as we remain
committed to reaching net zero in the long
term. We have committed to a near-term
target of reducing our direct and indirect
greenhouse gas emissions by 47% by 2030
from a 2020 baseline and have committed
to reach net zero by 2040 from the same
baseline year. This target now covers
emissions from all sources, including all of
our reported scope 3 emissions such as the
emissions from our development pipeline,
supply chain and customers.

During the year, the energy intensity of our
portfolio increased marginally compared

to last year, when utilisation was lower

in the first months of the year after the
emergence out of lockdown. Still our energy
intensity was 16.6% below pre-pandemic
levels and 33.2% below our 2013/14 baseline,
so we remain firmly on track to reduce
energy intensity by our targeted 45% by
2030. Aside from our net zero investments,
we continue to focus on energy efficiency
measures and have expanded the
collaborative work with our largest
customers to help them identify ways

to save energy.

Outlook

Our strategy continues to be grounded
in our purpose; Sustainable places.
Connecting communities. Realising
potential. In executing this, we continue
to be led by three things: delivering
sustainably, delivering for our customers,
and being disciplined with our capital.

We expect global economic and financial
uncertainty to remain elevated in the near
future. The transition from a decade of
ultra-loose monetary policy to a materially
higher rate environment was never going

to be a smooth one. The reversal of decades
of globalisation and associated inflationary
pressures will also continue to affect
economic prospects, for the UK further
exacerbated by the impact of Brexit.
Positively, the political situation in the UK
has stabilised somewhat since late last year
and despite all uncertainties, our strategic
decisions since late 2020 mean we are in
great shape for any eventuality:
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e our portfolio is well-located and its
quality is high, which are decisive factors
for our customers;

e our balance sheet strength is sector-
leading, with 7.0x net debt/EBITDA and
10.3-year debt maturity;

e we have sold over £2bn of mature assets,
creating capacity to invest in higher-
return opportunities;

* we have created an attractive and
profitable pipeline, with flexibility on
future commitments.

Reflecting the continued strong demand
for our best-in-class space, we expect to
see low to mid single digit ERV growth in
London and major retail destinations this
year. We plan to continue to monetise
assets where our ability to add further value
is limited, so taking into account that we
will likely sell more than we buy in the short
term, we expect EPRA EPS for this year to
be broadly stable at last year’s underlying
level, before returning to growth the year
after. Having made considerable progress
on our strategy over the last couple of
years, Landsec is well placed to drive
long-term growth and although we are
mindful of the wider economic challenges,
we are excited about the future.

Mark Allan
Chief Executive
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Market context

The Landsec property portfolio is invested in a The UK real estate market
s . The real estate investable market in the

num_ber Of' SGC:tOFS Wlthlﬁ the UK We own h'lgh_ UK is estimated to be valued at £920bn,
qUOllty offices in London, SIX reglonol shoppmg with assets across a wide range of sectors
centres, five retail outlet centres and a portfolio including offices, industricl, healthcare,

. . retail and residential. Rather than try to
of mixed-use urban development opportunities invest in all areas, and spread our
in London, Manchester, Glasgow and Cambridge. management focus too thinly, we currently

focus on three. These are: Central London
offices, Major retail destinations and
Mixed-use urban neighbourhoods - areas
where we have sources of competitive
advantage and expertise to be able to
maximise the value from our portfolio.

Market at a glance The performance of real estate is a

combination of the movement in values
£236 m Sq ft 8 3% v | and rent. Over the last year, global political
° and economic factors, such as the war in
Ukraine and the increase in inflation and
interest rates, have depressed property
[0) values as yields have increased as a result
£7. 3 b n 25 . 5 /C) of uncertainty and higher policy rates.

Conversely, property in general has seen

of office space in central London vacancy rate in central London
offices (2022: 8.4%)

of investment transactions Online sales as a percentage of

in central London in 2023 all retail sales (as at March 2023) a strong operational recovery as the
(2022: £14.5bn) (March 2022: 26.3%) effects of Covid diminish and the utilisation
of physical space has increased.
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Central London offices

London is well set to continue its position
as Europe’s pre-eminent global gateway
city. It has a unique ecosystem that
combines a rich network of world-class
universities, renowned research centres,
innovative small businesses and global
industry players. Alongside its global reach,
London’s ability to attract and retain talent
continues to be a competitive advantage,
and its reputation as a safe haven is
particularly valuable in times of turmoil.

It is clear the way people are using offices
has changed for the long term. We estimate
that changing working patterns and office
use will result in long-term demand for
office space reducing by 20%. However,
while overall demand will be lower, we
believe the demand for the best-quality
space will remain robust. By this, we mean
modern, well-configured space in great
locations, with amenities and excellent
sustainability credentials.

The demand for flexible space continues

to grow as both established and new
businesses are looking to occupy space
that meets today’s flexible-working needs.
Conventional space, occupied over a longer
length of lease, will still play a critical role;
but successful property companies need to
provide a range of spaces offering different
products. Creating workplaces as overt
displays of a company’s culture, and places
that facilitate the benefits of collaborating
in person, will stimulate creativity and,
ultimately, productivity. We expect this
trend to continue, alongside the growing
requirement to ensure offices meet the
minimum credentials for sustainability by
2030. As a result, the divergence in the
performance and resilience of the best
space, compared with secondary space,

is likely to widen.

The last 12 months have seen a significant
repricing of office values as yields have
increased as a result of higher interest rates
and weaker global economic conditions.
The occupational market continues to
perform well, with take-up of office space
up 6.9% and the vacancy rate reducing

to 8.3%.

Major retail destinations

The retail market has experienced a number
of significant changes in recent years
including the material increase in online
retail and the change in consumer habits
caused by the pandemic. The current
economic environment is also a challenge,
with retailers facing higher costs due to
inflation, and consumer disposable income
facing pressure from higher energy and
food costs, and higher interest rates.

It is clear there remains too much physical
retail space in the UK: perhaps up to 25%
of this space will be converted to alternative
uses such as leisure or residential space.

But physical retail is not dead. The best
space is thriving. There is clear consumer
demand for shopping centres with an
attractive mix of retail, leisure and hospitality,
but all these elements must be present for
shopping centres to thrive. And brand
partners with omnichannel strategies are
looking for the right space to support their
online businesses.

One other significant dramatic change in
recent years is the cost of physical spaces
compared with online retailing. Physical
retail sales have recovered to pre-Covid
levels, whereas rents are still c. 35% below
their 2017 peak. In addition, the latest rates
review came into effect in April this year
and this has reduced the rates in retail
assets by c. 30%. At the same time, the
costs of marketing and delivery for online
retail have increased significantly over the
same period.

The effect of all of these trends is an increase
in demand from retailers for physical space
in high-quality retail destinations. Over the
last 12 months, we have seen this in our
shopping centres, with 21 brands upsizing
their space, and 14 brands moving from
secondary sites to relocate within our
centres (a “flight to prime’).

This demand for physical space has also
been seen in shopping patterns. Shoppers
are choosing to spend their money in store,
rather than online.

As a result of these trends, we expect
investment activity to continue to grow.
Shopping centre yields are high compared
to other markets and sectors. With the
prospect of rental income growth, the
future returns look attractive. This provides
a cyclical investment opportunity, as there
are few investors with both the capital and
operational expertise required.
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Mixed-use urban neighbourhoods

Urban mixed-use is an opportunity area
for Landsec. The varied potential uses are
supported by long-term trends, and our
scale, existing pipeline, and ability to
complete complex schemes, mean we are
well placed to become a leading player in
this market.

The concept of individual localities (or even
potentially buildings) being reserved for a
single use is weakening, and there is an
increasing desire to see a mix of living,
working and leisure within distinct
neighbourhoods. The appeal of this further
strengthened during the pandemic and we
expect it to be sustained, with convenience
being a key motivation in a society where
time is an increasingly precious commodity.

In addition, quality of life, health, wellbeing
and environmental sustainability are all
important themes, and political and
societal awareness of these factors has
increased considerably in recent times.
Done well, mixed-use urban communities
can achieve strong returns, as the appeal
of the location and amenity increases
values across phases of development -
known as placemaking.

At the same time, certain areas of cities
are rapidly becoming redundant and in need
of regeneration. There is increasing political
will behind redevelopment projects, but
they are complex and there are very few
developers with the scale and skills required.

From this perspective, developing strong
public-sector partnerships is critical to
success. Not only are they political
stakeholders, but in many cases their
participation will be key to accessing
development land - with U+l's Mayfield
project in Manchester a case in point.
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Our top ten assets
Listed by value

80-100 Victoria Street, SW1 One New Change, EC4
New Street Square, EC4

. Piccadilly Lights, W1 MediaCity, Greater Manchester o Nova, SW1

Gunwharf Quays, Bluewater. Kent 5 62 Buckingham Gate, 0 Queen Anne’s Mansions,
Portsmouth = ‘ N SWi1
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Our stakeholders

Our Customers

Our Employees
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Our Investors

Our Partners
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To achieve our purpose, we need to understand our stakeholders, and the most effective way of
asking for their input and support. As the nature of commercial real estate is becoming much
more operational, we need to work even more closely with our customers and other stakeholders.

Who are they?

Everyone who uses our
buildings. Our office
occupiers’ employees and
their visitors. Our brand
partners and guests in our
retail and leisure assets,
and residents in the
accommodation we build.

Why are they
important to us?

Serving our customers is the reason
we exist. Our occupiers provide us
with rental income. Our reputation
depends on meeting the needs of
all our customers.

What do they want
from us?

Customers want us to
understand and respond to their
changing needs. That means
providing sustainable, efficient,
fabulous space and services
that enhance their working,
shopping, leisure and living
experiences.

How do we engage
with them?

We meet our customers regularly
to understand what's important

to them and evaluate the service
we provide.

Everyone employed
directly by Landsec.

Our people put our strategy
into practice, live our culture,
and enable us to achieve our
purpose. Ultimately, they create
value for our stakeholders.

Our employees want a
great career, and a positive
and motivating work
environment where they can
thrive, underpinned by

a supportive culture that
embraces diversity

and inclusion.

We use engagement surveys,

our Employee Forum, weekly
updates from across the business
and ‘town hall’ presentations,
alongside relevant training and
development programmes. And we
have recently launched a new
recognition platform to celebrate
those who bring our purpose to life.

Those who live in areas
where we work or where
we have assets. For
example, local residents,
businesses, schools and
charities.

We want our buildings and activities
to have a positive impact on the local
community. To achieve this, we need
to have good relationships and
understand local people’s needs.

Local people want us to
enhance the physical and
social infrastructure in their
area, helping their community
thrive. They also want us to
provide the right mix of
services for their needs.

Our activities range from providing
work experience and routes to
employment, to helping students
and addressing local socio-economic
needs. We consult local communities
ahead of all development activity
and maintain the relationships
following completion. Our
Community Charter sets out a list

of commitments that we, as a
responsible developer and landlord,
must stick to in order to fulfil our
purpose.

Those who own shares
in Landsec, and our
bondholders.

Investors provide capital to the
business, as well as valuable
feedback on our performance
and strategic options.

Investors want a clearly
articulated long-term strategy,
together with shorter-term
plans and effective
communication of our progress.

Formal results presentation every
six months plus capital market
days as appropriate. Financial
institutions and debt providers
meet our management regularly.
We hold an AGM every year.

Those who have a direct
working or contractual
relationship or share a
mutual interest with us.

Their vital contributions to our
business range from providing services
and advice, through to granting the
planning permission and approvals
that allow us to develop buildings and
run our business.

Our partners want us to be
trustworthy and live up to our
promises.

Our Section 172 Statement
You can find our Section 172 Statement, which sets out how the Board takes stakeholder
interests into account when making decisions, in our Governance section.

— See our Governance section on pages 76-79
— You can find commentary on our culture on pages 34-39

We work to find mutually effective
ways to communicate and collaborate
with each group. The highest
standards of health, safety and
security underpin everything we do.
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EEIKE

Our business model

To create value, we buy, develop, manage and
sell property, drawing on a range of financial,
real estate and social resources.

Strategic Report

Input

Financial
The different types of funding

we deploy, from shareholder
capital to borrowings.

Properties and places
Our land and buildings, the
materials and technologies
we use, and the natural
environment.

People and
relationships

The relationships we have with
customers, communities and
partners, and the capabilities
of our employees.

How we create value

Our
focus

We focus on areas of

the real estate market
where we have sources

of competitive advantage
and can maximise the
value from our portfolio
and our talent.

Our main

activities

Asset
management

Building strong relationships
with our customers to
provide the space and
services they, and their
customers, need, to help
them succeed, so growing
our income and value.

Our
objective

To achieve the best
risk-adjusted returns
from our activity.

Development
and refurbishment

Creating new or
refurbished spaces and
places, from stand-alone
office and retail, through
to urban mixed-use
neighbourhoods. With

a focus on sustainability,
design and wellbeing, these
spaces create long-term
value for our customers
and our business.

Investment

activity

We balance our
investment activity,
acquiring income-
generating assets or
potential development
schemes, and funding this
by disposing of mature
assets or those where
we have no sources of
competitive advantage.
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Everything we do aims to achieve our We are able to add significant value We aim to be a sustainable business
purpose: Sustainable places. Connecting through our portfolio and activities, and by anticipating and responding to
communities. Realising potential. Our we match our capital and capabilities to the changing needs of our customers,
culture, supported by our values, provides  ensure we focus on areas where we can communities, partners and employees.
a common language to enable our people  add the most value. We plan for the long term but have the
to thrive, and realise their potential. flexibility to respond to opportunities

and challenges as they arise.

Output Goal

Creating sustainable long-term value with a focus on total return on equity

Financial We aim to achieve 8-10% annual return
. on equity through the cycle, split

Long—term growth In asset almost equally between income and

values and income, creating capital growth.

value and potential for — To read our Financial review go to

increased dividends to RagesZs s

shareholders.

Properties and places We constantly look to strengthen our Tth I retu rn

portfolio to ensure it meets the changing

°
Space that creates value needs of our customers and communities. on eq u Ity

for us by meeting the We always bring social, economic and

. . environmental benefits to the areas where e 5
changing requirements o.f'our we operate, creating a sense of place. Our aim is to achieve
customers and communities, The transition to a net zero carbon portfolio above-market total return
and being a heCI|‘thy involves changing the design, materials and on equity, together with

the way we construct new buildings, and

environment for all. e ,
how we operate our existing portfolio.

significant social and
economic value for all

— To read t 41-43
© read more go to pages our stakeholders.

— How we manage risk,

Peop|e and We design Ol‘Jl'.bU”dingS to support wellbeing see pages 54-59
o a and productivity, and provide a great
relathNShlps experience for everyone who uses our spaces. — How we monitor performance,
Our ability to help businesses For our employees, we invest to attract see page 16
and people thrive - including and develop great people who add value — How we reward success,
our own employees. to our business. We focus on engagement, see pages 98-116

wellbeing, diversity and reward, and
conduct regular reviews.

We help those further from the jobs
market access opportunities in our
industry, believing everyone must be
treated and paid fairly, and that our
business should reflect and support our
diverse communities.

— To read more go to pages 44-46
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Our strategy

Landsec focuses on three areas of the UK

real estate market where we have sources of
competitive advantage and can maximise the
value from our portfolio and our talent: Central
London offices; Major retail destinations; and
Mixed-use urban neighbourhoods.

What binds these three areas together We are a total-return business and the

is the importance of a sense of place investment areas we focus on are attractive
to their enduring success, and to that because of the potential returns they can

of their surrounding areas. We strive to generate. We are not wedded to particular
create, curate and activate places that assets or regions, and prefer to be nimble,
inspire people, generating value for all applying our skills to where we believe we
our stakeholders. can achieve the best total return over the

long term.
Our strategy is underpinned by two key

principles of sustainable value creation:
focusing our resources on where we

Landsec strategy
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Global economic and financial market
conditions have changed significantly

over the past year. Interest rates have
surged in response to rising inflation, with
the central bank support that artificially
depressed them for most of the last decade
now in reverse. While it is difficult to predict
where interest rates will settle in the
longer-term, it is clear we are back to a
higher-rate environment - the very low
interest rate environment of the last
decade was an aberration.

Importantly, the strategy we set out in
late 2020 was not based on a continuing
low-rate environment. This is why we said
we would i) focus our investment on sectors
where we have a genuine competitive
advantage that helps us create long-term
value, rather than sectors which happened
to be in vogue at the time; ii) over time sell
c.£2.5bn of mature London assets where
yields were low, of which we have now sold
£2.2bn; and iii) maintain capital discipline.

@ 34D

Our strategic focus on sustainable value
creation in three key areas, central London
offices, major retail destinations and
mixed-use urban neighbourhoods, remains
the right one. Demand in each area
remains resilient, underpinned by the
strength of our customer relationships

and high-quality portfolio.

In executing our strategy, we are guided
by three things: developing sustainably,
succeeding for our customers and being
disciplined with our capital. The built
environment accounts for 40% of carbon
emissions globally, so everything we do
needs to have sustainability at its heart.

This year, we have refreshed our
environmental targets, setting far more
demanding carbon-reduction targets,

in line with the latest recommendations
from the Science Based Targets initiative.
We will continue to strive to remove carbon
from our construction and the operational
use of our buildings.
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At the heart of our philosophy is a belief
that we can only be successful if our
customers are successful. We look to build
positive and lasting relationships with them,
to understand their businesses better, and
determine what we can do better or
differently to help them succeed.

We think constantly and very carefully
about where to invest, focusing in
particular on projected returns and the
associated risks. With visibility and expertise
across three distinct focus areas, we have

a unique perspective on relative risk and
returns, which enables us to be clear and
decisive in our capital allocation decisions.

We have a total-return approach that is
aware of the importance of income. To
generate the returns we are targeting, we
need to allocate capital to areas of growth
in a meaningful way. We are also mindful of
the importance of income - it is a key part
of the property return, but should not be the
key driver. We are prepared to sell income-
generating assets to fund investment
opportunities with better return prospects,
but we will also preserve income growth
through careful phasing of our activity.

Our strategy’s
impact on portfolio
weighting (%)

N

March 2022

£12.0bn

March 2023

£10.2bn

Medium term

Portfolio split

March 2022

March 2023

Medium term

‘ Central London

65%

61%

55-60%

' Major retail destinations

16%

18%

20-25%

Urban mixed-use

7%

8%

20-25%

Subscale sectors

12%

13%

n/a
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Our KPlIs

EEIKE

We set KPls in line with our strategy.
They provide direction for our people,
and offer clear links to remuneration.

As well as the performance measures
below, everyone has personal objectives
to achieve for the year. For our Executive
Directors, these focus on strategic
development and execution, performance,
and culture and values.

EPRA earnings

How we measure it
We set targets for EPRA earnings in
line with our five-year strategic plan

In addition to the annual bonus KPlIs below,
we set KPIs for LTIP awards in line with our
remuneration policy.

— You can find further information in
Remuneration on pages 96-116

Total return on equity

How we measure it

The cash dividends per share paid in
the year plus the change in EPRA net
tangible assets (NTA) per share

Strategic Report

The measures and their weightings are

30% 30%

-/

EPRA earnings Total return ESG targets
on equity

ESG

How we measure it

We have two action-orientated targets
driving energy intensity reduction
across all assets (five actions) and
embodied carbon reduction across

all developments (five actions)

Link to remuneration
30% of annual bonus performance
is linked to this KPI

Link to remuneration
30% of annual bonus performance
is linked to this KPI

Link to remuneration
20% of annual bonus performance
is linked to this KPI

Our performance in 2022/23
EPRA earnings of £393m were ahead
of the £372m target

Achieved

Our performance in 2022/23
Total return on equity was -8.3%
compared with the target of +8.5%

Not
achieved

Our performance in 2022/23

5/5 actions delivered contributing
to energy intensity reduction;

4/5 actions delivered contributing
to embodied carbon reduction

Achieved
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Our strategic focus
Offices

Our view of the market

London offices have seen valuations fall
as yields have increased in response to
higher interest rates. However, the market
remains strong operationally, and rents
have continued to grow in prime assets

as demand for this space has remained
strong. Within this, customers continue

to want flexible options and strong
sustainability credentials - so only the best
spaces will thrive. Our portfolio is well
placed to benefit from these trends.

Our plan for our

Central London portfolio

We sold £1.4bn of mature, single-let offices,
taking our City office disposals to £1.7bn
since 2020. The remaining portfolio consists
of modern space or assets we plan to
redevelop.

Three office developments will complete
in 2023 and these are expected to generate
£39m of gross income when fully let.

We have a consented pipeline of 1.Im sq ft
of office-led development opportunities,
including Portland House in Victoria and
Timber Square in Southwark, where we
are already on site with early works. Our
developments will offer a range of our
products - Myo, Customised and Blank
Canvas - and will provide the space and
facilities customers now demand. We plan
to open three new Myo locations in the
autumn, totalling 138,000 sq ft, with a
further location to open next summer.

We also think rising interest rates will lead
to investment opportunities in 2024, as high
refinancing costs will cause some owners

to dispose of assets that no longer meet
the rising cost of debt. Our balance sheet
means we are well placed to invest.

With ESG as a consideration, our
investment in air source heat pumps and
innovative Al systems to increase efficiency,
will ensure our portfolio remains sustainable
and meets the needs of our customers.

This year, we will install our first air source
heat pump at Dashwood in the City.

=

£6.2bn

of prime office space
in central London with
ancillary retail space

$435m

office lettings or renewals,
3% ahead of valuers’
assumptions

95.9%

like-for-like occupancy

three

developments completing
in 2023, with a 1.Im sq ft
near-term pipeline of
four assets
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During the last financial year,
we sold three major office
assets for a total of £1.4bn.

All three were let to single
occupiers on long leases and
we therefore had limited
value-creation opportunities
from these assets. Despite
deteriorating financial and
economic conditions, we
crystallised an average 10%
lifetime IRR from the disposals.
We can use the proceeds from
these to invest in higher-return
opportunities across the
portfolio.

These disposals demonstrate
our strategy in action. We were
disciplined in our approach and
took the opportunity to realise
value even though property
values were falling in the market.
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Our strategic focus
Retail

Our view of the market

Prime retail destinations have been one

of the most resilient real estate sectors
over the last year. As the cost of online
retail has increased in recent years, physical
retail costs - rent and rates — have declined.
For many leading brands, online and physical
channels are now firmly inter-connected,

so we continue to see existing brands upsize,
new brands opening stores in our assets as
they move from nearby locations to benefit
from higher footfall, and digital-native
brands opening stores to grow customer
connectivity and experience.

Consumer behaviour has gradually reverted
to pre-Covid trends, with online sales down
and in-store sales growing over the past
year. Given the inflationary pressure on
margins for many brands, both online and
physical, we expect that the rationalisation
of the tail-end of brands’ store portfolios
will further accelerate. This adds to the
challenges for secondary retail locations,
where there remains a significant excess

of space, yet brands are focusing on fewer,
but bigger and better stores.

Therefore, prime destinations continue to
get stronger. With attractive yields and the
potential for rental growth, we view prime
retail destinations as attractive assets to
invest in, albeit the number of centres with
long-term potential is limited to a relatively
small number of sites.

Our plan for our retail portfolio

We will concentrate on catchment-
dominant locations we are confident

will be long-term winners, by offering

an experience that draws shoppers time
and again. We will sell assets where we do
not have scale or sources of competitive
advantage: the retail parks from our
subscale sector, for example. We will also
make selective disposals and acquisitions,
to ensure our portfolio always holds retail
assets that have long-term appeal to brand
partners and visitors.

@ 34D

719bn

portfolio comprising six
high-quality regional
shopping centres and five
outlet centres

$38m

lettings signed or in
solicitors’ hands

94.3%

like-for-like occupancy

4.4%

like-for-like sales up vs 2020

Strategic Report

Investing in Cardiff

During the last year we secured
100% ownership of St David’s
shopping centre in Cardiff.
Using our competitive advantage
to unlock complex opportunities,
we acquired the outstanding
50% from two debt holders at
a net initial yield of 9.7%.

St David’s has firmly established
itself as the prime, regionally
dominant shopping destination
in Cardiff. Leasing momentum
has been strong, with 30 leases
signed since March 2022, on
average 10% ahead of ERV.

Via a separate deal, we also
acquired the adjacent vacant
Debenhams store for a minimall
sum. All combined, this unlocks
the opportunity to deliver our
future vision for the centre, to
further enhance its attractions
for brands and guests. We
expect to deliver a high single-
digit income return on
incremental capital expenditure.
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Our strategic focus
Mixed-use urban
neighbourhoods

Our view of the market

There remains a structural need to
remodel many parts of today’s built
environment to make sure they suit
changing consumer expectations for how
we live, work and spend our leisure time,
and also suit increasing sustainability
demands. Situated in attractive locations
with strong transport links in some of the
fastest-growing urban areas in the UK,

our pipeline remains well placed to cater
for these demands. At the same time, our
sustainability and development expertise,
combined with the now fully integrated U+|
team’s placemaking skills, means we are
well positioned to meet this structural need.

Done well, these mixed-use urban
communities can generate strong returns,
as the appeal of the location and its
amenity increases the value through phases
of placemaking. There is political support
for such projects, but very few developers
with the scale and skills to take them on.

Our plan for our mixed-use urban
neighbourhoods portfolio

We have continued to make good progress
in preparing our pipeline, through planning
and other pre-development activities. This
means we now have the option to start the
first phase at Mayfield in Manchester this
year. Subject to further planning and land
assembly workstreams being satisfactorily
progressed, we could also start on site with
enabling works at Finchley Road in London
later this year.

However, the changes in capital market
conditions have a clear impact on our
underwriting assumptions. Any decision

to start a scheme will have to reflect an
appropriate level of return, with target IRRs
in the low-to-mid teens. Our mixed-use
development assets include our three
shopping centres in London and Glasgow
which are held for future development, but
where the existing income is managed on a
short-term basis to maximise our flexibility
to obtain access for development.

@ 34D

10m sq ft

pipeline of mixed-use urban
schemes in London,
Manchester and Glasgow

First

phase of Mayfield totals
320,000 sq ft with an
expected yield on cost
of c.8%

Potential

to start on site at Mayfield,
and commence enabling
works at Finchley Road,
later this year
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Preparing the pipeline
Our mixed-use schemes are
regeneration projects in the
heart of communities. Strong
relationships with local
authorities and organisations
is therefore essential to ensure
our schemes work both for us
and their local communities.

During the year, we made
progress on the planning phases
of a number of our schemes. At
Mayfield in central Manchester,
we agreed terms with our JV
partners for a draw-down of
land for the first phases of
development, once we intend
to start on site. In Glasgow, we
have concluded the first rounds
of public consultation and
intend to submit a planning
application. And at Finchley
Road in London, we have
secured a resolution to grant
planning consent for our
residential-led scheme.
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Operating and
portfolio review

Overview

Our overall portfolio on a combined basis was valued at
at the end of March, which adjusted for disposals
and new investments, was down £848m for the year due
to a softening of valuation yields, and is made up of the
following areas:

Central London
é'] O/ Our modern, high-quality office (82%) and retail
O and other commercial space (18%), located in the
West End (68%), City (26%) and Southwark (7%).

Major retail destinations
Our investments in six shopping centres and five retail
'I 80/ outlets, with the seven largest assets comprising 85%
(@) of the overall retail portfolio value, most of which are
amongst the highest selling locations for retailers in
the UK.

Mixed-use urban neighbourhoods
/ Our investments in mixed-use assets and future
80/ development opportunities, focused on five sites
(@) in London, Manchester and Glasgow, of which some
still have a short-term use as retail ahead of their
medium-term redevelopment.

Subscale
o Assets in sectors where we have limited scale and
13 /O which we therefore intend to divest over time, split
broadly equally between retail parks, hotels and
leisure assets.
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Investment activity

When we set out our strategy in late 2020,
we said we planned to sell c.£4bn of mature
London offices and assets in sectors which
were subscale for us over a period of circa six
years, with a view to reinvest this into higher
growth opportunities over time. We have
continued to make strong progress on this, so
2.5 years into this period, we have now sold
£2.4bn, including £1.4bn over the past year.

Our largest sale last year was the £809m
disposal of our 21 Moorfields, EC2
development in September. The building is
fully pre-let to Deutsche Bank for 25 years
and therefore offered little room to add
further value. The sale represented a 9%
discount to March book value, partly
reflecting the fact that construction had
not yet completed, but crystallised a 25%
profit on cost and 11% IRR since we acquired
the site.

In January, we sold One New Street Square,
EC4 for £350m. This building is fully let to
Deloitte for a further 14 years and, following
a regear of the lease at the start of the
year, also offered little to room to add
further value. The price was 4% below the
September valuation, yet crystallised a 10%
IRR since our acquisition of the site in 2005.
At the start of the year, we also sold 32-50
Strand, WC2 for £195m, following a 10-year
lease regear with the sole occupier, 15%
above its prior book value. In addition, we
sold £54m of smaller non-core assets, 22%
ahead of book value, and we have now sold
or exchanged contracts to sell over half of
U+l's non-core assets for £98m, on average
16% above book value.

Relative to £1.4bn of disposals, we spent
£120m on acquisitions and £280m on
development capex last year. Our main
purchase was the debt secured on 50% of
St David's, Cardiff via separate transactions
with two lenders. This allowed us to obtain
100% control of the shopping centre at a
discount to the £113m book value of our
existing half of the asset and an implied
initial and equivalent yield of 9.7%. In
addition, we spent a small amount on land
assembly deals around some of our major
mixed-use projects.
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We have now sold £2.2bn of the c.£2.5bn
London offices we earmarked in 2020, at
an average yield of 4.4% and a 4% discount
to book value. This means our London
assets are now 74% in the West End and
Southwark, with City exposure down from
39% to 26% over the year. We are planning
further disposals this year, yet we expect
future disposal activity to be more
balanced towards our subscale sectors.

Portfolio valuation

The sharp increase in interest rates during
the year meant that transaction volumes
across global and UK property markets
slowed materially. Yields reset quickly as a
result, especially during the second half of
2022. Despite ERV growth across all key
segments, this meant the value of our
portfolio reduced 7.7%.

The value of our Central London portfolio
was down 7.3% for the year. This reflected
a 42bps increase in yields to 4.9%, which
was partly offset by 4.7% growth in ERVs

- at the high end of our guidance of low
to mid single digit ERV growth for the year.

EEIKE

The value of our West End office (-8.0%)
and retail and other assets (+1.3%), which
make up 74% of our London investment
portfolio, proved more resilient than our
City offices (-15.4%). This reflected our
strong leasing activity in Victoria, driving
3.7% ERV growth and strong growth at
Piccadilly Lights. In the City, where we have
sold £1.7bn of offices since late 2020, ERV
growth was 4.7%, which solely reflected

a major lease regear at a higher rent at
New Street Square, with the associated
refurbishment works to facilitate this taken
as a cost in the valuation. Development
values were down slightly (-3.0%), with ERV
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period. We ascribe more value to the
continued improvement in operational
performance than “sentiment”, so we
continue to focus on driving this. Reflecting
the high income return, the total return of
our major retail assets was at 0.5% ahead
of London (-3.4%) and mixed-use (-2.8%).

In mixed-use, our completed assets at
MediaCity were down 5.9%, as ERV growth
of 8.6% was offset by a é61bps increase in
yields. Our future developments were down
9.4%, reflecting the fact that these are
mostly valued based on their existing use
and we manage the income on a short-
term basis to maximise flexibility for future

growth due to successful lettings offset by
softer valuation yields.

The value of our major retail assets reduced
6.4% during the year, despite our successful
leasing activity driving 0.9% ERV growth.
Virtually all of this movement occurred in
the final quarter of the 2022 calendar year,

as valuers moved yields out by 40bps,

mostly based on sentiment, as there were
no comparable transactions during the

development. In Subscale, hotel values
were down slightly (-3.1%), whilst retail
parks were down 12.1% driven by 69bps
yield softening, following a strong 31.9%
increase in values during the prior year.

The value of our leisure assets was down
17.7% reflecting concerns around the largest
tenant, Cineworld, although the news of

its recapitalisation post the year-end is

a clear positive.

Valuation analysis Table 4
Market LFL

value FY H2 LFL rental Topped up equivalent

31 March Surplus/ valuation valuation value  Net initial netinitial  Equivalent yield

2023 (deficit) change change change? yield yield yield change

£m £m % % % % % % bps

West End offices 2,653 (222) (8.0) (4.0) 3.7 4.8 53 51 46
City offices 1,304 (234) (15.4) (7.4) 47 33 4.0 5.2 53
Retail and other 1,095 14 13 11 7.6 4.1 4.3 4.6 13
Developments 1,190 (37) (3.0) (2.5) n/a 0.3 0.3 4.6 n/a
Total Central London 6,242 (479) (7.3) (3.6) 4.7 4.3 4.72 4.9 42
Shopping centres 1,196 (60) (4.8) (5.8) 3.0 8.1 8.6 7.9 39
Outlets 684 (67) (8.9) (8.4) (2.5) 6.5 6.8 7.2 45
Total Major retail 1,880 (127) (6.4) (6.7) 0.9 7.5 7.9 7.6 40
Completed investment 389 (24) (5.9) (1.1) 8.6 5.4 5.4 6.4 61
Developments 426 (48) (9.4) (11.2) n/a 5.3 5.4 5.8 n/a
Total Mixed-use urban 815 (72) (7.8) (6.9) 8.6 5.42 5.42 6.1 61
Leisure 476 (99) (17.7) (15.5) (1.4) 8.0 8.1 8.3 116
Hotels 408 (13) (3.2) (8.1) 9.9 6.6 6.6 6.7 117
Retail parks 418 (58) (12.1) (7.1) 4.9 6.5 7.0 6.4 69
Total Subscale sectors 1,302 (170) (11.6) (10.6) 3.5 7.1 7.3 7.2 96
Total Combined Portfolio 10,239 (848) (7.7) (5.4) 3.6 5.4% 5.92 5.8 50

1.Rental value change excludes units materially altered during the period.

2. Excluding developments

Looking ahead, whilst yields appear to
have started to stabilise in recent months,
investment activity in reality remains thin
across most sectors. Investor demand is
selective, so combined with the volatility
in interest rates and tightening of credit

conditions the outlook remains uncertain,

Reflecting the strong demand for high-

although we expect values for prime assets
to stabilise and return to growth well before
secondary. We also expect high yields in
major retail destinations to offer more
resilience than lower yielding sectors.

quality space and limited supply, we expect
ERVs in London and major retail to grow by
a further low to mid single digit percentage
this year.
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Leasing and operational
performance
Central London

Despite the recent disruption from
transport strikes, London continues to

get busier and office utilisation continues
to gradually increase. We continue to see
a growing bifurcation in demand, with
customers focusing on flexibility, the

best quality space in areas with the right
amenities to attract key talent, and
sustainability. Across the London market,
office take-up slowed in the second half,
ending the year at 11.8m sq ft - up 7% vs
last year and just 4% below the 10-year
average. Space under offer reduced to
3.2m sq ft vs a 10-year average of 3.4m

sq ft and vacancy in the City remains high
at 11.7%. Conversely, vacancy in the West
End, where c.70% of our assets are located
is just 3.6% and down 70bps YoY. Overall,
67% of available space is second-hand,

as Grade A vacancy remains low at 1.7%.

Reflecting the strong demand for the best
quality space, we signed 44 lettings and
renewals, totalling £43m of rent, on
average 3% ahead of valuers’ assumptions,
with a further £6m in solicitors’ hands,

19% above valuers’ estimates. This included
an upsized, new 17.5-year lease with Taylor
Wessing at New Street Square, in a deal
where we are temporarily relocating them
to a different building on the estate where
we are drawing up plans for medium-term
redevelopment, whilst we decarbonise
their existing building. In line with our
guidance, occupancy increased 110bps to
95.9%, with our West End offices effectively
full, at 99.5% occupancy. We continue to
see strong demand for our Myo flexible
offer, with 123 Victoria Street 100% let

and Dashwood 85% let, vs 98% and 64%

a year ago. We plan to open three new
Myo locations in autumn, totalling

138,000 sq ft, with a further location

to open next summer.

Looking forward, we have been clear in
our expectation that more flexible ways of
working would reduce overall demand for
office space in the UK. However, we have
also consistently said that the impact of

this will not be evenly spread, with large
HQ type space and areas which lack the
amenities that offer people a reason to
want to spend time there expected to see
a much bigger impact. This has started

to play out and we expect this will continue.

Across London space marketed for subletting
increased to 5.1m sq ft over the year, but
75% of this is in the City, City Fringe and
Docklands. In the West End and Southwark,
where assets are smaller and occupiers
more diversified, demand remains strong
and Grade A supply is low. This continues
to drive ERV growth for the best assets,
which continues to benefit our portfolio.

Major retail destinations

Customer demand for retail space in

the best locations continues to grow.
Underlining the value of our major retail
destinations for brands and consumers,
total retail sales across our portfolio
grew 6.9% YoY and like-for-like sales were
4.4% above 2019 levels. Footfall across
our shopping centres increased 12% and
is now at 90% of pre-pandemic levels,
compared to 83% for the UK market and
80% a year ago.
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Consumer behaviour continues to gradually
revert back to pre-Covid trends, with online
sales down and in-store sales up over the
past year. For most leading brands, online
and physical channels are now firmly
interconnected, and a number of key
brands such as Next and Inditex indicated
recently that online is no longer expected
to grow as quickly as previously anticipated.
The increase in cost of capital and cost of
doing business online has also led many
online pure-play retail models to shift their
focus from growing market share to
growing profitability, increasing the cost
for consumers to buy online.

Whilst we expect brands to continue to
rationalise their overall store footprints,
their focus on ‘fewer, bigger, better’ stores
continues to drive growth in demand for
space in our assets, as they upsize existing
stores or open new stores as they move
from nearby locations to benefit from
higher footfall in a ‘flight to prime’.
Reflecting this, we completed 218 lettings
totalling £27m, up 35% vs the prior year, on
average 8% above ERV. Close to 70% of the
leases we signed during the year had some

Operational performance analysis [SEEE
Annualised LFL
rental Estimated LFL  occupancy

income rental value Occupancy! change? WAULT*

£m £m % ppt years

West End offices 134 146 99.5 1.0 6.4
City offices 61 87 90.5 1.2 8.6
Retail and other 42 56 95.4 1.5 7.4
Developments 5 57 n/a n/a n/a
Total Central London 242 346 95.9 1.1 7.1
Shopping centres 114 123 94.7 19 4.5
Outlets 56 60 Q3.6 (0.2) 3.0
Total Major retail 170 183 94.3 1.1 4.1
Completed investment 24 26 97.8 1.8 9.2
Developments 28 31 n/a n/a n/a
Total Mixed-use urban 52 57 97.8 1.8 9.2
Leisure 51 50 95.5 (1.0) 10.3
Hotels 31 28 n/a n/a 8.2
Retail parks 28 30 98.6 2.1 4.7
Total Subscale sectors 110 108 97.7 0.3 8.0
Total Combined Portfolio 574 694 95.8 0.7 6.5

1. Excluding developments.
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turnover linkage, although the average
turnover element was only 10% of the total
rent. Overall, 53% of our leases now have
some turnover component, with turnover
rent making up 12% of our total retail
income. This turnover data provides us with
valuable insights and a unique competitive
advantage in underwriting income levels.

As a result, occupancy increased 110bps
during the year to 94.3%. We continue

to monitor credit risks, but units in
administration remain low at 0.4%, vs 0.5%
a year ago. There have been no CVAs and
minimal insolvencies, as the most
challenged businesses already folded during
the pandemic. Whilst Cineworld (less than
1% of annual rent in major retail destinations),
filed for Chapter 11 bankruptcy protection in
the US during the year, it continues to trade
and pay rent and agreed a recapitalisation
shortly after the year-end.

Looking forward, despite the cost of living
challenges consumers are faced with, we
continue to see few signs of any let-up in
demand from brands, with £11m of lettings
in solicitors’ hands, up 28% vs this time
last year, on average 11% above ERV.

With sales in our shopping centres close

to pre-pandemic levels and rents having
reset c. 35% during the pandemic,
operational profitability for brands further
improved due to the ¢.30% reduction in
business rates last month. With the last
large over-rented historical leases expected
to reset this year, this is expected to
underpin solid like-for-like income growth
from next year.

Mixed-use urban neighbourhoods

Our completed investment assets in
mixed-use at present solely comprise our
investment in MediaCity, where occupancy
increased 1.8% to 97.8%, with lettings well
ahead of ERV. The bulk of the income in our
mixed-use development assets relate to our

EEIKE

three shopping centres in London and
Glasgow. This income is managed on a
short-term basis to maximise our flexibility
for future development. This will eventually
erode and be replaced by our new schemes,
but in the near term it compensates for the
holding costs of these sites as we prepare
them for future development.

Subscale sectors

Across our subscale portfolio, operational
performance remained robust. We completed
£7m of retail park and leisure lettings, 10%
above valuers’ assumptions, with a further
£1m of rent in solicitors’ hands, 5% above
valuers’” assumptions, and overall occupancy
increased 30bps. Our hotels, which are fully
let to Accor, saw occupancy rise to 94%

of pre-Covid levels, up from 67% last year,
driving a substantial increase in RevPAR.

Development pipeline

Central London

Demand for the best quality space remains
strong. Our two on-site West End schemes,
n2 in Victoria and Lucent behind Piccadilly
Lights, are set to complete shortly and are
73% and 71% pre-let or in solicitors’ hands
respectively, with rents agreed over the
last 12 months on average 11% ahead of
ERV. At the end of March, we completed
The Forge, in Southwark. Our Myo flexible
offering will operate 35% of this space and
is set to open in autumn, and we are now
in solicitors’ hands on 11% of the remaining
space. Combined, these three projects are
expected to generate an ERV of £39m once
fully let, which will support our near-term
income growth.

During the year, we sold our development
at 21 Moorfields in the City, which we fully
pre-let to Deutsche Bank, for £809m,
ahead of its completion. This crystallised
a 25% profit on cost and 11% IRR since our
acquisition of the site in 2012.
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As expected, we are seeing a slowdown

in new development starts across the
London market, reflecting the increase

in construction and finance costs, but
also the decline in available development
finance. In previous periods of economic
uncertainty, new development starts ended
up c.30-90% below originally expected
levels and we believe this is likely to repeat
this time. As demand for the best, most
sustainable space remains strong, this
creates an attractive window for us to
deliver new space in 2025, when Grade A
supply is expected to be very low.

Last autumn, we decided to commit to the
early works for the refurbishment of
Portland House, SW1 and Timber Square,
SE1. At a cost of £55m, this allowed us to
maintain our programme for a delivery in
late 2025, whilst keeping flexibility on the
residual c¢. £400m of capex at a time of high
financial and political uncertainty. Returns
on both projects remain attractive, with
gross yields on cost of 7.4% and a yield on
capex of 12%+, so supported by the strong
leasing success in our current pipeline,

with recent lettings 11% ahead of ERV, we
therefore plan to commit to the full works
on both imminently.

We also continue to progress our future
pipeline, as we received planning consent
for Red Lion Court, SETin March; are
currently seeking to enhance our existing
consent at Liberty of Southwark, SE1; and
unlocked a future opportunity at Southwark
Bridge Road, SE1 adjacent to The Forge,
through a lease surrender we agreed in the
second half of the year. This further adds

to the potential to create a unique cluster
of highly sustainable offices in Southwark,
which is one of the most attractive areas of
London in terms of amenities. All combined,
this provides us with a 2.0m sq ft future
pipeline, of which 1.1m sq ft is now
consented.

Committed development pipeline bl
Market Gross yield
Size Estimated Net income/ Market Costs to value + on MV +
sq ft completion ERV value complete future TDC future TDC
Property Sector ‘000 date £m £m £m £m %
Lucent, W1 Office/retail/residential 144 Aug-23 15 270 23 293 5.1
n2, SW1 Office 165 Jun-23 14 229 21 250 5.7
Total 309 29 499 44 543 5.4
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Future Central London development pipeline 57

Proposed Indicative Indicative Gross yield

sq ft TDC ERV on TDC Potential

Property Sector '000 £m £m % start date Planning status
Near term
Timber Square, SE1 Office 380 400 30 7.5 H1 2023 Consented
Portland House refurbishment, SW1  Office 300 380 28 7.3 H2 2023 Consented
Liberty of Southwark, SE1 Office/residential 220 250 16 7.41 H2 2024 Consented
Red Lion Court, SE1 Office 245 310 24 7.7 H2 2024 Consented
Total near term 1,145 1,340 98 7.5
Medium term
Nova Place, SW1 Office 40 2025 Design
Old Broad Street, EC2 Office 290 2025 Design
Hill House, EC4 Office 350 2026 Design
Southwark Bridge Road, SE1 Office 130 2025 Design
Total medium term 810
Total future pipeline 1,955

1.Gross yield on cost adjusted for residential TDC.

Mixed-use urban neighbourhoods

Consumer expectations on how we live,
work and spend our leisure time continue
to evolve and demands on sustainability
continue to grow, which means there is

a structural need to remodel many parts
of the built environment, to make sure
they are fit for future needs. Located in
attractive locations with strong transport
links in some of the fastest growing
urban areas in the UK, our pipeline is well
placed to cater for this. The combination
of U+l's placemaking skills and Landsec’s
sustainability and development expertise
means we now have the platform to both
deliver and curate thriving mixed-use places
and realise the long-term sustainable
value from the future opportunities we
have created.

Our 10m sq ft mixed-use pipeline in London,
Glasgow and Manchester has a total
development cost of c.£5bn, with a mix

of residential, office and leisure space
deliverable across multiple phases over

the next 10-15 years. The current book value
of these sites is modest compared to its
potential upside, at c.£330m, and given the
c.5% income yield on the current use of the
existing assets, its holding cost is modest.

With unlevered IRR targets in the low to
mid-teens, this offers valuable optionality
for growth.

We have made excellent progress during
the year at our two most advanced
projects, which provides optionality to
potentially start first works on site over
the next 12 months. At Mayfield, next to
Manchester’s main train station, the new
6.5-acre public park opened in September
and we agreed terms with our JV partners
for a drawdown of land for the first phases
of development. This allows us to develop
100% of the first phase, covering around
one-third of the overall project, ourselves
and therefore paves the way for a potential
start on site with the first two office
buildings totalling 320,000 sq ft later this
year. The expected investment for this is
c.£150m, with an expected gross yield on
cost of c.8%.

At Finchley Road, in zone two, London,

we secured a resolution to grant planning
consent at the end of March for our
masterplan to develop 1,800 new homes.
Subject to further planning and land
assembly workstreams being satisfactorily
progressed, this could allow us to start on

site with enabling works for our first major
residential scheme later this year.

In Glasgow, we intend to submit the
planning application for our mixed-use
masterplan shortly, which we expect to
be determined in the first half of 2024.
In Lewisham, south-east London, we
maintain positive engagement with the
Council on our new residential-led
masterplan, for which we are preparing
to submit a planning application later
this year. At MediaCity, we are working
with our partner Peel on establishing
the long-term vision for this site, ahead
of the future phases of its development.

Our good progress during the year has
further added to the valuable opportunity
to build an attractive balance of income,
development upside and medium-term
growth potential our pipeline provides.

The mixed-use nature, ability to phase
capex, geographic spread of the pipeline,
and the flexibility to adapt to changes in
demand all add to the balanced risk-profile
of this part of our business.
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Mixed-use urban neighbourhoods development pipeline Vel &
Target
Landsec Proposed Earliest Estimated first/ Indicative yield
share sq ft start Number total scheme TDC on cost Planning
Property % ‘000 on site of blocks completion £m % status
Mayfield, Manchester 50-100 2,500 2023 18 2025/2032 800-950 7-8 Consented
MediaCity, Greater Manchester 75 1,900 2024 8 2026/2031 600-700 7-8 Consented
Finchley Road, NW3 100 1,400 2024 10 2027/2035 950-1,050 6-7 Consented
Buchanan Galleries, Glasgow 100 1,900 2025 9 2028/2036 1,000-1,100 7-8 Design
Lewisham, SE13 100 1,800 2026 14 2028/2037 1,100-1,300 6-7 Design
Total future pipeline 9,500 4,450-5,100

Delivering sustainably

During the year, we delivered a 16.6%
reduction in energy intensity compared

to 2019/20. This was up 0.9% year-on-year,
although this largely reflected particularly
low utilisation in the prior year in the early
months of emergence from the pandemic.
At current levels, it is 33.2% below 2013/14
levels and therefore remains on track vs
our target to reduce energy intensity by
45% from this baseline by 2030.

At the start of this year, we updated our
carbon reduction targets to align with the
Science Based Targets initiative’s (SBTi) new
Net-Zero Standard. Landsec was amongst
the first companies worldwide to have our
science-based targets validated under the
Net-Zero Standard, which is the world’s first
framework for corporate net-zero target
setting. In response to the new SBTi standard,
and in recognition of progress to date, we
have committed to a near-term target of
reducing direct and indirect greenhouse

gas emissions by 47% by 2030 from a 2020
base year and have committed to reach

net zero by 2040 from the same base year.
This significantly increases the scope of our
targets, as it now includes emissions from alll
sources, including all of our scope 3 emissions
such as the emissions from our development
pipeline, supply chain and customers.

In late 2021 we were the first UK property
company to launch our fully costed net zero
carbon transition plan. This plan will see us
deliver our science-based target and meet
the Minimum Energy Efficiency Standard

of EPC B by 2030, with the expected cost
for this already reflected in our current
portfolio valuation. 36% of our portfolio is
already rated B or higher, including 38% of
our office portfolio. The latter is down from
44% last year, partly reflecting the sale of
One New Street Square. We expect this to
increase to 44% in the coming months once
our current pipeline completes and this will
increase further from 2025 onwards, as the
benefits from our net zero transition
investment kicks in.

A Bluewater, Kent

We remain on track with this plan and have
now completed air source heat pump
feasibility studies for six offices, with four
progressing to concept design and two to
detailed design. We have also completed
the optimisation of building management
systems for 11 offices, and will be
completing this for two of our shopping
centres this year. In addition, we have
expanded our energy audits from 15 to 25
of our largest customers, which combined
cover 19% of the energy use in our office
portfolio. This identified potential annual
carbon and costs savings of 10-15% per
customer and we plan to expand this to
the next 12 customers this year.

A Mayfield, Manchester
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A Lucent, W1

A 21 Moorfields, EC2 - sold

We continue to work on driving down
upfront embodied carbon and during the
year we announced a target to reduce this
by 50% vs a typical development by 2030,
to below 500kgCO,e/m? for offices and
400kgCO,e/m? for residential. We are
already tracking an average 36% reduction
in upfront embodied carbon across our
future pipeline, which equates to an
average upfront embodied carbon intensity
of 640kgCO,e/m? on our offices and
535kgCO,e/m? for residential. To help us
achieve our longer-term targets, during the
year we signed up to the ConcreteZero
Initiative where we commit to using 100%
net zero concrete by 2050 with ambitious
interim targets. This complements our
existing membership of the SteelZero
Initiative and sends a clear signal of our

commitment to net zero to our supply chain.

Near-term, at Timber Square, SE1 our plans
show upfront embodied carbon intensity
of 535kgCO,e/m?, reflecting the retention
of part of the existing structure, a highly
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optimised design and the use of low carbon
cross-laminated timber. At Portland House,
SWI1, retaining the existing structure and
upgrading the existing facade has resulted
in upfront embodied carbon intensity of
395kgCO,e/m?. At Red Lion Court, SET we
expect an upfront embodied carbon intensity
of ¢.600kgCO,e/m?, reflecting the retention
of 35-40% of the existing basement and piles
and the use of a highly flexible concrete
structural solution with demountable
timber infills. The Forge, SE1, which recently
completed, is the first building in the UK

to be designed, constructed and aspiring to
operate in line with the UK Green Building
Council framework definition of a net zero
carbon building.

Building on our strong track record of
investing in our local communities, we have
enhanced our approach to community
investment by launching the Landsec
Futures fund last month. This is aimed at
improving social mobility in the real estate
industry and will see us invest £20m over
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A One New Change, EC4

the next ten years, to empower 30,000
people towards the world of work and
create £200m in social value. This includes
a bursary programme that provides
financial support to underrepresented
young adults studying for a placemaking
career, internships within Landsec and a
small grants programme for local charities
and community organisations in the areas
we operate.

Creating the right culture and
investing in our platforms

Our strong operational performance

and continued progress on executing our
strategy over the past year clearly reflects
the capability and dedication of the
substantial talent within Landsec. We
continue to work on creating the right
culture and a more diverse organisation,
which is key in getting the most out of
the valuable skills and expertise our teams
harbour and in successfully delivering our
strategy over time.

A The Forge, SE1

With this in mind, we initiated an
organisational review early last year aimed
at reducing internal complexity and
becoming more agile, customer-orientated
and outward focused. This work built on
previous changes in our retail team, where
we brought in significant experience and
capabilities from international retailer
backgrounds to focus more on growing
brand relationships and guest experience,
and our focus on retaining the unique
placemaking and design capability of

U+l during its successful integration over
the past 12 months.

As a result of this organisational review,
we made several changes, including to

our leadership team. We also reduced the
number of layers in our organisation and
increased management reporting spans.
This has improved our efficiency and freed
up resource to focus more on activities
which drive value for our customers, rather
than on internal processes. In a sector
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which is rapidly becoming more operational,
this further underpins the value of our
operating platforms and their future
growth potential.

Despite high inflation, this also meant

we managed to keep overhead costs flat
over the past 12 months and although
inflationary pressures remain elevated,

we expect overhead cost to be down
slightly for the current year. In early 2022
we also initiated significant investments in
upgrading our systems and data capability.
We incurred £6m of cost for this during the
year and expect a broadly similar cost in
the current year, but this is set to drive
further efficiency improvements for the
year to March 2025 onwards.
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Vanessa Simms reports on
our financial performance
and explains the movement

in our key financial measures.

P &

Highlights

£393m

EPRA earnings'
(2022: £355m)

53.1p (83.6)p

EPRA earnings Basic (loss)/earnings

£(622)m
(Loss)/profit before tax
(2022: £875m)

per share' per share
(2022: 48.0p) (2022: 117.4p)
£10,239m £7,072m
Combined portfolio’ IFRS net assets
(2022: £12,017m) (2022: £7,991m)

(8.3)%
Total return on equity’
(2022: 10.5%)

31.7%

Group LTV ratio’
(2022: 34.4%)

936p 50.1p

EPRA Net Tangible Underlying EPRA
Assets per share' earnings per share"?
(2022:1,063p) (2022: 48.0p)

38.6p

Dividend per share
(2022: 37.0p)

£3,28/m

Adjusted net debt’
(2022: £4,179m)

1. Including our proportionate share of subsidiaries
and joint ventures, as explained in the Presentation
of financial information in the Financial Review.

2. Excluding increase in surrender premiums received
of £22m.
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Presentation of financial
information

The condensed consolidated
preliminary financial information

is prepared under UK adopted
international accounting standards
(IFRSs and IFRICs) where the Group's
interests in joint ventures are shown
collectively in the income statement
and balance sheet, and all subsidiaries
are consolidated at 100%. Internally,
management reviews the Group's
results on a basis that adjusts for
these forms of ownership to present

a proportionate share. The Combined
Portfolio, with assets totalling £10.2bn,
is an example of this approach,
reflecting our economic interest in

our properties regardless of our
ownership structure.

Our key measure of underlying earnings
performance is EPRA earnings, which
represents the underlying financial
performance of the Group’s property
rental business, which is our core
operating activity. A full definition of
EPRA earnings is given in the Glossary.
This measure is based on the Best
Practices Recommendations of the
European Public Real Estate Association
(EPRA) which are metrics widely used
across the industry to aid comparability
and includes our proportionate share of
joint ventures’ earnings. Similarly, EPRA
Net Tangible Assets per share is our
primary measure of net asset value.

Measures presented on a proportionate
basis are alternative performance
measures as they are not defined
under IFRS. This presentation provides
additional information to stakeholders
on the activities and performance of
the Group, as it aggregates the results
of all the Group's property interests
which under IFRS are required to be
presented across a number of line items
in the statutory financial statements.
For further details see table 70 in the
Business analysis section.
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Overview

Global economic and financial market
conditions have changed considerably over
the past year. The volatility this caused has,
unsurprisingly, affected the valuation of
property and other asset classes across the
globe, but we have continued to focus on
driving operational performance and
executing our strategy. Our success in this
during the year has further strengthened our
strong balance sheet and quality of earnings
and underpins our confidence in our ability
to grow earnings and dividend over time.

EPRA earnings for the year were up 10.7%

to £393m, partly due to an increase in
surrender premiums received, which were

up £22m vs the prior year. The two main
surrenders unlocked the opportunity for a
major 17.5-year lease regear elsewhere in our
estate and two medium term developments.
Like-for-like gross rental income excluding
these surrender premiums was up 6.0%,

or 5.8% on a net rental income basis.

This reflects our strong leasing, growth in
turnover income in major retail destinations,
higher variable income and continued
growth in income across our hotel portfolio.

Despite our significant disposals, underlying
EPRA EPS, which excludes the 3.0 pence
impact of the increase in surrender
premiums, rose 4.4% to 50.1 pence, towards
the high end of our guidance for low to mid
single digit percentage growth. In line with
growth in underlying earnings, our 38.6 pence
dividend for the year is up 4.3% vs the prior
year. This reflects a dividend cover of 1.30x,
in line with our policy to have dividends
annually covered 1.2 to 1.3 times.

Although our successful leasing activity drove
growth in occupancy and ERVs, the value of
our portfolio was down £848m as a result of
an increase in valuation yields, reflecting the
rise in bond yields during the year. Despite our
growth in EPRA earnings, this resulted in an
overall loss before tax of £622m and basic

EPS of -83.6 pence, compared to a profit of
£875m in the prior year. As a result, EPRA NTA
per share reduced 11.9% to 936 pence, which
including dividends paid, resulted in a total
return on equity of -8.3%.
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Despite this, our decisive action during

the year further strengthened our strong
capital base. We reduced net debt by
£0.9bn to £3.3bn, so despite the reduction
in value of our portfolio, our LTV is down
from 34.4% to 31.7%. This is an imperfect
measure to judge leverage, particularly

so when investment activity is low and

the approach to valuations varies widely in
different markets, which is why in times like
this we focus more on net debt/EBITDA as
a cash-on-cash measure. This stood at 7.0x

EEIKE

at the end of March, down from 9.7x a year
ago, or 8.0x on a weighted average net
debt basis, down from 8.6x twelve months
ago. We increased our average debt
maturity to 10.3 years and with £2.4bn

of undrawn facilities, we have no need to
refinance any maturing debt until 2026,

so our balance sheet is in excellent shape.

Income statement
Our successful leasing activity and the high
quality of our portfolio is clearly reflected in
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the growth in income we have delivered.
Compared to the prior year, when the

UK was just emerging out of lockdown

at the start of the period, this growth

has been most prevalent in our major
retail destinations; our mixed-use assets,
where some of our future projects have an
existing retail use; and our subscale sectors,
which include our retail parks, leisure and
hotels, as trading in these areas returned
to normal.

Income statement! Table 9
Year ended 31 March 2023 Year ended 31 March 2022
Mixed- Mixed-
Central Major use Subscale Central Major use Subscale
London retail urban  sectors Total London retail urban sectors Total Change
£m £m £m £m £m £fm £m £m £fm fm £m

Gross rental income? 310 171 57 109 647 289 161 43 93 586 61
Net service charge expense (1) (8) (2) (1) (12) (1) (6) (2) (3) (12) -
Net direct property expenditure (19) (34) (11) (13) (77) (29) (26) (9) (12) (76) (1)
Movement in bad/doubtful debts provisions (1) 3 1 - 3 (1) 13 2 (2) 12 (9)
Segment net rental income 289 132 45 95 561 258 142 34 76 510 51
Net administrative expenses (84) (84) -
EPRA earnings before interest 477 426 51
Net finance expense (84) (71) (13)
EPRA earnings 393 355 38
Capital/other items
Valuation (deficit)/surplus (848) 413 (1,261)
(Loss)/gain on changes in finance leases (6) (6) -
(Loss)/profit on disposals (144) 115 (259)
Impairment charges (24) (6) (18)
Fair value movement on interest rate swaps 22 16 7
Other (12) (18) 14
(Loss)/profit before tax attributable to (619) 869 (1,488)
shareholders of the parent
Non-controlling interests (3) 6 (9)
(Loss)/profit before tax (622) 875 (1,497)

1.Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.

2.Includes finance lease interest, after rents payable.

Net rental income

Overall gross rental income increased by
£61m to £647m, which includes the benefit
of a £22m increase in surrender premiums
received compared to the prior year. This
increase reflects a lease surrender we
agreed at Southwark Bridge Road to create
optionality for a new redevelopment,
adjacent to our recent scheme at The Forge,
and the lease restructuring with Deloitte at
New Street Square we agreed at the start
of the year.

The space this freed up paved the way
for another lease regear with a different
major customer at the estate and the
successful disposal of One New Street
Square in January.

Excluding the increase in surrender premiums,
like-for-like gross rental income was up £29m,
or 6.0%. This included a £19m increase in
variable rent, which comprises income from
hotels, Piccadilly Lights, parking and retail
turnover rent, as trading normalised relative
to the pandemic effects in the prior year.

Overall net rental income for the year
increased by £51m to £561m. The reversal of
our bad and doubtful debt provisions was
£3m, compared to £12m in the prior year.
Direct property expenditure increased by
£1m, which reflects a £7m increase due to
acquisitions, offset by a £6m decrease in
direct property costs elsewhere in the
portfolio. This reflects the benefit of
increased occupancy and our focus on
costs. Net service charge expenditure was
stable compared to the prior year.
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continued

The full year impact of our acquisitions in
late 2021 more than offset the impact from
disposals during the past 12 months, so
overall the impact of investment activity
on net rental income for the year was £8m.

As a result, our gross to net margin was
86.7%. We expect this to improve on a
like-for-like basis, as void and letting costs
reduce as occupancy continues to grow.
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However, we expect the overall margin
to reduce slightly this year, reflecting the
start-up cost of opening three new Myo
locations and the initial lease-up cost of
our three London office developments
which will be completed by this summer.

Rent collections remain strong and are
currently in line with this time last year
and pre-Covid levels. We have seen minimal
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insolvencies and no CVAs during the period,
although Cineworld, which makes up 2.0%
of our annual rent, entered Chapter 11
bankruptcy protection in the US. We have
taken appropriate provisions during the
year and its recently announced
recapitalisation now provides a positive
step forward, whilst all units in our portfolio
continue to trade and the company
continues to pay rent.
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like-for-like movement
in the period?

1. Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.
2. Gross rental income on a like-for-like basis and the impact of developments, acquisitions and disposals exclude surrender premiums received.

Net administrative expenses

Despite the surge in UK inflation, our net
administrative expenses were stable vs

the prior year at £84m, in line with our
guidance. This includes the full absorption
of the additional administrative cost of

the U+l acquisition at the end of 2021 and
reflects our continued focus on making
sure our cost base is right. This also includes
£6m of costs reflecting an investment in
upgrading our systems and data capability,
which based on updated IFRIC accounting
guidance is now expensed instead of
capitalised. This is expected to reduce from
the year to March 2025, as this investment
programme completes during that year.

Although high wage inflation and general
cost inflation continue to put upward
pressure on costs, we expect administrative
expenses for this year to be down slightly.
This reflects the efficiency benefits of the
organisational review we undertook last
year. We have identified clear opportunities
to reduce costs the years after, partly
driven by our investments in technology,

so we remain on track to reduce our EPRA
cost ratio towards the low 20’s over time,
compared to 25.2% last year and 26.4%

in the prior year.

Net finance expenses

Net interest costs increased £13m to £84m,
principally due to higher gross borrowings
in the first half of the year, ahead of
disposals during the year, plus an increase
in variable interest rates. At the start of last
year, 70% of our borrowings were fixed or
hedged but following our disposals, we are
now fully hedged. We expect net interest
costs to increase slightly in the current year,
reflecting a small increase in average
borrowing costs.
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Non-cash finance income, which includes
the fair value movements on derivatives,

caps and hedging and which is not included

in EPRA earnings, increased from a net
income of £16m in the prior year to a net
income of £23m over the past year. This
is predominantly due to the fair value
movements of our interest-rate swaps as
a result of the increase in interest rates
over the period.

Valuation of investment properties
and loss on disposals

The independent external valuation of
our Combined Portfolio showed a £848m
value reduction. Whilst the strong leasing
evidence we created drove 3.6% ERV
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growth and we delivered further profits

on our current development pipeline, the
upside of this was more than offset by a
market-wide softening of yields due to the
sharp rise in bond yields.

We recognised a £144m loss on disposals,
mostly reflecting the discounts to historical
book value on the sale of 21 Moorfields and
One New Street Square, partly offset by the
premiums to book value of the sale of 32-50
Strand and a leisure asset in north London.

IFRS loss after tax

Substantially all our activity during the year
was covered by UK REIT legislation, which
means our tax charge for the year remained
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minimal. Reflecting the increase in EPRA
earnings, offset by the valuation shortfall,
IFRS loss after tax for the period was
£622m, compared to a profit of £875m

in the prior period.

Net assets and return on equity
EPRA Net Tangible Assets, which principally
reflects the value of our Combined Portfolio
less adjusted net debt, reduced to £6,967m,
or 936 pence per share, marking a 11.9%
reduction for the year on a per share basis.
Including dividends paid, this means our
total return on equity for the year was -8.3%.

Balance sheet! Table 11
31 March 31 March
2023 2022
£m £m
Combined Portfolio 10,239 12,017
Adjusted net debt (3,287) (4,179)
Other net assets/(liabilities) 15 50
EPRA Net Tangible Assets 6,967 7,888
Shortfall of fair value over net investment in finance leases book value 6 6
Other intangible asset 2 2
Excess of fair value over trading properties book value (12) -
Fair value of interest-rate swaps 42 21
Net assets, excluding amounts due to non-controlling interests 7,005 7,917
Net assets per share 945p 1,070p
EPRA Net Tangible Assets per share (diluted) 936p 1,063p
1.Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.
Movement in EPRA Net Tangible Assets' (£m) Clieri 12
Diluted per share (pence)
1,063 53 (92) (10) (12) (39) (22) (5) 936
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Total valuation deficit £848m

1. Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.
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Net debt and leverage

Adjusted net debt, which includes our
share of JV borrowings, reduced by £892m
to £3,287m during the year. This was
principally driven by our £1.4bn of disposals
in London. We spent £120m on acquisitions,
including the debt secured against St David’s
in Cardiff. Capital expenditure on our
portfolio was £340m, reflecting our
London office development programme,
the preparation of future developments
and the investment in our existing assets.
We only have £90m committed capex left
to spend, although we anticipate this will
increase in the coming months as we
commit to the full refurbishment of
Portland House and our new development
at Timber Square.
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The other key elements behind the
decrease in net debt are set out in our
statement of cash flows and note 13 to
the financial statements, with the main
movements in adjusted net debt shown
below. A reconciliation between net debt
and adjusted net debt is shown in note 21

of the financial statements.

Due to the reduction in borrowings, our
net debt/EBITDA reduced to 7.0x based on
our net debt at the end of March, or 8.0x
based on our weighted-average net debt
for the year. We target net debt/EBITDA
to remain below 9x over time. Group LTV
which includes our share of JVs, reduced
from 34.4% to 31.7%. This remains well
within our target range of 25% to 40%
and in line with the low 30’s level we said
we expected for the foreseeable future.
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Net debt and leverage b

31 March 31 March

2023 2022

£m £m

Net debt £3,348m £4,254m

Adjusted net debt? £3,287m £4,179m

Interest cover ratio 4.5x 4.9x

Net debt/EBITDA 7.0x 9.7x

(period-end)

Net debt/EBITDA 8.0x 8.6x
(weighted average)

Group LTV* 31.7% 34.4%

Security Group LTV 33.0% 36.4%

1. Including our proportionate share of subsidiaries and
joint ventures, as explained in the Presentation of
financial information above.

Movement in adjusted net debt' (£m)
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Adjusted net debt

at 31 March 2022
Adjusted net cash inflow
from operating activities

Dividends paid

Capital expenditure

Acquisitions

Disposals

Other

Adjusted net debt
at 31 March 2023

1. Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.



Strategic Report

Financing

Our gross borrowings of £3,358m are
diversified across various sources, including
£2,736m Medium Term Notes, £310m
syndicated and bilateral bank loans and
£312m of commercial paper. Our MTN and
bank loans form part of our Security Group,
which provide security on a floating pool

of assets currently valued at £9.6bn. This
provides flexibility to include or exclude assets
and an attractive cost of funding, with our
MTN currently rated AA and AA- with a
stable outlook respectively by S&P and Fitch.

The Security Group structure has a number
of tiered covenants. Below 65% LTV, these
involve very limited operational restrictions,
whilst a default only occurs when LTV is more
than 100% or the ICR falls below 1.0 times.
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With a Security Group LTV of 33.0%, down
from 36.4% in March, our portfolio could
withstand a ¢.50% fall in value before

we reach the 65% hurdle and 67% before
reaching 100%, whilst our EBITDA could fall
78% before we reach 1.0x ICR.

We have £2.4bn of undrawn facilities, which
provides substantial flexibility. The amount
of borrowings which is fixed or hedged
increased from 70% to 100%, as we used
the proceeds from our significant disposals
during the period to repay part of our
floating debt, as planned. We expect this
figure to come down slightly as we repay
some of our near-term maturities and
continue to target a medium-term range
of ¢.80-90% to keep some flexibility for
potential divestments.
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In March, we issued our first Green bond,
which is earmarked for the investment in

our near-term London pipeline. This raised
£400m with a 9.5 year maturity at a margin
of 133bps, representing an all-in cost of
4.875%. Combined with the reduced
utilisation of our revolving credit facilities, this
increased our average maturity of debt from
9.110 10.3 years, even though our average
cost of debt only rose slightly, to 2.7%.

We have £733m of debt maturing in the next
two and a half years, but all of this is more
than covered by existing undrawn facilities,
which means we have no refinancing
requirements until 2026.

Available facilities! el 19
31 March 31 March

2023 2022

£m £m

Medium Term Notes 2,736 2,341
Drawn bank debt 310 1,519
Outstanding commercial paper 312 499
Cash and cash equivalents? (74) (172)
Available undrawn facilities? 2,386 1,134
Total committed credit facilities 2,934 2,980
Weighted average maturity of debt 10.3 years 9.1 years
Percentage of borrowings fixed or hedged 100% 70%
Weighted average cost of debt 2.7% 2.4%

1.Including our proportionate share of subsidiaries and joint ventures, as explained in the Presentation of financial information above.
2.Cash and cash equivalents and available undrawn facilities have been restated as at 31 March 2022 following a clarification by IFRIC on classification of funds with externally

imposed restrictions.

Outlook

Looking ahead, our strong capital base
puts us in an excellent position to take
advantage of opportunities which will no
doubt arise as the world continues to adjust
to the new reality of higher interest rates
and tighter credit conditions. Our strong
credit profile and long 10.3-year average
debt maturity therefore provide clear
visibility and underpin the resilience of
our attractive earnings profile.

We now target to deliver an 8-10% annual
return on equity over time, driven by a
combination of growing income returns
and capital growth from rental value growth
and development upside. Short term
changes in valuation yields remain beyond

our control, which means we will not land
precisely in this range every single year,

but our high-quality portfolio and the clear
competitive advantages of our operating
platforms mean we are well placed to
deliver this over time. For the current year,
we expect continued customer demand to
drive low to mid single digit growth in ERVs
in London and major retail destinations.

We expect EPRA EPS for the current year to
be broadly stable vs last year’s 50.1 pence
underlying EPS. This reflects the fact that
we expect the positive impact from
continued strong operational performance
and like-for-like rental growth to be more
or less offset by the fact that we have been
- and in the near term will likely remain -

a net seller of assets. It also fully absorbs
c.£10m of impact from the last over-rented
retail leases resetting, Myo start-up

costs and IT systems investment this year.
As such, we expect EPRA EPS to return

to growth the year after. As our current
dividend cover is at the high end of our
1.2-1.3x target range, we expect dividends
to grow by a low single digit percentage
p.a. over these two years.

DS

Vanessa Simms
Chief Financial Officer
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Our people and culture

At Landsec, we aim to create a high-performance
environment where each of our circa 600 colleagues
can see clearly how they contribute to, and benefit

from, Landsec’s success.

Our approach ensures everyone is clear
about what we expect of them, through
frequent communication and feedback.
This constantly raises performance
expectations as people are accountable for
what they do, and know how to contribute
to our success and how that will link to the
rewards they then receive.

Our leadership behaviour sets the cultural
tone, with an emphasis on achievement
through partnership, collaboration, self-
management and building an inclusive
environment being central to success.

Recognising and celebrating one another,
being open about and learning from our
mistakes, and creating time for innovation
and creativity, lay the foundations of
realising our ambitions in the Landsec way.

We aim to build a workforce that is skilled,
adaptable and future-focused, to enable
our business to grow and thrive in the ever-
changing environment it operates in. We
know that if we take care of our people, our
people will take care of our customers and
our business. We want to be an employer
of choice everywhere we operate, so we
can attract, recruit and retain the best
people. We build our business on strong
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“The Circl Leadership Programme has

opened my eyes to inclusive leadership,
using the power of coaching to build
stronger, more effective relationships.
The skills that | have gained from the
programme are helping me and my fellow
Circl graduates to create a culture where
everyone is empowered to take action
and deliver results. It's great that
Landsec offers this programme which is
delivered by an engaging, creative team.”

Beth Howell, Retail Manager at Landsec graduating
from the Circl Leadership programme

foundations, with our purpose - Sustainable
Places, Connecting Communities, Realising
Potential - being firmly at the heart of
everything we do and every decision we
make. We are vocal in our commitment to
equal opportunities, diversity and inclusion.
We invest in learning and development for
all, and support wellbeing, and healthy and
safe workplaces.

We aim to pay fairly and competitively, and
recognise and reward high performance.
We expect the best from all our people,
providing the support needed for every
individual to flourish and demonstrate their
inherent talent and capability.

Employee engagement

Themes Response favourability

Our culture
Trust
Empowerment
Accountability
Purpose
Enablement
Autonomy
Reward
Leadership

Engagement

® Favourable ® Neutral

Unfavourable

Chart 16

/7%

Overall employee
engagement score
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Transforming our business for success
Responding to uncertainty and turning
challenges into opportunities has become
standard, so we are constantly looking to
develop even more ways to support our
colleagues to adapt and thrive.

We have taken decisive steps to transform
our business, ensuring we are in the optimum
position to best support our customers

in achieving their goals. Alongside this
transformation, we've created a suite of
development products designed to hone
the skills, capabilities and experiences

that will set our people apart, and equip

us for growth.

Listening to our people

We know it is critical to listen to every
employee’s voice, and use that feedback
to continually improve our business. We
launched a new employee survey, where
we are able to benchmark our results with
other organisations based on size or sector.
This has given us some clear insights that
will allow us to identify areas of strength
and areas for improvement. Questions
focused on the key employee viewpoints
that underpin engagement and allowed
us to explore our culture.

75% of our colleagues responded, with an
overall engagement score of 77% across
the business (see chart 16). This puts us
on par with organisations of a similar

size and provides us with a target to reach
to compare to the highest-performing
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organisations. The survey identified
strengths in our clear purpose and the
quality of our portfolio as well as strong
interpersonal relationships. Each business
area has created a plan detailing what they
will do to address the points where we can
improve performance.

Developing our talent

We know great leadership is central to our
success, so, alongside our key Leadership
Development programmes - Stepping into
Leadership, Leading with Purpose and
Circl Leadership Programme - we have
curated learning mapped to our leadership
expectations, targeting ‘courageous’
conversations, performance, development
and careers.

We are incentivising the demonstration

of excellent leadership, with a proportion
of leaders’ performance-related pay (PRP)
taken into consideration.

Highlighting achievements

¢ As a signal of our commitment to
improving leadership and management
effectiveness - 77 managers and leaders
have attained an Institute of Management
and Leadership accreditation, having
participated in our cornerstone leadership
programmes, while 36 more are currently
working on the accreditation.

e Demonstrating a self-driven appetite
for development - our people have
completed 9.2 hours of learning each on
average, and completed 6,442 courses.
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e Supporting our commitment to diversity
and inclusion (D&l) - 28 women have
completed our female-focused
development programme Thrive, with
a further 14 having just started a new
programme.

e Developing deeper relationships more
effectively both internally and externally
is underlying to our ongoing success —
97% of our workforce has completed the
Strengths Deployment Inventory (SDI),
which supports meaningful and effective
relationship-building.

Developing our approach to diversity
and inclusion

This year, we revised our approach to D&,
launching our new strategy: Diverse Talent,
Inclusive Culture, Inclusive Places.

We created our new framework with
colleagues across the business, and it is
endorsed by our Executive Leadership Team
and Board. We have developed a shared
vision that articulates why D&l is important
to Landsec, and what we want to achieve:

“We design, develop and manage more
inclusive, commercially successful places
through attracting and nurturing diverse
talent within a culture that enables
everyone to reach their full potential.”

We will achieve this vision through actions
grouped under three pillars, nine D&
themes and foundations that support the
overall delivery:

Our D&l strategy

Our purpose — Sustainable places, connecting communities, realising potential

Our vision — We design, develop and manage more inclusive, commercially successful places through attracting and nurturing
diverse talent within a culture that enables everyone to reach their full potential

Diverse talent
We will recruit, retain and progress a diverse
workforce at all levels and nurture and

support diverse talent into the wider real
estate industry.

Inclusive culture
We will create a workplace culture where all
colleagues are respected, supported and
empowered to realise their potential.

Inclusive places
We will design, build and manage places that
meet the needs of the communities we serve
and use our position in industry to create
positive D&l change.

V Leadership
V Workforce
V Future talent

V Inclusive leadership
V Employee engagement
V Training and ongoing learning

Foundations

y Procurement and supply chain
y Development

y Operations

Our approach to D&l will be led by data and evidence of what works, and we will build transparency
and accountability to make sure we meet our commitments.
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Our people and culture

continued

Since the launch of the strategy, we are
already taking action as highlighted below.

Diverse talent

e To support greater leadership diversity,
we have introduced a new inclusive
recruitment process for senior-leader level
and above. This will involve de-biasing
role descriptions, mandating ethnic and
gender diversity on shortlists, and
including an employee panel in the
assessment process.

e We launched the Landsec Futures
internship programme to enhance
social mobility within our business and,
more broadly, within the wider real
estate industry.

Inclusive culture

e Our affinity networks continue to have
an important voice in our business in
advising how we shape our culture,
and this year played a part in improving
support for colleagues through some
of the most challenging life milestones.

Inclusive places

e We are implementing a D&l procurement
and supply chain strategy with three core
objectives, increasing the diversity of our
supply chain, improving D&l practices
within our supply chain, and working
with suppliers who can support us in
delivering our strategy. We have included
specific D&l training requirements in
contractual specifications, made the
latest guidance on designing for
neurodiversity part of our design brief
for a major wayfinding contract, and
worked with our supply chain partners
to develop a diversity plan for our Timber
Square development.

e Our revised commitments and actions
are led by data and evidence of what
works. We have introduced improved
dashboards, helping us to know
workforce diversity by business unit and
level, but also to understand recruitment,
promotion and turnover trends, to inform

where we need to change. This has led to
a greater focus on diversity at leader level
and above, in our targets and priorities,
which are proving to make a difference,
like including multiple women in shortlists
for leadership positions.

e We will be transparent about our work,
publishing annually our progress towards
our targets. To support accountability
for this, our Executive Leadership Team
members have annual diversity targets
in their performance plans, linked to their
bonuses. These targets focus on diversity
at leadership, with KPIs relating to
increasing diversity in succession plans
and talent development programmes,
and for reducing senior leavers we would
wish to retain.

Affinity networks

In support of our D&l objectives, we want
to hear all voices across the Company, and
so we continue to work closely with our four
affinity networks to ensure we get feedback
from all perspectives. They have achieved a
huge amount this year, including:

Landsec Women

e Celebrating International Women'’s Day
with a highly successful event on Allyship.

e Continued external networking in the
wider property industry to enhance the
profile of Landsec Women.

Hand in Hand

e Running another hugely successful Purple
Tuesday event across Landsec assets
to support improving accessibility and
inclusivity for disabled people, and to
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raise the profile of improving the
customer experience for disabled people
and their families.

e Working with our partners to deliver
education programmes to our workforce,
to provide support and education
on topics such as the menopause,
neurodiversity and maintaining a
healthy lifestyle.

Landsec Pride

e Celebrating LGBTQ+ History Month
in February with our British Queer
History exhibition at our head office.
The exhibition allowed our workforce to
learn more about the LGBTQ+ movement
in the UK, highlighting the progress made
to date but also raising awareness of the
work still to do.

® We hosted Oxford Pride at Westgate -
opening the doors of our centre for
the celebrations of the local LGBTQ+
community.

Diaspora Network

e Led a series of events during Black History
Month, including hosting black business
owners' pop-up markets across a
number of Landsec sites and facilitating
an event with our partners to celebrate
black art and culture and showcase
black excellence in music, poetry,
comedy, art and food.

e Ran a three-day event with Somerset
Multicultural Association, Clarks
and UNTHNKBLE to celebrate Black
History Month.
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Diversity charts

Gender by level (%)
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Whole organisation

® Male @ Female

Our overall workforce is gender balanced with 50% female representation
and 50% male representation. We are increasing our focus on achieving
greater gender balance at Leader level and above and have seen
improvements over the past year, particularly at Executive level where
female representation has increased from 22% to 33%. We have also seen
small improvements at Senior Leader level (from 30% to 31%) and Leader
level (from 35% to 36%).

Whole organisation by sexual orientation (%)

® Heterosexual - 84

LGBO (Lesbian, gay, bisexual
or other) - 4

@ Prefer not to say - 9
Not recorded - 3

O

4% of our staff are Lesbian, Gay, Bisexual or Other (LGBO), slightly higher
representation than in the wider UK based on Census population statistics.
Our LGBTQ+ focus remains on creating an inclusive culture for all LGBTQ+
colleagues and supporting LGBTQ+ inclusion in the wider real estate industry.

Ethnicity by level (%)

Executive
Senior leader
Leader
Manager

Professional

Support
® White ©® Asian @ Black © Mixed @ Other © Prefer not say ~ Not provided

18% of our staff are from ethnic minority backgrounds, broadly
representative of the overall UK population. We are increasing our focus
on achieving greater ethnic diversity at Leader level and above having
seen minor decreases in ethnic minority representation at Senior Leader
level (from 3% to 0%) and Leader level (10% to 8%) over the past year.

Whole organisation by disability (%)

® Disabled - 4
No disability - 92

@ Prefer not to say - 3
Not recorded -1

4% of our employees are disabled, a one percentage point decrease from
last year. There has been no change since last year in the percentage of
employees who have not recorded their details or prefer not to say (4%).
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Our people and culture
continued

Pay gap

We are committed to reducing our pay

gaps through improving the representation
of women and ethnic minority staff at all q
levels of the business 4 Our mean gender pay gap Our median gender pay gap [ERE4

Please note these are our 2022 pay gap
figures. We plan to report our 2023 pay
gap figures later this year. While we made
progress in some areas in 2022 - notably 2022 2022
i|: reducing our gender pay gap - we went > 308% > 28 7%
ackwards on our ethnicity pay gaps.
Pay gap reporting not only supports
transparency, it also helps us to identify
the actions we need to take to address
these gaps. Further details of our actions

Gender pay gap

are available at Landsec.com. llcblei2s
Quartile split (hourly rate - mean)

Our mean gender pay gap reduced from Quartile proportions No. Male Female  Total Avg Male Female % Gap
36.6% to 30.8% in 2022 and our median Lower Income Quartile 133 30.8% 69.2% £17.65 £17.34 £17.78 -2.53%
gender pay gap reduced from 29.5% to Lower Middle Income Quartile 133 42.9% 57.1% £27.96 £29.01 £27.16 6.37%
28.7% over the same period. This reduction - - S . .

in the gender pay gap is primarily due to Upper Middle Income Quartile 133 53.4% 46.6% £40.47 £40.26 £40.72 -1.15%
increases in the representation of women in Upper Income Quartile 133 69.9% 30.1% £83.81 £85.64 £7954 7.12%

the upper middle pay quartile (1.7 percentage
point increase) and upper pay quartile

(2.9 percentage point increase) over the
past 12 months. This is a result of a higher Ethnicity pay gap

number of male leavers in the upper pay
quartile than joiners and an increase in

female representation at executive level. Our mean Ethnicity pay gap
median ethnicity pay gap increased

from 27.6% to 37.6% in the same period. 2022 2022

Our ethnicity pay gaps have increased > 36 5% > 37 é%
because the representation of ethnic
minority staff has increased in the lowest
pay quartile and decreased in all other pay
quartiles. This is due to a high proportion
of ethnic minority new starters at our
more junior levels - 50-70% of new starters

at these levels over the past 12 months are Prefer
from ethnic minority backgrounds. Ethnic not Total Ethnic

Our mean ethnicity pay gap increased
from 32.7% to 36.5% in 2022 and our

Table 26

Quartile split (hourly rate - mean)

Quartile proportions No. White minority  tosay Avg White minority % Gap
During the same period, we had a higher Lower Income Quartile 133 70.7% 29.3% 0.0% £17.65 £17.34 £16.77 3.30%
proportion of ethnic minority staff leave Lower Middle Income Quartile 133 75.9% 22.6% 1.5% £27.96 £29.01 £28.07 3.24%
the business at manager level and this Upper Middle Income Quartile 133 90.2%  9.0% 0.8% £40.47 £40.26 £40.98 -1.80%
decreased ethnic minority representation Upper Income Quartile 133 89.5% 6.8% 3.7% £83.81 £85.64 £65.72 23.26%

within these more senior roles. This points
to the importance of our affinity networks
and the need for us to increase our focus
on retention.
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Wellbeing

Just as we provide places that support the
wellbeing of our customers and guests, we
also ensure we protect the wellbeing of our
own people. This year, we have continued to
build on the broad range of benefits offered
for social, financial, mental and physical
wellbeing, by arranging sessions such as
healthy lifestyle webinars and creating a
financial wellbeing partnership to provide
financial education and financial peace

of mind.

We continue to respect and encourage

the need for balance in all aspects of life,
by supporting initiatives such our first

Work Life Balance group, created by

our Regeneration Development Team to
gauge thoughts and feelings, and gather
suggestions of things we could do to create
the most effective work-life balance.

In recognition of supporting families better
during their most challenging periods, we
have created a new policy for colleagues
going through pregnancy loss, with paid
time off, and improved our policy on
compassionate leave, which recognises
the importance of close relationships
outside of immediate family. We also
created comprehensive guidelines on
how to support colleagues through loss
or bereavement, to equip our workforce
to do this in the best way.

Recruitment and retention

Despite some challenging considerations
over the last 12 months, turnover has
remained stable and consistent with the
last financial year. We have undergone
only very marginal changes in voluntary
and involuntary turnover, in line with our
expectations, which is a positive outcome
when viewed in the context of challenging
macro factors presenting significant
economic and cultural challenges.

We are now looking to the future as

we continue to seek out talented and
passionate individuals to join our team.
This year, we have focused particularly on
building future talent through the launch
of our Internship scheme, Landsec Futures,
which aims to provide opportunities in the
real estate industry to those from diverse
backgrounds. This scheme received
overwhelming interest, with 75 applicants,
and introduced some fantastic talent to
opportunities within our sector. This year,
we will welcome seven individuals into

our business, creating aspirations and
opportunities for fresh new talent. Read
more about this on page 44 of this report.

We have also continued to focus in a big
way on developing our own internal pipeline
of talent with great skills, behaviour and
capabilities. This has resulted in 35 internal
promotions, 21 of whom were female
appointments.

Landsec Annual Report 2023

039



040 Landsec Annual Report 2023

EEIKE

Our approach to sustainability

Our sustainability vision is to design, develop
and manage our places to enhance the health
of our environment and improve the quality of
life for our people, customers and communities,

now and for future generations.

We recognise the strong link between the
planet and society, and the importance

of maintaining strong sustainability
performance as a key value driver to our
business. As the war in Europe continues to
disrupt livelihoods and global supply chains,
including energy, and the fact that 2022
was the fifth-hottest year on record, The
World Economic Forum’s Global Risk Report
2023" has identified the cost-of-living crisis
and failure to mitigate and adapt to
climate change as two of the major global
risks for the next decade. Addressing these
risks requires action from government,
non-governmental organisations, media,
individuals and purpose-led businesses

like Landsec. In addition, our customers
are also increasingly aware of these issues,
and demanding an exemplary approach

to sustainability.

It is therefore critical that we continue to
focus on achieving our vision, embedding
our Build well, Live well, Act well (BWLWAW)
framework across our organisation - to help
balance the needs of our stakeholders with
positive environmental and social impact.
This year, we've maintained our focus on:

e driving down operational carbon
emissions through our net zero transition
investment plan and striving to meet our
ambitious embodied carbon targets

* maintaining our prudent approach to
energy procurement to protect our
customers from rising energy costs

¢ supporting the needs of our communities,
specifically those groups who are
disproportionately affected by rising
living costs.

2022/23 highlights

7400m

Inaugural Green bond issued under our
Green Financing Framework (value as of
March 2023), attracting capital to support
the creation of green buildings, renewable
energy and energy-efficiency projects.

25

Office occupiers engaged to identify
opportunities to reduce energy
consumption by 20-30%.

33%

Reduction in energy intensity from 2013/14
baseline, so we remain on track to achieve
a 45% reduction by 2030.

55%

Reduction in operational carbon emissions
(tCO,e) compared with 2013/14 baseline,
on track to meet carbon-reduction target
of 70% by 2030.

£20m

Committed £20m to enhance social
mobility and create pathways for people
from underrepresented backgrounds into
our industry through Landsec Futures.
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Net Zero
by 2040

Updated our carbon-reduction targets to align
with the Net-Zero Standard from the Science
Based Targets initiative (SBTi), committing to
achieve net zero by 2040.

36%

Reduction in upfront embodied carbon
compared to traditional construction methods
achieved at The Forge, SE1. Our first net zero
carbon building and the first commercial
building to be designed and built using a
platform approach to design for manufacture
and assembly.

100%

Of our portfolio is compliant with the 2023
Minimum Energy Efficiency Standard (MEES)
of EPC E and 36% of our portfolio already at
EPC B or higher - the proposed MEES for 2030.

7,067

People facing barriers in our communities
supported towards the world of work, and
£25.1m of social value created, since 2020.

— For our full 2022/2023
sustainability progress update visit
landsec.com/sustainability/
sustainability-performance

1. weforum.org/reports/global-risks-report-2023
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Decarbonising our portfolio
and transitioning to net zero

Our net zero transition

investment plan

In November 2021, we published our £135m

net zero transition investment plan (NZTIP).
It will ensure we meet our near-term carbon-
reduction target and the proposed Minimum
Energy Efficiency Standard (MEES) of EPC B
by 2030.

Our portfolio is now 100% compliant with
the 2023 MEES EPC E or above requirements.

In addition, 36% of our portfolio, 38%

of offices and 34% of retail, are already
meeting the proposed MEES of EPC B.

With the sale of 1 New Street Square,

which had an EPC B rating, the proportion
of our portfolio meeting EPC B has reduced,
however we are confident that as we
continue with our NZTIP we will meet the
proposed MEES.

We expect the plan to remove 24,000
tonnes of carbon emissions from
Landsec’s operations.

We are making excellent progress with our
plan, spending over £2m in 2022/23 on the
following initiatives:

e Moving to cleaner sources of energy,
replacing gas-fired boilers with air source
heat pumps.

e Optimising building management
systems, ensuring they operate in
accordance with the way buildings are
occupied. We're testing predictive and

Portfolio EPC rating (by ERV)

2020/21

24%

2021/22 36%

2022/23 36%

Chart 27

20% 4% 42% 25%

VIS Y 28% 5%b 1%P 4%

33% PAKA 3%

EPC data excludes spaces that are not required to have EPCs, spaces designated for development, spaces with
registered EPC exemptions or spaces not covered by MEES regulations such as assets located in Scotland.

Retail and office breakdown
Retail
2021/22 29%

2022/23 34%
Offices

2021/22

2022/23 38%

®@AB OC D

45%

Chart 28

37% 19% 5% 42% 8%

41% 19% 6%

12% 38% 5%

22% 40%

F-G EPC required
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self-adaptive Al technology to optimise
heating, ventilation and air-conditioning
systems at our head office. We predict
this will contribute to energy reductions
of up to 10%.

e Increasing the capacity of onsite renewable
energy, installing solar panels at eight of
our retail sites. This year we carried out six
air source heat pump feasibility studies and
seven renewable energy feasibility studies.

e Replacing all fluorescent lighting with LEDs.

Reducing emissions from

our construction activities
Approximately a third of carbon emissions
from commercial buildings are produced
before a building is even occupied'. For
Landsec, 40% of our total emissions comes
from capital goods which include our
construction activities. We expect this
proportion to increase as we decarbonise
our buildings, the grid decarbonises, our
development pipeline expands and our
occupiers employ more sustainable
working practices.

To address this, we've set ambitious targets
to reduce emissions from our construction
activities, targeting a 50% reduction in
average upfront embodied carbon compared
with a typical building by 2030. Achieving
this target won't be easy and we know
we're going to have to do things differently
- making changes throughout our supply
chain to transform the way we design and
develop buildings, ensuring we consider
carbon from the outset of a scheme.

We're investing in low-carbon construction
materials such as cross-laminated timber
and Concretene, which we hope will build
confidence in these products and pave
the way for the industry to accelerate the
transition to net zero. To further increase
industry demand for low-carbon steel

and concrete, we're signatory members

of SteelZero and ConcreteZero.

1. The Net-zero buildings Halving construction
emissions today report (2022).
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Build well
continued

Understanding that a substantial amount
of material often sits below the ground in
basements and structural foundations, our
starting point is to consider repurposing
existing buildings rather than demolishing
and replacing them, to reduce the upfront
embodied carbon of a scheme. If we
conclude that a retention scheme would
result in a significantly sub-optimal product
for our customers or communities by
limiting the public benefits we can provide,
we will look into a replacement scheme
that maintains a focus on positive
environmental outcomes, for example,

by reusing and upcycling demolition waste.

This year we completed The Forge, SE1, our
first net zero carbon office development
to be constructed and operated in line
with the UK Green Building Council’s
(UKGBC) framework definition of net zero
carbon buildings.

In addition to its net zero credentials,
The Forge has the following sustainability
features:

e Approximately 36% reduction in overall
upfront embodied carbon compared
to traditional construction methods.

e |tis an all-electric building that uses
heat pumps to provide heating, cooling
and hot water.

e Powered by 100% renewable electricity.
e 5-star NABERS UK design-stage rating.

e Roof top solar PV panels, green roof
areas and rainwater harvesting - all
contributing to an Excellent BREEAM
rating.

® 18.4% reduction in primary steelworks
compared to traditional steel frame.

® 13% less concrete compared with
traditional benchmarks.

® 50% ground granulated blast-furnace
slag (GGBS) content in substructure
concrete and 40% GGBS content in
Platform Design for Manufacture and
Assembly (P-DfMA) floor slabs.

e All remaining upfront embodied carbon
has been offset using Gold Standard
carbon credits.
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Taking a prudent approach to
energy procurement

Landsec has a flexible-procurement
framework in place to manage wholesale
energy risk across our portfolio. The
strategy is to spread risk as much as
possible by forward-hedging three years

in advance in six-month trading windows
to minimise our exposure to market
conditions, which is to be fully hedged by
financial year end. We review our usage
across our assets every quarter to ensure
we make accurate purchasing decisions
that meet expected consumption. We have
again procured 100% renewable electricity
as part of our ongoing commitment to
RE100; a global group of large companies
that will use only 100% renewable power.

We continue to reduce our exposure to
the wholesale markets by buying into
longer-term, fixed-rate renewable
contracts. We will be aiming to introduce
Corporate Power Purchasing Agreements
into Landsec’s fuel mix by 2025.

Updating our carbon-reduction
targets, committing to net zero
by 2040

Our current science-based carbon-
reduction target is to reduce our
operational carbon emissions by 70%
by 2030, from a 2013/14 baseline year.

In October 2021, due to the scale and
urgency of the climate emergency, the
Science Based Target initiative (SBTi)
published the Net-Zero Standard, which
provides the world’s first credible,
independent assessment of corporate

net zero targets. We've therefore increased
our ambition this year in response to this
standard, updating our science-based
targets to cover emissions from all sources,
including all of our reported scope 3
emissions such as emissions from our
development pipeline, supply chain and
customers. We have updated our baseline
from 2013/14 to 2020 and have committed
to reach net zero by 2040, ensuring we will
meet the requirements set out by the SBTi.
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— Overall net-zero target: We've
committed to reaching net zero
greenhouse gas (GHG) emissions across
the value chain by 2040 from a 2020
base year.

— Near-term target: We've committed
to reducing absolute scope 1, 2 and 3
greenhouse gas emissions 47% by 2030
from a 2020 base year.

— Long-term target: We've committed to
reducing absolute scope 1, 2 and 3 GHG
emissions 90% by 2040 from a 2020
base year.

To achieve our near-term target, we must
continue to execute our net zero transition
investment plan (NZTIP) as detailed
above. In addition, we must achieve

our embodied-carbon target by 2030, to
reduce average upfront embodied carbon
by 50% compared with a typical building,
aiming for 500 kgCO,e/m? for offices and
400 kgCO,e/m? for residential.

To achieve our long-term target, we must
continue to reduce carbon emissions from
our operational and construction activities.
This will require us to focus on: targeting
suppliers with lower carbon impacts,
investing in and demanding low-carbon
construction materials, removing fossil fuels
from our operations, investing in on-site
renewable-electricity capacity, and working
with occupiers to promote sustainable
working practices.

Enhancing nature and green spaces

Nature plays an important role in the built
environment - nature’s capacity to store
carbon and support resilient societies is
linked with the fight against climate change,
and access to green spaces supports the
health and wellbeing of those who use

our places.

We will enhance nature and biodiversity
across our portfolio, targeting a 25%
biodiversity net gain across our operational
sites that currently offer the greatest
potential, and effectively targeting 15%
biodiversity net gain at all of our new
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developments. Across our retail sites
we have replaced hedgerows with native
species at White Rose, Leeds, planted trees
as part of the Queen’s Green Canopy at
Gunwharf Quays, and introduced a bee
hive with 35,000 honey bees at Lewisham
Shopping Centre.

This year, we're investigating how our
business activities depend on and affect
nature, so we can integrate nature into
decision making across our operational
and development activities. The work will
consider the draft recommendations of
the Taskforce on Nature-related Financial
Disclosures (TNFD) and build upon our
current commitments, as well as provide
biodiversity toolkits to support the whole
business in considering how we can best
enhance nature and biodiversity through
our activities.

Using resources efficiently

Water

Over the last year, we have undertaken
water management assessments across
assets under our operational control, to
help shape our water strategy for both
our office and retail portfolios.

Actions taken include a programme of work
to install automatic meter reading (AMR)
across our portfolio, testing technology

to obtain increased detail of where water

is consumed within our buildings and to
identify potential leaks, and developing

a water standard for the taps, toilets and
showers we use across our facilities.

To raise awareness of the importance of
saving water, on World Water Day in March
2023 we communicated our approach to
water management and reduction across
the business and encouraged our colleagues
to take action. We are in the process of
setting a new water target using 2022/23

as our baseline year, due to launch later
this year.

Waste
In 2022/23 we continued to divert

100% of waste from landfill and recycled
68% of operational waste (2021/22: 71%).

Materials

To use more sustainable materials and

to use these resources efficiently, we
encourage reuse and recycling where
possible, promoting the principles of a
circular economy. On our development
schemes, we work closely with our supply
chain, including carbon consultants in the
design team from the very start to guide
decisions on the most carbon-efficient
solutions. Additionally, our Materials Brief
sets out the requirements for common
materials used across our schemes,
considering health impacts, responsible
sourcing, carbon and resource efficiency.
We continue to source all our construction
materials from ethical sources (materials
with a responsible sourcing certification).

A We've used an innovative alternative to cement
at Mayfield, Manchester - Concretene.
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Using innovative
materials at

Mayfield

Production of cement for use in
concrete creates approximately 8%
of total global carbon emissions.
At our Mayfield regeneration
scheme, we've therefore tested
Concretene, a pioneering low-
carbon material that has the
potential to transform the global
construction sector by providing
an alternative to traditional
cement. Concretene uses a product
called graphene to significantly
improve the mechanical
performance of concrete, allowing
for reductions in the amount of
material used and the need for
steel reinforcement. We were

the first developer to employ
Concretene on a commercial
scheme and have used it to create
a 54x14m mezzanine floor.
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Creating opportunities
and tackling local issues

Over the last ten years, we have worked
hard to support our local communities and
charities. Our site teams across the UK
continue to work with community
organisations to support people affected by
the cost-of-living crisis, providing support to
some of the most vulnerable in society.

This includes:

e the White Rose team supporting the work
of the Leeds South and Rethink Food Bank

e creating warm spaces for vulnerable
people at W12 Centre and the O2 Centre

e introducing the CommUNITY Space at
Lewisham Shopping Centre, providing
a warm space for those who need it

e providing promotional support for The
Felix Project at Piccadilly Lights, while
supporting their work at Lewisham
Shopping Centre.

Our new social-mobility fund, Landsec
Futures, will enhance this work in our local
communities, ensuring we have a long-term
approach to investing in our communities
over the next ten years.
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In May 2022, we announced our
commitment to enhance social mobility
in the real estate industry and the places
where we invest, committing £20m from
2023/24 - 2033/34. To achieve this, in April
2023 we launched Landsec Futures, which
will provide support through industry and
local programmes.

This commitment enables us to focus our
approach to community investment on

a clear purpose, which is to enhance

social mobility in the real estate industry
by creating pathways for people from
under-represented backgrounds in our
communities to enter careers in our sector.

Additionally, we recognise that the
communities where we create, curate and
sustain places all face a wide range of local
issues, from fuel poverty to homelessness,
and if these issues are not addressed, our
places won't thrive. We're therefore also
focused on tackling issues local to our
assets and developments.

Strategic Report

We will support people from lower socio-
economic backgrounds who meet key
metrics outlined by the UK Social Mobility
Commission, in entering the real estate
industry, and we will support charities
that tackle issues local to our assets

and developments.

Improving wellbeing

To ensure we continue to maximise the
wellbeing of those who occupy our
buildings, in April 2023 we submitted
evidence for WELL Portfolio certification
for four assets; 80-100 Victoria Street,
Dashwood House, Zig Zag Building and
One New Change. We are also targeting
WELL Equity certification for the managed
offices portfolio. Additionally, across our
development schemes, we're targeting
WELL Core Gold or above for offices and
the Home Quality Mark or equivalent for
residential properties.

To find out how we are supporting
our colleagues’ wellbeing please

Landsec Futures
A £20m fund to maximise the potential of people, places and communities.
We believe increasing diversity across our industry and supporting local
communities are essential to the future success of the places we create.

Industry programmes

Industry programmes to enhance social
mobility in the real estate industry,
helping us create more-inclusive and
successful places.

Landsec
internships
Six-month, paid
entry-level work

placements at
Landsec.

Real estate
bursaries

Financial support
and mentoring
for individuals
carrying out
placemaking
qualifications

at university.

Local programmes
Local programmes to improve
opportunities and support within our

communities, helping people and places
to thrive.

v v
Employability = Community
partnerships grants
Three-year Quarterly funding

for local charities,
supporting them
in tackling
important issues
in our communities.

partnerships with
charities in each of
our communities,
aiming to support
local school
students and
people facing
barriers with the
careers insights,
skills and
opportunities to
enter our industry.



Embedding sustainability
across our business

Our sustainability framework, Build well,
Live well, Act well (BWLWAW) is run
business-wide, as well as at portfolio and
asset level, helping us embed sustainability
throughout the business.

Across our operational portfolio, every asset
has its own BWLWAW plan that identifies the
ESG themes relevant to the site, and what it
will do to support achieving our corporate
sustainability commitments and targets.

This year, we published our Sustainable
Development Toolkit, which provides a
comprehensive guide for our development
teams and external partners to ensure we
design and develop our new schemes and
refurbishments in line with our sustainability
vision, corporate commitments and
targets. It sets out a systematic approach
for us to achieve sustainable development,
culminating in a scheme-specific
sustainability strategy and social value
strategy being developed.

Ensuring every colleague takes responsibility
for achieving our sustainability vision, we link
a proportion of our remuneration to achieving
our energy and carbon targets, and we ask
100% of our colleagues to set an annual
objective demonstrating how they contribute
to our sustainability commitments.

This year we also launched our Introduction to
Sustainability training, to build sustainability
capability and knowledge across our business.
The course is mandatory for all colleagues.

EEIKE

Doing the basics brilliantly

Sustainable procurement

51% of our emissions emanate from our
supply chain, therefore it is important we
work with suppliers that share our values
and help us achieve the highest standards
in our supply chain, while achieving wider
social, economic and environmental
benefits. In June 2022, we published our
Supply Chain Commitment, which sets
out how we do business, the commitments
we've set ourselves, and the minimum
requirements we expect of all those we
work with. 100% of our strategic partners
align with our sustainability requirements
and are working with us for a sustainable
future, with 93% signing up to our
commitment to date. Complementing our
Supply Chain Commitment, we've also
published our Sustainable Procurement
Guide - a document that provides us with
the knowledge to make the right decisions
when buying consumables or business
services, and to spend money wisely and
effectively while supporting our corporate
and sustainability commitments.

To support our supply chain in meeting
Our Supply Chain Commitments, we've
joined the Supply Chain Sustainability
School - an online platform that shares
knowledge and resources to build the
skills required to achieve a sustainable
built environment.
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Creating healthy, safe and

secure spaces

This year we have maintained our ISO 45001
certification, with independent auditors
reporting no non-conformances or
improvement recommendations. A full
re-certification audit to this standard will
take place in FY23/24.

We continued to focus our safety
improvements on areas where we

know we could have the biggest impact,
including reducing the risk of significant
occupational-safety hazards, such as
working at height, fire safety, and working
near electromagnetic fields. We have also
continued to work with other leading
property companies to establish consistency
in measuring and reporting health and
safety data, to enable performance
benchmarking with our peer group.

Fire safety

We continue to enhance fire safety across
the business, and ensure we meet new
government initiatives and legislation. In
2022, we achieved certification to BS 9997
for our fire safety management system,
which we have maintained this year.

All high-rise residential buildings above

11 metres in our portfolio have been
examined by independent fire engineers
to ensure they remain safe for occupation
and meet stringent new building
regulations, with design principles aligned
with requirements of the Building Safety
Act mandated on all future schemes.

We have accepted responsibility under
the Developers’ Pledge to remediate

at our expense any life-safety-critical
defects in any building we developed

or substantially renovated, going back

30 years. We will complete any remedial
works as quickly as possible, with no cost
and minimum disruption to tenants and
local communities.
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Act well
continued

Advocating for a sustainable future

We share our experience and challenges
in aiming for a sustainable future through
being members of industry bodies such
as the UK Green Building Council (UKGBC),
Better Buildings Partnership (BBP) and
British Property Federation (BPF); by
responding to public consultations on
emerging policy; by raising awareness
with our customers and investors, and

by contributing to the debate on various
sustainability topics.

This year, we published our Carbon
Manifesto, outlining what we are doing to
reduce our emissions across our portfolio
and development pipeline and our
commitment as a partner for government.
We are calling for action from the
government: to introduce a performance-
based energy rating scheme; to mandate
for whole-life carbon assessments for all
new developments; and to lead by example
by setting a standard for sustainable
development through their procurement.

Our approach to sustainability is
determined by shifting global challenges
and the ESG issues our stakeholders think

are most critical for us to address and
influence through our business activity.

Our sustainability strategy, targets and
activity, demonstrate how we are
responding to these issues and where we
know we can have the biggest impact.

Our materiality matrix sets out our high-
priority issues landsec.com/sustainability/
our-material-issues.

As the climate crisis becomes more of a
reality, with increased severe weather,
tightening legislation, and growing pressure
from investors and occupiers - we've
identified climate change as a principal risk
and, as such, govern and manage it in line
with our risk management and control
framework. This framework enables us

to identify, assess and manage climate-
related risks effectively - evaluating the
potential impact, the consequences,

allocation of risk owner, description of
controls and control owners, and finally
providing an evaluation of any residual risks.

— You can find more detail about our
climate change risks and opportunities,
our mitigation and adaptation strategy,
and metrics and targets, in our TCFD
Disclosure Statement on pages 47-53

Additionally, to comply with relevant
environmental legislation and industry
standards, we maintain a legal register

as part of our environmental and energy
management systems, which are certified
to ISO 14001 and ISO 50001. We review
this register quarterly to ensure we
consider new legislation or regulatory
changes, and take any necessary action
to maintain compliance.

Future plans

We have already made great progress with
our sustainability targets, but with a new
year comes a fresh opportunity to turn our
vision and ambition into tangible action.
We recognise there will be challenges in
achieving these plans, and we don’t have all
the answers, but we believe that by being
explicit in our targets we can incentivise
and support action across our industry.

Key to this will be our ongoing collaboration
with our peers, customers and government
to ensure we have a united approach that
achieves the progress and outcomes
required to create a greener, fairer society
for all.

Our priorities for the year ahead:

e Continue to follow our NZTIP, moving
our portfolio to net zero and meeting
the impending Minimum Energy
Efficiency Standard of EPC B by 2030.

e Continue to account for carbon at
the outset of every development and
refurbishment scheme, striving to
meet our embodied-carbon targets
by engaging early with our supply
chain to secure sustainable construction
materials, and encouraging our design
teams and contractors to prioritise
retention and reposition where possible.

Strategic Report

Investigate innovative technologies,

services and materials that will help us
transition to net zero, and be prepared
to try these products on our schemes.

Run Landsec Futures, working with

our communities to better understand
and meet their requirements alongside
achieving greater diversity across

our industry.

Continue to lobby government to
ensure there is a supportive, stable
policy environment that creates a
greener, fairer society for all.


http://landsec.com/sustainability/our-material-issues
http://landsec.com/sustainability/our-material-issues
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Task Force on Climate-related Financial
Disclosures (TCFD) statement

Landsec has a strong record of leadership on climate
action and reporting, where we recognise the risks and
opportunities posed by climate change in our business

model and strategy.

In 2016, we were the first property company
in the world to have its carbon emissions
target approved by the Science Based
Targets initiative (SBTi). Since then, we
have reduced emissions, and achieved our
original science-based target (SBT) in 2019,
11 years ahead of our 2030 target date.

In 2019, we increased the ambition of our
SBT in line with a 1.5°C global warming
scenario, which formed the foundation

of our transition to net zero. Over the last
year, we have updated our SBT and net zero
commitment, which SBTi has now approved
to be in line with their Net-Zero Standard.
We have also committed to all new
developments being net zero carbon

both in construction and operation.

In 2017, we were one of the first companies
to report our approach to the recommended
disclosures of the Task Force on Climate-
related Financial Disclosures (TCFD) and
we introduced climate change as a principal
risk in 2020. Over the last year, we have
continued to evolve our approach to
identifying and assessing the risks of climate
change, by forming a Climate Transition
Disclosure Working Group and aligning

our statement with the recommendations
of the UK Government’s Transition Plan
Taskforce.

We continue to progress our net zero
transition investment plan and are on track
with what we need to do to meet our
science-based carbon reduction target,
and have incorporated this into our
financial statements.

This statement is consistent with the
requirements of the London Stock Exchange
(LSE) Listing Rule 9.8.6 R and all 11 TCFD
Recommendations and Recommended
Disclosures, and we can confirm we have
made climate-related financial disclosures
for the year ended 31 March 2023 in relation
to governance, strategy, risk management
and metrics and targets.

Governance

Board oversight and reporting

The Board is responsible for overseeing
our approach to climate-related risks and
opportunities affecting the business, with
our CEO having overall responsibility.

The Board receives reports on our
sustainability and climate-related
performance twice per calendar year,

and this year has focused on the progress
of our transition plans, embedding our new
sustainability framework across the business
and monitoring performance of our SBT
and embodied-carbon commitments.

As we consider climate change a principal
risk, the Board considers the impact of
climate risks when discussing Landsec
strategy and long-term success, including
significant investment decisions.

Roles, responsibilities and accountability
The Audit Committee supports the Board
in managing risk, and is responsible for
reviewing our principal risk register, and
the effectiveness of our risk management
and internal control processes.

Ongoing responsibility and management
of climate-related risks is carried out by the
Executive Leadership Team (ELT), chaired
by our CEO and supported by our CFO and
Managing Directors. The ELT is responsible
for developing the sustainability strategy
to ensure it addresses our relevant
environmental, social and governance
(ESG) risks and opportunities, including
those pertaining to climate change.

They discuss sustainability and climate
risks quarterly, or more often if required.

The ELT is supported by the Sustainability
Forum, which consists of senior
representatives responsible for programmes
of work that meet our sustainability
targets, and for mitigating climate risks
across our Workplace and Lifestyle business
units. The Sustainability team, led by the
Head of ESG and Sustainability, is responsible
for co-ordinating the sustainability strategy
and updating the climate risks, collaborating
with all areas of the business to ensure
appropriate mitigation and adaptation
plans are in place. The Climate Transition
Disclosure Working Group comprises
members of the Sustainability team and
representatives from our Strategy, Risk

and Finance teams, to continue to evolve
our approach to transition planning.

— We provide further information on
our website showing our governance
structure for managing climate risk:
landsec.com/sustainability/
governance-policies


http://landsec.com/sustainability/governance-policies
http://landsec.com/sustainability/governance-policies
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Task Force on Climate-related Financial
Disclosures (TCFD) statement continued

Culture

We're working towards a culture centred

on trust, empowerment and accountability.
Our culture comes from the values we share.
These values guide the way we interact with
others and help us make the right decisions.

Sustainability, which includes our focus

on climate-related risks, has long been a
strategic priority for Landsec and as such,
is embedded within our culture. Every
colleague is empowered to contribute to
our purpose with consideration for the
environmental, social and economic issues
relevant to our business and stakeholders -
our Employee Code of Conduct provides
guidance on how to do this and highlights
key policies, including our Sustainability
Policy that all colleagues must follow.

To hold colleagues accountable, every
colleague is encouraged to set an annual
objective demonstrating how they will
contribute to achieving our sustainability
vision and commitments. Achievement

of this objective is assessed annually and
forms part of our performance-related pay.

Over the last year, we launched our
Landsec Spotlight Awards to recognise
individuals, projects and teams who
demonstrate bringing our purpose to life,
whereby celebrating our achievements

is an important part of our culture.

To support our strategy and further
establish sustainability throughout the
business, we have created our Green
Financing Framework, enabling us to issue
green bonds. It describes the types of
projects eligible, the process for selecting
and allocating projects, management

of proceeds and reporting in support of
our climate transition aims. It has been
third-party assured and aligns with the
Green Bond Principles 2021 and Green
Loans Principles 2021 administered by
ICMA and LMA, respectively.

The framework can be accessed on our
website: landsec.com/investorsdebt-
investors/green-bonds

Incentives and remuneration

Our commitment to addressing climate
risk runs throughout the business, with
climate-related targets linked to a
proportion of our bonus remuneration,
including our science-based carbon
reduction target, energy efficiency and

embodied carbon from new developments.

Skills, competencies and training

Over the last year, as we continue to
mitigate the risks of climate change and
transition our portfolio to net zero, we've
focused on increasing Board and executive
leadership level awareness and knowledge
on our science-based carbon reduction
targets and the actions that we need to
take to meet them, including executing
our net-zero transition investment plan
(NZTIP) and our ambitious embodied
carbon targets.

Further, we are ensuring everyone across
our business undertakes sustainability
training, which includes information on
our sustainability strategy and approach
to climate change - demonstrating how
everyone can play a part in reducing our
contribution to climate change and

preparing for inevitable changes in climate.

Additionally, we've joined the Supply Chain
Sustainability School which provides an
online platform to share knowledge and
resources to build the skills required to
deliver a sustainable built environment.

Strategy
Identifying climate-related risks and
opportunities

In accordance with TCFD recommendations,

we've identified climate risks and
opportunities against (1) transition risks:
related to the transition to a low carbon
economy and (2) physical risks: related
to the physical impacts of climate change.

We've considered these over the short

(<1 year), medium (until 2030) and
long-term (beyond 2030) against two
science-based scenarios - below 2°C
(aligned with Shared Socioeconomic
Pathways (SSPs) SSP1-2.6) and exceeding
4°C (aligned with SSP5-8.5).

We summarise the output of our scenario
analysis below, where we have used MSCl's
Climate Value at Risk (VaR) methodology
to assess our portfolio exposure to climate
risks. Physical risks are assessed based on
the geolocation of assets and their exposure
to individual hazards as a consequence of
climate change. Transitional risks are assessed
based on alignment of assets to relevant
regulations (e.g. Minimum Energy Efficiency
Standards (MEES)) and market demand.

Assessing impact of climate-related risks
and opportunities on our strategy

Based on the risks identified in our scenario
analysis and following our group risk
management framework and methodology,
we have assessed these against likelihood

(1 being very unlikely; 5 being very likely)
and potential financial impact (1 being
insignificant (< £75m); 5 being very significant
(> £500m)) across all areas of our business
including investments, divestments,
development and operations to determine
both inherent risk (before mitigating actions)
and residual risk (after mitigating actions).


http://landsec.com/investorsdebt-investors/green-bonds
http://landsec.com/investorsdebt-investors/green-bonds
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Time horizons How Landsec defines

Short (<1 year)

Our immediate business planning and budgeting for each asset occurs annually, so it is important that appropriate resource for
mitigating and adapting to climate change is identified each year and included in annual budgets.

Medium (until 2030)

We are taking action now until 2030 to meet our near-term science-based carbon reduction target.

Long (beyond 2030)

< 2°C scenario

Proactive and sustained

action to halve emissions by
2030 and reach net zero by
2050 - rapid investment and
adoption of low-carbon
technology and sustainable
business and lifestyle practices.

UK climate is marginally higher
temperatures all year round,
lower precipitation in summer;
flooding and windstorms
within current variability.

> 4°C scenario

Limited actions are taken to
mitigate climate change -
there is a push for economic
and social development at
whatever costs.

UK climate will experience

an increase in severe weather
events (flash flooding);
increased summer and
winter temperatures; drier
summers and wetter winters.

Short term (<1 year)

Low physical risks as only a small proportion of
our portfolio (2.5% VaR) is exposed to aggregated
physical risk (extreme cold, extreme heat, flooding,
windstorms and wildfire). The most significant
physical risk to our portfolio is from coastal
flooding (1.8% VaR).

Medium transitional risks associated with existing
regulations, for example, Minimum Energy Efficiency
Standards (MEES) requiring all non-domestic
properties to meet a minimum EPC E by 1 April 2023
and local planning requirements favouring low
embodied carbon development schemes.

In addition, there is increasing occupier and investor
demand for assets with high sustainability
credentials, as more of these stakeholders set net
zero commitments and are required to report on
the sustainability outcomes of their investments.

Medium term (until 2030)

Physical risks remain the same
as the short term.

High transitional risks
associated with:

e Emerging regulations, for
example, MEES requiring all
non-domestic properties to
meet a minimum of EPC B

by 2030.

Carbon tax - potential for the
built environment to be
included in UK Emissions
Trading Scheme.

Operational and embodied
carbon obligations for our
development schemes - some
planning requirements need
projected operational energy
emission shortfalls to be
offset - Greater London
Authority recommends a price
of £95t/CO,e.

Additionally, our commitment
to develop net zero buildings
requires the residual embodied
carbon to be offset via the
Voluntary Carbon Market, where
prices vary significantly based on
quality of credit.
e Continued increase in occupier
and investor demand for ESG.

Many of our assets have a design lifespan of over 60 years - therefore, identifying long-term risks beyond 2030 is important for our
investment and development decisions, to ensure our portfolio remains resilient in the long term.

Long term (beyond 2030)

Slight increase in physical risks
but no significant change to
overall portfolio exposure to
climate risks. For instance, slightly
warmer summers are expected
but these don't pose significant
risk of heat stress.

Transition risks remain high

as further mitigation actions and
legislative changes are expected

to continue driving reductions in

carbon emissions.

Low physical risks as only a small proportion of
our portfolio (5.4% VaR) is exposed to aggregated
physical risk. The most significant physical risk to
our portfolio is from coastal flooding (4.1% VaR).

Low transitional risks due to no mitigation
actions or policies in place to reduce emissions.

Physical and transitional
risks remain the same as the
short term.

Significant increase in physical
risks from hotter, drier summers;
warmer, wetter winters and more
frequent severe weather events.
Sea level rise puts additional
strain on the Thames Barrier and
increase in river peak flows has
potential for flood defence failures
across the UK, leading to higher
portfolio exposure.

Significant increase in
transitional risks as adaptation
measures are adopted to cope
with changes in climate and
associated physical risks.
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Task Force on Climate-related Financial
Disclosures (TCFD) statement continued

Risk

Short term (< 1year)

Residual risk
rating

Inherent risk
rating

\F;ort.foliooot risk of aggregated physical risks (extreme cold, extreme heat, flooding, windstorms and wildfire) . 3 . 2
aR: 2.5%

Portfolio is not compliant with MEES requirements in meeting a minimum of EPC E by April 2023 . 3 . 1
Local planning requirements favouring low carbon embodied development schemes 12 . 6
Failure to offer assets with high sustainability credentials being unable to respond to increased customer and 2 . 4

investor demand

Medium term (until 2030)

Portfolio at risk of aggregated physical risks (extreme cold, extreme heat, flooding, windstorms and wildfire)

® ¢

Portfolio is not compliant with emerging MEES regulations in meeting a minimum of EPC B by 2030

15

Introduction of carbon tax for total carbon emissions (using 2019/20 baseline, financial impact could be

c.£15.8m)

Impact of carbon emission pricing on development costs - including procurement of materials and

offsetting costs

12

Not achieving of our ambitious embodied carbon targets

Increased cost of high quality carbon offsets required for our new developments to be net zero

o

Failure to offer assets with high sustainability credentials being unable to respond to increased customer and

investor demand

o

16

Long term (beyond 2030)

Portfolio at risk of aggregated physical risks (extreme cold, extreme heat, flooding, windstorms and wildfire)

Addressing our climate-related risks and
opportunities across our business model/
Our assessment concluded that our current
portfolio is not highly exposed to physical
risks given the location of our assets, and
the impact of physical risks to our portfolio
will only become more relevant in the long
term, under a > 4°C scenario. Conversely,
transition risks are material in the short
and medium term as we expect increasing
mitigation actions to be taken to reduce
emissions, such as policy and regulation
changes, as well as changes in customer
and investor preference.

We are addressing these risks and
opportunities through three priorities,
all of which are critical elements of our
approach to sustainability - Build well,
Live well, Act well:

e Decarbonising our portfolio
e Developing net zero carbon buildings

e Building resilience to a changing climate

Decarbonising our portfolio

In an effort to reduce our contribution
to climate change, we need to reduce
our operational carbon emissions from
the assets that we own and manage.
This year, we've increased the ambition
of our carbon reduction target to align

9 () 4

with the SBTi Net-Zero Standard and have
continued to progress our £135m Net Zero
Transition Investment Plan (NZTIP).

The Net-Zero Standard sets out a consistent
definition of net zero and the science-based
requirements of achieving it. To meet the
standard, and demonstrate the business

is moving towards net zero, we must set
two reduction targets; a near-term target
(5-10 years) and a long-term target (2050
at the latest). The near-term target must
cover 95% of scope 1 and 2 emissions and
67% of scope 3 emissions. The long-term
target must increase scope 3 coverage to
90%. Both targets must align with a 1.5°C
ambition level of limiting temperature rise.
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Our near-term carbon reduction target
We commit to an absolute reduction in
all emissions of 47% by 2030, from a 2020
baseline year.

We commit to reduce absolute scope 1
and 2 GHG emissions by 60% by 2030,
from a 2020 baseline year. We also
commit to reducing absolute scope 3
GHG emissions from all reported sources
by 45% within the same timeframe.

Our long-term carbon reduction target

We commit to reaching net-zero GHG
emissions across the value chain by 2040.

We commit to reducing absolute scopes 1,
2 and 3 GHG emissions 90% by 2040,
from a 2020 base year.

EEIKE

To meet our near-term science-based

target and stay ahead of impending

2030 MEES requirements of minimum

EPC B, we've continued to progress our

£135m NZTIP:

e Optimising building management
systems across our portfolio, deploying
innovative technologies such as artificial
intelligence to reduce operational
energy consumption.

¢ Reducing our reliance on fossil fuels,
replacing gas-fired boilers with electric
systems such as air source heat
pumps (ASHP).

e Increasing on-site renewable electricity
generation by installing solar panels
across our retail assets.

e Engaging and collaborating with our

customers on energy efficiency to reduce
consumption within their spaces.
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— We provide further details on the
progress of our NZTIP on page 41

We continue to operate our buildings

in accordance with our Company-wide
environmental and energy management
system, which is certified to ISO 14001 and
ISO 50001, having energy-reduction plans
(ERPs) and action plans for all our assets,
which outline how we will reduce the
energy use and carbon emissions of each
asset effectively. The ERPs form part of
the operational financial planning for
each asset.

As we continue to build relationships

with our suppliers, the climate-related
information they provide (such as carbon
emissions, energy consumption and
relevant climate-related targets) allows
us to better understand their operations
and prioritise future engagement activity.

Income statement Balance sheet

Research shows buildings that have high sustainability credentials attract
higher average rents, improving leasing and occupancy rates. Improved
energy efficiency should also improve service charges payable by tenants.

Conversely, older, less sustainable assets will ultimately see longer voids
for retrofits and a loss of rental income where they do not meet the

minimum EPC requirements.

Developing net zero carbon buildings

A credible net zero claim for a building
must address both upfront embodied
carbon and operational carbon, and align
with industry best practice - currently this
is the UK Green Building Council (UKGBC)
framework definition of net zero. The
framework requires embodied carbon to be
minimised and offset at practical completion,
and reductions in energy demand and
consumption to be prioritised over all other
measures. There should be no reliance on
fossil fuels and on-site renewables should
be prioritised, and any remaining carbon
should be offset using a recognised
offsetting framework.

Our commitment to creating net zero
carbon buildings

We are committed to designing and
building net zero buildings in accordance
with the UKGBC framework definition
and have set a target to reduce upfront
embodied carbon by 50% compared
with a typical building by 2020, seeking
to achieve <500kgCO,e/m? for office
developments and <400kgCO,e/m? for
residential ones.

in inflation.

The commitment forms a key part of

our Sustainable Development Toolkit - a
comprehensive guide for our development
teams and external partners to ensure that
sustainability is considered throughout the
life-cycle of our schemes.

We engage carbon consultants on each
of our developments. These become part
of our design team from the very onset
of the process. Alongside the guidance
from our internal teams, their role is to
guide decision making towards the most
carbon-efficient solution, balancing
upfront carbon with whole-life carbon,
to ensure our design decisions do not
affect the longer-term carbon impacts
of our assets negatively.

All whole-life carbon models align with
the RICS guidance Whole life carbon
assessment for the built environment
first edition, November 2017.

To achieve our targets, we developed our £135m NZTIP. The focus of this

is capital spending to electrify energy across the portfolio, improving the
capital value of the affected assets, which have shown more resilience

to yield pressures than assets without a clear ESG strategy. The cost of

our NZTIP will fluctuate over the next seven years as we account for changes

To reduce upfront embodied carbon, we
look at a number of different interventions:

e Structural retention and material reuse
to avoid using virgin material.

e Building as lean as possible to use less
material and put less pressure on the
foundations beneath the building.

e Using low-carbon materials like timber or
concrete with high cement replacement.

e Prioritising local procurement to minimise
transport emissions.

We track embodied carbon throughout the
design evolution of a building and during
construction, and we receive twice-yearly
updates to the model based on actual
material quantities brought to site and
emissions from site. At the end of a project,
we receive an ‘as-built’ model, which
represents the actual upfront carbon
emissions of the project. We then purchase
high-quality carbon offsets that comply with
the UKGBC's eight principles of offsetting.
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Task Force on Climate-related Financial
Disclosures (TCFD) statement continued

Income statement Balance sheet

Strong and increasing market demand for net zero properties, especially
in the office market, is outstripping supply, which will likely lead to rent

and value premia for these assets.

Increased demand for low-carbon materials could delay completion dates,
increasing construction costs in our development pipeline.

Building resilience to a changing climate
Although we assessed that our current
portfolio is not highly exposed to physical
risks given the location of our assets, we still
take action to mitigate these risks through
physical measures, insurance and business-
continuity planning.

In our development pipeline, we're
designing and constructing high-quality
buildings and spaces capable of achieving
operational resilience over their lifetime,
considering how the UK’s climate will
change in the coming decades. We manage
the impact of physical risks, such as higher
cooling costs and lower heating demand,

by adapting building services design,
reducing heating capacity and maintaining
summer cooling capacity to cope with
heatwaves. The performance of our
facades and fabric materials is designed to
address the expected higher temperatures
by minimising energy demand, as well as to
be able to withstand extreme temperatures
and increased wind speeds, to avoid
maintenance issues or damage to buildings
in future. We target operational energy
intensities in line with industry net zero
carbon benchmarks, wherever available.
Our drainage strategies are designed to
mitigate foreseen rain levels and flood risks
using physical and nature-based solutions.

Increased demand for low-carbon materials, many of which are still
nascent markets, could increase the construction costs of our
development pipeline.

Across our operational portfolio, assets in
areas highly exposed to physical risks have
developed plans to ensure that adequate
protection and mitigation are in place,
including business-continuity and
emergency-response plans.

Our Responsible Property Investment

Policy details how we assess climate risks
during the sale and acquisition of assets.

We conduct thorough due diligence,
understanding the asset'’s performance
metrics including energy consumption, EPCs
and other sustainability credentials, assessing
flood risk and embodied carbon, and work
with MSCI to use their Climate Risk Due
Diligence Analysis platform for acquisitions.

Income statement Balance sheet

The changing environment has direct cost implications due to potential
increases in insurance premiums, the future impact of carbon taxes and
increased energy costs to counteract more extreme seasonal trends.

Resilience of our strategy

and business model

Our analysis gives us confidence in the
resilience of our strategy, as we're
supporting the transition to a low-carbon
world whilst managing the impact of
climate-related risks to our portfolio.

We recognise our strategy and adaptation
measures may need to evolve in the long
term, particularly under a > 4°C scenario.

Under a > 4°C scenario, our analysis
demonstrates that changes to our strategy
and financial planning will be required.

This will likely include divestment of assets
which are less resilient to extreme heat and
rainfall, or investment into infrastructure

to limit the impact of flooding and coastal
surge. This scenario could also result in
changes to our customers’ and supply chain

Increased capital investment to maintain compliance with legal requirements,
such as improving EPC ratings across the portfolio, and also to protect our
assets at risk from physical climate change. Failure to do so would affect the

long-term capital values of these assets negatively.

partners’ businesses, including business
failures, or supply chain disruption.
Increased due diligence in supply chain
selection will be required, particularly
considering the sourcing of construction
materials which may be processed or
manufactured in countries where the
effects of climate change are more extreme.

Through the implementation of our
mitigation strategies we have assessed our
residual risks to be minor as detailed in the
Assessing impact of climate-related risks
and opportunities on our strategy section.

Engagement

We are committed to leading the way

to a lower-carbon economy and aim to
redefine what it is to be a modern landlord.
We recognise that we don’t have all the

answers, but are ready and willing to
engage with others to address the
emissions challenge.

Over the last year, we have continued to
engage across the value chain, from our
customer engagement programme to
reduce energy consumption within their
spaces, to launching our new Supply Chain
Commitment and becoming members of
the Supply Chain Sustainability School.
We are active participants of industry
groups, including the Better Buildings
Partnership, British Property Federation
and UKGBC and work with members to
accelerate change.

To further drive industry demand for low-
carbon steel and concrete, we're signatory
members of SteelZero and ConcreteZero.
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We launched our Carbon Manifesto, which
sets out what we are doing as a business

and with our supply chain - but also steps
that Government can take to support and
accelerate our transition towards net zero.

We released our Shaping Successful Future
Cities report developed in conjunction with
The Future Laboratory. It investigates what
a successful - and unsuccessful - 2030 city
could look like and the steps developers and
leaders need to take to trigger positive
change. It highlights the importance of
creating planet-centric spaces by outlining
our ‘Six Principles of Urbanisation’ including
being climate-prepared and resilient as the
most urgent.

— The report can be accessed on our website:

landsec.com/future-cities

Risk management

Climate change is identified as one of
Landsec's ten principal risks, and is therefore
governed and managed in line with our risk
management and control framework.

Metrics and targets
Targets

EEIKE

We identify, assess and manage climate-
related risks through the framework - with
the risks clearly defined and owned, with
their potential impacts and consequences
noted. Risks are scored, as described in the
Managing Risks and Principal Risks sections
on page 54, on a gross and net basis,
following evaluation of the mitigating
controls in place. Furthermore, Landsec has
defined its appetite for each risk, including
climate-related risks, and this is overlaid
when considering any residual risks.

As part of its overall responsibility for

risk, the Board undertakes an annual
assessment, taking account of risks that
would threaten our business model, future
performance, solvency or liquidity, as well
as the Group’s strategic objectives. We use
scenario modelling, including the climate
scenario analysis described above, to better
understand the impact of these risks on our
business model when placed under varying
degrees of stress, enabling us to consider
interdependencies and test plausible
mitigation plans.

Landsec Annual Report 2023 053

The primary responsibility for, and
management of, each risk is assigned

to a specific member of the ELT, who is
accountable for ensuring the operating
effectiveness of the internal control systems
and for implementing key risk mitigation
plans. Risks are also assigned a secondary
owner - usually at the Senior Leader level -
who is responsible for ensuring we mitigate
the risk appropriately.

Our Corporate Affairs Director has primary
responsibility for climate risk, with the Head
of ESG and Sustainability having secondary
responsibility. Our climate change principal
risk includes both transition and physical
climate risks as detailed above, and is
monitored quarterly using a series of key
risk indicators as detailed in the Metrics
and targets section.

— Our risk management process to
address our principal risks and
uncertainties, including climate change,
is detailed further on page 56

To address climate change risks, we have set ambitious climate-related targets within our sustainability framework, Build well, Live well,
Act well - the headlines of which are summarised below:

Decarbonising our portfolio

Near-term target: reduce absolute scope 1, 2 and 3 GHG emissions 47% by 2030 from a 2020 baseline

Long-term target: reduce absolute scope 1, 2 and 3 GHG emissions 90% by 2040 from a 2020 baseline

Developing net zero carbon buildings

Reducing upfront embodied carbon across our developments by 50% compared with a typical building by 2030

Building resilience to a changing climate

Ensure 100% of assets located in areas highly exposed to climate risks have adaption measures in place

— Performance against these are detailed in our Sustainability Performance and Data Report: landsec.com/sustainability/reports-
benchmarking. Additionally, our Streamlined Energy and Carbon Reporting (SECR) on pages 195-198 provides details of our energy

consumption and carbon emissions

Metrics

In addition to targets, we also monitor a number of climate-related metrics that support our risk assessment as provided below:

Table 29

2022/23 2021/22

Reduction in energy intensity from a 2013/14 baseline 33% 34%
Total energy from renewable sources 68% 66%
Percentage of portfolio which is BREEAM-certified (by value) 64% 60%
Percentage of portfolio which is already EPC B or above (by value) 36% 36%
Percentage of portfolio which is EPC E or above (by value) 100% 99%
Investment in energy-efficiency measures implemented in the year £2.2m £1.3m
Estimated annual savings from energy-efficiency measures implemented in the year £0.7m £0.6m
Portfolio Climate Value at Risk (VaR) based on aggregated physical risks'?2 5.4% 4.9%

1.The VaR represents the combined discounted physical risks costs (extreme cold, extreme heat, flooding, windstorm/tropical cyclones and wildfire) based on probable change

in physical climate risks for the next 15 years expressed as a percentage of the portfolio’s value in a > 4°C scenario.
2.The increase in portfolio VaR is due to the disposal of some London based assets which had a lower rate of exposure.


http://landsec.com/future-cities
http://landsec.com/sustainability/reports-benchmarking
http://landsec.com/sustainability/reports-benchmarking
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Managing risk
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Risk management is embedded throughout Landsec;
from annual business planning to the day-to-day
operational management of our assets.

Our key successes in 2022/2023

e Alignment of the risk management
framework with the business
structure and development of
business area risk registers and
associated governance structures
Development of risk registers for key
support functions, reinforcing roles
and responsibilities for risk ownership
between functions and business areas
Assessment and application of
risk appetite across all risks,
underpinning business decision
making and planning
New risk waterfall implemented
overlaying risk appetite to clearly
identify where risks are inside or
outside of tolerance.

Our key priorities in 2023/2024

e Continued embedding of risk review
governance structures and cadence
- strengthening linkages between
risk, appetite and business planning

e Further development and definition
of key risk indicator thresholds and
formalised reporting mechanisms

e Revisiting and refreshing the Board
risk appetite statement

e Embedding risk acceptance process
as part of maturing understanding
of appetite and governance of risk.

Risk management framework

and governance

We have an established risk management
and control framework, which is embedded
throughout the Company. This framework
enables us to identify, evaluate and
manage our principal and emerging risks
effectively. Our approach is not to eliminate
risk, but to manage it within our appetite.
Key elements of the framework are:

e The Board has overall responsibility for
overseeing risk and for maintaining a
robust risk management and internal
control system.

¢ The Audit Committee is responsible for
reviewing the effectiveness of the risk
management and internal control system
during the year.

e The Executive Leadership Team is
responsible for day-to-day monitoring
and management of Group-wide risks,
emerging risks and key risk indicators (KRIs).

e Business area leadership teams monitor
and manage risks and emerging risks
relevant to their business areas.

¢ The Risk and Assurance function oversees
the framework, providing support,
challenge and insight to business areas
and support functions.

e The Group Insurance team sits within
the overall Risk and Assurance function,
enabling collaboration between
Insurance and Risk teams and detailed
consideration of risk treatment planning,
residual risk and transference to the
insurance market, where appropriate.

Strategic Report

Identifying and evaluating risks

As part of annual business planning, the
Board undertakes an assessment of the
risks that would threaten the Group's
strategic objectives, future performance,
solvency or liquidity. We use scenario
modelling to better understand the impact
of these risks on our business model when
placed under varying degrees of stress,
enabling us to consider interdependencies
and test plausible mitigation plans. Senior
management and teams across the
business identify the strategic, operational,
and legal and compliance risks, facing each
area of our business. Risks are reviewed in
detail with their respective owners, typically
an ELT member or key business leader.

We use a risk scoring matrix to consider the
likelihood and impact of each risk at regular
points throughout the year. We evaluate
risks on an inherent (before mitigating
actions) and residual (after mitigating
actions and controls) basis. From this, we
identify principal risks (current risks with
relatively high impact and certainty) and
emerging risks (risks where the extent and
implications are not yet fully understood).

These are included on our Group Risk
Register, which the Executive Leadership
Team challenges and validates. The Audit
Committee reviews our principal risks
before presenting them to the Board.
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Risk appetite

The Board is responsible for defining the
level of risk the Group is willing to take

and ensuring it remains in line with our
strategy. Risk appetite is a forward-looking
view, and is informed by Landsec’s current
and future risk management philosophy.
Comparing the residual score to appetite
helps to determine how risks or opportunities
are managed. To embed risk appetite
effectively in the business we have established
key risk indicators associated with each risk,
defining limits that are aligned to our
appetite. Scenario planning assists in
setting these thresholds.

Management and assurance of risks
Day-to-day ownership and management
of key risks is assigned to members of

the Executive Leadership Team. They are
responsible for ensuring the effectiveness
of controls and for implementing risk
mitigation plans, where necessary. Business
area leadership teams review their risks
quarterly and the ELT reviews the Group

Risk Register bi-annually. The Board reviews
principal and emerging risks bi-annually,
with principal risks presented for review

at each Audit Committee meeting.

The principal operational risks, including
health and safety, and information

security and cyber threat are managed

by dedicated second-line functions that
define and implement policy and mitigating
controls, and undertake assurance activities.
Risk deep-dives are completed throughout
the year for specific risks, evaluating the
current risk level and risk appetite, and
agreeing any further actions.

Landsec has an Internal Audit function that
provides independent assurance over key
controls and processes to management and
the Audit Committee. We identify where
the impact of controls is greatest i.e. where
there is a relatively high inherent risk and
relatively low residual risk, and this helps to
focus the work of Internal Audit and other
assurance providers.
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— See page 88 for more information
in the Report of the Audit Committee

In addition, the Risk and Assurance team
manages Landsec’s Key Controls Toolkit.
The Toolkit is a set of clearly defined
controls that are self-certified by control
owners within the business on a quarterly
basis, providing ongoing assurance and
coverage of key risk areas. The Audit
Committee monitors the results of this
process. The Audit Committee also reviews
our risk management framework at least
twice a year as well as our Assurance Map,
which sets out the key controls and assurance
activities for each risk. This supports the
Committee’s evaluation of the control
environment and the adequacy of
assurance activity. The Committee also
receives a summary report at each
meeting, describing key second and
third-line assurance activities, including
internal audits, actions agreed and the
status of open risk mitigation actions.

Risk management framework

Risk Governance

Top-down

Board

e Set strategy and objectives

o Set the risk culture

® Monitoring risk exposure
(including emerging risks)

e Define and approve risk appetite

Audit Committee

e Supports the Board in monitoring risk exposure

® Review the effectiveness of our risk management
and internal control system

Oversight,
identification,
assessment and

1st line of defence 2nd line of defence 3rd line of defence

mitigation of risk
at a Group level

Risk Management

Bottom-up

|dentification,
assessment and

ELT and Business area

o Define the risk appetite

o |dentify the principal and
emerging risks

o Evaluate response strategies
against risk appetite

e Design, implement
and evaluate the risk
management and internal
control system

applying

appetite

training

Risk management
leadership teams e Create a common risk
framework and language
and provide direction on

Assist with the identification
and assessment of principal
and emerging risks

Monitor risks and risk
response plans against risk

Internal Audit

e Provide independent
assurance on the risk
programme, testing of key
controls and risk response
plans for significant risks

e Aggregate risk information
Provide guidance and

Facilitate risk escalations
and acceptance

mitigation of risk at
business unit and
functional level

Risk Ownership

Business units

e |dentify and assess risks

e Respond to risks

e Monitor risks and risk
response

Ensure operating
effectiveness of key controls

Support functions

e Provide guidance/support
to the Risk team and
business units
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Principal risks and uncertainties

Effectively understanding and managing Landsec’s
principal risks and uncertainties allows our business
leaders and the Board to make informed decisions.

Our principal risks consist of the ten most
significant group risks, including seven
strategic and three operational risks. The
strategic risks relate to the macroeconomic
environment; our key markets - office and
retail; capital allocation; development;
climate change; and people and skills.

The operational risks are health and safety;
and information security and cyber-attack.
‘Change projects fail to deliver” is a new
operational principal risk this year.

The risk waterfall below sets out Landsec’s
principal risks in columns from left to right
ordered according to the level of residual
risk. The colour of the header box indicates
whether the risk is strategic (light blue)

or operational (dark blue). Risk scores are
generated by the multiplication of the

impact and likelihood of a risk incident
occurring using a five-by-five scale. The
yellow arrows indicate the inherent risk
score before mitigating controls and blue
arrows show residual risk scores after
taking account of controls, as determined
at year end.

Our appetite range for each risk is reflected
by the white box. The lower down the
column the box is, the lower our appetite.
The appetite range is a future looking view
as opposed to risk scores, which are stated
as at the year end. For risks that have
been mitigated to within our appetite,

the blue residual arrow is within the box.
The appetite for each risk, when compared
to the residual score, helps to determine
business priorities and mitigation activities
in the future.

Strategic Report

Appetite ranges are: ‘Open’ (where we

are focused on maximising opportunities);
‘Flexible” (willing to consider all options);
‘Cautious’ (where we are willing to tolerate
a degree of risk); ‘Minimalist’ (preferring
options with low inherent risk); and ‘Averse’
(where we avoid risk and uncertainty).

Risk appetite is a continuum and the range
for some risks extend over more than one
of these categories.

At present, there are no residual risk scores
above appetite, though some are below,
indicating an opportunity for greater risk
to be taken in delivering business activities.
The tables on the following pages describe
each principal risk in detail, including
mitigating controls, KRIs and changes

in the year.

Principal Risks
A Inherent risk
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Change projects

Development
strategy
Health and
People and skills
Climate change
transition
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Executive responsible | Mark Allan Appetite: Flexible/Cautious

Macroeconomic outlook

Changes in the macroeconomic
environment result in reduced
demand for space or deferral
of decisions by retail and office
occupiers. Due to the length

of build projects, the prevailing
economic climate at initiation
may be different from that

at completion.

Example KRls

e UK Gross Domestic Product
e UK household spending levels
e Inflation rate

o Interest rates

e Business confidence

e Employment intentions

e Our loan to value ratio

Mitigation

o KRIs monitored

e Scenario-based modelling of
plausible economic trajectories

e Research team prepares reports
for ELT and area leadership teams
on macroeconomic and internal
risk metrics

e Twice-yearly Cycle Watch produced
by our Research team, analysing
macroeconomic, political and
market-risk factors - which is also
used for budget and forecasting
assumptions

Business portfolios prepare
quarterly reporting to review sector
and market risks

CHANGE IN YEAR | INCREASING

The UK economy has endured a
tumultuous 2022/23 with inflation,

Executive responsible | Marcus Geddes

interest rate rises and high energy
prices leading to a slow-down in the
UK market - and potential for
recession. The risk increased in the
first-half of the year and has softened
in 2023, with inflation appearing to
have peaked and energy prices falling.

Overall, the risk has increased over
the course of the year. The net risk
remains in line with our ‘Flexible/
Cautious’ appetite.

Appetite: Flexible

Office occupier market

Structural changes in customer
expectations leading to changing
demand for office space and the
consequent impact on income
and asset values. Further, the risk
includes the inability to identify
or adapt to changing markets

in a timely manner.

Example KRIs
o Office usage percentages

e Percentage of lease expiries over
our five-year plan

¢ Void rates across our portfolio

o Like-for-like rental income metrics
e Customer and space churn

Mitigation

e Customer relationship and
customer base monitoring

KRIs monitored and reviewed
monthly by Office leadership team
ESG programme to decarbonise
office portfolio and strengthen
prime property portfolio by
meeting changing occupier needs
Customer satisfaction measured
regularly

Forward-looking market intelligence
reviewed regularly

Market-led demand and customer
expectations for environmentally
sustainable office space closely
monitored

Strict credit policy and process,
including regular review of
customers at risk

Future of Work forum hosted by our
Insight team, examining disruption
themes and megatrends in ways

of working

Executive responsible | Bruce Findlay

CHANGE IN YEAR | DECREASING

The risk has reduced, as businesses
have defined and implemented new
working practices, office occupancy
has settled and demand for prime
space has strengthened.

Residual risk at year end was below
our ‘Flexible’ appetite - reflecting our
view of the office occupier market
outlook and opportunities for stronger
leasing terms in the coming year.

Appetite: Flexible

Retail and hospitality occupier market

Structural changes in consumer
expectations leading to changes
in demand for retail or hospitality
space and the consequent impact
on income and asset values.

Example KRIs
e Asset guest numbers

e UK net retail openings and
asset-vacancy rates

e Portfolio void rates

o Percentage of lease expiries over
five years

o Customer credit risk and tenant
counterparty risk

Mitigation

o KRIs monitored and reviewed
monthly by Retail leadership team

e Brand partner relationship and
guest experience monitoring

e Data-led development of asset
and sector strategies, promoting
proactive leasing

Information security and cyber threat

e Brand Account, Asset Management
and Guest Experiences teams
established

e Customer satisfaction surveys

e Strict credit policy and process,
including regular review of
customers at risk

n CHANGE IN YEAR | NO CHANGE

This risk has remained consistent as
the impacts of the pandemic have

Executive responsible | Mark Lockton-Goddard

levelled - with online penetration
falling from lockdown levels and
growing omni-channel business
models. With the potential for
recession, we continue to monitor
the risk.

Residual risk at year end was below
our ‘Flexible” appetite - reflecting
our view of the retail and hospitality
market outlook and opportunities
for stronger leasing terms in the
coming year.

Appetite: Cautious

Data loss or disruption to
business processes, corporate
systems or building-management
systems resulting in a negative
reputational, operational,
regulatory or financial impact.

Example KRIs

e Speed of threat and vulnerability
detection (against agreed Pen test/
External Assurance Schedule)

Speed of threat and vulnerability
resolution

e Number of major cyber incidents

or data-loss events

Incident Response and Recovery
Plan reviewed and tested

e Completion rates on cyber security
and data-protection training

e Number of critical, strategic or
infosec partners without current
cyber-security diligence

Mitigation

IT security policies set out our
standards for security and
penetration testing, vulnerability
and patch management, data
disposal and access control

o A specific Cyber Security team
and Data Protection Officer
Quarterly assessment of key

IT controls

Monitored mandatory cyber
security and GDPR training

e Third-party IT providers subject
to information-security vendor
assessment

Close working with IT service
partners to manage risk and
improve technical standards
Defined technical IT standards
for all building systems
Extensive use of cloud-based
systems

Business resilience, crisis
management and IT disaster-
recovery plans in place for all
assets, including regular testing
Regular penetration testing across
our IT estate and vulnerability-
management system

e Corporate environment cyber
insurance in place including access
to instant support and external
expertise and resources

CHANGE IN YEAR | DECREASING

The risk has reduced in the year,
largely due to significant investment
in, and development of, our cyber
capability - as validated by an
independent review.

We continue to develop and invest
in the wider information security
and cyber-control environment, and
remain vigilant as the cyber threat
landscape continues to evolve.
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Principal risks and uncertainties
continued

Chqnge projects Executive responsible | ELT Appetite: Cautious

Lapdsec is engaging in a number Example.KRIs ‘ ' o PrOJe'C‘t FRvEITE LS methodology CHANGE IN YEAR | NEW RISK
of important internal change o Key project milestones missed e Qualified project managers used

programmes aiming to deliver e Projects operating without on all large projects The number and impact of active
operational and cultural benefits. appropriate governance ¢ Documented and approved change projects at Landsec has
There is a risk that these projects e Success criteria achieved at benefits cases resulted in increased risk associated
fail to deliver the identified post-implementation reviews e Company-wide communication with programmes not achieving
benefits in a timely manner and audits supported by Senior Leadership identified outcomes.

and to budget. Mitigetion e Engrgeament Cultural change is a key element of

e Regular progress reporting to

ect board the wider change portfolio, making
project boards

e ELT sponsorship, with ELT and

Board oversight it of particular importance.

CC] p|‘tC|| qllocqtion Executive responsible | Mark Allan Appetite: Flexible/Cautious
Capital allocated to specific o Portfolio liquidity ® Rigorous and established destinations and mixed-use urban
assets, sectors or locations does e Loan to value governance and approval processes neighbourhoods.

not yield the expected returns Headroom over development through the business area

i.e. we are not effective in placing capital expenditure leadership, ELT and Board
capital or recycling. Investment Appraisal Guidelines
define the key investment criteria,
the risk assessment process, key
stakeholders and the delegations
of authority

The macroeconomic backdrop has
put upward pressure on this risk and
our appetite in the last year was
lower. We responded by de-risking
our balance sheet, with the sale of

21 Moorfields and other assets, a more

Speculative development,
pre-development and trading
property risk exposure

Group hedging

Specifically:
e Mixed-use urban neighbourhood
developments do not yield

o Net debt i i flexible approach to development

! G NE e * Stress-testing of scenarios as part commitments and the recent issue
e Development of assets not Mitigation of decision making of Landsec’s Green bond.

matched to expected demand Ao .
o Retaini ith | ield ° Morjth'ly monitoring of CGRItO| Over the course of the coming year,

etaining assets with low yields disciplines and KRlIs by business n CHANGE IN YEAR | NO CHANGE we expect the risk to increase

that should be recycled area boards, ELT and PLC Board towards our desired appetite range
Example KRls . Detoile.d market and Product We have a clear.vie'w of the scale as we commit to developments and
o Committed development pipeline analysis to enable optimal of the opportunity in each sector potentially deploy capital into new

10% GDV investment decisions and relative returns ochievgble ' capital opportunities.
across Central London, major retail

Deve|0pmen‘t S‘trq‘tegy Executive responsible | Mike Hood Appetite: Flexible/Cautious

We may be unable to generate Mitigation o Control processes over key risk
Y 9 9 Ol processes over key CHANGE IN YEAR | NO CHANGE
expected returns as a result of e Development strategy addresses areas including: project
i i i isati d ting; .
changtes in the occupier market r|skds tlfwgt cguld odverzely offert fc;;%onr!isqol ;:Snoqn e;:FeJ:; mgolit ) The eemel Gemrs dhek luenes
for a given asset during the course Unelertiying) Ineene ENe| @ep(id schedule: chonge' ek C’J:d \/’ this risk, such as market conditions
of the development, or cost or performance - 9¢ heglth | Gndinfiation, have increased.
time overruns on the scheme. e A detailed appraisal is undertaken CRMUMERME MEMSGRMESNIE; MSElE o
by business area leadership and and safety; and project objectives However, this is offset as three
Example KRls Board before committing to e Each project is supported by major developmf:nt schemes are
o Take-up level for offices a scheme internal stakeholders in Operations, ~ close to completion.
e Tender-price inflation e Financial modelling and Su§tqinobi|ity and Tech, as o Over the course of the coming year,
o Monitor build-to-sell and build-to- scenario planning to determine evidenced through key monitoring we expect the risk to increase towards
rent ratios to determine phasing expected yields reviews and gateway sign-offs our desired appetite range, as we
approach of developments o Tested project-management * Strong community involvement commit to new developments.

in the design process for our
developments

Early engagement and strong
relationships with planning
authorities

approach and highly experienced
development team
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Executive responsible | Mark Allan Appetite: Cautious/Minimalist

Health and safety

Failure to identify, mitigate or
react effectively to major health
or safety incidents, leading to:

e Serious injury, illness or loss of life
e Criminal or civil proceedings

o Loss of stakeholder confidence

Example KRIs Fire-safety management system
accredited to the BS 9997 standard
Accelerated asset integration
assessment process for new
acquisitions (e.g. U+l and MediaCity)
H&S audits by Internal Audit, plus
annual programme of data-led and
second-line audits by H&S team
Legal and best practice compliance
monitored in real time
e Strict H&S standards applied to the
selection of key service and
construction partners; assessed by
KPls and regular reviews

CHANGE IN YEAR | NO CHANGE
e Number of reportable health and n

safety incidents

e Health and safety training
completion

e Control reviews and follow up
to completion

The likelihood of a major health
and safety incident has remained
constant throughout the year, with
U+l and MediaCity properties now
falling under the wider Health and
Safety regime following integration.

e Delays to building projects and
access restrictions to our properties,
resulting in loss of income
Inadequate response to regulatory
changes

e Reputational impact

Mitigation

e Regular reviews by Health, Safety
and Security Committee, (Chaired
by the CEO), ELT and Board

Health & Safety management
system accredited to ISO 45001
standard

7 People and skills

Executive responsible | Kate Seller Appetite: Cautious
Inability to attract, retain and
develop the right people and skills
to meet our strategic objectives,
grow enterprise value and meet
shareholder expectations.

Mitigation

o Executive remuneration and
long-term incentive plans in place,
benchmarked and overseen by the
Remuneration Committee and
aligned to the Group and individual

e The talent management
programme identifies high-
potential individuals

e Clear employee objectives and
development plans

e Health and Wellbeing Statement

CHANGE IN YEAR | INCREASE

The risk has increased due to a
combination of voluntary and forced
attrition due to ongoing
transformation programmes.

Example KRIs

e Employee turnover levels

e High-potential employee turnover
e Employee engagement score

e Succession planning up to date

e Time to hire

performance

e Regular review of succession plans
for senior and critical roles

e Remuneration plans for other key
roles are benchmarked annually

Climate change transition

Climate change risk has
two elements:

© Our commitment to reducing
Landsec’s near and long-term
carbon reduction targets by
2030 and 2040 is not met in
time or achieved at a
significantly higher cost than
expected, leading to
regulatory, reputational and
commercial impact.

O Failure to ensure all new
developments are net zero in
construction and operation,
as defined by the emerging
net zero standard for assets,
leads to an inability to service
market demand for high-
quality assets that meet the
highest environmental and
wellbeing standards.

Example KRIs

e Energy intensity

Renewable electricity

EPC ratings

Operational carbon emissions
Embodied carbon for new
developments

Portfolio natural disaster risk
Portfolio ESG credentials
Energy efficiency measures

Executive responsible | Chris Hogwood

of Practice

Regular employee engagement
surveys

Mitigation

Climate risks and opportunities
for potential acquisitions assessed
against our Responsible Property
Investment Policy and ESG
Acquisition Appraisal Framework
Developments designed to be
resilient to climate change and
net zero - both in construction
and operation

All properties comply with ISO
14001 and ISO 50001 Energy
Management System

Continued monitoring of portfolio
exposure to physical climate risks,
and review of mitigation actions
for sites located in high-risk areas
Early supply chain engagement
for procurement of air source heat
pumps and solar PVs - ensuring
appropriate due diligence

Further, the continuation of a

buoyant post-pandemic employment
market has created an employee and
candidate-led market with high levels

of wage inflation.

Appetite: Cautious/Minimalist

CHANGE IN YEAR | DECREASE

The transitional risks of climate
change have continued to reduce
as we have reviewed and updated
our fully costed net zero transition
investment plan for the effects of
inflation and have begun portfolio
decarbonisation planning.
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Going concern and viability

The Directors outline their assessment of the
Group's ability to operate as a going concern
and its long-term viability, taking into account
the impact of the Group's principal risks.

Going concern

The Directors confirm they have a
reasonable expectation that the Company
has adequate resources to continue in
operational existence for at least 12 months
from the date of signing these financial
statements. This confirmation is made after
having reviewed assumptions about future
trading performance, valuation projections,
capital expenditure, asset sales and debt
requirements contained within the period
ending 30 September 2024 from the Group's
budget and long-term strategic plan. The
Directors also considered potential risks and
uncertainties in the business, credit, market
and liquidity risks, including the availability
and repayment profile of bank facilities,

as well as forecast covenant compliance.
Further stress testing has been carried out
to ensure the Group has sufficient cash
resources to continue in operation for at
least the next 16 months to 30 September
2024 with materially reduced levels of cash
receipts. Based on the above, together
with available market information and the
Directors’ knowledge and experience of the
Group's property portfolio and markets,
the Directors continue to adopt the going
concern basis in preparing the accounts

for the year ended 31 March 2023. Refer

to note 1 of the financial statements for
further information.

Viability statement

The viability assessment period

The Directors have assessed the viability of
the Group over a five-year period to March

2028, taking account of the Group's current
financial position and the potential impact
of our principal risks.

Process

Our financial planning process comprises

a budget for one financial year and the
strategic plan. Generally, the budget has

a greater level of certainty and is used to
set near-term targets across the Group.
The strategic plan is less certain than the
budget, but provides a longer-term outlook
against which strategic decisions can

be made.

The financial planning process considers
the Group's profitability, capital values,
gearing, cash flows and other key financial
metrics over the plan period. These metrics
are subject to sensitivity analysis, in

which a number of the main underlying
assumptions are flexed and tested to
consider alternative macroeconomic
environments. Additionally, the Group also
considers the impact of potential structural
changes to the business in light of varying

Strategic Report

economic conditions, such as significant
additional sales and acquisitions or
refinancing. These assumptions are then
adapted further to assess the impact

of considerably worse macroeconomic
conditions than are currently expected,
which forms the basis of the Group’s
‘Viability scenario”.

Given the recent unfavourable macro-
economic conditions in which the Group
has been operating, additional stress-
testing has been carried out on the Group's
ability to continue in operation under
extremely unfavourable operating
conditions. While the assumptions we have
applied in these scenarios are possible, they
do not represent our view of the likely
outturn. The Directors have also considered
reverse stress-test scenarios including one
in which we are unable to collect any rent
for an extended period of time. The results
of these tests help to inform the Directors’
assessment of the viability of the Group.
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Key risks

The table below sets out those of the
Group's principal risks (see pages 56-59 for
full details of the Group’s principal risks)

that could impact its ability to remain in
operation and meet its liabilities as they
fall due and how we have taken these into
consideration when making our assessment

Impact on key metrics

We have assessed the impact of these
assumptions on the Group’s key financial
metrics over the assessment period, including

Principal Risk

Macroeconomic outlook

Changes in the macroeconomic environment
results in reduced demand for space or deferral
of decisions by retail and office occupiers.

Due to the length of build projects, the prevailing
economic climate at initiation may be different
from that at completion.

of the Group's viability.

Viability scenario assumption

Declines in capital values and outward yield
movements across all assets within the portfolio
Additional impact of a higher inflationary
market captured within costs

No issuance of additional fixed term bonds
through the assessment period

Additional impact of increased interest rates on
servicing debt

Office occupier market

Structural changes in customer expectations
leading to changing demand for office space and

the consequent impact on income and asset values.

Reduced demand leads to increased void
periods, negative valuation movements and
downward pressure on rental values over the
whole assessment period

Retail and hospitality occupier market
Structural changes in customer expectations
leading to changes in demand for retail or
hospitality space and the consequent impact on
income and asset values.

Increased customer failures lead to increased
void periods, negative valuation movements
and downward pressure on rental values over
the period

Capital allocation

Capital allocated to specific assets, sectors or
locations does not yield the expected returns i.e.
we are not effective in placing capital or recycling.

Capital that is accretive to the portfolio but not
essential has been removed

Any uncommitted budgeted acquisitions,
disposals and developments do not take place
due to reduced liquidity

Development strategy

We may be unable to generate expected returns

as a result of changes in the occupier market for

a given asset during the course of the development,
or cost or time overruns on the scheme.

A reduction in recognised development profits
for committed schemes that will continue to be
advanced over the viability assessment period

We considered our other Principal Risks, including climate change transition, and their
possible impact on our assessment of the Group's viability. We concluded that as we have
fully costed and committed to invest £135m to achieve our science-based net zero target
by 2030, this mitigated the climate change transition risk sufficiently.

profitability, net debt, loan-to-value ratios
and available financial headroom.

The viability scenario represents a
contraction in the size of the business over
the five-year period considered, with the
Security Group LTV at 48.0% in March 2028,
its highest point in the assessment period.
The Group maintains a positive financial
headroom from March 2023 through to
March 2025. From March 2026 the Group will
be required to secure new funding as existing
facilities expire. This drives the negative
available financial headroom in the viability
scenario at March 2028. The Directors expect
the Group to be able to secure new funding,
or exercise extension options, given the
Group's expected loan-to-value ratio, the
flexibility of the financing structure in place,
and positive engagement with providers of
funds to date.

Key Metrics Uelslo U
Viability
Actuals scenario
31 March 2023 31 March 2028

Security Group LTV 33% 48.0%

Adjusted net debt £3,287m £3,742m

EPRA Net Tangible 936p 638p

Assets per share

Available financial £2.4bn (£1.6bn)

headroom

Confirmation of viability

Based on this assessment the Directors have
a reasonable expectation that the Group will
continue in operation and meet its liabilities
as they fall due over the period to March 2028.
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Non-financial information
statement

This section of our Strategic Report constitutes Landsec’s Non- — You can find our policies on our website: landsec.com/
financial Information Statement. This is intended to help stakeholders sustainability/governance-policies, landsec.com/about/
understand our position on these key non-financial matters. The table corporate-governance

below highlights our policies and standards and where you can find
more information in this report.

Where information can be found

lici h h : o
Our policies and standards that govern our approac in this report

e tal e Sustainability policy: sets out our sustainability vision and — Build well - our commitment
nvironmenta associated commitments as detailed in our Build well, Live well, to the environment on
matters Act well strategy pages 41-43

e Environment and energy policy: how we manage our business
activities with minimal impact on the natural environment

and strive to reduce our climate change impact

Biodiversity brief: used to guide our partners and expand on

our biodiversity requirements across our portfolio

Materials brief: sets out the materials we prohibit use of in

our construction activities based on health impacts, responsible
sourcing, embodied carbon impact and resource efficiency
considerations

Responsible property investment policy: our commitment and
approach to managing aspects of sustainability throughout the
acquisition and disposal of assets

Sustainable Development Toolkit: translates our sustainability
vision into a guide to ensure that we design and develop our new
schemes and refurbishments sustainably

Build well, Live well, Act well site action plans: plans that guide our
site teams to operate and manage our standing assets sustainably

L]

Employee Code of Conduct: sets out how we behave internally — Our people and culture on
Employees and externally, in line with our purpose, values and behaviours pages 34-39
Equal opportunities policy: how we treat our employees, based
on merit and ability, in a fair and transparent way, building a
diverse and inclusive workplace
e Harassment and bullying policy and procedure: our commitment
to stop and prevent behaviour that causes offence or distress
in the workplace
e Health and safety policy: how we manage health and safety
throughout our operations and assets
e Health and wellbeing policy: investing in improving the
health and wellbeing of our employees encouraging a healthy
work-life balance
Mental health first aider policy: sets out how we manage our
trained mental health support network

— Act well - our commitment to
being a responsible business on
pages 45-46

e Human rights policy: our commitment and core principles to — Directors’ Report on
@P? Respect for respect the human rights of all those who work for Landsec and pages 117-119
human rights on our behalf
Modern Slavery Statement: we are committed to ensuring that
all work in our supply chain associated with our projects and
contracts are voluntary and fair and that the health, safety
and security of all workers is a priority
Supply Chain Commitment: our commitment to build long-lasting
partnerships with suppliers who uphold the same ethical principles
as us and work together for a sustainable future for all
® Right to work policy: provides best practice guidance to those
assigned responsibility for performing right to work checks across
our supply chain

— Our approach to sustainability
on pages 40-53
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Where information can be found

Social matters

Diversity and inclusion: our revised strategy, Diverse Talent,
Inclusive Culture and Inclusive Places sets out our vision to design,
develop and manage more inclusive, commercially successful
places through attracting and nurturing diverse talent within a
culture that enables everyone to reach their full potential
Community Charter: our commitment to engage our communities
throughout the development process and beyond

in this report

— Our people and culture on
pages 34-39

— Live well - our commitment
to creating opportunities and
inclusive places, supporting
communities to thrive on
page 44

L]

Anti-bribery and
corruption

L]

Anti-Bribery Gifts and Hospitality Policy: we have a zero tolerance
for any form of bribery or corruption

Conflicts of interest and anti-competitive behaviours: our
employees must act in the best interests of the Company and
not make decisions for personal gain

Speak Up Policy: how we encourage those who work for Landsec

— Act well - our commitment to
being a responsible business on
pages 45-46

— Report of the Audit Committee
on pages 88-95

and on our behalf to ask questions, raise concerns or report
incidents of any impropriety or wrongdoing

Sustainable Procurement Guidance: sets out six procurement

principles to ensure that we procure goods and services responsibly,
securely, timely, smartly, ethically and positively in accordance with
the law and in compliance with relevant legislation

L]

Tax strategy: we act with integrity and excellence when dealing

with taxes and engage with Government for a fair taxation system

Description of principal
risks and impact of
business activity

=

and controls

e We consider both external and internal risks, evaluate them, — Managing risk on pages 54-55
assess the impact and put in place mitigating actions —

Principal risks and uncertainties
on pages 56-59

— Report of the Audit Committee
on pages 88-95

performance indicators

D i £ e To create value, we buy, develop, manage and sell property, — Our business model on
eS.CI'Ip lon o drawing on a range of financial, physical and social resources pages 12-13

business model

N fi sl [ e |n addition to our financial performance metrics, we set ourselves — Key performance indicators on
Uy e d ey a range of KPlIs for the year including sustainability targets page 16

The EU taxonomy

The EU taxonomy has been developed to support the transformation
of the EU economy to meet its European Green Deal objectives,
helping to redirect capital flows towards a more sustainable
economy. It aims to set a common language and clear definition

to help companies, investors and policymakers understand whether
an economic activity is environmentally sustainable.

The EU taxonomy is a classification system, establishing a list of
sustainable economic activities that substantially contribute to
the EU’s six environmental objectives:

1. Climate change mitigation

2.Climate change adaptation

3.The sustainable use and protection of water and marine resources
4.The transition to a circular economy

5. Pollution prevention and control

6.The protection and restoration of biodiversity and ecosystems

To date, details for only the first two environmental objectives were

released: climate change mitigation and climate change adaptation.

As a UK company, Landsec is not in scope of the EU Taxonomy
Regulation. However, we recognise the importance of providing
our investors and stakeholders with information about the
sustainability of our activities and portfolio of assets. For that

reason, we have started working towards voluntarily disclosing
information that can help investors to assess the alignment of our
activities with the EU taxonomy.

The UK has established a Green Technical Advisory Group who have
issued its initial recommendations to the UK Government on UK
Green Taxonomy, which builds on the EU taxonomy and net zero in
the UK context. Taking steps to understand the requirements from
the EU taxonomy, helps us to prepare Landsec for the incoming
implementation of the UK Green Taxonomy.

In the Build well section on pages 41-43, we provide information on
how we are investing across our portfolio to transition to net zero,
its current EPC ratings, and approach to new developments.

We provide further information on our portfolio EPC ratings
and building certifications in our Sustainability Performance
and Data Report.

This Strategic Report was approved by the Board of Directors on
15 May 2023 and signed on its behalf by:

Mark Allan
Chief Executive
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Introduction to the Corporate
Governance Report from the Chairman

Dear shareholder

| am pleased to introduce
the governance section of
this year’s Annual Report.

This section of the report gives more detail
on the governance structures that we have
in place, and how we comply with the UK
Corporate Governance Code.

The Board takes seriously its responsibility
for the long-term sustainable success of
the Company, generating value for our
shareholders and contributing more widely
to society.

The year in review

The business has maintained momentum
in delivering against its strategic plan,
notwithstanding the challenging economic
backdrop this year. Effective governance
together with the strength of leadership

of our Board has continued to provide

structure and stability in times of uncertainty.

| am grateful to my fellow Directors,
the Executive Leadership Team and our
colleagues for their continued support
and dedication during the year.

Board succession and diversity

This year, the Board, together with the
Nomination Committee has continued to
focus on succession planning and Board
composition.

During the year we have actively engaged
with two search consultancies to ensure the
Board has the necessary skills, knowledge,
experience and diversity to deliver superior
performance and enhance the success of
the Company. As a result, we appointed
Miles Roberts and Sir lan Cheshire.

We remain committed to having a Board
that is diverse in all respects. As at the date
of this report and throughout this financial
year we have complied with the Listing Rules
requirements relating to diversity: (i) at least
40% of the Board are women (also meeting
the FTSE Women Leaders target); (i) at least
one of the senior board positions are women
(both Chair and CFO); and (iii) at least one
individual on the Board is from a minority
ethnic background (also meeting the Parker
Review target). The Board and new Chair
are aware that on my retirement our gender
diversity will dip below 40%, and this will

be taken into account in our near-term
succession planning.

Importantly, across the wider business,
we have refreshed our diversity and
inclusion strategy during the year and
agreed new targets (see pages 35-38).

Stakeholder engagement

Landsec’s success is dependent on the
Board taking decisions for the benefit of
our shareholders and in doing so having
regard to all our stakeholders. Throughout
the year, the Board received institutional
investor updates and our Committee
Chairs and Senior Independent Director
have made themselves available to
investors for meetings.

Our 2022 AGM was held at our
headquarters in London and shareholders
were able to submit questions in advance
for consideration by the Board.

This year we continued with our workforce
engagement activities, including receiving
a full briefing on the annual employee
engagement survey results and Directors
meeting directly with employees.
Christophe Evain also engaged with our
Employee Forum to answer questions on
executive remuneration. The Board is

Governance

committed to understanding the views of
all of Landsec’s stakeholders to inform the
decisions that we make.

Culture

The Board understands the importance

of culture and setting the tone of the
organisation from the top and embedding
it throughout Landsec. Our culture is a key
component for continuing to make progress
with our strategic plans. The aim of our
people strategy is to create a high-
performing and inclusive culture. During
the year the Board monitored our culture
with regular updates on our people, our
organisational transformation programme,
our culture, talent, diversity and inclusion
activities and engagement survey, and
direct engagement with the workforce.

Board evaluation

This year our Board evaluation was carried
out internally. The Board was satisfied

with its own performance, with all Board
members rating performance as good or
excellent. The composition of the Board was
considered appropriate with the impact of
recent changes noted.

Conclusion

| would like to conclude by thanking
members of the Board for their continued
support and commitment over the past
year and throughout my time as Chairman.
| have much enjoyed my tenure at Landsec,
especially the last five years as Chairman.

| know | will be leaving the Company in a
robust position with Sir lan Cheshire, our
experienced Board members, the leadership
team and the wider workforce.

| would also like to extend my personal
thank you to our colleagues, as | step down
from the Board, for all their hard work and
commitment to the business. | wish
everyone at Landsec all the best for the
future.

Gesiad )y

Cressida Hogg
Chairman
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Board of Directors

Cressida Hogg, Chairman

00

Sir lan Cheshire, Non-executive Director*
and Chair Designate
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00

Edward Bonham Carter, Non-executive Director*
and Senior Independent Director

Years on the Board — Nine
(Chairman since July 2018). Due to retire from
the Board on 16 May 2023.

Committees — Nomination Committee
(Chairman), Remuneration Committee

Role — Leads the Board, responsible for
governance, major shareholder and other
stakeholder engagement.

Skills and experience — Cressida has spent
over 20 years in the investment industry and has
experience of building and developing businesses
both in the UK and globally. She brings significant
board experience to the Group, together with a
strong corporate background in infrastructure
and private equity, mergers and acquisitions,
and investment. Cressida was one of the
co-founders of 3i Group's infrastructure business
in 2005, becoming Managing Partner in 2009,
and she was also Global Head of Infrastructure
at Canada Pension Plan Investment Board
between 2014 and 2018. In addition to her senior
executive positions, Cressida has broad
experience as a non-executive in a variety of
sectors. Cressida received a CBE in 2014 for
services to infrastructure investment and policy.

Cressida was independent upon appointment
as Chairman.

Other current appointments — Non-executive
Director and Chair Designate of BAE Systems pilc,
Senior Independent Director and Chair of
Remuneration Committee, London Stock
Exchange Group plc. Non-executive Director,
Troy Asset Management.

*Independent as per the UK Corporate Governance Code.

Years on the Board — Less than one
(appointed to the Board 23 March 2023). Due to
assume the role of Chair from 16 May 2023.

Committees — Nomination Committee,
Remuneration Committee

Skills and experience — Sir lan joined the
Landsec Board as Non-executive Director and
Chair Designate on 23 March 2023 and will assume
the role of Chair on 16 May 2023. Sir lan brings
extensive general management and board
experience in customer-facing organisations across
a range of sectors. His executive roles include
senior leadership and commercial roles in
customer-focused businesses, latterly as Group
Chief Executive of Kingfisher plc from 2008 to 2015.

He previously held Non-executive Director roles
at Barclays PLC (and as Chairman of Barclays
Bank UK), Whitbread PLC (where he was Senior
Independent Director), Debenhams and Maison
Du Monde. He was lead Non-executive Director
at the UK Cabinet Office and Department for
Work and Pensions. He was also Chairman of the
British Retail Consortium, Chairman of the Prince
of Wales Corporate Leaders Group on Climate
Change, President of the Business Disability
Forum President’s Group and chaired the
Ecosystem Markets Task Force and GR Task Force.

Sir lan was knighted in the 2014 New Year
Honours for services to Business, Sustainability
and the Environment and is a Chevalier of the
Ordre National du Merite of France.

Other current appointments — Chair of
Channel 4, Spire Healthcare Group plc and
Menhaden Resource Efficiency plc (due to
relinquish the role of Chair on 16 May 2023).
Non-executive Director of BT Group plc and
Chair of their Remuneration Committee (due to
retire at their AGM in July 2023). Chairman of the
Prince of Wales’s Charitable Fund and We Mean
Business Coalition.

Years on the Board — Nine

Committees — Nomination Committee,
Remuneration Committee

Role — A sounding board for the Chairman
and a trusted intermediary for other Directors
and shareholders.

Skills and experience — Edward has significant
experience of general management as a former
CEO of a private equity backed and listed
company. Having been a fund manager for
many years, he has a comprehensive
understanding of global stock markets and
investor expectations which is beneficial to

the Company when it considers its engagement
with investors.

Other current appointments — Senior
Independent Director, ITV plc. Trustee and
Chairman of Investment Committee, Esmée
Fairbairn Foundation. Non-executive Chairman,
Netwealth Investments Ltd. Member, Strategic
Advisory Board, Livingbridge LLP.

Committees
0 Audit Committee
0 Nomination Committee

e Remuneration Committee



066 Landsec Annual Report 2023

Board of Directors

continued

o0

Nicholas Cadbury, Non-executive Director*

Madeleine Cosgrave, Non-executive Director*

Governance

00

Christophe Evain, Non-executive Director*

Years on the Board — Six

Committees — Audit Committee (Chairman),
Nomination Committee

Skills and experience — Nicholas brings
wide-ranging and international financial and
general management experience to the Group
gained from working in consumer-facing
businesses, particularly in the retail, leisure and
hospitality sectors. He also has extensive

commercial and operational knowledge and skills

in relation to strategy and IT development. This
broader commercial perspective adds breadth
to Board discussions and enables Nicholas to
provide effective challenge as Chairman of the
Audit Committee. Nicholas was appointed Chief
Financial Officer of International Airline Group
(IAG) in March 2022. Prior to this, Nicholas was
Group Finance Director of Whitbread PLC, a
position he held from November 2012 until March
2022. Before that, he was Chief Financial Officer
of Premier Farnell PLC and Chief Finance Officer
of Dixons Plc. Nicholas originally qualified as an
accountant with Price Waterhouse.

Other current appointments — Chief Financial
Officer, International Airline Group (IAG).

*Independent as per the UK Corporate Governance Code.

Years on the Board — Four
Committees — Audit Committee

Skills and experience — Madeleine has
extensive experience in the property industry;
she is a member of the Royal Institution of
Chartered Surveyors and former chair of the
INREV Investor Platform. She is an independent
member of the CBRE IM EMEA Investment
Committee, senior advisor to ICG Real Estate
and has mentoring roles with IntoUniversity
and GAIN (Girls Are Investors). Madeleine was
previously Managing Director and Regional
Head, Europe at GIC Real Estate, Singapore'’s
Sovereign Wealth Fund. She held this position
from 2016 until she stepped down in June 2021
and was responsible for the investment strategy,
portfolio and team. She led the RE business in
Europe and was a voting member of GIC RE's
Global Investment Committee.

Madeleine is a chartered surveyor and started

her career in 1989 with JLL as a graduate trainee.

She went on to hold roles in valuation, fund
management, leasing and development in both
London and Sydney, before joining GIC in 1999.

Other current appointments — Independent
Member of CBRE IM EMEA Investment
Committee. Senior Advisor to ICG Real Estate.

Years on the Board — Four

Committees — Nomination Committee,
Remuneration Committee (Chairman)

Skills and experience — Christophe has
extensive investment experience in private
equity, debt and other alternative asset classes.
As the former CEO of a UK listed company, he
also has management and leadership strengths,
having successfully led the transformation of
Intermediate Capital Group PLC (ICG) from a
principal investment business into a diversified
alternative asset management group with
€34bn assets under management. Christophe’s
broad experience, both as a business leader and
an investor, is a valuable asset to the Board.
Having started his career in banking, holding
various positions at NatWest and Banque de
Gestion Privée, he joined ICG in 1994 as an
investment professional, became CEO in 2010
and stepped down from that position in 2017.
During this time he held various investment

and management roles, founded the Group's
businesses in Paris, the Asia-Pacific region and
North America, and was instrumental in adding
various additional businesses, including a UK
property lending business.

Other current appointments — Chairman,
Bridges Fund Management. Non-executive
Director, Quilvest Capital Partners.
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Miles Roberts, Non-executive Director*

Manjiry Tamhane, Non-executive Director*

Years on the Board — Less than one
(Appointed to the Board 19 September 2022)

Committees — Audit Committee

Skills and experience — Miles is currently Group
Chief Executive of DS Smith Plc, the international
packaging group, and has held this position since
2010. Prior to this, he was Chief Executive at
McBride plc from 2005 to 2010. Miles brings a
wide level of Board experience, together with
specific experience of large, long-term capital
projects, alongside a particular focus on
sustainability. Miles is a qualified chartered
accountant.

Other current appointments — Chief
Executive, DS Smith Plc.

*Independent as per the UK Corporate Governance Code.

Years on the Board — Two
Committees — Remuneration Committee

Skills and experience — Manjiry brings over

20 years of client and agency side experience

in the data, technology and advanced analytics
industry gained from working in marketing,
customer insight and strategy roles. She is Global
Chief Executive Officer of Gain Theory, a global
foresight consultancy, a subsidiary of WPP plc.
Manjiry was part of a team which founded Gain
theory in 2015, having previously been Managing
Director of another of WPP's consultancies also
focused on data and analytics, Ohal Ltd. Prior
to that, Manjiry spent the first part of her career
in the retail sector, latterly as Head of Customer
Insight and Strategy at Debenhams. In 2017,
Manjiry was named as one of the top 20 Women
in Data & Technology, led by The Female Lead
and Women in Data.

Other current appointments — Chief
Executive Officer, Gain Theory, a subsidiary

of WPP plc. Advisory Board member, Saracens
Women's Rugby.
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The role of our Non-executive Directors

Our Non-executive Directors are responsible

for bringing an external perspective, sound
judgement and objectivity to the Board's
deliberations and decision making. They support
and constructively challenge the Executive
Directors using their broad range of experience
and expertise and monitor the delivery of the
agreed strategy within the risk management
framework set by the Board.

Our Non-executive Directors have a diverse skill set
and background including property, investment,
asset management, retail and hospitality, and
data and analytics. This expertise enables the
Board to constructively challenge management
and encourages diversity of thought in the decision
making process.

Other Directors on the Board during the year
Colette O'Shea stepped down as an Executive
Director on 30 September 2022 having joined the
Board in 2018, and stepped down from her role as
Chief Operating Officer in March 2023 after a
transitional period.

Company Secretary appointment

Marina Thomas was appointed as Company
Secretary with effect from 31 October 2022.
Marina provides advice and support to the Board,
its Committees and the Chairman, is responsible
for corporate governance across the Group as
well as being responsible for the health and safety
function. The appointment and removal of the
Company Secretary is a matter for the Board.
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Mark Allan,
Chief Executive, Executive Director
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Current gender Chart 31

diversity of Board
(All directors)

O al
(WA 8

60% 40%

Male Female

Vanessa Simms,
Chief Financial Officer, Executive Director

Years on the Board — Three

Role — Responsible for the leadership of the
Group, development and implementation

of strategy, managing overall business
performance and leading the Executive
Leadership Team.

Skills and experience — Mark brings extensive
knowledge and experience of the property sector
combined with strong operational leadership
and financial and strategic management skills
to the Board. Prior to joining Landsec, Mark was
Chief Executive of St. Modwen Properties PLC for
three years. Prior to that he was Chief Executive
of The Unite Group plc from 2006 until 2016. He
moved to Unite in 1999 from KPMG and held a
number of financial and commercial roles in the
business, including Chief Financial Officer from
2003 to 2006. A qualified Chartered Accountant,
Mark is also a member of the Royal Institution

of Chartered Surveyors.

Years on the Board — Two

Role — Works closely with the Chief Executive
in developing and implementing vision and
strategy. Responsible for Group financial
performance, financial planning, management
of risk and assurance, group legal and group
procurement.

Current Board tenure Chart 32

(Non-executive Directors including Chairman)

24%

4-6 years

38%

0-3 years

Skills and experience — Vanessa brings Over
extensive experience to Landsec from the
property sector in the UK. She has over 25 years
of experience in finance and extensive knowledge
of UK real estate holding a number of senior
positions at other UK property companies.
Vanessa has a valuable combination of expertise
and experience in leading and implementing
strategic change in businesses and substantial
experience in senior finance leadership roles in

a listed environment.

6 years

Prior to joining Landsec in June 2021, Vanessa

was CFO of Grainger plc, a role she held since

Other current appointments — Mark is
Vice President of the British Property Federation.

February 2016, and immediately prior to joining
Grainger held a number of senior positions within

The Unite Group plc, including Deputy Chief

Management committees — Chairman of
the Group's Executive Leadership Team. Mark
is invited to attend the Audit, Remuneration
and Nomination Committees at the invitation
of the Chairs.

Financial Officer. Prior to that Vanessa was UK
finance director at SEGRO plc. Vanessa is a
Chartered Certified Accountant (FCCA) and
has an executive MBA (EMBA) from Ashridge
Business School.

Other current appointments — Audit Chair
and a Non-executive Director at Drax Group Plc.

Management committees — A member of
the Group's Executive Leadership Team. Vanessa
attends Audit Committee meetings at the
invitation of the Committee Chairman.
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Our governance structure

Board of Directors

Responsible for the
long-term success of
the Group

Provides leadership and
direction to the Group
on its culture, values
and ethics

Sets strategy and oversees
its implementation

Agrees risk appetite and
is responsible for
risk oversight

Responsible for
corporate governance

Responsible for the overall
financial performance of
the Group

Appointment of executive
directors

Board committees*
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Audit Committee Remuneration

Responsible for oversight Committee

of the Group's financial
and narrative reporting
processes

Recommends to the Board
the Executive
Remuneration Policy

Determines remuneration
packages of the Executive
Directors and the
Executive Leadership Team

Responsible for the
integrity of financial
statements and
internal control

Supports the Board
in risk identification
and management

Oversight of remuneration
practices for all employees

Ensures transparency
and financial governance

Nomination Committee

Reviews structure, size and
composition of the Board
and its Committees
Oversees succession
planning of Directors
and the Executive
Leadership Team
Leads Board
appointment processes

Recommends appointments
to the Board

Executive

Leadership Team

Monitor
performance and the
organisational health

CEO
Leads the Group

Articulates vision,

Develop and oversee

Oversight of
sustainability and
data strategies, risk
and compliance

Group's people and
culture strategy

values and purpose

Develops and
implements strategy

Responsible for
overall performance
of the business

Approves property and
investment decisions and
other commitments
above £150m

Manages the Executive

Management committees

Workplace and Lifestyle Boards

Approve property  Develop and Focus on Assess
investment oversee the external and manage
decisions delivery of perspectives  strategic risks
£10m to £150m  strategic plans and trends

Leadership Team

* We also operate a Disclosure Committee, chaired by the CFO, which oversees compliance
with market abuse requirements and manages inside information.

4

Business Unit (Workplace, Retail, Mixed-Use)

executive committees

Develop
and execute
business plans

Assess and Deliver Talent
manage financial development
operational risks performance
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Our governance structure

continued

How we make decisions
Decisions that can only be made by
the Board, together with the terms of
reference for our Committees, can be
found on the corporate governance
section of our website.

Decision making on investments,
commercial agreements, including the
acquisition, disposal and development
of assets, is delegated according to
financial values.

Our Delegation of Authorities framework
sets out levels of authority for decision
making throughout the business.

During the year, in light of the changing
environment a review of the organisation
structure was undertaken to ensure
Landsec was well positioned for the future.
The result was the identification of a
number of differentiators and a change

to the internal operating model.

The governance for this model is focused
around the two different business areas
primarily based on Landsec’s customers’
needs. Workplace covers office activity
(currently mainly Central London but

could expand in the future to other regions)
and Lifestyle which covers retail and the
mixed-use business.

Under the new operating model the Board
continues to oversee governance and
assurance, supported by the Executive
Leadership Team, which is responsible for
Group strategy and co-ordination alongside
the Workplace and Lifestyle Boards who
are responsible for strategic planning.

The Workplace and Lifestyle Boards are
supported by executive committees
which are responsible for developing
and executing business plans, managing
operational matters day to day and
delivering financial performance.

Managing Directors
Up to £10m

Executive Leadership Team
£10m-£150m (Non-property)

Workplace and Lifestyle Boards
£10m-£150m (Property)

Board
Over £150m

Conflicts of interest and external
appointments

The Board has a policy to identify and
manage Directors’ conflicts or potential
conflicts of interest and has delegated
authority to the Nomination Committee
to (i) approve or otherwise any such
disclosed conflicts, and (ii) determine any
mitigating actions deemed appropriate
to ensure that all Board meetings and
decisions are conducted solely with a
view to promoting the success of Landsec.

Directors’ conflicts of interest (which
extend beyond third-party directorships
and include close family) are reviewed by
the Nomination Committee annually, with
new conflicts arising between meetings
dealt with at the time between the
Chairman and the Company Secretary.

Governance

During the year, Madeleine Cosgrave
declared two appointments, which were
ultimately not deemed to be of concern
from a time commitment or conflicts
perspective (senior advisor to ICG Real
Estate and independent member of the
CBRE IM EMEA Investment Committee).

We follow the Institutional Shareholder
Services (ISS) proxy voting guidelines on
overboarding and accordingly deem alll
our Non-executive Directors to be within
these guidelines.

We appreciate that other proxy bodies

and institutional investors impose more
stringent guidelines than ISS and that
each individual’s portfolio of appointments
must be considered on a case-by-case
basis, which the Board duly does before
approving any appointments and then,

on an annual basis, assesses whether each
member of the Board is able to continue
contributing effectively.

Sir lan Cheshire is currently Chair of
Channel 4, Spire Healthcare Group Plc,
UK investment trust Menhaden Resource
Efficiency Plc and serves as Non-executive
Director at BT Group Plc. He is stepping
down from the Chair position (remaining
as Non-executive Director) at Menhaden
Resource Efficiency Plc on 16 May 2023
and will retire from BT Group Plc at its AGM
in July 2023 to ensure he has sufficient
capacity to act as Chair of Landsec.

The Board was not asked to approve any
additional external appointments for any
of our Directors during the year.

Potential conflicts of interest and how we have managed them

Director

lan Cheshire

(Non-executive
Director)

Potential conflict situation

Decisions on investing in Landsec securities
conflicting with role on Landsec Board.

Nomination Committee decision and mitigating action taken

As Menhaden Resource Efficiency invests primarily in US and European
markets, investing in businesses and opportunities delivering or benefitting

from the efficient use of energy and resources, investment in Land
Securities Group PLC securities is unlikely and in any event Sir lan Cheshire
does not participate directly in investment decisions at Menhaden and has
agreed to never participate in investment decisions concerning the shares
of Land Securities Group PLC at Menhaden.
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Induction

Our induction plan is delivered over the
first year of appointment. The aim is to
enable a new Director to assume their
responsibilities as quickly as possible and
feel able to contribute to business and
strategy discussions, with sufficient
knowledge to provide effective challenge.

An induction plan was put in place for Miles
Roberts upon joining as a Non-executive
Director in September 2022. The aim of his
induction was to support his understanding
of Landsec’s business and financial position,
strategy, culture, risks and opportunities,
Board governance and dynamics. The plan
assisted him to form relationships with the
Chairman, the Board, the Executive
Leadership Team and key external advisers,
in addition to a number of site visits. Sir lan
Cheshire is currently undertaking a similar
induction plan.

— More information on their inductions
can be found on page 85.

Board diversity

As at the date of this report and throughout
this financial year we have complied with

the Listing Rules requirements relating to
diversity: (i) at least 40% of the Board are
women (also meeting the FTSE Women
Leaders target); (ii) at least one of the senior
board positions are women (both Chair and
CFO); and (iii) at least one individual on the
Board is from a minority ethnic background
(also meeting the Parker Review target). The
Board and new Chair are aware that on the
retirement of Cressida Hogg, our gender
diversity will dip below 40%, and this will

be taken into account in our near term
succession planning. See table 33 below.

Training and development

Directors received regular updates in their
Board papers, facilitating greater
awareness and understanding of the
Group’s business and in particular the
emerging strategy.

The Board also received presentations on
the flexible office market and the future
of office assets acquired as part of the
U+l Group and MediaCity acquisitions.

In June 2022, the Board had a deep dive
into the Southwark area of London,
where Landsec has assembled a pipeline
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of c.Im sq ft. In addition, the Board received
a teach-in session on embodied carbon
from the Landsec sustainability team

which included case studies on The Forge,
Red Lion Court, Timber Square and

Liberty of Southwark and discussed the
implications for n2 whilst the Board visited
the development.

In December 2022, the Board received a

detailed briefing on embodied carbon in

development and Landsec’s objective to

reduce embodied carbon. The Board also
received a briefing and site visit of the n2
development on the same day.

In February 2023, the Board held its
strategy away day at our Myo offices at
Dashwood House in London with a tour
of 21 Moorfields, a complex development
nearing completion that showcased
Landsec’s deep development expertise
during the life of the project.

Finally, the Board were also provided with
a market disclosure briefing to reinforce
their knowledge of the Market Abuse
Regulation including recent developments
and case studies.

Board diversity Vel 55
Number of
senior
positions on Number in Percentage
Number Percentage the Board Executive  of Executive
of Board of the (CEO, CFO, SID Leadership Leadership
members? Board? and Chair)? Team? Team?®
Gender diversity
Men 6 60% 2 6 67%
Women 4 40% 2 3 33%
Not specified/prefer not to say - - - -
Ethnic diversity
White British or other White (including minority-white groups) 9 90% 4 9 100%
Mixed/Multiple Ethnic Groups - - - - -
Asian/Asian British 1 10% - - -

Black/African/Caribbean/Black British

Other ethnic group, including Arab

Not specified/prefer not to say

1. Data disclosed as at the date of this report. The data is collected from individuals when joining the Company. Individuals are asked to select from a series of options on both
gender and ethnic diversity. Gender and ethnicity data is shared with the Executive Leadership Team and the Board regularly.

2.Board numbers for gender diversity will change after the date of this report owing to the retirement of Cressida Hogg.

3. Executive Leadership Team numbers for diversity will change after the date of this report owing to the appointment of a new ELT member in June 2023 (see page 73).
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Executive Leadership Team

Our Executive Leadership Team is made up of our

Executive Directors and the Managing Directors

set out on this page. It is chaired by our CEQ.

— Biographies for our Executive Directors can be found on page 68.

Remco Simon,
Chief Strategy &
Investment Officer

Kate Seller,
Chief People Officer

Mike Hood,
CEO of U+l

Governance

Marcus Geddes,
Managing Director, Central London

Role — Remco has responsibility
for the Group's strategic planning,
capital allocation and capital
markets activity.

Skills and experience — He has
over 15 years' prior experience in
international real estate capital
markets. Before joining Landsec,
Remco was Managing Director at
St. Modwen, with responsibility for
strategy, investment and capital
markets, and worked as director
of equity research at BofA Merrill
Lynch and Kempen & Co. He holds
a MSc in management and a BSc
in construction engineering.

Role — Kate is responsible for
helping the business to achieve our

people and cultural strategic goals.

Skills and experience —

Kate has over 25 years of multi
sector international HR experience,
including an early career spent in
retail, then ten years at Experian
where she held a variety of global
HR roles, including HR Director for
Experian Asia Pacific based in
Singapore. More recently she held
the role of Group People Director
at HomeServe plc, a founder-led
FTSE 250.

Role — Mike leads U+|, Landsec’s
regeneration business and is
responsible for driving forward
the portfolio of transformative
mixed-use regeneration projects
across the UK.

Skills and experience — Prior

to joining U+l in 2020, Mike was
Managing Director at Capital &
Counties Properties PLC (Capco),
where he led the 77 acre/£10bn
Earls Court project and subsequent
sale and spearheaded major,
award-winning heritage and
restoration projects for Capco’s
prestigious Covent Garden estate.
Mike trained in the UK and Holland
as an architect.

Role — Marcus has responsibility
for the performance of our Central
London portfolio and executing
Group investment acquisitions
and disposals.

Skills and experience — Marcus
Geddes is a qualified chartered
surveyor with over 20 years’
experience in the central London
market. A Cambridge Land
Economy graduate, he qualified
and spent 13 years at Savills before
joining Landsec in 2011.
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Chris Hogwood,
Managing Director, Corporate
Affairs & Sustainability

Marina Thomas,
Head of Governance
and Company Secretary

Chief Data and
Technology Officer

Joining Landsec
in June 2023

— Bruce helps to define the
erall direction of the retail assets,
ensuring our retail destinations
remain relevant for both retailers
and consumers in order to provide
a sustainable retail model.

Skills and experience — Bruce has
over 25 years of consumer brand
experience where he's developed his
operational leadership and
strategic management skills. Prior
to joining Landsec, Bruce was Chief
Commercial Officer of Furla and
prior to that as the VP Global Retail
for Diesel, where he led the brand’s
Direct to Consumer business
through its transformation from a
traditional wholesale manufacturer
to a modern omni-channel retailer.

Role — Chris leads the Corporate
Affairs and Sustainability teams
at Landsec.

Skills and experience —

Chris joined from Portland
Communications where he was a
Senior Partner, leading its local
engagement and real estate
specialism as well as jointly leading
the agency’s flagship corporate
practice. He has worked in leading
communications agencies for

the last ten years and before that
worked in London local government.

Role — Marina has responsibility
for governance and the Company
secretary and health and safety
functions at Landsec.

Skills and experience — Marina
has over 20 years’ experience in
governance, across aerospace and
defence and financial services. Prior
to joining Landsec, Marina was
Group Company Secretary and EVP
of Ethics and Communications at
Meggitt PLC.

Role — Nisha will lead the
data and technology teams,
overseeing digital and data
transformation programmes
across the business.

Skills and experience — Most
recently, Chief Technology
Officer for Hiscox Re & ILS, part
of the Hiscox insurance group,
Nisha has over 20 years of
technology leadership
experience, with expertise
across data, engineering and
operations. Nisha has been
featured as a Top 100 CIO in
the UK, recognised for
delivering digital business
transformation through
complex change programmes.
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The Board in action

Decisions of the Board this year have been
considered in the context of a challenging macro-
economic environment and whilst considering the
changes, risks and opportunities that such an

environment can bring.

Board meetings

Board members attend eight scheduled
meetings a year and meet as required
for additional discussions.

All members of the Board attended all
Board and Committee meetings during
their tenure and membership, with the
exception of Christophe Evain who missed
the Board, Nomination and Remuneration
Committee meetings held in March 2023
due to a family bereavement.

If the Board needs to make decisions in
between meetings, it can do so by
unanimous approval by email but will only
do so in such situations where the matter
has been discussed at previous meetings
so that Directors are fully appraised, have
had the opportunity to ask questions and
are therefore in a position to make a fully
informed decision.

The Board met for four dinners throughout
the year at which a number of matters were
discussed including the macro-economic
climate, areas of risk, culture and talent
retention. These opportunities allow the
Board to develop and solidify relationships
and further discuss matters impacting the
business in an informal manner without the
inevitable time restrictions of Board and
Committee meetings.

The Non-executive Directors also met without
the Executive Directors being present.

EEIKE

Execution of strategy

This year, the Board has continued to
consider the Group's strategy and the
execution of strategy, particularly in
the context of the uncertain macro-
economic and political environments.
In addition, the alignment of culture
and the internal governance framework
and strategy has been a focus of the Board.
All of Landsec’s stakeholder interests
remain at the heart of strategy decisions
especially in uncertain climates.

— There is further information about the
Board and our stakeholders on
pages 76-79 and the Board and our
Culture on pages 80-81

The Board considered a number of strategic
areas during the year, which included
reviews of the retail strategy, the residential
strategy and the alignment with urban
mixed-use. In addition, the Board considered
the future of the office and flex office. More
details on the strategic (and other matters)
considered by the Board can be found on
page 75. As part of these strategic reviews
the Board had a tour and deep dive review
of our developments in the Southwark area
of London.

In addition, the Board benefited from

a session with some of the sustainability
team on embodied carbon followed by
a tour of the n2 development site, which
brought to life some of the matters that
had been discussed in the session.

Governance

The June meeting of the Board took
place in Southwark and allowed the
Board to benefit from a walking tour
of the area led by the Executive
Directors and members of the
Central London office team.

The Board were initially given a
presentation on why the Southbank
was considered an important area
and how in particular the Southwark
area fitted into this growing part

of London.

During the tour the Board were able
to see our four existing (or potential)
development sites in the area -
Timber Square, The Forge, Liberty of
Southwark and Red Lion Court, and
the thriving neighbourhoods in which
they are located.

The tour allowed the Board to ask
questions on the areaq, its heritage,
development progress, and
sustainability credentials. The Board

welcomed the additional insight
into the developments, the location
and the impact on Landsec’s
growth strategy.
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Board discussions during the year

o Outcomes

<

¢ Update of the strategic plan e Capital Markets Day held in Southwark
S e Consideration of the retail strategy o Approval of sale of 21 Moorfields, One New Street Square
_3 e Update on the residential strategy and 32-50 Strand
(o e Urban mixed-use business review e Purchase of additional 50% stake in St David's
& e The future of office and the flex office market
e Optimum capital recycling and capital allocation
® Macroeconomic environment consideration e Preliminary Results
— e Budget and five-year plan e Annual Report and Accounts
.9 e Key business targets e Half-year Report
g e Dividend consideration e Dividend payments
o} e Going concern and viability statement e Launch of new Green bond
i.|E. e Investor relations e Annual Tax Strategy
e Portfolio valuation e U+l post investment appraisal
e Source of funding and gearing levels
e The impact on the business of the inflationary e Board'’s heightened focus on the impact of cost increases
environment for the business, customers and employees
© e Development pipeline and pre-let activity e Board'’s continued focus on the use of data and
g e Market and sector trends technology throughout the business to make informed
P e Investment and sales decisions on customer and market trends and to provide
o the best service to customers
g_ o Flexible retail and office models
(o) e Recognition of the increasing importance of customers’

changing needs
e Monitoring pre-let activity

e Succession planning e Appointment of additional Non-executive Director and
c e Talent a new Chair
.9 e Diversity and inclusion e Importance of diversity reinforced at Board level and
"5 e Culture throughout the business
o2 e Sustainability e New diversity and inclusion strategy
s e Gender pay e Revised internal operating model and its governance
o e Health and safety framework to support cultural change
o e Fire safety e Embodied carbon update for the Board
T ¢ Data strategy and governance e Gender Pay Gap Report
5 e Internal operating model and governance e Updated sustainability strategy and targets
[} e Employee engagement e Health and safety updates provided at every Board
a meeting with particular focus on the new fire safety
é legislation and ensuring that Landsec’s residential

portfolio is in compliance
e Driving cultural change embedded in Board discussions

@ e Risk identification, management and internal control ¢ Risk appetite and tolerance ranges for each principal risk
(%) e Cyber security and technology e Internal Board and Committee evaluation

g e Meeting reports from Chairs of Audit, Remuneration e Annual General Meeting

c and Nomination Committees o Approval of Modern Slavery Statement

g e Modern slavery e Progression of technology transformation programme
o) e Board and Committee effectiveness

(] e Legal and litigation updates
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The Board and our stakeholders

Our purpose - sustainable places, connecting
communities, realising potential - puts all our
stakeholders at the forefront of the Board’s
decision making.

This is our Section 172 Statement.

The Board is pleased to provide a
statement that supports Section 172(1)
of the Companies Act 2006. This requires
that Directors promote the success of
the Company for the benefit of the
members, having regard to the interest
of stakeholders in their decision making.
Over the next few pages, we provide
examples of how the Board engages with
stakeholders and takes into account their
interests when making decisions.

— An introduction to our stakeholders
can be found in our Strategic Report
on page 11

Stakeholders and Board

decision making

Our stakeholders’ interests and priorities
continue to change, and affect the way
we work, shop and engage with each

her. Effective communication with our
holders is critical to keeping pace with
olving needs, which is so important
g-term success. The Board's
with stakeholders is both
anagement reporting up
akeholder engagement,
ich is embedded

Governance

Our customers

We have made good progress with growing
our customer relationships which has been
a key feature of our strategy for two years.
The Board receives regular updates on

our customers.

During the year, the Board received a
detailed briefing on our retail, office and
mixed-use strategies including customer
insights, as well as regular updates on
customers as part of the business update
at every meeting. This has helped to
understand the changing requirements
of office customers since the pandemic,
including changing space requirements
and the increased demand for ‘healthy
buildings’. As a business we have listened
to office occupiers regarding their needs,
resulting in us providing greater flexibility
of office leases.

The Board reviewed the retail strategy
update in September. The Reimagine

Retail change programme has been
implemented and is based on three main
strategies: the future asset, brand partners
and guest experience. We have developed
clear plans for each of our assets to make
sure they deliver the physical experience,
which continues to attract the right visitors
for brands.

Each location will see a more distinct
identity, more closely representing the
narrative of the area in which it is located,
although there are some key themes that
reach across all locations. The Board noted
the good progress that had been made in
recognising and understanding consumer
behaviour and its impact on investment
decisions, the importance of improving
data insights and direct relationship
management, but also ensuring that
downside scenarios were considered.

The Board also received a residential
strategy update from the Chief Strategy
and Investment Officer and Head of
Lifestyle Investment. The Board supported
the view that residential should be part of
our strategy.
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Our communities

To understand in more detail some of the
communities our assets are located within,
the Board visited certain assets during the
year, including Southwark. The Board
received a presentation on the Southwark
area which highlighted the rich culture

and heritage of this community, along with
the good transport links, young population
and amenities.

The assets owned by Landsec in the area
were highlighted, including Red Lion Court,
the Forge, the Liberty of Southwark and
Timber Square. This was then followed by
a walking tour of the area. Our Capital
Markets Day event in September also
focused on Southwark and provided
investors with an operational update and
tour of the area.

The Board visited the n2 development in
December to see first hand one of our sites
under construction.

The Board had a tour of 21 Moorfields as
part of their strategy day in February which
was held at our Myo flexible office space in
Dashwood House. The Board were impressed
with the engineering challenges overcome
at 21 Moorfields and thought the business
should be proud of their achievement with
this complex development.

— You can read more about our
community support on page 44

Our partners

The Board received updates during the year
on fire safety. The political and legislative
landscape had evolved since the last review,
including the introduction of the Developers
Pledge that required developers to rectify or
fund remediation of critical fire safety works
in certain circumstances. Landsec committed
to the pledge in July 2022 and signed the
associated contract in March 2023.

’

The Board were updated by our Managing
Director of Corporate Affairs during the
year on local and national Government
issues impacting the business. The Board
also discussed the output of Landsec’s local
and national Government engagement.
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In January 2023 the Board approved the
sale of One New Street Square, EC4 to
Chinachem Group, a property developer
based in Hong Kong.

The total consideration for the sale amounts
to £349.5m. The sale price compares to

a September 2022 valuation of £362.8m

and crystallises a total return on capital
averaging 10% per annum since Landsec’s
acquisition of the site in June 2005 and

subsequent redevelopment in 2016.

One New Street Square is fully let to
Deloitte, with a 14-year unexpired lease
term remaining and a current annual net
rent of £16.8m. With limited opportunities
to add further value, the disposal was in line
with Landsec’s strategy to recycle capital
out of mature London offices.

The Board considered the sale to be in

line with the strategic review conducted

in late 2020, when Landsec announced its
intention to sell c.£2.5bn of mature London
offices over the medium term. With the
inclusion of One New Street Square, the
Company has now sold £2.1bn of offices,
representing an average yield of 4.4%.

The disposal proceeds will initially be used

to repay debt and, on a pro-forma basis,
would reduce Landsec’s long-term value from
31.1% to 28.9% based on September 2022
valuations. Its strong balance sheet provides
Landsec with significant optionality for future
reinvestment in higher-return opportunities
which are expected to emerge as markets
continue to adjust to a new reality.
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The Board and our stakeholders

continued

Our employees

Employee Forum meetings were held
monthly throughout the year, with four
quarterly meetings held which Mark Allan,
CEQ, attends to answer any questions
and get an indication of topical issues

of importance to employees.

The Employee Forum sends out a list of
summary topics for employees to vote

on at the start of every financial year.

The Employee Forum will then report

back to constituents on topics throughout
the year.

Christophe Evain met with the Employee
Forum separately to answer questions on
executive remuneration.

We continued with our employee
engagement sessions with two Non-
executive Directors meeting a small group
of employees from the Lifestyle area of the
business. A range of matters were discussed
including culture change, communications
and business strategy. Manjiry Tamhane
also joined a session of our Women'’s
Network. The feedback from those sessions
is passed back into the boardroom.

The Board also received a full briefing on
the employee engagement survey which
was undertaken in Summer 2022 which also
gave them a good insight into employee
sentiment. Read more about our
engagement survey results on page 34.

During the year there have been a number
of drop in lunches held with members of
our Executive Leadership Team, including
our CEO and CFO.

We are also planning to hold another
‘Meet the NEDs' event for employees
immediately after our Annual General
Meeting in July and further engagement
events with smaller groups of employees
from the other areas of our business in
September and December. This will be a
great opportunity for the Board to engage
further with employees.

» the cost of living

» the reorganisation and
changes to the internal

operating model

» office environment

and culture

Themes raised at the employee engagement events included

» retention of talent » U&l integration

» diversity and inclusion » business strategy
» managing change » career development
» change communications

» employee wellbeing
and benefits

Feedback from employee engagement events

Forum to discuss Executive Remuneration and raise

e “We met with Christophe on behalf of the Employee

queries on behalf of the business. It was really great
to meet Christophe and we really valued the open
discussions we had with him. We were given a clear
insight into Board life and dealing with shareholders,
he elaborated on his role and discussed the recent
recruitment process for our new Chairman which
was really interesting.”

“I thoroughly enjoy the monthly ELT lunch sessions,
0 they are great opportunities to have conversations
and build relationships with our leadership team.
To me, it shows how committed our Executive team
are to listen to and engage with colleagues across
the business.”

“I' was lucky enough to meet Sir lan Cheshire to discuss
Q the Employee Forum'’s role and how it represents
Landsec employees. We had a really open and
wide-ranging conversation where lan wanted to

hear all about Landsec, the culture and what
employees really cared about. We discussed the cost
of living crisis, our focus on improving diversity and
employee satisfaction drivers in a post-covid world

- all issues that lan is clearly engaged with and keen
to help drive forward. We look forward to working
with him and the wider Board more closely to make
Landsec the best possible place to work.”
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Qur investors

We want to create sustainable value for our three types of investors: institutional, private and debt.

It is important to us that our investors understand our strategy and our equity story so they can support the execution
of our strategy and our capital recycling.

Institutional investors

Institutional investors

Our Executive Directors once again held
meetings with investors representing more
than half the share register by value.

We were delighted to return to a full
programme of in-person investor events
during the last year. Whilst some investor
meetings were conducted online for the sake
of convenience, the vast majority of our
investor engagement has been face-to-face.

In September 2022, we held a Capital
Markets Day in Southwark in London for
institutional investors. This event provided
an overview of the Southwark region and
detail on the existing and potential
development schemes Landsec has in this
area of London. In addition, we explained
our plans to reduce the embodied carbon
within our developments through a
combination of efficient use of materials,
design and construction methods. The
event also included a tour of Southwark to
view our four major committed/potential
development sites.

We engaged with investors throughout the
year on all aspects of environmental, social
and governance matters. In February 2023,
we conducted a sustainability roadshow

in the Netherlands, meeting with fund
managers and sustainability analysts from
major institutional investors.

Industry conferences

Industry conferences provide Executive
Directors with a chance to meet a large
number of investors on a formal and
informal basis. Conferences attended this
year included the UBS Global Property
conference in London, the Kempen
conference in Amsterdam, the Bank of
America conference in New York, the Citi
conference in Florida, Barclays' real estate
conference in London and Morgan
Stanley’s real estate conference in London.
All conferences were in-person events.

Institutional investors

Private investors

Our private investors are encouraged to
give feedback and communicate with the
Directors via the Company Secretary
throughout the year.

2022 Annual General Meeting

We continued to hold our AGM as a
hybrid meeting in 2022. We invited
shareholders to ask questions and vote
on the resolutions online or they could
join the meeting physically.

All resolutions put to the meeting received
overwhelming support of investors. The
results of the voting at all general meetings
are published on our website: landsec.com/
investors/regulatory-news.

Five-year private investor plan

We have a rolling five-year private investor
plan, the intention of which is to maintain
an efficient share register, limited paper
distributions, effective communications
and the provision of best-in-class service
to our investors.

Private investors queries

We work closely with our registrar Equiniti
to address all queries that we receive
from our private shareholders throughout
the year.

Private investors

Debt investors

Credit side institutional investors
and analysts

In March 2023, as part of the marketing
process for the Green bond issuance, we
held a series of debt investor meetings.

A combination of the physical and virtual
meetings, including a Group lunch and a
recorded presentation, was well received
by the investors and allowed us to provide
a comprehensive update on our strategy
as well as to present the recently updated
Green Financing Framework.

Banks

Regular dialogue is maintained with our
key relationship banks, including regular
meetings and calls with our treasury team.

Credit rating agencies

During the year, business and financial
updates were provided by our treasury
team and senior managers to Standard
& Poor’s, Fitch Ratings and Moody'’s.
Further information for our debt
investors can be found on our website:
landsec.com/investors.

No. of listed bonds

12

No. of equity investors

98.9%
of shares

1,371

7 9 11%
/ of shares

8,964


http://landsec.com/investors/regulatory-news
http://landsec.com/investors/regulatory-news
http://landsec.com/investors
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The Board and our culture

This year has seen the Board focus on supporting
management to design and embed a more agile,
efficient culture, with less internal complexity
and more external and customer focus.

A year of progress

In previous years we have outlined how

an appropriate governance framework

and an environment of trust, respect and
accountability were all fundamental to

our culture, and that the Board played an
important role in monitoring and assessing
our culture and the governance framework.
This year we have made significant progress
on a journey that had already commenced,
but which has now been considered in
detail by the Board and is being embedded
throughout the Group. The key components
of that journey are outlined here.

In order to ensure that our growth

strategy was not hindered by legacy ways
of working, a cultural change programme
was initiated during the year which resulted
in a change to the operating model and a
new internal governance framework led by
the Board and supported by the Executive
Leadership Team.

— More detail on this revised framework
can be found on pages 69-70

Embedding
cultural change
through a new
operating model

Governance

The new operating model and governance
structure ultimately flows up to the

Board and is designed to facilitate and
encourage clear reporting, decision making,
empowerment, accountability, employee
input and stakeholder feedback, and
enable a focus on our customers, leading
to growth.

The Board have been regularly updated
and inputted as this programme has
evolved and are now supporting
management in embedding this across
the organisation through organisational
design, business planning, leadership
effectiveness and behaviours, reward and
incentivisation and diversity and inclusion.
More details on each of these areas are
set out on the opposite page.

In shaping this framework, feedback

from an externally facilitated employee
engagement survey undertaken during

the year was also taken into account.

The Board were appraised of the key themes
arising from the survey and challenged
management as to how they address the
areas where the need for improvement

was identified. Positive changes are already
underway and employee engagement
surveys will be undertaken on a regular basis,
which will assist in allowing the Board to
assess progress.

In addition, as the Board have greatly
benefited from first hand engagement
with employees at Non-executive Director
engagement sessions, similar meetings are
continuing and a further series is planned
throughout the coming year.

— Further information on employee
engagement can be found on page 34

Metrics which are provided to the Board
to allow them to consider certain cultural
themes are shown on the next page.
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Embedding cultural change

Organisational design

e Decision-making framework focusing
on two key business areas - workplace
and lifestyle-flowing up to the Board
Flatter organisation with increased
spans of control

Newly created roles and leadership
changes

Business planning

e A business plan drafted for each area
of the business linked to the overall
strategic plan of the Group as
approved by the Board

Business planning process coordinated
and consistent across the business

e Clear financial and non-financial
objectives and targets owned by each
business plan area and linked to
remuneration

Leadership effectiveness and

behaviours

e Leadership-first approach to
embedding cultural change, starting
with the Board

e Enabling leaders to role model the
required behaviours

o A fully refreshed leadership programme

Reward and incentivisation
o Refreshed performance management
e Updated salary philosophy

e Agile incentives

Diversity and inclusion
e Updated diversity and inclusion
strategy as approved by the Board

e Creating more diversity within our
decision making

e Embedding a diversity and inclusion
focus into the business planning
process

— Pages 35-36 contain more
information on our approach to
diversity and inclusion

EEIKE
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Cultural metrics — FY2023

Purpose and meaning

We give our employees a sense of purpose as to why Landsec exists with a
focus on our role in wider society. Our purpose - sustainable places, connecting
communities, realising potential - reflects our role in wider society and
consideration of all our stakeholders continues to be more important than ever
and has been at the forefront of Board discussions and central to our culture.

£8.7/m 100%

Value of social contribution  Employees that are requested to have energy and
carbon reduction objectives

Ethics and fairness

We behave ethically and treat all our stakeholders fairly. Our employees are
critical to our business and we continue to nurture talent and development
and to assess our gender pay gaps to build a balanced, diverse workforce for
the long term.

0 4 4 2

Equal pay claims Grievances raised Diversity network

groups

Whistleblowing
incidents

Transparency and openness
We share information openly and discuss our challenges and mistakes.
The importance of effective communication and transparency is crucial to
our culture. We continue to hold town halls and hold Non-executive Director
engagement sessions to offer a means of direct, informal engagement between
our Board and our workforce. We have encouraged our workforce to reassess
priorities and to feel empowered to challenge expectations placed upon them
in terms of what and how we deliver.

/7%

4 6/ 1

Town hall
meetings engagement
average score

16 35

Employee forum
meetings

Company-wide
events

Independent
employee
engagement
survey

Exit interviews
completed

Collaboration and growth

We collaborate, innovate and collectively contribute to Landsec’s growth.
Our culture promotes personal development and growth and we encourage
internal moves and promotion from within our business. Succession planning
and promotion of our talent at all levels within the business is identified as
an area of improvement.

13.8% 35 41

Roles filled People promoted People on female
by internal in the last year development
candidates programme
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Introduction from the
Chairman of the Nomination Committee

Committee members

& Cressida Hogg (Chairman)
& Fdward Bonham Carter
& Nicholas Cadbury

& Christophe Evain

& Sir lan Cheshire
(from 23 March 2023)

Highlights
e Appointment of new Non-
executive Director

e Appointment of Chair designate

e |nternal Board evaluation

Key responsibilities
e Skills matrix and composition of
the Board and Committees

e Succession planning
e Board appointment process

e Corporate governance

Number of meetings
and attendance
e Four scheduled meetings

¢ Additional meeting regarding
recruitment

o All members of the Committee
attended all meetings during
their membership with the
exception of Christophe Evain
who was unable to attend one
meeting due to a family
bereavement

Dear shareholder

| am pleased to present the
report from the Nomination
Committee for the year.

The Committee has continued to assess
the composition, succession plan and skills
of the Board and its Committees and
promote diversity.

Board and Committee changes
Following a comprehensive selection
process, in January we announced the
appointment of Sir lan Cheshire as Non-
executive Director and Chair Designate.

Sir lan joined the Board at the end of March
and will succeed me as Chair on 16 May.

On behalf of the Board, | am pleased to

be welcoming someone of Sir lan Cheshire’s
calibre as Chair.

We also appointed Miles Roberts as
Non-executive Director in September 2022.
Miles, who originally trained as a structural
engineer, brings significant experience as
a serving chief executive and has held a
number of non-executive roles. You can
read about the Committee’s appointment
process for both Sir lan and Miles on

page 84.

Colette O’'Shea stepped down from the
Board in September and as Chief Operating
Officer in March. Colette joined Landsec

in 2003 and was appointed to the Board in
2018. The Committee is extremely grateful
to Colette for her significant contribution
to the Board and the business during her
time at Landsec.

Board evolution

A balanced and diverse Board with a mix
of skills, expertise, background and tenure
is critical to the success of the Company.
The composition of the Board underpins
the quality of debate and challenge
during discussions.

The process for Board appointments is
led by the Nomination Committee which
makes recommendations to the Board
for its approval. It is the Nomination
Committee’s responsibility to keep Board
composition under review, including
reviewing director independence and
tenure. During the year the Committee
reviewed the composition and skills of
the Board, and developed an ongoing plan
for Board succession, taking into account
recent and likely future Board changes.

The Board is mindful that Edward Bonham
Carter has been a Director in excess of nine
years and so the Committee reviewed his
independence and role and was completely
satisfied that Edward continues to bring
independent judgement to the Board.

As such, the Nomination Committee was
satisfied that Edward can continue to fulfill
the role of Senior Independent Director.

The Committee also has responsibility for
oversight of Executive Leadership Team and
senior management succession. This is also
discussed by the Board as a whole, with

a focus on diversity and inclusion and
developing and maintaining the internal
talent pipeline.
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Diversity

The Board believes that diversity at Board
level sets the tone for diversity throughout
the business. We promote diversity in the
broadest sense, not just gender or ethnicity
but also experience, skills, professional
background and tenure. The Nomination
Committee monitors our talent pipeline

to ensure we have a diverse pool of talent

being developed at all levels of the business.

Maintaining a diverse workforce is as
important as diverse recruitment and

we continue to assess and promote this.
During the year, we have refreshed the
overall diversity and inclusion strategy for
the Group, including setting new targets.

| am pleased to report that during this
financial year we met the Listing Rule
requirements targets for diversity. 40%
of our Board members are women, our
Chair and CFO positions have been held
by women, and we have one member

of the Board from an ethnic minority
background. The Committee is aware that
as a result of the change of Chair in May
2023, the Board’s gender diversity will dip
below 40%, and this will be taken into
consideration in Board composition and
succession planning.

| am pleased to report that following

the recruitment of Marina Thomas as
Head of Governance and Company
Secretary and Kate Seller as Chief People
Officer during the year, one third of the
Executive Leadership Team are women
(which will increase to 40% when our

new Chief Data & Technology Officer joins
us in June 2023). We acknowledge that

ongoing work is needed to increase diversity

of our Executive Leadership Team and its
direct reports whilst ensuring that
appointments and succession plans are
based on merit and objective criteria and

the Committee, and the Board will continue

to monitor progress.

— You can read more about diversity
and inclusion at Landsec in our People
and Culture section on pages 35-38

EEIKE
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Internal Board evaluation

This year our Board evaluation was carried
out internally with the Committee’s
effectiveness assessed as part of the internal
review. The Committee was satisfied with its
own effectiveness as a whole and pleased
with the outcome of the Non-executive
succession planning and processes, including
the Chair selection process, which had been a
main focus during the year. With a new Chair
and Executive Leadership Team in place it is
appropriate to reset the Committee’s
priorities to focus more on wider Board
succession, while continuing to cover all areas
of the Committee’s remit including ongoing
management succession planning.

— Further details on the internal Board
evaluation can be found on pages 86-87

Corporate governance

During the year, the Committee has
overseen the corporate governance agenda
on behalf of the Board. | am pleased to
confirm that Landsec has complied with
and applied all of the principles of the
2018 UK Corporate Governance Code for
the financial year ended 31 March 2023.
The Code is published by the Financial
Reporting Council and is available from
frc.org.uk.

Gestds. )y

Cressida Hogg
Chairman, Nomination Committee
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Report of the
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Nomination Committee

Executive Director changes

During the year, Colette O'Shea stepped
down from the Board on 30 September
2022 and as Chief Operating Officer on
31 March 2023.

Non-executive Director changes
Cressida Hogg will step down as Chairman
on 16 May 2023, having served over five
years as Chairman and nine years on

the Board.

As the Chairman succession process
began, it was agreed that Edward Bonham
Carter would lead the process as Senior
Independent Director, joined by the other
members of the Committee, excluding
Cressida Hogg (the Chairman, Succession
Committee). Hedley May, an independent
executive search firm and with no connection
to Landsec, was appointed to conduct the
search for a Chairman with experience in
retail and customer-focused businesses.

A diverse shortlist of candidates was put
forward by Hedley May and the candidates
met with members of the Chairman
Succession Committee and the CEO, CFO
and the other Non-executive Directors.
The Chairman Succession Committee
concluded that Sir lan Cheshire would be
an excellent addition to the Board bringing
a wealth of experience across customer-
focused businesses in executive and
non-executive positions in listed companies.

In 2022, the Nomination Committee
appointed Russell Reynolds, an independent
executive search firm with no connection

to Landsec to conduct a search for a
Non-executive Director. Members of the
Committee and the CEO met with a shortlist
of candidates put forward by Russell Reynolds.
The Committee concluded that Miles Roberts
with his experience as a serving chief
executive and in non-executive roles would
be a positive addition to the Board.

Diversity

The Board's policy on diversity establishes
the importance of diversity in the broadest
sense, not just gender or ethnicity but also
experience, skills, professional background,
tenure and also other differentials between

directors such as cognitive and personal
strengths. The Board believes that diversity
is crucial to creating a high-performing,
effective Board, to provide a breadth of
perspective and debate that aids decision
making and which supports and directs the
business more effectively.

The Nomination Committee works with
executive search consultants to ensure
they support our approach to diversity in
providing a diverse selection of candidates
for Board appointments and the selection
can then be based upon merit and
objective criteria.

Diversity at Board level sets the tone for
diversity throughout the business. The
Nomination Committee monitors our
talent pipeline to ensure we have a diverse
succession pool of talent being developed
and maintained at all levels of the business.
Maintaining a diverse workforce is as
important as diverse recruitment and

we continue to assess this.

Diversity is also addressed at the
Remuneration Committee, particularly
in the context of gender pay gap, and
discussed at the main Board in light of
its increased focus on the promotion
and maintenance of diversity at all levels
of talent throughout our business.

— Further information on diversity at
Landsec can be found on pages 35-38

Independence and re-election

to the Board

The independence, effectiveness and
commitment of each of the Non-executive
Directors has been reviewed by the
Committee. The Committee is satisfied
with the contributions and time
commitment of all the Non-executive
Directors during the year.

The Committee will always discuss the
additional commitments of all directors
(including the Chairman) before
recommending their approval to the Board.
It also considers potential conflict issues as
part of that assessment. The Committee

is mindful that Edward Bonham Carter has

Governance

been a director of the Board in excess of
nine years and has reviewed his
independence and role and is completely
satisfied that Edward continues to bring
independent judgement to the Board.
As such the Committee is satisfied that
Edward can continue to fulfill the role

of Senior Independent Director. The
Committee is confident that each of

the Non-executive Directors remains
independent and will be in a position to
discharge their duties and responsibilities
in the coming year. From a governance
perspective, the Board as a whole is
independent.

Sir lan Cheshire and Miles Roberts are
standing for initial election by shareholders
at the AGM, with all other Directors
standing for re-election at the AGM in

July 2023 with the support of the Board
(with the exception of Cressida Hogg

who is stepping down from the Board

on 16 May 2023).

Internal evaluation of the
effectiveness of the Nomination
Committee

Following a busy few years of Executive
and Non-executive appointments, the
internal review of the performance of the
Nomination Committee included a review
of the Chair succession process and
considering the Committee’s priority for the
year ahead to include role profile planning
for future non-executive recruitment and
continued detailed reporting back to the
main Board.
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Miles Roberts’ induction

Miles Roberts’ induction focused on gaining
insight into Landsec’s purpose, strategic
priorities, key performance drivers and

a market overview with Mark Allan. In
addition, Miles met with Vanessa Simms
who provided an overview of Landsec’s
financial position and our five-year plan,
budget and in-depth financial review.

Miles met with members of the Executive
Leadership Team to gain a deeper
understanding of their areas of the business
and get an understanding of the individual
priorities and challenges that they face.
Another key focus was meetings with

the Managing Director of People and
Corporate Services for a deep dive into

our people and culture.

Additionally, Miles spent time with other
Non-executive Directors, including those
that he had not met as part of the
selection process.
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On 19 September 2022, Miles became a
member of the Audit Committee. As part

of his induction, Miles spent time with our
Audit Committee Chairman, our Group
Financial Controller and Director of Risk

and Assurance, who provided Miles with
information as to the role of the Committee.

Asset visits

Miles was able to visit the following assets
during the year: Bluewater, O2 Finchley
Road and the Landsec Victoria portfolio.
Miles also visited Dashwood House as part
of the Board Strategy day in February.

Sir lan Cheshire’s induction

To date Sir lan Cheshire’s induction plan

has included (i) a series of handover
meetings with the Chair focused on
strategy, forward looking agenda and
Board processes; (i) meeting Non-executive
Directors and Executive Directors including
Chairs of both the Audit and Remuneration
Committees and the Company Secretary;
(iii) meeting Landsec’s auditors and brokers;
(iv) meeting senior leaders of the retail
business and a site visit to Gunwharf
Quays; (v) meeting the Chief People Officer
and MD, Corporate Affairs; and (vi)

meeting with our Employee Forum to
understand current employee sentiment.

Induction focus for the year ahead
The next phase of Sir lan’s induction will
mainly focus on getting more insight into
our portfolio and will include office and
mixed-use visits scheduled to various assets
and developments. Sir lan will be joined on
these asset tours by senior leaders of the
business areas.
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Board evaluation

Board evaluation process 2022/23
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In line with year two of our three-year cycle, we carried
out this year's review of the Board's effectiveness internally
via questionnaire, having conducted a detailed external
evaluation last year. Our Board evaluation provides the
Board and its Committees with an opportunity to reflect

on effectiveness and performance.

Governance

Board evaluation cycle

Year 2

Internal review focused on Year 1 issues
raised and any new issues arising.

The process for internal review is
determined on a year-by-year basis.

Progress against objectives set for 2022/23

Our objectives 2022/23

Succession planning
Continue to evolve the Board
to meet the needs of the
business and to work
effectively with management.

A key part of this is Board and
Executive Leadership Team
succession. The Board would
like more visibility of the talent
coming up through the
business and how diverse
talent is being maintained
and developed.

Execution of strategy
Execution of strategy

and evolving and adapting
the strategy to reflect

the changing external
environment and

investor needs.

Culture

Accelerating the pace of
change and of the turnaround
for the business, looking both
shorter and longer term. The
Board would like more agenda
time on culture and business
transformation.

Data strategy

and governance

Continued focus and drive

on Landsec becoming a data-
driven business. The Board
needs to monitor and support
Landsec on this journey.
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Conclusions of evaluation

The overall conclusion of the Board evaluation this year is
that the Landsec Board and its Committees continue to
operate in a collaborative and open way and work effectively.

The Board felt it added value in developing and implementing
strategy and supporting the disposal programme, with the
Board feeling they are appropriately agile to adjust to the

changing environment.
The priorities for the incoming Chair include strategic

development and capital allocation, cultural and
organisational change and succession planning. A priority

for the Board as a whole is to provide support to the new
Chair. The Board agenda and topics have the right focus on
key areas, however there were some preferences for more time
to be allowed for discussions during meetings or informally.

Nomination Committee evaluation

The Committee looked at its own effectiveness. Overall, the
Committee was satisfied with its own effectiveness and that
of the Non-executive Director and Chair succession processes.
The Committee will keep Board succession planning and
diversity as a key area of focus.

Our performance 2022/23

The composition of the Board
was considered appropriate
with good progress made
during the year with the
recruitment of two Directors
to the Board, including the
Chair Designate.

Members of the Executive
Leadership Team and their
direct line reports have
spent time over the year

on asset visits and providing
presentations to the Board.
However, the Board have
requested continued increased
visibility of the Executive
Leadership Team and senior
leaders in the year ahead.

Progress has been made
against the strategic
objectives of the Company
and regular reporting to the
Board in this area was noted.

During the year, the Board
has spent more time focused
on culture and business
transformation including
regular updates on
organisational and digital
transformation programmes,
as well as sessions with the
leadership team on
engagement and diversity
and inclusion. The Board
have noted that the pace

of change continues to

acceler