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Liberty International is a major UK FTSE 100 listed property company, with shareholders’
funds of £5 billion and property investments of over £8.2 billion, of which UK regional
shopping centres amount to over 80 per cent. Liberty International converted into a UK
Real Estate Investment Trust (REIT) on 1 January 2007.

2006 was a landmark year in the 26 year history of Liberty International with conversion 
at the year end into a UK Real Estate Investment Trust (REIT). REIT status brings many
advantages including tax transparency for shareholders, significantly increased flexibility 
for asset management and internationally recognised property holding vehicle. 

We are delighted to have acquired the iconic seven acre Covent Garden Estate; an estate
which not only will provide an excellent showcase to demonstrate our skills in the retail
sector but also the opportunity to create a world class mixed-use destination in the heart
of London. We have also acquired a 50 per cent interest in the St David’s shopping 
centre in Cardiff.

Our development pipeline amounts to some £1 billion including three top quality regional
shopping centre projects in Cardiff, Newcastle and Oxford, with the key anchor tenants
already in place.

We have maintained virtually full occupancy of 98.6 per cent at our established centres 
in 2006, while we made good progress with letting the developments which opened in 
the year, the Northern Extension of Manchester Arndale and Xscape, Braehead.

Our adjusted net asset value per share increased to 1327p per share, on the property
industry standard measure, after absorbing the REIT conversion charge of £154 million
(41p per share) and equivalent to 1425p if adjusted for notional acquisition costs deducted
from market values. Our total properties amount to £8.2 billion, the debt to assets ratio has
reduced to 36 per cent, diluted net assets have passed the £5 billion mark and we have
ended the year with over £830 million of cash and committed bank facilities.

We very much look forward to the broader range of opportunities which our new 
REIT status should bring; we face the future with confidence and with commitment.”

Sir Robert Finch, Chairman 

Liberty International
Introduction

“



Year ended Year ended 
31 December 31 December

2006 2005

Net rental income +13% £341m £300m

Profit before tax,
valuation and exceptional items +28% £155m £121m

Profit before tax +71% £903m £527m

Profit for the period 
attributable to equity shareholders +327% £1,564m £366m

Gain on revaluation and sale of investment properties £587m £565m

Total properties +16% £8,232m £7,070m

Net debt +5% £3,063m £2,913m

Net assets (diluted, adjusted*) +20% £5,002m £4,180m

Basic earnings per share +303% 462.1p 114.8p

Earnings per share (adjusted*) +14% 33.9p 29.8p

Dividend per ordinary share +10% 31.0p 28.25p

Basic net assets per share +49% 1308p 875p

Net assets per share (diluted, adjusted*)** +12% 1327p 1188p

Total return* 18% 19%

* See Glossary on page 28 for definitions
** Net assets per share (diluted, adjusted) would increase by 98p per share at 31 December 2006 (31 December 2005 – 90p) to 1425p 

(31 December 2005 – 1278p) if adjusted for notional acquisition costs (see Financial review).

Performance
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,Like-for-like gain on revaluation of investment properties:
Year ended Six months

31 December ended 30 June
2006 2006

– UK regional shopping centres +7.9% +2.7%
– UK non-shopping centre properties +13.9% +8.9%
– USA +5.8% +4.8%

, Revaluation gain on UK regional shopping centres:
– 66 per cent from yield shift
– 34 per cent from underlying rental growth

, 98.6 per cent occupancy in established UK regional shopping centres, 
97.7 per cent overall including recently completed developments 
(31 December 2005 – 98.5 per cent)

, 8.5 per cent like-for-like net rental income growth in UK regional shopping centres, 
3.5 per cent for UK non-shopping centre properties

, £740 million property additions including:
– Covent Garden Estate £421 million
– St David’s, Cardiff (50 per cent) £180 million including St David’s 2 development

, £127 million disposals of investment properties at 
£23 million over 31 December 2005 market values

, Substantial progress with £1 billion development programme, 
of which £650 million is underway or with planning approval including:
– St David’s 2, Cardiff
– Eldon Square, Newcastle
– Westgate, Oxford

, Strong financial position with debt to assets ratio reduced to 36 per cent 
(2005 – 40 per cent) benefitting from the placing of 25 million shares in 
November 2006 raising £335 million

Performance
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Fair value Revaluation surplus Net rental income

2005 2006 2005 2006
£m £m £m Increase £m £m Increase

UK regional shopping centres
Lakeside, Thurrock 1,155.9 1,289.0 126.0 10.8%
MetroCentre, Gateshead 930.0 1,019.2 80.8 8.6%
Braehead, Glasgow 677.2 742.0 65.1 9.6%
The Harlequin, Watford 493.2 521.7 28.7 5.8%
Victoria Centre, Nottingham 407.8 438.3 30.1 7.4%
The Potteries, Stoke-on-Trent 281.8 306.3 24.4 8.7%
The Glades, Bromley 266.6 281.4 11.4 4.2%
The Chimes, Uxbridge 242.3 271.8 30.8 12.8%

Like-for-like income 4,454.8 4,869.7 397.3 8.9% 197.4 214.2 8.5%

Arndale, Manchester 436.0 439.6 (0.5) (0.1)%
Chapelfield, Norwich 307.3 345.3 25.6 8.0%
Cribbs Causeway, Bristol 289.1 314.5 23.8 8.2%
Eldon Square, Newcastle upon Tyne 214.7 240.4 10.5 4.7%

Like-for-like capital 5,701.9 6,209.5 456.7 7.9% 229.7 266.0 15.8%

Acquisitions and completions – 108.3 2.9 2.7% – 0.4
Redevelopments and developments 137.1 225.0 6.5 3.0% 5.9 5.6

Total UK regional shopping centres 5,839.0 6,542.8 466.1 7.7% 235.6 272.0 15.4%

UK non-shopping centre properties
Like-for-like income 528.8 609.8 76.7 14.4% 29.0 30.0 3.5%
Like-for-like capital 52.8 57.4 4.6 8.6% 1.4 2.7

581.6 667.2 81.3 13.9% 30.4 32.7

Acquisitions – 500.2 (20.5) (3.9)% 1.7 8.3
Redevelopments 85.6 123.3 13.6 12.5% 4.4 4.4
Disposals 103.0 – – – 9.1 2.6

Total UK non-shopping 
centre properties 770.2 1,290.7 74.4 6.1% 45.6 48.0 5.3%

US properties
Like-for-like income 303.9 283.8 15.3 5.3% 17.8 18.3 4.4%
Like-for-like capital 24.7 25.4 3.0 12.3% 0.2 1.4

328.6 309.2 18.3 5.8% 18.0 19.7
Acquisitions – 44.4 (0.3) (0.7)% 0.9 0.9

Total US properties 328.6 353.6 18.0 4.9% 18.9 20.6

Total investment properties 6,937.8 8,187.1 558.5 7.3% 300.1 340.6 13.5%

Terms are defined in the Glossary on page 28.

04 Liberty International PLC
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Property analysis by use and type
Fair value Revaluation surplus

2005 2006 % of total 
£m £m properties Increase

Regional shopping centres and other retail
UK regional shopping centres 5,839.0 6,542.8 80.0% 7.7%
UK other retail 351.2 765.1 9.3% 3.3%
US regional shopping centres 130.8 121.6 1.5% 4.8%
US other retail 138.0 132.2 1.6% 7.5%

Total regional shopping centres and other retail 6,459.0 7,561.7 92.4% 7.2%

Office
UK business space 419.0 525.6 6.4% 10.5%
US business space 59.8 65.8 0.8% 2.9%

Total office 478.8 591.4 7.2% 9.7%

Residential
US residential – 34.0 0.4%

Total residential – 34.0 0.4%

Total investment properties 6,937.8 8,187.1 100% 7.3%

Analysis of UK non-shopping centre and US properties by location and type
Revaluation surplus Net rental income

2005 2006 2006 2005 2006
£m £m £m Increase £m £m

UK non-shopping centre properties
Covent Garden 47.8 489.3 (10.2) (2.0)% 2.6 9.6
Central London 358.5 397.3 51.5 14.9% 23.6 20.0
Retail outside London 193.4 212.0 19.7 10.3% 11.1 10.7
Business space outside London 170.5 192.1 13.4 7.5% 8.3 7.7

Total UK non-shopping centre properties 770.2 1,290.7 74.4 6.1% 45.6 48.0

US properties
US retail 268.7 253.8 15.9 6.2% 13.9 15.9
US business space 59.9 99.8 2.1 1.9% 5.0 4.7

Total US properties 328.6 353.6 18.0 4.9% 18.9 20.6

1,098.8 1,644.3 92.4 6.0% 64.5 68.6

Summary of investment and 
development properties (continued)
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UK investment property valuation data
Net rental

Fair value Nominal equivalent yield Passing rent income ERV
2006 2006 2006 2006

£m 2005 2006 £m £m £m

UK regional shopping centres
Lakeside, Thurrock 1,289.0 4.91% 4.65%
MetroCentre, Gateshead 1,019.2 5.00% 4.75%
Braehead, Glasgow 742.0 5.10% 4.81%
The Harlequin, Watford 521.7 5.00% 4.75%
Arndale, Manchester 439.6 5.36% 4.96%
Victoria Centre, Nottingham 438.3 5.30% 4.95%
Chapelfield, Norwich 345.3 5.50% 5.00%
Cribbs Causeway, Bristol 314.5 5.06% 4.74%
The Potteries, Stoke-on-Trent 306.3 5.40% 5.00%
The Glades, Bromley 281.4 5.21% 4.95%
The Chimes, Uxbridge 271.8 5.30% 5.00%
Eldon Square, Newcastle upon Tyne 240.4 5.50% 5.20%

Like-for-like capital 6,209.5 5.13% 4.83% 258.7 266.0 316.1
Other 333.3 9.3 6.0 12.8

Total UK regional shopping centres 6,542.8 5.15% 4.76% 268.0 272.0 328.9

UK non-shopping centre properties
Central London 354.4 5.36% 4.86%
Business space outside London 151.7 6.54% 6.03%
Retail outside London 161.1 5.49% 5.13%

Like-for-like capital 667.2 5.68% 5.20% 36.4 32.7 38.9
Other 623.5 6.83% 5.02% 26.2 15.3 41.0

Total UK non-shopping centre properties 1,290.7 5.95% 5.11% 62.6 48.0 79.9

Summary of investment and 
development properties (continued)
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2006 was a landmark year in the 
26 year history of Liberty International
with its conversion at the year end into a
UK Real Estate Investment Trust (REIT).
Furthermore, we concluded in the year
the acquisition of the seven acre Covent
Garden Estate and a 50 per cent interest
in the St David’s shopping centre in
Cardiff. The group also completed a
number of major development projects
and several important financings. We
recorded a further strong performance 
in the growth of our underlying earnings
per share and a very satisfactory
increase in net asset value. 
Our development pipeline amounts to
some £1 billion including three top
quality regional shopping centre projects,
with the key anchor tenants already in
place. Our share price rose by 42 per
cent from 981p to 1396p at the year
end, driven by a strong property market
and the anticipation of the benefits of
REIT status. We face the future with
confidence and with commitment.

Conversion to a REIT
The very rapid progress towards 
the launch of REITs was helped by 
a constructive dialogue between the
property industry and the UK Treasury. 
In December 2006, our shareholders
approved our conversion to a REIT with
effect from 1 January 2007. REIT status
brings us many advantages including 
tax transparency for shareholders, a
significantly increased flexibility for our
asset management which can be
conducted without the complication 
of tax on future capital gains and an
internationally recognised property
holding vehicle which should attract
additional investors. By committing to
the applicable conversion charge at 
2 per cent of investment properties of
£154 million (41p per share), we have
been able to remove from the balance
sheet and permanently extinguish a
provision for deferred tax including
contingent tax on valuation gains, 

amounting to £1,037 million (275p per
share) at 31 December 2006; this
substantially enhanced our reported
capital base.

Liberty International is the third largest
UK REIT and currently ranks in the top
20 largest REITs globally. We very much
look forward to the broader range of
opportunities which our new status
should bring.

Acquisition of the 
Covent Garden Estate
In August 2006, we took advantage of 
a very special and unusual opportunity
and acquired for £421 million a seven
acre site in Covent Garden including the
historic market buildings at its centre.
This important purchase provides a
strategic holding in the heart of the West
End of London and ownership of a well-
recognised venue which attracts some
50 million customers a year. A number
of smaller add-on investments have
since been made. We look forward to
working with the local communities and
the planning authorities in creating a
world-class retail and mixed-use
destination at the core of our business.
The project will provide the group with
an excellent showcase with which to
demonstrate our active management
skills and the benefits of our extensive
retailer relationships, while delivering
substantial benefits to shareholders.

Results for the year ended 
31 December 2006
Our underlying revenue results for the
year continued to be robust with a
strong 8.5 per cent like-for-like increase
in UK shopping centre net rental income
and a 14 per cent increase in adjusted
earnings per share.

The gains on revaluation and sales 
of investment properties amounted 
to £587 million, as described under
Property valuations below, while profits
on trading properties amounted to 
£33 million.

Liberty International has three attributes which should prove to
have an enduring attraction to REIT investors – a business of
exceptional quality, a high degree of specialisation and the
benefits of scale.

Chairman’s statement

Left: Sir Robert Finch, Chairman. 
Right: David Fischel, Chief Executive.
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We also recorded a valuation surplus 
of £164 million on derivative financial
instruments which are used to fix the
interest rate on our long-term debt.
Somewhat paradoxically, we are
required under the International Financial
Reporting Standards which we now
adopt to mark-to-market these
instruments notwithstanding their
purpose being to reduce the volatility of
our cash flows. The surplus reflects the
rise in long-term interest rates in the
year, with the 10 year interest rate swap,
a reasonable proxy for our hedging
strategy, rising in the period from 
4.45 per cent to 5.11 per cent.

Over and above these pre-tax items, 
we recorded substantial exceptional tax
surpluses as a result of REIT status and
the debenture restructuring which we
concluded during the year, the details 
of which are contained in the 
Financial review.

During 2006, we substantially enhanced
our financial position. We increased our
equity base with a share placing of 
25 million shares in November 2006
raising £335 million, concluded a major
and complex restructuring of our long-
dated debenture stock and were active in
raising further long-term fixed-rate debt.

Our total properties amount to 
£8.2 billion, the debt to assets ratio 
has reduced to 36 per cent, diluted net
assets have passed the £5 billion mark
and we have ended the year with over
£830 million of cash and committed
bank facilities.

Our net asset value per share increased
in 2006 from 1188p to 1327p per share.
Adjusting for the one-off 2 per cent
conversion charge cost of 41p per
share, this represented a total return for
the year including dividends of 18 per
cent. Indeed, over the last decade,
Liberty International has delivered a
compound total return of over 15 per
cent per annum, a very consistent and
satisfactory result for the company and
its shareholders.

As we have regularly pointed out to
shareholders and analysts, investment
properties are required to be valued after
deducting notional acquisition costs,
including stamp duty land tax at 4 per
cent in the UK, amounting in aggregate
to £370 million, equivalent to 98p per
Liberty International share, over 7 per
cent of Liberty International’s adjusted
net asset value as the impact is
magnified by the company’s gearing.
The valuation process assumes each
asset is sold individually on the open
market at the balance sheet date.

This point is especially relevant now
shareholders have full tax transparency
with Liberty International’s REIT status.
As stamp duty on share transfers only
amounts to 0.5 per cent, an incoming
shareholder in Liberty International 
can effectively invest in the assets at a
substantially lower acquisition cost than
is assumed by the valuers in the direct
property valuations.

Property valuations
The headline story in the 2006 UK
investment market was very much that
of the office, as office markets especially
in Central London experienced a strong
cyclical recovery after a long period of
underperformance.

One of the characteristics of our UK
regional shopping centres is stability
while delivering real returns consistently
over the long term with low volatility; 
in this changed property environment,
our shopping centre market valuations
did not keep pace with the overall 
UK market in 2006. The valuations
increased by 7.9 per cent on a like-for-
like basis, but encouragingly one-third of
the uplift, in respect of centres where
income could be measured on a like-for-
like basis, came from improvement in
underlying rental values. Our shopping
centre valuations did benefit, although
not to the same extent as office
valuations, from a further downward shift
in yields, with an average 30 basis 
points reduction across our UK regional 

shopping centres, to an average nominal
equivalent yield of 4.83 per cent. 

We continue to believe that our UK
regional centres, which represent 
80 per cent of our overall assets, have a
relatively very undemanding investment
rating. For example, at 31 December
2006, representative valuation yields 
for other relevant prime asset classes 
as reported by one of our valuers, 
CB Richard Ellis, were 4.0 per cent for
high street shops, 3.85 per cent for retail
parks, 4.25 per cent for City of London
offices and 3.75 per cent for West End
of London offices. These yields in each
case represent a substantial premium 
to the CB Richard Ellis figure of 4.75 per
cent for UK regional shopping centres, 
a very stable asset class which has not
participated to the same extent in the
strong downward movement in property
yields in the last few years.

Furthermore, no account is taken in the
valuation process of any additional value
were our UK regional shopping centre
portfolio to be considered as a whole.

Lakeside, our flagship centre, provided a
particularly strong 10.8 per cent uplift
following the completion of the 2005 rent
review cycle. Otherwise performance
was consistent across our shopping
centres with the exception of
Manchester Arndale where a flat result
was recorded. This reflected the
extensive tenant reorganisation which
has been taking place during the year 
as we aim to optimise the tenant mix
across the whole centre now the
550,000 sq. ft. Northern Extension 
is open. This process is progressing 
well and we continue to believe the
prospects are outstanding for this
excellent city centre project, where the
general rental level is below that of other
comparable city centre locations.

Our UK non-shopping centre properties
produced a creditable 13.9 per cent
uplift on a like-for-like basis while our
United States properties recorded a 
5.8 per cent increase. 

Chairman’s statement (continued)
In each of the last three years, we have opened a major
shopping centre project; the New Red Mall at MetroCentre
in 2004; Chapelfield, Norwich in 2005 and the Manchester
Arndale Northern Extension in 2006.
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These results compare with the capital
growth for the year from UK property, 
as measured by the IPD monthly all-
property index, of 12.4 per cent (offices
17.5 per cent and retail 10.5 per cent), 
a substantial part of which was the result
of further downward yield shift.

UK regional shopping centres
Major events of the year included the
pooling of our interests in December
with our joint venture partner in Cardiff,
Land Securities Group PLC, conferring
ownership of a 50 per cent interest in
the existing St David’s Centre and the 
St David’s 2 development. Construction
of this large scale project extending 
an existing prime location has now
commenced and, when complete, the
enlarged centre at around 1.4 million 
sq. ft. should rank in the UK’s top 10
regional centres.

In addition, in partnership with the
Prudential, we successfully opened the
final phases of the Northern Extension 
of Manchester Arndale increasing the
centre’s size to 1.4 million sq. ft. currently
the largest city centre shopping centre 
in the UK. The 550,000 sq. ft. extension
has significantly improved customer
circulation, attracted new retail formats
to the city and the overall centre is
around 90 per cent let by rental value.

At Braehead, Renfrew, Glasgow, which
has our major shopping centre at its
heart, we further strengthened the
overall destination by the opening 
in April of the 460,000 sq. ft. Xscape
leisure attraction.

More generally and encouragingly, after
a rather torrid 2005, conditions in the UK
retail market for non-food retail sales
showed steady improvement from the
second quarter of 2006, recording a 2.2
per cent increase in value for the year as
a whole as measured by national ONS
statistics after a fall of 0.6 per cent in
2005. In fact, Christmas 2006 appears
to have produced the best trading result
for three years.

Our management team must be
congratulated on maintaining virtually 
full occupancy of 98.6 per cent at 
our established centres in 2006. 
We made good progress with letting the
developments which opened in the year,
the Northern Extension of Manchester
Arndale and Xscape, Braehead.

The UK retail landscape remains
extremely competitive with regional
shopping centres fighting for their share
of retail spend against other retail sectors
including superstores, retail parks, other
shopping centres and e-commerce.
While reliable statistics on the latter are
hard to find, the emerging pattern in 
the UK is one of a virtuous circle where
successful on-line operations bolster a
successful physical retailing presence
and vice versa.

Our shopping centres are maintaining
their position in this environment. 
Our strategy is based on active tenant
mix management aimed at providing the
most compelling comparison shopping
offer. We aim to have the UK’s leading
retailers trading out of flagship stores 
in our centres and to meet shoppers’
aspirations for an enjoyable and
satisfying experience, in a safe, secure
and quality environment.

Retailer changes are fundamental in
providing a fresh impression to the
shopper on a regular basis and in 2006
we implemented 124 tenancy changes
at our established centres, 7 per cent of
total retail units. 10 retailers chose a
Capital Shopping Centres’ centre for
their first store opening in a UK shopping
centre and in addition we achieved 
17 lettings to UK retailers entirely new 
to our centres.

Family dining is becoming integral to 
our business as the trend of extended
shopping hours continues and the
quality of the offer is a key differentiator
for customers. We were delighted to
achieve 32 casual dining lettings in 2006
and 19 lettings to coffee, juice bar and
other similar operators.

The process of change and
improvement is constant and part of 
the fascination of the regional shopping
centre, a format which has over the
years proved its adaptability and flexibility
and maintained its core position in
modern lifestyles and in the economy.

Development programme
In each of the last three years, we have
opened a major shopping centre project;
the New Red Mall at MetroCentre in
2004; Chapelfield, Norwich in 2005 and
the Manchester Arndale Northern
Extension in 2006.

We have maintained a measured
approach to development risk and
continue to have an active development
programme which represents an
important component of our long-term
growth profile. The programme currently
comprises £650 million of projects either
underway or with planning approval 
and aggregates to £1 billion including
potential projects where we are already
actively engaged on preliminary work but
as yet without planning permission.

The programme includes extremely 
high quality regional shopping centre
developments such as Cardiff, Oxford
and Eldon Square, Newcastle where the
risk profile is very attractive as we are
extending what are already established
prime regional locations and have
commitments from leading anchor
retailers. We are making good progress
with other initial lettings on these projects
which complete in 2009 and, in the case
of Oxford, 2011.

We also have a number of attractive
remodelling projects within our existing
shopping centres such as the Lakeside
Boardwalk restaurant project, which
continually add value and respond to the
changing requirements of both retailer
and shopper.

On the non-shopping centre side,
notable projects are Broadgate, Leeds, 
a mixed-use redevelopment of the
former Allders store, and the office
redevelopment of 190 Strand, 
London WC2.

Chairman’s statement (continued)
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A full list of development projects is
included in this report.

UK non-shopping centres
Capital & Counties, the group’s UK 
non-shopping centre and international
business, performed well in 2006 and
offers the group a strong platform 
for future growth with £1,644 million 
of investment properties at 
31 December 2006.

Following the acquisition of Covent
Garden, the company has been
reorganised under new leadership 
to create focussed vehicles with 
the intention of achieving superior
performance arranged around core,
value-add and opportunistic 
investment returns.

Capco Covent Garden will focus on
growing its already significant investment
into a major focussed district player
utilising the retail skills of the group to
exploit fully the potential of Covent
Garden as a core group investment.

Capco London holds our non-Covent
Garden properties in London and
through partnership and acquisition
intends to become a specialist 
value-add developer and investor in 
the capital.

Capco Urban will participate in
composite mixed-use developments
nationally, working closely with the
development arm of CSC to create a
long-term competency, fully capturing
the component values of projects 
within this growing sector of the 
UK property market.

Capco Opportunities will target higher
return investments actively recycling
capital and co-operating where
appropriate with third-party investors 
to properly exploit opportunities in all
property categories.

International
Capco USA is an established value-add
developer of mixed-use properties with
an emphasis on retail investment and
performed strongly in 2006 recording 
a total return of 23 per cent with total 

assets now amounting to some 
$720 million. Most notable in 2006 was
the successful completion and letting 
of the Trio apartment development in
Pasadena, providing a £17 million profit
on completion which has been shown
as a trading profit. The Serramonte
Shopping Centre, our largest asset,
continues to provide a number of active
management and remodelling
opportunities which we are pursuing.
Capital & Counties USA is converting to
a US REIT, as the company has reached
the stage in its development where US
REIT status is considered beneficial.

Capco International has been formed 
to support broader group initiatives 
in the international marketplace. 
We announced in 2006 and since 
the year end have subscribed for a 
25 per cent interest in an Indian
shopping centre development company,
Prozone, a 75 per cent subsidiary of the
fast-growing Indian retailer, Provogue.

Board and management
In 2006, John Saggers, Managing
Director of Capital & Counties, retired
after 33 years of service and we thank
him for his professionalism, commitment
and contribution to the group. 
In September, we were delighted to
welcome in his place Ian Hawksworth,
previously with Hongkong Land, 
who has joined the Board of Liberty
International. The activities for which 
Ian is responsible include a substantial
£1.6 billion of investment properties and
we have great confidence in his ability 
to make a significant impact in this
important segment of our overall
business. We have a tremendous
platform for value-adding and
opportunity-driven activities, both in 
the UK and internationally, potentially
delivering higher returns to complement
the very stable UK regional shopping
centre business.

Also, David Bramson retired as a non-
executive Director and we thank him for
his services to the Board. We appointed
in his place Neil Sachdev, formerly 

property director of Tesco PLC and from
March 2007 the commercial director of 
J Sainsbury plc, who brings valuable
and relevant experience to our affairs.

Once again my thanks go to my Board
colleagues for their active support during
2006. Along with the non-executive
directors, I would like to thank the
group’s Executive Directors for
shouldering such a substantial workload
in 2006 given the enormous activity 
in the year; also to thank the staff at 
40 Broadway, at our shopping centres
and in the USA for their tremendous
commitment and effort. In the course of
a year, we host a considerable number
of visits to our shopping centres and 
it is noticeable how many unprompted
comments we receive from visitors
praising the professionalism, enthusiasm
and cheerfulness at all levels of our
organisation – one of the group’s
tremendous strengths.

Corporate social responsibility
I am pleased to record that for many
years Liberty International has had a
strong commitment to Corporate Social
Responsibility, producing our first full
annual report on the subject in 2002.

We have a strong community
programme at our shopping centres,
focussing on youth, education and the
prevention of crime and anti-social
behaviour, with some excellent local
initiatives. Once again, in 2006 we have
devoted substantial time and financial
support to this important area to the
benefit of all parties involved.

Our development programme has
always been focussed on brownfield
land and Braehead in Renfrew, Glasgow,
formerly derelict industrial land, is a
wonderful example of mixed-use urban
regeneration. Overall we estimate that
our shopping centres have generated
employment directly at the centres for
some 50,000 people, leaving aside the
indirect employment opportunities they
have created.

Chairman’s statement (continued)
Our development programme has always been focussed on
brownfield land and Braehead in Renfrew, Glasgow, formerly
derelict industrial land, is a wonderful example of mixed-use 
urban regeneration. Overall we estimate that our shopping 
centres have generated employment directly at the centres 
for some 50,000 people.
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In our development activities, we
continue to apply the highest
construction standards; and, in
management, we have made further
major strides in energy efficiency and 
the reduction of waste.

Our city centre development proposal in
Oxford, where after a lengthy process
the Council has resolved to grant
planning approval, is a good example of
our focus on designing and
implementing practical responses to
policy requirements and the needs of
our retailers and local circumstances.
We have worked with a wide range and
number of stakeholders in Oxford to
deliver a sustainability package which we
consider is unrivalled in developments 
of this type. The location is a brownfield
site in a city centre area in need of
regeneration. We are proposing a
genuine mix of uses with a significant
residential element of some 127 units.
We have woven new development into a
sensitive location; pedestrian and cycle
access is at the forefront of the design
befitting a City already heavily reliant on
these modes of transport.

Our constructive dialogue with the City
and County Councils and the bus
operators has led to a huge proposed
investment in public transport
infrastructure. This will include a major
reorganisation of bus access into and
out of the city centre and a very
significant contribution towards
investment in other public transport
initiatives including park and ride.

In addition, the replacement car parking
and the new arcade will both be
naturally ventilated. We will introduce
green sedum roofs, solar thermals, and
rainwater harvesting. The department
store for John Lewis and the residential
uses will be served by centralised
carbon-neutral biomass boilers fuelled
by waste timber and wood from forestry
thinning. The design of the buildings will 

also include the installation of pipework
to enable connection to a local
combined heat and power plant
currently being researched by Oxford
City Council.

Over 2,000 jobs are expected to be
created when the new retail offer opens,
increasing the number employed in the
centre to around 3,300. In addition,
there will be around 2,000 employment
opportunities during construction.

Dividends
We are recommending a final dividend of
17.25p payable on 30 May 2007,
bringing the full year’s dividend to 31.0p
per share, an increase of 10 per cent on
2005. This dividend will be an ordinary
dividend with no property income
distribution (“PID”) element. Dividends for
2007 will contain both a PID element,
subject to withholding tax for certain
shareholders, and a non-PID element.

We expect the dividend for 2007 to
include an extra increase out of the net
savings from conversion to a REIT.

The directors remain committed to a
progressive and relatively full dividend
policy, distributing substantially all of the
group’s recurring income.

Quarterly reporting
In recognition of our new status as a
REIT and in order to address the ever-
increasing requirements of investors for
more regular and up-to-date information,
we intend to move to quarterly reporting
with effect from the first quarter of 2007,
including external independent 
property valuations.

Prospects
Shareholders can be reassured that 
our sound financial position and the
underlying strengths of our business
mean we are well placed to continue to
prosper and to respond to challenges
which lie ahead.

The retail industry is a core economic
sector. We are the clear market leader 
in the ownership, development and
management of prime UK regional
shopping centres, owning eight of 
the UK’s top 21 centres and overall
attracting some 225 million customer
visits per annum to our centres; we also
now own the iconic Covent Garden
complex with its market and surrounding
assets generating some 50 million
annual customer visits.

Liberty International has three attributes
which should prove to have an enduring
attraction to REIT investors – a business
of exceptional quality, a high degree of
specialisation and the benefits of scale. 
I believe that our excellent management
team will take the business forward for
the benefit of shareholders and extend
its long track record of success with
confidence and with commitment.

Sir Robert Finch
Chairman

Chairman’s statement (continued)
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Liberty International is engaged in the development, 
ownership and management of:

, UK regional shopping centres, through Capital Shopping Centres (“CSC”), owning
interests in four major out-of-town centres; Lakeside, Thurrock; MetroCentre,
Gateshead; Braehead, Renfrew, Glasgow; The Mall, Cribbs Causeway, Bristol; 
and ten major in-town regional centres, including two development projects in 
Cardiff and Oxford.

, Other retail and commercial properties in the UK and USA through 
Capital & Counties (“C&C”), including ownership of the Covent Garden Estate 
and other central London assets.

Liberty International is also engaged in:

, Investment activities, where it looks to use the substantial capital resources at 
its disposal to access profitable real estate-related financial market opportunities.

Liberty International focusses on:

, Producing outstanding long-term returns for shareholders through capital 
and income growth.

, Premier property assets, particularly shopping centres and other retail, which have
high potential, scarcity value and require active management and creativity.

Operational review
Liberty International is the market leader 
in UK regional shopping centres and the
owner of other prime retail assets including 
the Covent Garden Estate in Central London
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Long-term financial record

1986 1988 1990 1992 1994 1996 1998 2000 2002 2004

*Introduction of IFRS

2006
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Share price history since listing in London on 30 July 1992 Share price history (pence)

Closing Closing
Year ended net assets share Year’s Year’s
31 December per share price high low

1992 274 239.0 244.0 162.0

1993 291 355.0 359.0 237.0

1994 315 329.0 467.0 329.0

1995 375 344.0 371.0 303.0

1996 436 430.5 431.0 328.0

1997 525 472.5 536.5 429.5

1998 589 454.0 620.0 430.0

1999 696 458.0 499.0 414.0

2000 796 487.5 547.0 400.5

2001 827 483.5 558.5 462.5

2002 862 564.5 626.5 484.0

2003 906 682.5 691.6 523.5

2004 1,017 970.5 978.0 650.5

2005 1,189 980.5 1,025.0 913.0

2006 1,327 1,396 1,414.0 973.0
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Capital Shopping Centres
Creating places for tomorrow’s customers

Great British coverage

, 12.4 million sq. ft. of space

, 2,025 units

, 225 million customer visits a year

, £6.5 billion investment properties

01 Lakeside, 
Thurrock (130,340 sq. m./ 1.4 million sq. ft.)

02 The Glades, 
Bromley (39,110 sq. m./ 421,000 sq. ft.)

03 The Chimes, 
Uxbridge (40,880 sq. m./ 440,000 sq. ft.)

04 The Harlequin, 
Watford (67,450 sq. m./ 726,000 sq. ft.)

05 Cribbs Causeway, 
Bristol (92,440 sq. m./ 995,000 sq. ft.)

06 St David’s, 
Cardiff (39,670 sq. m./ 427,000 sq. ft.)

St David’s 2*, 
Cardiff Estimated opening 2009 (89,881 sq. m./ 
967,500 sq. ft.)

07 Westgate*, 
Oxford Estimated opening 2011 (69,675 sq. m./ 
750,000 sq. ft.)

08 Chapelfield, 
Norwich (49,240 sq. m./ 530,000 sq. ft.)

09 Victoria Centre, 
Nottingham (91,140 sq. m./ 981,000 sq. ft.)

10 The Potteries, 
Stoke-on-Trent (52,300 sq. m./ 563,000 sq. ft.)

11 Manchester Arndale (130,060 sq. m./ 
1.4 million sq. ft.)

New Cathedral Street 
Manchester (18,580 sq. m./ 200,000 sq. ft.)

12 MetroCentre, 
Gateshead (168,900 sq. m./ 1.81 million sq. ft.)

13 Eldon Square, 
Newcastle (90,670 sq. m./ 976,000 sq. ft.)

14 Braehead, 
Renfrew, Glasgow (98,470 sq. m./ 1.06 million sq. ft.)

Xscape, 
Braehead (42,730 sq. m./ 460,000 sq. ft.)

12
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CSC’s strategy in 2006 was to maintain and improve 
the competitive position of each existing asset and to
successfully pursue its development programme. In 2006,
CSC achieved a 15 per cent increase in net rental income
to £272 million (2005 – £236 million) and like-for-like growth
of 8.5 per cent with a continued high occupancy rate of
98.6 per cent in established centres and 97.7 per cent
overall including recently completed developments 
(2005 – 98.5 per cent).

CSC locations:

*developments



UK shopping centre space  
(162 million sq. ft.)

1

2

3

4
5

1 Out of town regional shopping centres  
 (10.6 million sq. ft.) 
2 Centres in major town and city centres –  
 top 50 locations (34.6 million sq. ft.) 
3 Centres in other town and city centres  
 (93.3 million sq. ft.) 
4 District centres/other non town centre 
 (16.3 million sq. ft.) 
5 Factory outlets (7.1 million sq. ft.)

Source: PMA

UK retail space  
(1,275 million sq. ft.)
1 Shopping centres (162 million sq. ft.) 
2 High Street (487 million sq. ft.) 
3 Retail warehousing (157 million sq. ft.) 
4 Superstores (102 million sq. ft.) 
5 “Neighbourhood” shopping (367 million sq. ft.)

1

2

3

4

5

Source: PMA

The UK retail property market

, Shopping centres amount to less
than 13 per cent of all UK retail space

, CSC’s market, major out-of-town 
and city centre shopping centres,
amounts to less than one-third of 
UK shopping centre space

CSC has eight of the top 
21 UK shopping centres

Capital Shopping Centres (continued)
Focus and specialisation

Ranking of UK major shopping centres

1 MetroCentre, Gateshead

2 Bluewater, Dartford – Greenhithe

3 Meadowhall, Sheffield

4 The Trafford Centre, Manchester – Trafford

5 Lakeside Shopping Centre, Thurrock

6 Merry Hill Centre, Brierley Hill

7 the centre:mk, Milton Keynes

8 East Kilbride Shopping Centre, East Kilbride

9 Manchester Arndale, Manchester

10 Whitgift Centre, Croydon

11 Eldon Square Newcastle upon Tyne

12 Bullring, Birmingham

13 The Harlequin, Watford

14 The Telford Shopping Centre, Telford

15 Festival Place, Basingstoke

16 The Mall at Cribbs Causeway, Bristol 

17 Brent Cross Shopping Centre, London – Hendon

18 Queensgate Shopping Centre, Peterborough

19 The Victoria Centre, Nottingham

20 The Arndale Centre, Luton

21 Braehead Shopping Centre, Renfrew, Glasgow
Source: Trevor Wood Associates 2006 Going Shopping Guide

Liberty International PLC 15
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Growth in CSC shopping centre ownership
A significant expansion 
in last two years

, Increase of 50 per cent in floor space
under CSC ownership
– 2005: 2.9 million sq. ft. 

Manchester Arndale, Mall at 
Cribbs Causeway, Chapelfield

– 2006: 1.3 million sq. ft. 
Manchester Arndale extension,
Xscape, St David’s Centre.
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%

CSC Rental income growth 2001 – 2006 Like-for-like
CSC rental income growth

, CSC net rental income progression is
more correlated with the rent review
cycle at each centre than short-term
fluctuations in retail sales

, CSC has achieved an 8.5 per cent
increase in like-for-like growth in each
of the last two years

Capital Shopping Centres (continued)
Extended reach
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CSC Rent Review Cycle
Adding value through rent reviews

, The graph shows the profile of 
rent reviews at CSC’s centres
demonstrating opportunities each 
year to increase income

Capital Shopping Centres (continued)
Solid income growth
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Growth in CSC rental income

£m Includes partners' share in partly owned assets

CSC has a long and consistent
record of growing the business 
over a period of 12 years
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Capital & Counties
Platform for growth

6.7 million sq. ft. 
1 Retail (47%)
2 Office (47%)
3 Other (6%)

1

2

3

£1,644 million properties
1 Retail (62%)
2 Office (36%)
3 Other (2%)

1
3

2

54 Hagley Road, Birmingham
Metro Building, Hammersmith
B&Q, Rotherham
Lockton House, Cambridge
Capital Place, Hayes
St Martins Place, Slough
The Crescent, Basingstoke
Capital Court, Uxbridge
Capital Park, Cambridge
Somerset House, Birmingham
Capital Enterprise Centres

190 Strand, WC2
12/14 Fetter Lane, EC4
Tasman House, 59/65 Wells Street, W1
183/190 Tottenham Court Rod, W1
26/40 & 201/207Kensington 

High Street, W8
Regent Street Estate, W1
Piccadilly Estate, W1
24/25 Britton Street, E1

Covent Garden Market
32/33 Long Acre
Floral Place, 19/25 Long Acre, WC2
Cinema, 135 Shaftesbury Avenue, WC2

Capco Urban
(£195m)

Capco London
(£357m)

Capco 
Opportunity

Capco International

Opportunity
£247m

Value add
£905m

Capco 
Covent Garden

Broadgate, Leeds
Primark, Manchester
Lewis’s, Liverpool
Queens Retail Park, Canterbury
Medway Valley Park, Greenwich
Braintree Retail Park, Braintree

Core
£492m

TOTAL ASSETS £1,644 MILLION

Capital & Counties’ strategy is to generate superior returns
through  business units divided into Core, Value-add 
and Opportunity segments with entrepreneurial management,
through the creative deployment of capital, selective partnerships
and development of sustainable core operating skills.

Capital & Counties has new leadership with the appointment 
of Ian Hawksworth as Managing Director in September 2006.

The Capital & Counties group has been divided into components as follows:

Capco USA (£353m)



Capco Covent Garden  
By value (£492 million)
1 Restaurants (17%) 
2 Markets and Museum (2%) 
3 Offices (21%) 
4 Retail (60%)

1

2

3

4

Capco Covent Garden  
By area (523,000 sq. ft.)
1 Restaurants (19%) 
2 Markets and Museum (21%) 
3 Offices (28%) 
4 Retail (32%)

1

2

3

4

Capco Covent Garden  
By rental income (£22.2 million)
1 Restaurants (17%) 
2 Markets and Museum (3%) 
3 Offices (21%) 
4 Retail (59%)

1

2

3

4

Esprit

Jigsaw

KirkOriginals

Betsey 
Johnson

The Body Shop

Bertie Shoe

Replay

W
arehouse

Capital & Counties (continued)
Covent Garden Estate

Key:

� C&C existing
� C&C purchase (07/06)
� C&C purchase (10/06)

Capco Covent Garden 
London’s Urban Village

, Market value £492 million (including
existing interests)

, Estimated 50 million visitors 
each year

, 35 properties

, 219 units

, A major integrated portfolio
– Significant opportunity for growth
– One of four prime Central London 

retail destinations

, Dedicated management team
– Further investment and repositioning

to create a world class destination

, Commitment to Central London retail

, Retail and mixed use destination
– Iconic world-renowned 

market building
– Late trading – seven days a week
– Home of “Theatreland”

Liberty International PLC 19



20 Liberty International PLC

Capital & Counties (continued)
Creative deployment of capital

Capco London (£357 million)
A specialist London investor

, Platform for growth in Central London

, Principal locations
– Piccadilly, W1, Regent Street, W1,

Jermyn Street, W1, Kensington 
High Street, W8

, London market remains strong
– Capco London assets performed 

well in 2006 generating total return 
of 20.3 per cent

, Realised profits
– Sale of King’s Reach for £80 million

, Asset enhancement
– £8 million refurbishment of

Metropolitan Wharf, 110,000 sq. ft.
creative workspace

, Central London development 
and refurbishment
– 190 Strand, substantial potential

mixed use joint venture

Capco USA (£353 million) 
An established Californian
development and investment
company

, A value-add mixed-use developer
and investor

, Focussed on the San Francisco Bay
area, LA, Sacramento and Pasadena

, Consistently strong performance 
with a 23% return in 2006 

, A solid platform for expansion

Capco Urban (£195 million)
A commitment to composite
development

, Mixed use development business
– Entrepreneurial approach
– High quality composite schemes
– Innovative design
– Complementary to CSC
– Unlock value from complicated

urban situations

, Key markets
– Retail, leisure, office, residential

, Broad Gate, Leeds
– A substantial mixed use

development

, Stockwell Street, Greenwich
– Plans for a creative town centre

retail and residential project

Capco Opportunity (£247 million)
Seeking enhanced returns

, Opportunistic investment and
development business

, Structured for enhanced returns
through aggressive management

, Rapid capital recycling

, Incorporates Capital Enterprise Centres

Capco USA
By area (2.39 million sq. ft.)
1 Retail (57%)
2 Office (33%)
3 Other (10%)

1

2

3

Capco USA
By value (£353 million)
1 Retail (65%)
2 Office (26%)
3 Other (9%)

1

2

3



Development projects of the 
Liberty International Group

Capital Shopping Centres
New developments of Capital
Shopping Centres 
St David’s, Cardiff
In Cardiff, the St David’s Partnership, our
joint venture with Land Securities Group
PLC for a substantial extension to the
existing St David’s Centre, is progressing
well. The retail provision of an additional
967,500 sq. ft. will be anchored by a
John Lewis department store and an
extended Debenhams and provide
around 125 shops and restaurants. 
In addition, over 300 new apartments
will be created, together with a state of
the art civic library of around 55,000 sq. ft.

Enabling works, including a temporary
library, have been completed and the
centre scheduled to open in autumn
2009. On completion, the new 
St David’s Centre will provide around 
1.4 million sq. ft. of space, ranking it
amongst the UK’s largest city centre
regional shopping centres.

Westgate Centre, Oxford
Significant progress has been made in
Oxford by the Westgate Partnership, 
our joint venture with LaSalle Investment
Management, where the Council has
resolved to grant planning consent for
the refurbishment and extension of the
existing centre to around 750,000 sq. ft.
In addition to a John Lewis department
store and around 90 shops, there will 
be 127 city centre homes, 50 per cent
of which will be designated as 
affordable housing.

It is anticipated that a public inquiry into
the Compulsory Purchase Order will
take place in late summer, allowing a
start on site in spring 2008 and an
anticipated completion in autumn 2011.

Development activities in respect 
of completed CSC shopping centres
Manchester Arndale
The final phase of the 550,000 sq. ft.
Northern Extension opened, on
programme, in September 2006,
extending the centre to 1.4 million sq. ft.,
currently the largest city centre shopping
centre in the UK, with over 90 per cent
of the new space either exchanged or in
solicitors’ hands and the overall centre
around 90 per cent let by rental value.
The centre now enjoys a continuous
pedestrian circulation, a new market
operated by Manchester City Council
and boasts many new retailers 
to Manchester.

Eldon Square, Newcastle
Two of the proposed schemes to
improve and extend the centre to a 
total of 1.3 million sq. ft. commenced 
on site during 2006. Eldon Square West,
providing two new restaurants overlooking
Old Eldon Square and 22,000 sq. ft. of
additional retail space opened for trade
in November. 80 per cent of the space is
committed including the restaurants, let
to Wagamama and Strada.

The first phase of the second scheme,
Eldon Square North, providing a new
bus station for the City opens in March
with the new retail mall, providing an
additional 48,000 sq. ft. of retail space,
due to open in Spring 2008. Initial letting
interest is encouraging.

The third and largest scheme, Eldon
Square South, providing a total of
410,000 sq. ft. of retail space including a
new 175,000 sq. ft. department store for
Debenhams, is due to commence on
site, subject to vacant possession, this
year. Over 50 per cent of the space is
either exchanged or in solicitors’ hands
and the scheme is due to open in
Autumn 2009.

Liberty International PLC 21
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Lakeside, Thurrock
The remodelling of the Pavilion to
provide 11 new restaurants and 
four additional retail units overlooking
Alexandra Lake continues on budget
and programme. 91 per cent of the
restaurant space is committed and all
units are due to open this Summer. 
The adjacent cinema is also being
refurbished to provide nine screens 
with stadium seating.

Braehead, Renfrew, Glasgow
During 2006, the phase two
development involving around 165 acres
of land adjacent to the shopping centre
continued to progress well.

Xscape, our joint venture with Capital &
Regional, opened in April broadening
Braehead’s retail and leisure offer to
include activities such as bowling, wall
climbing, and indoor skiing/snow
boarding together with specialist retail,
restaurants and cafés. A further 40 acres
of residential land has been sold to Best
Homes, a joint venture between Bett
Homes and Strathclyde Homes who will
develop around 850 new homes and
apartments. A new 80 bedroom hotel
for Choice Hotels is under construction
and a Scottish headquarters for Spanish
ceramics company, Porcelanosa, will
complete in the Spring.

Conditional contracts have been
exchanged to sell a further three sites 
for an additional hotel, retirement 
homes and a headquarters building 
for a Scottish plant hire company, GAP.
In addition, Renfrew Riverside a 35,000
sq. ft. office development is underway
and is scheduled to complete in the
Summer.

We have 56 acres of remaining land 
for further enhancement of the
regeneration project.

The Glades, Bromley
The first phase of the project to remodel
the entrance mall and adjacent
properties, provide a new 30,000 sq. ft.
store for H&M and further deeper 
retail units to meet modern retailer
requirements, was completed in
November. Phase two is now underway
and trading of the new space is
anticipated to commence early 
next year.

The Harlequin, Watford
Good progress continues to be made at
Watford for plans to redevelop the
adjacent Charter Place site with our
partners, Watford Borough Council.

Following publication of the planning
brief, architects have been appointed
and initial designs have been drawn up
for a retail-led mixed-use scheme
including a new department store,
cinema, leisure and catering facilities.

The Potteries, Stoke-on-Trent
At The Potteries Shopping Centre,
Stoke-on-Trent, planning consent has
been received to remodel and extend
the existing food court to provide 
15,700 sq. ft. of new retail space to
enhance the tenant mix. Construction is
due to commence in March to facilitate
retailers opening for Christmas trade 
this year.

Chapelfield, Norwich
The phased completions of the fit out of
the residential element of Chapelfield
have continued to be delivered with 
42 units now completed. Of the 117
apartments, 28 have been sold to
Wherry Housing for affordable housing,
38 are in the process of being sold
privately, with the remaining 51 to be
released in phases.

MetroCentre, Gateshead
During the year, our ongoing
refurbishment works through the 
malls have continued together with
improvement to customer circulation.
The final phase will commence
alongside plans to upgrade the 
leisure facilities.

Development projects of the 
Liberty International Group
(continued)
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Capital & Counties
UK non-shopping centre
development activities
190 Strand, London WC2
Significant progress was made during
2006 with detailed design development
continuing on our joint venture scheme
with Prudential. This office, retail and
residential project anticipates the
creation of some 200,000 sq. ft. of new
commercial office and retail floor space
plus 44 residential apartments.

Metropolitan Wharf, 
Wapping Riverside, London E1
The refurbishment and conversion of this
110,000 sq. ft. riverside warehouse for
the creative industries has commenced
on site. Completion of the construction
work is expected later in 2007.

Metro Building, 
Hammersmith, London W6
The renovation and refurbishment of 
the 110,000 sq. ft. office building in
Hammersmith was completed during
the year.

Capital Park, Cambridge
The fourth phase of this major office
park in Cambridge, 40,000 sq. ft. 
of Grade A offices, was completed
during 2006 and the marketing is 
well underway.

Broad Gate, Leeds
During 2006, demolition and preliminary
works were completed at our major
mixed use scheme at Broad Gate in the
centre of Leeds. The main construction
work has commenced and the scheme
will see the introduction of 120,000 sq. ft.
of retail, complemented by 150,000 sq. ft.
of office floor space and some residential
on the upper levels. Good progress is
being made with marketing and a major
retail pre-letting has been secured.
Construction is on course for completion
in late 2008.

Hagley Road, Birmingham
The major refurbishment and upgrading
of the 140,000 sq. ft. office in
Birmingham is underway. Allowing for
phased handover, the expected
completion is early 2008.

New Fetter Lane, London EC4
Initial proposals for a major office
redevelopment on New Fetter Lane are
being drawn up to create a significant
prime office development. Architects are
instructed and preliminary designs are
being drawn up.

Stockwell Street, Greenwich
Significant progress in preparing a
planning application was made during
the year. This mixed use project in the
centre of Greenwich comprises 131
residential apartments and 30,000 sq. ft.
of retail. Public planning exhibitions were
organised and further community
engagement will take place once the
planning application is submitted.

Capco USA
Trio Apartments, Pasadena,
California
During 2006 the construction was
completed on this mixed use project
consisting of 304 luxury residential 
units and 14,500 sq. ft. retail space. 
The scheme is over 95 per cent let with
strong tenant demand.

Serramonte Shopping Centre, 
Daly City
Construction was completed of the new
casual dining wing which is 100 per cent
let and planning approvals for the
renovation of the west wing food court
have been received.

The Willows Shopping Centre,
Concord
2006 saw the completion of the Pier 1
building as well as the new courtyard
and landscaping. We leased 7,000 sq. ft.
of space and the shopping centre is
now 97 per cent let.

Development projects of the 
Liberty International Group
(continued)
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Underlying profit before tax increased by
12 per cent to £122.3 million from
£109.3 million reflecting rent reviews and
interest savings, offset in part by the
impact of active management 
and disposals.

Trading profits of £32.8 million showed 
a significant increase over the level
achieved in 2005. A substantial amount
of these profits arose on the transfer of
trading stock to investment property
including £17.7 million which was
achieved in the year on the completion
of the Trio apartment project in the US.
These elements of the trading profit have
been excluded in the calculation of
adjusted earnings per share. Overall
profit before tax, valuation and
exceptional items increased by over 
28 per cent from £120.9 million to
£155.1 million.

Profit before tax increased from 
£526.9 million to £903.1 million.

Revaluation movements on investment
properties and the movement in fair
value of derivative financial instruments
are presented in the Income Statement.
Inclusion of these items can create
considerable volatility in the 
Income Statement.

Commentary on the revaluation of
investment properties is included in the
Chairman’s Statement.

Over the period to 31 December 2006,
interest rates in general increased from
the historic lows in the early part of the
year. In particular the 10-year sterling
interest rate swap, which represents a
suitable benchmark for the group’s fixed
rate obligations, increased from 4.45 per
cent to 5.11 per cent. As a result the
negative fair value of the group’s
derivative financial instruments improved
by £163.5 million to £112.5 million and
this movement has been reported in the
Income Statement. This upward
movement in interest rates has
continued since the year end with the 10
year swap rate rising to around 5.35 per
cent reducing the negative fair value of
interest rate swaps by approximately a
further £70 million to around £40 million
at 13 February 2007.

The fair value of financial instruments is
extremely sensitive to movements in
interest rates. An increase of around
0.15 per cent in swap rates would be
sufficient to eliminate the remaining £40
million negative fair value while such a
rise in interest rates would have a
minimal impact on the group’s financing
cash flows.

Net rental income increased from
£300.1 million to £340.6 million. The
increase has two components; like-for-
like growth; and acquisitions and
completions, net of disposals.

Income Statement
Analysis of profit before tax

Year ended Year ended
31 Dec 31 Dec 

2006 2005
Increase £m £m

Underlying profit before tax 12% 122.3 109.3
Property trading profits 32.8 11.6

Profit before tax, valuation and 
exceptional items 28% 155.1 120.9

Gain on revaluation and sale of 
investment properties 586.5 565.5

Movement in fair value of derivative 
financial instruments 163.5 (145.8)

Exceptional finance costs (2.0) (13.7)

Profit before tax 903.1 526.9

In the case of a REIT, the purchase and sale of shares is the
predominant mode of exchange of ownership and value for
shareholders, not the sale of each underlying individual property.
However, our investment properties are valued after deducting 
notional direct property acquisition costs amounting in aggregate 
to £370 million. If these notional acquisition costs were added 
back, net assets per share (diluted, adjusted) would amount 
to 1425p compared with the reported figure of 1327p.

Financial review

Aidan Smith, Finance Director
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UK regional shopping centres provided
like-for-like growth of £16.8 million (8.5
per cent) primarily from the favourable
rent reviews at Lakeside, MetroCentre,
Uxbridge and Watford. A further £20.1
million increase in net rental income
came from the impact of acquisitions
made in 2005, where income had only
been received for part of the
comparative period.

UK non-shopping centre properties
contributed 3.5 per cent like-for-like
growth. Taking into account the impact
of property acquisitions, sales and the
effect of medium and longer-term
refurbishment or redevelopment activity,
net rental income increased by 
£2.4 million.

US properties showed like-for-like
growth of 4.4 per cent.

Interest payable increased from 
£171.7 million to £190.0 million and
interest receivable reduced from 
£7.5 million to £3.9 million. The increase
in net interest payable of £21.9 million
reflects expenditure on the completion of
Chapelfield, Norwich during 2005 and
property acquisitions including the
acquisition of Covent Garden Market 
in 2006.

The interest charge benefited from
savings generated by the three major
non-recourse refinancings undertaken in
the first half of 2005 and from the
conversion of £129 million of 3.95%
convertible bonds into 16 million ordinary
shares at the end of that year.

In April 2006 the £208 million loan
secured on The Glades, Bromley and
The Chimes, Uxbridge was replaced
with separate 10-year loans amounting
to £332 million. This increase in the level
of debt was achieved while at the same
time securing a saving in margin. In May
2006, we completed a £212 million 
10-year loan secured on Chapelfield,
Norwich and in October a £252 million
loan secured on the newly-acquired
Covent Garden Market and 
surrounding properties.

While net debt was reduced by the
£335 million raised through a placing of
25 million ordinary shares, this happened
late in the year and had little impact on
net interest payable.

The underlying tax charge, before
valuation and exceptional items
amounted to 7.7 per cent (2005 – 21.3
per cent). The low tax charge was 

primarily due to the benefit from capital
allowances and tax relief for capitalised
interest together with the resolution of
prior year items during the period.

The conversion to REIT status at the end
of the year resulted in the reversal of the
provision for tax on valuation items and
deferred tax in respect of capital
allowances previously included in the
group’s balance sheet. This was offset in
part by the provision for the payment of
a £154 million entry charge. The group’s
reported tax charge also included an
exceptional credit of £32.2 million in
respect of the debenture reorganisation
completed during the period, referred to
below. Current tax for the period
reduced from £10.2 million payable in
2005 to £0.8 million receivable in 2006.

Basic earnings per share increased from
114.8p to 462.1p. Earnings per share
(adjusted) increased by 13.7 per cent
from 29.8p to 33.9p.

The proposed final dividend of 17.25p
per share results in an annual dividend
per share of 31p, an increase of 9.7 
per cent.
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Financial review (continued)
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Net assets per share (diluted, adjusted)
is arrived at after adding back the
remaining IAS 12 provision for deferred
tax on property revaluation surpluses
and the adjustment in respect of the fair
value of derivative financial instruments.
The actual potential tax liability which
could arise if the properties were
disposed of at their balance sheet 
values would be £49.1million (2005 – 

£642.5 million), the residual potential tax
liability mainly relating to properties in the
US. This liability could be offset by the
release of deferred tax provisions in
respect of capital allowances of £31.8
million and further capital allowances of
£24.4 million which may be available to
reduce the tax payable on a sale.

Analysis of movement in investment properties
£m 

Investment properties at 31 December 2005 6,938
Acquisitions 641
Additions 98
Transfers from trading properties 109
Disposals (carrying value) (117)
Foreign exchange and other movements (40)
Valuation surplus on investment properties 558

Investment properties at 30 June 2006 8,187

Net assets
Net assets per share

As at As at
31 Dec 31 Dec

2006 2005
£m £m

Basic net asset value 4,732.4 2,933.1
Effect of dilution:
On conversion of bonds 108.7 105.4
On exercise of options 12.3 17.9

Diluted net asset value 4,853.4 3,056.4
Adjustments:
Fair value of derivative financial instruments 112.5 280.2
Unrecognised surplus on trading properties 4.7 23.4
Tax on the above (32.1) (92.8)
Deferred tax on revaluation surpluses 32.1 817.4
Deferred tax on capital allowances 31.8 95.7

Net assets (diluted, adjusted) 5,002.4 4,180.3

Basic net assets per share from IFRS balance sheet 1308p 875p
Net assets per share (diluted, adjusted) 1327p 1188p

Basic shares in issue used for calculation 361.7m 335.4m
Diluted shares used for calculation 377.1m 352.0m

Financial review (continued)

Investment properties increased from
£6,938 million to £8,187 million at
December 2006. The movements 
during the period are summarised in 
the table below.

Investment properties are valued after
deducting notional acquisition costs
including stamp duty amounting in
aggregate to £370 million (31 December
2005 – £318 million), equivalent to 98p
per Liberty International share 
(31 December 2005 – 90p).

In the case of a REIT the purchase 
and sale of shares is the predominant
mode of exchange of ownership and
value for shareholders, not the sale of
each underlying individual property. 
The transaction costs associated with
transfers of shares are considerably
lower. If these notional acquisition costs
were added back, net assets (diluted,
adjusted) would amount to 
£5,372 million (2005 – £4,498 million)
and net assets per share (diluted,
adjusted) would amount to 1425p 
(2005 – 1278p) compared with the
reported figure of 1327p (2005 – 1188p).

Risk Management
Treasury policy and management of 
risk in relation to financial instruments 
is outlined in note 20 to the accounts.
The group’s procedures for managing
and controlling risks are set out under
Internal Control and Internal Financial
Reporting in the Corporate Governance
Report on pages 67 to 71.

The business is exposed to many 
kinds of risks categorised broadly into
operational, financial, development and
external strategic and competitive risks.
Each of these risks is reviewed regularly
and investigated in terms of likelihood
and potential impact. Mitigating factors
are taken into account including
insurance cover before deciding what, 
if any, action needs to be taken. The
group generally adopts strategies to
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minimise risk. For example, the group’s
policy of active management of its
shopping centres to maintain near full
occupancy, reinforced by concentration
on the most desirable locations, is
designed to achieve sustainable growth
in income and capital values over the
medium to long-term. The spread of
assets geographically and the wide
diversity in the tenant base are factors
which act to reduce overall risk in
relation to security of income. The
group’s development programme is
currently focussed on extensions to
existing prime retail locations where
there is quantifiable demand for
additional high quality retail space.
Construction costs are controlled
through the use of fixed or maximum
price contracts, although this generally
increases the time spent during the pre-
construction phase in producing detailed
design and specifications, the benefits 
of greater certainty and control of the
final outcome outweighs any marginal
increase in cost.

In addition to specific risks, the business
is exposed to systemic risk such as
national security, in common with many
other businesses.

Additional opportunities and risks are
highlighted throughout the Chairman’s
statement and Operational review.

Financial Management
Movement in Net Debt and 
Bank Facilities
Cash balances increased by £251
million from £71 million at 31 December
2005 to £322 million at 31 December
2006 while gross borrowings increased
by £401 million to £3,385 million. 
The movement in net debt during the
period is broadly explained by the
accompanying table.

At 31 December 2006 the group had
committed undrawn medium-term bank
facilities of £510 million.

In October 2006 the group completed
the re-organisation of its long-term
debentures issuing a new £355 million
5.562% debenture and redeeming the
existing Capital & Counties’ £80 million
11.25% 2021 and £150 million 9.875%
2027 stocks. The new stock amortises
to a final redemption amount of £231.4
million, a structure designed to closely
match the aggregate cash flows of the
original stocks. Also it is secured on
substantially the same assets as the
original stocks. The principal benefits to
the group are improved substitution and
withdrawal provisions combined with the
efficiency of a single, larger more liquid
instrument and a reduction in the annual
finance charge of around £0.8 million.
Although the redemption gave rise to 
an exceptional charge of around 
£130 million for Capital & Counties, the
IFRS accounting treatment effectively
eliminates the underlying transactions
from the group accounts. The
exceptional item has been reversed and
deducted from the £355 million nominal
value of the new bond to arrive at an
adjusted balance sheet carrying value of
£225.8 million. This adjustment is then
amortised through the income statement
resulting in an annual finance charge 
of around £23 million compared to
£23.8 million for the previous debentures.
The benefit of the £32.2 million
exceptional tax credit resulting from 
the re-organisation has remained in 
the Income Statement.

Financial ratios
The group’s main internal constraints are
that, at currently prevailing property
yields and interest rates, interest cover,
measured before valuation and
exceptional items and adjusting for the
amortisation of convertible debt, should
be maintained at a level in excess of 
1.6 times and debt to assets at less 
than 50 per cent. On these measures,
interest cover for the period ended 
31 December 2006 remained at around
1.7 times and the ratio of net debt to
assets reduced from 40 per cent at 
31 December 2005 to 36 per cent at 
31 December 2006, in each case within
the group’s internal constraints.

Maturity and interest rate 
profile of debt
The group’s policy is to eliminate
substantially all exposure to short and
medium-term interest rate fluctuations in
order to reduce the variability of cash
flows. During the period short-term
interest rates in the UK increased from
4.50 per cent to 5.00 per cent with a
further increase to 5.25 per cent since
the year end. The market in longer-term
sterling swaps reflected expectations for
interest rates to rise and the 10 year
sterling interest rate swap has increased
since 31 December 2005 by over 
0.90 per cent to 5.35 per cent at 
13 February 2007.

Financial review (continued)

Analysis of movement in net debt
Net debt

£m 

Opening net debt 2,913
Additions to investment properties 654
Disposals of investment properties (127)
Share placing (335)
Other (42)

Closing net debt 3,063
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The table above summarises the interest
rate swaps currently in place compared
with 31 December 2005. Over the
period the level of fixed rate protection
was increased, both in relation to the
additional debt incurred in the period
and extending protection beyond the
current maturity of existing floating 
rate facilities.

Over the next 10 years substantially all
interest payments, including those in
respect of debt which is expected to
arise as a result of committed capital
expenditure, are at fixed rates which are 

below those currently prevailing in the
market. Furthermore the rates which
have been achieved through these
swaps as the base level for future
borrowings are at reducing average
interest rates and appear attractive in 
the context of long-term historic rates in
the UK.

The weighted average maturity of debt is
eight years, the weighted average lease
maturity 8.5 years and the weighted
average interest cost of group debt at
31 December 2006 was 5.8 per cent
(31 December 2005 – 6.1 per cent).

Glossary
Earnings per share (adjusted): Earnings per share adjusted for
valuation and exceptional items and their tax effect, in accordance
with UK property industry practice (for calculation, see note 9). 

ERV (Estimated Rental Value): The external valuers’ estimates 
of the group’s share of the current annual market rent of all 
lettable space. 

Fair value: the realiseable value of an investment property or other
financial asset or liability after taking account of associated assets
and liabilities such as accrued income and finance lease obligations.

Like-for-like capital: The category of investment properties 
which includes like-for-like income properties, plus those which have
been owned throughout the current period but not the whole of the
prior period, without significant capital expenditure in the current
period, so capital values but not income can be compared on a
like-for-like basis. 

Like-for-like income: The category of investment properties 
which have been owned throughout both periods without significant
capital expenditure in either period, so both income and capital can
be compared on a like-for-like basis. 

Market value: a valuation of an investment property by 
an independent external valuer in accordance with the Appraisal
and Valuation Manual of RICS. Market value represents the figure
that would appear in a hypothetical contract of sale between a
willing buyer and a willing seller.

Net assets (diluted, adjusted): Net assets adjusted for deferred
tax in respect of revaluation surpluses and capital allowances, fair
value movements on interest rate hedges, and valuation surpluses
on trading properties net of tax, in accordance with UK property
industry practice (for calculation, see Financial review). 

Net rental income: The group’s share of net rents receivable as
shown in the Income Statement. 

Nominal equivalent yield: Effective annual yield to a purchaser
from the assets individually at market value after taking account of
notional acquisition costs but assuming rent is receivable annually in
arrears rather than reflecting the actual rental cash flows. 

Passing rent: The group’s share of contracted annual rents
receivable at the balance sheet date. This takes no account of
accounting adjustments made in respect of rent free periods or
tenant incentives, the reclassification of certain lease payments as
finance charges or any irrecoverable costs and expenses, and does
not include excess turnover rent, additional rent in respect of
unsettled rent reviews or sundry income such as from car parks etc. 

Total return: Percentage increase in net assets per share (diluted,
adjusted) after adding back dividends and, in 2006, the one-off
REIT conversion charge. 

Financial review (continued)

Interest rate swap summary
Notional principal Average rate

13 February 31 December 
2007 2005 13 February 31 December

£m £m 2007 2005

In payment after:
1 year 3,055 2,462 5.31% 5.36%
5 years 3,153 3,125 5.16% 5.29%
10 years 2,275* 1,780 4.69% 4.97%
15 years 1,950* 1,175 4.57% 4.86%
20 years 1,950* 1,175 4.57% 4.86%
25 years 1,475* 900 4.38% 4.81%

* increased by £200 million since 31 December 2006.
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Corporate social responsibility

Introduction
We have now been reporting on CSR as
a central part of our business activities
for the last four years. During this period
we have formalised our management
systems covering social, ethical and
environmental issues. We have invested
significant management resources in
introducing initiatives to improve our
energy consumption efficiencies and
waste disposal procedures, as well as
extending our engagement with
communities served by our business.

Our commitment to sound CSR
principles continues to be recognised by
FTSE4 Good, the JSE Social
Responsibility Index and the UK Fund
Manager, Morley, which has maintained
the company as a recommended
investment for its Sustainable Future
Funds. We remain a Business in the
Community top 100 UK company and
are sector leader in their Environment
Index.

Governance
The Board takes direct responsibility for
determining policy and strategic direction
of CSR matters, which is disseminated
through the Corporate Social
Responsibility Committee and progress
against predetermined targets and
objectives is delegated to the CSR
Management Committee. Delivery of 
the agreed action plans, targets and
objectives is the responsibility of
executive management reporting to 
the CSR Management Committee 
as appropriate. 

In 2006 the company has complied with
all applicable legislation, and has been
subject to no sanctions or fines for
environmental, health and safety or other
infringements.

Sustainable development 
We support the Government’s
sustainable development agenda by
focussing on the following main areas

– protection of the environment by the
prudent use of natural resources

– economic progress through
regeneration

– social progress – meeting people’s
needs.

100 per cent of our development
programme is on brownfield land.
We continue to focus on the
regeneration of existing town and city
sites utilising redundant land. CSC
develops retail-led mixed-use schemes,
which include housing and leisure
facilities as appropriate to respond to the
local requirements. We continue to
consult widely and comprehensively as
part of these development plans to
ensure that we select the best options
to achieve financially viable and
successful regeneration for the benefit
of local communities.

Addressing the environment 
As one of the UK’s leading property
companies, we continue to recognise
the responsibility for managing our
impacts on the environment and the
opportunity we have to contribute
positively to the regeneration of the built
environment. We have established a
reputation for a responsible and forward
looking approach to environmental
issues and over the last four years, have
formalised the introduction of sustainable
design into our business. Our
Environmental Policy and Guide is
provided to all consultants and
contractors, compliance with which is a
contractual requirement. Following the
implementation of our Supply Chain
Policy in 2005, we have established
procedure for working with key suppliers
to monitor implementation.
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Corporate social responsibility 
(continued)

Energy consumption is a major
environmental impact and we are
pleased that the majority of our energy
needs continue to be procured from
renewable sources exempt from 
Climate Change Levy. In 2006, our
energy consumption in the UK shopping
centres and commercial properties
was 175.6 million kWh (58,536 tonnes
of CO2); because of portfolio growth
directly comparable figures are not
available – detailed information is
provided in the CSR report. 

For 2006, out of 17,504 tonnes of waste
handled at our shopping centres, we
segregated and recycled 33 per cent, 
18 per cent was incinerated for energy
and 49 per cent was consigned to
landfill – a reduction of some 5 per cent
on a like-for-like basis. We continue to
seek added value solutions through
recycling and use of energy from 
waste facilities. We are also discussing
with retailers how waste overall can 
be reduced.

Through our Sustainable Travel Manager
we continue to encourage the use of
public transport. Working with local
transport operators and local authorities,
travel plans have now been
implemented at four shopping centres
and we aim to introduce travel plans at
all other centres by the end of 2007.

Community involvement
Our shopping centres are a hub for their
local communities, providing the facilities
for social interaction, entertainment,
trade and commerce. We believe
strongly in maintaining the bond with all
generations, young and old, who
regularly use our centres and local
management identify opportunities to
work with their local community as
appropriate.  We continue to build on
these strong links by forming central
partnerships with national organisations,
pre-eminent in their respective fields, in
joint projects focussed on youth,
education and the prevention of anti-
social behaviour. Our contribution is
provided by way of a combination of
funding, provision of mall space, staff 

time and other support. Some 4,300
hours were devoted to work in the
community in 2006. The UK shopping
centres provided the equivalent of
£775,000 (2005: £500,000) in
community support, including
sponsorship of local causes, support 
for Town Centre management and
provision of free mall space and
services. In addition, charitable
donations of £176,000 (2005: £143,000)
were made by Liberty International in 
the UK.

The opening of a shopping centre is a
catalyst for job creation and with the
opening of Xscape Braehead and
Manchester Arndale northern extension,
an estimated 50,000 people are now
employed by retailers and other
occupiers in our UK shopping centres.

Employment and Health, Safety
Our employees are central to the
success of our business and the 
delivery of a high quality service for our
shoppers and occupiers. We have a
comprehensive set of policies that
embody our approach to our employees
and establish the framework for the high
standards of behaviour and values that
we expect. Our overarching policy,
Business Code of Practice, sets out our
approach to ethics, The Value of People
brings together our key objectives for
our employees and how we implement
them and our human resources policies
deal with specific employment issues.

The overall retention rate of our
employees remains high at 72 per 
cent (82 per cent of management). 
Our female employees represent 58 per
cent of all employees (40 per cent of
management).

We place paramount importance on
Health & Safety for our employees,
occupiers and shoppers and are
committed to delivering high standards
across our operations. In the context of
an estimated  225 million customer visits
in 2005 to our UK shopping centres 
and other properties, there were 29
reportable accidents, and 3 reportable
accidents among our 374 employees

(2005 - 19 and 6). In 2005, we provided
706 training days to staff, including
Health & Safety issues. We upgrade our
facilities whenever possible and we
believe our properties to be Disability
Discrimination Act compliant. Asbestos
Management Plans are in place at all
properties and following external audit,
all recorded asbestos is now confined to
“low risk”. 

2006 CSR Reports
We have published a separate
Corporate Social Responsibility Report
which has been independently verified.
In compiling the Report we have
informally applied best practice
guidance, including that from the Global
Report Initiative (GRI). It contains more
information on our Corporate Social
Responsibility Programme, including
KPIs and our management of CSR in
2006. This year we have additionally
published a summarised  version of the
report which, as well as being distributed
with the Annual Report, will extend our
stakeholder engagement by being
available to local communities through
our shopping centres and other
locations.

Copies of the reports can be obtained
from the Company Secretary and 
they are available on www.liberty-
international.co.uk. Copies of all
corporate policies are also available 
on the website.
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Chairman and Executive Directors

01 Sir Robert Finch‡ Age 62
Chairman 
Appointed a non-executive Director 
in 2005 and appointed Chairman on
1 July 2005. Qualified as a solicitor in
1969 when he joined Linklaters and was
elected a partner in 1974 and head of
Real Estate in 1997 until he stepped
down to assume a civic appointment
(ending in November 2004). He was
elected Alderman of the City of London
in 1992, Sheriff in 1999 and served as
Lord Mayor of London in 2003/4.
Amongst other positions, he was
appointed a Church Commissioner
in 2000. 

02 David Fischel Age 48
Chief Executive 
Joined Liberty International in 1985,
appointed Finance Director in 1988,
Managing Director in 1992 and Chief
Executive in March 2001.

03 Aidan Smith Age 47
Finance Director 
Joined Liberty International in 1986.
Appointed Financial Controller in 1990
and Finance Director in 1998. 

04 Richard Cable Age 47
Development Director of 
Capital Shopping Centres 
Joined the Liberty International group in
1988, appointed a Director of Capital
Shopping Centres in 2000 and
appointed to the Liberty International
Board on 7 February 2005. Responsible
for shopping centre development.

05 Kay Chaldecott Age 44
Managing Director of 
Capital Shopping Centres 
Joined the Liberty International group in
1984, appointed a Director of Capital
Shopping Centres in 2000 and
appointed to the Liberty International
Board on 7 February 2005. Appointed
as Managing Director of Capital
Shopping Centres on 1 October 2005.

06 Ian Hawksworth Age 41
Managing Director of 
Capital & Counties 
Joined the Liberty International group in
2006. Appointed as Managing Director of
Capital & Counties on 1 September 2006
and appointed to the Liberty International
Board on 15 September 2006. Formerly
an Executive Director of Hongkong Land.
Non-Executive Director of AIM-listed Japan
Residential Investment Company Limited.
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01 Bill Black Age 56
Director of Capital & Counties. 
Appointed a Director of Capital &
Counties in 1994. Joined the group in
1984. Responsible for Capital &
Counties’ UK properties.

02 Martin Ellis Age 42
Director of Capital Shopping Centres. 
Worked for the group from 1990 to
1993 and rejoined in 2000. Appointed a
Director of Capital Shopping Centres on
1 October 2005. Responsible for
construction.

03 Caroline Kirby Age 38
Director of Capital Shopping Centres.
Joined the group in 1992. Appointed a
Director of Capital Shopping Centres 
on 1 October 2005. Responsible for the
investment management of the
shopping centre portfolio.

04 Gary Marcuccilli Age 47
Director of Capital & Counties. 
Appointed a Director of Capital &
Counties in 1999, having joined the
group in 1987. Responsible for new
business and development of Capital 
& Counties in the UK.

05 Turner Newton Age 53
President of Capital & Counties 
U.S.A. Inc. 
Joined the group as Senior Vice
President and Director of Capital &
Counties U.S.A. in 1986. Appointed
Chief Executive of Capital & Counties
U.S.A. in 1994.

06 Susan Folger Age 47
Group Company Secretary. 
Joined Liberty International as Group
Company Secretary in 2000. 

07 Hugh Ford Age 40
General Corporate Counsel. 
Appointed General Corporate 
Counsel to the Liberty International
Group in 2003.
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Non-executive Directors

01 John Abel Age 62
Joined the Liberty International Group in
1972 and appointed Executive Director 
in 2000. Appointed as a Director of
Capital Shopping Centres in 1994 and 
Managing Director in 2001. Retired as
Managing Director of Capital Shopping
Centres in 2005 but continues as a
non-executive Director of Liberty
International PLC.

02 Robin Buchanan*†‡ Age 54
Appointed a non-executive Director in
1997. Chairman of the Remuneration
Committee. UK Senior Partner and
Director of Bain & Company Inc., the
global business consultants. A non-
executive Director of Shire plc.

03 Patrick Burgess MBE*†‡ Age 62
Appointed a non-executive Director in
2001. Chairman of the Audit Committee. 
A Partner of law firm Jones Day until
2004 and now a consultant to that firm. 
Non-executive Director of some large
private companies.

04 Graeme Gordon Age 43
Appointed a non-executive Director in
1996. Has appointed Richard Gordon
as his alternate.

05 Ian Henderson CBE† Age 63
Appointed a non-executive Director in
2005. Formerly Chief Executive of Land
Securities PLC. Non-executive chairman
of AIM-listed Ishaan Real Estate plc. 
He has been widely involved in industry
matters, including being a past President
of the British Property Federation.

06 Lesley James CBE†‡ Age 57
Appointed a non-executive Director in
2004. Formerly Human Resources
Director of Tesco PLC. Non-executive
Director of Alpha Airports Group plc,
West Bromwich Building Society and
AIM-listed Inspicio plc.

07 Michael Rapp Age 71
Appointed a non-executive Director in
1986. Chairman of CSC and C&C
Capital Projects Committees. Many
years of experience both in the UK and
internationally in the shopping centre and
commercial property industry.

08 Rob Rowley* Age 57
Appointed a non-executive Director in
2004. Formerly the Executive Deputy
Chairman of Cable & Wireless plc and
formerly a non-executive Director of
Prudential plc.

09 Neil Sachdev Age 48
Appointed a non-executive Director in
2006. Formerly the Property Director 
for Tesco PLC with whom his career
commenced in 1978. Mr Sachdev will
be taking up a new appointment with
J Sainsbury plc in March 2007 as
Commercial Director.

* Member of the Audit Committee
† Member of the Remuneration Committee
‡ Member of the Nomination and Review Committee 
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The Directors have pleasure in presenting their 
annual report and the audited financial statements 
for the year ended 31 December 2006. 

Principal activities  
During the period the principal activity of Liberty 
International PLC (“Liberty International”) was that 
of an investment holding company incorporated  
in the United Kingdom whose business is the 
making of selected investments with long-term 
potential in the property sector predominantly,  
but not exclusively, in the United Kingdom. On  
1 January 2007, Liberty International converted 
into a Real Estate Investment Trust (“REIT”). 

Liberty International’s activities are focused on its 
two major operating businesses: Capital Shopping 
Centres (“CSC”), which specialises in the 
ownership, management and development of 
regional shopping centres and Capital & Counties, 
which engages in commercial and retail property 
investment, management and development both 
in the United Kingdom and the USA. 

Business review 
The Chairman’s statement on pages 7 to 11  
and the Financial review on pages 24 to 28 
provide detailed information relating to the group, 
the operation and development of the business 
and the results and financial position for the year 
ended 31 December 2006.  

Future prospects 
Future prospects are dealt with in the Chairman’s 
statement and Financial review. 

Dividends  
The Directors declared an interim ordinary 
dividend of 13.75p (2005 – 13.0p) per share on 
27 July 2006, which was paid on 5 September 
2006, and have recommended a final ordinary 
dividend of 17.25p per share (2005 – 15.25p) 
which will be paid on 30 May 2007 to 
shareholders on the register on the Record Date, 
11 May 2007. The sterling/rand conversion rate 
on which payment of the dividend in South Africa 
will be calculated will be fixed on 24 April 2007. 
The Directors will not be offering a share dividend 
alternative to the 2006 final cash dividend. 

Share capital  
Details of the changes during the year in the 
issued share capital are set out in note 23 on 
page 55. 

Going concern  
After making enquiries, the Directors have 
reasonable expectation that the company and  
the group have adequate resources to continue  
in operational existence for the foreseeable  
future. For this reason they continue to adopt  
the going concern basis in preparing the  
financial statements. 

Internal control  
The statement on corporate governance on  
pages 67 to 71 includes the Board’s assessment 
following a review of internal controls and 
consideration of the guidance issued by the 
Turnbull Committee of the Institute of Chartered 
Accountants of England and Wales. 

Directors  
The names and biographies of the current 
Directors of Liberty International are set out  
on pages 31 and 33.  

Mr Hawksworth was appointed as Managing 
Director of Capital & Counties on 1 September 
2006 and as an Executive Director of Liberty 
International on 15 September 2006 and will  
offer himself for election at the forthcoming  
Annual General Meeting. 

Mr Sachdev was appointed as a non-executive 
Director on 1 November 2006 and will offer 
himself for election at the forthcoming Annual 
General Meeting. 

Mr Saggers retired as Managing Director of 
Capital & Counties Limited on 26 October 2006. 

Mr Rapp and Mr Gordon, having each served  
as a non-executive Director for more than  
nine years, retire annually in accordance with  
the Combined Code on Corporate Governance 
issued by the Financial Reporting Council.  
Mr Buchanan will have served for nine years  
at the date of the 2007 Annual General Meeting 
and accordingly he is also now required to  
retire annually. Messrs Rapp, Gordon and  
Buchanan, being eligible, offer themselves  
for re-election at the forthcoming Annual General 
Meeting of the company. 

Messrs Smith, Abel and Burgess fall to retire  
by rotation in accordance with the company’s 
Articles of Association. Messrs Smith, Abel and 
Burgess, being eligible, also offer themselves for 
re-election at the forthcoming Annual General 
Meeting of the company. 

Directors’ interests  
The interests of the Directors and their families in 
shares in the company and its subsidiaries during 
the year are set out in note 35 to the accounts on 
pages 59 to 61. 

Substantial shareholdings  
At 28 February 2007 Liberty International had 
been notified of the following substantial interests: 

Sir Donald Gordon has an interest, including a 
non-beneficial interest held by The Donald Gordon 
Foundation, in 40,738,177 (11.23 per cent)  
ordinary shares of Liberty International. Mrs W.D. 
Appelbaum has a beneficial interest in 20,868,342 
(5.75 per cent) ordinary shares of Liberty 
International. In total the Gordon Family interests 
amount to 73,847,045 shares (20.36 per cent). 

Other substantial interests in the ordinary shares 
of Liberty International have been notified by  
Old Mutual plc, who held 11,317,880 shares  
(3.12 per cent), Liberty Group Limited who held a 
beneficial interest in 15,774,854 shares (4.35 per 
cent), Stichting Pensioenfonds ABP, who held 
14,278,291 shares (3.94 per cent) and Legal & 
General Investment Management Limited, who 
held 14,322,276 shares (3.95 per cent). 

Employees  
The majority of employees are employed by  
CSC and Capital & Counties. Liberty International 
actively encourages employee involvement and 
consultation and places emphasis on keeping its 
employees informed of the company’s activities 
and financial performance by such means as 
employee briefings and publication to all staff  
of relevant information and corporate 
announcements. The annual bonus scheme and 
share incentive plan help develop employees’ 
interest in the company’s performance; full details 
of these arrangements are given in the Directors’ 
remuneration report on pages 72 to 76. Note  36 
on pages 62 and 63 contains details of conditional 
awards of shares under the annual bonus scheme 
and share incentive plan currently outstanding, as 
well as outstanding options. 

Liberty International operates a non-discriminatory 
employment policy and full and fair consideration 
is given to applications for employment from the 
disabled where they have the appropriate skills 
and abilities and to the continued employment  
of staff who become disabled. 

Liberty International encourages the continuous 
development and training of its employees and  
the provision of equal opportunities for the training 
and career development of disabled employees. 

Information relating to employees is given in  
note 36 on pages 62 and 63.  

The Liberty International group provides retirement 
benefits for the majority of its employees. Details 
of the group pension arrangements are set out in 
note 37 on pages 64 to 66. 
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The environment  
The group has adopted a Corporate Social 
Responsibility (“CSR”) strategy and copies of  
the booklet which describes the policy and the 
group’s aims are available on request, either  
via the company’s website or by contacting the 
Company Secretary’s office. A summary of the 
group’s CSR activity is printed on pages 29  
and 30.  

The company recognises the importance of 
minimising the adverse impact on the environment 
of its operations – particularly through its two 
operating businesses, CSC and Capital & 
Counties – and the management of energy 
consumption and waste recycling. 

The company strives continuously to improve its 
environmental performance. The environmental 
management system is regularly reviewed  
to ensure that the company maintains its 
commitment to environmental matters. 

Political and charitable donations  
During the year, the group made charitable 
donations amounting to £175,750 (2005 – 
£143,000). No political donations were made  
in the year. 

In addition, the UK shopping centres provided  
the equivalent of £755,000 (2005 – £500,000) in 
community support, including sponsorship of local 
causes, support for Town Centre management 
and provision of free mall space and services.  

Creditor payment policy  
The company’s current policy concerning the 
payment of the majority of its trade creditors  
is to follow the CBI’s Prompt Payers Code  
(copies are available from the CBI, Centre Point, 
103 New Oxford Street, London WC1A 1DU).  
For other suppliers, the company’s policy is to:  
(a) settle the terms of payment with those 
suppliers when agreeing the terms of each 
transaction; (b) ensure that those suppliers are 
made aware of the terms of payment by inclusion 
of the relevant terms in contracts; and (c) pay in 
accordance with its contractual and other legal 
obligations. The payment policy applies to all 
payments to creditors for revenue and capital 
supplies of goods and services without exception. 
Wherever possible, UK subsidiaries follow the 
same policy and overseas subsidiaries are 
encouraged to adopt similar policies, by applying 
local best practices. 

The ratio, expressed in days, between the 
amounts invoiced to the company by its suppliers 
in the year ended 31 December 2006 and the 
amounts owed to its creditors as at 31 December 
2006 was nil days (2005 – nil days), as calculated 
in accordance with the requirements of the 
Companies Act. 

Directors’ disclosure of information  
to the auditors 
So far as the Directors are aware, there is no 
relevant audit information of which the auditors  
are unaware and each Director has taken all 
reasonable steps to make himself or herself aware 
of any relevant audit information and to establish 
that the auditors are aware of that information.  

Auditors  
The auditors, PricewaterhouseCoopers LLP,  
have indicated their willingness to continue in 
office and a resolution seeking to reappoint them 
will be proposed at the forthcoming Annual 
General Meeting.  

Annual General Meeting  
The notice convening the 2007 Annual General 
Meeting of the company is distributed separately 
to shareholders with the Annual Report. 

By Order of the Board 

S. Folger  
Secretary 

28 February 2007 
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Company law requires the Directors to prepare 
financial statements for each financial year, which 
give a true and fair view of the state of affairs of 
the company and the group and of the profit or 
loss of the group for that period. In preparing 
those financial statements, the Directors are 
required to: 

(a) select suitable accounting policies and then 
apply them consistently; 

(b) make judgements and estimates that are 
reasonable and prudent; 

(c) state whether the financial statements comply 
with IFRS as adopted by the European Union; 

(d) prepare the financial statements on the  
going concern basis, unless it is inappropriate 
to presume that the group will continue  
in business. 

The Directors confirm that they have complied 
with the above requirements in preparing the 
financial statements. 

The Directors are responsible for keeping  
proper accounting records which disclose, with 
reasonable accuracy at any time, the financial 
position of the company and the group and  
to enable them to ensure that the financial 
statements and the Directors’ Remuneration  

Report comply with the Companies Act 1985, 
and, as regards group financial statements,  
Article 4 of the IAS Regulation. They are 
responsible for safeguarding the assets of the 
company and the group and hence for taking 
reasonable steps for the prevention and detection 
of fraud and other irregularities. 

A copy of the financial statements of the company 
is placed on the Liberty International PLC website. 
The maintenance and integrity of the website is 
the responsibility of the Directors and the work 
carried out by the auditors does not involve 
consideration of these matters. Accordingly,  
the auditors accept no responsibility for any 
changes that may have occurred to the financial 
statements since they were initially presented  
on the website. 

Legislation in the United Kingdom governing  
the preparation and dissemination of financial 
statements may differ from legislation in  
other jurisdictions. 

 

By Order of the Board 

S. Folger  
Secretary 

28 February 2007 



Independent auditors’ report 
to the members of 
Liberty International PLC 

 
Liberty International PLC 37

We have audited the group and parent company 
financial statements (the “financial statements’’)  
of Liberty International PLC for the year ended  
31 December 2006 which comprise the group 
income statement, the group and parent 
company balance sheets, the group and parent 
company statements of cash flow, the group  
and parent company statements of recognised 
income and expense and the related notes. 
These financial statements have been prepared 
under the accounting policies set out therein.  
We have also audited the information in the 
Directors’ remuneration report that is described 
as having been audited. 

Respective responsibilities of Directors  
and auditors 
The Directors’ responsibilities for preparing  
the Annual Report, the Directors’ remuneration 
report and the financial statements in accordance 
with applicable law and International Financial 
Reporting Standards (IFRSs) as adopted by the 
European Union are set out in the statement of 
Directors’ responsibilities. 

Our responsibility is to audit the financial 
statements and the part of the Directors’ 
remuneration report to be audited in accordance 
with relevant legal and regulatory requirements 
and International Standards on Auditing (UK and 
Ireland). This report, including the opinion, has 
been prepared for and only for the company’s 
members as a body in accordance with Section 
235 of the Companies Act 1985 and for no other 
purpose. We do not, in giving this opinion, accept 
or assume responsibility for any other purpose or 
to any other person to whom this report is shown 
or into whose hands it may come save where 
expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the 
financial statements give a true and fair view and 
whether the financial statements and the part of 
the Directors’ remuneration report to be audited 
have been properly prepared in accordance with 
the Companies Act 1985 and, as regards the 
group financial statements, Article 4 of the  
IAS Regulation. We also report to you whether in 
our opinion the information given in the Directors’ 
report is consistent with the financial statements. 

In addition we report to you if, in our opinion,  
the company has not kept proper accounting 
records, if we have not received all the 
information and explanations we require for our 
audit, or if information specified by law regarding 
Directors’ remuneration and other transactions is 
not disclosed. 

We review whether the corporate governance 
statement reflects the company’s compliance 
with the nine provisions of the 2003 FRC 
Combined Code specified for our review by the 
Listing Rules of the Financial Services Authority, 
and we report if it does not. We are not required 
to consider whether the Board’s statements  
on internal control cover all risks and controls,  
or form an opinion on the effectiveness of the 
group’s corporate governance procedures  
or its risk and control procedures. 

We read other information contained in the 
Annual Report and consider whether it is 
consistent with the audited financial statements. 
The other information comprises only the 
Directors’ report, the unaudited part of the 
Directors’ remuneration report, the Chairman’s 
statement, the Operating and Financial Review, 
the Corporate governance statement and the 
other items included in the contents section.  
We consider the implications for our report if we 
become aware of any apparent misstatements  
or material inconsistencies with the financial 
statements. Our responsibilities do not extend  
to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with 
International Standards on Auditing (UK and 
Ireland) issued by the Auditing Practices Board. 
An audit includes examination, on a test basis, of 
evidence relevant to the amounts and disclosures 
in the financial statements and the part of the 
Directors’ remuneration report to be audited.  
It also includes an assessment of the significant 
estimates and judgements made by the Directors 
in the preparation of the financial statements,  
and of whether the accounting policies are 
appropriate to the group’s and company’s 
circumstances, consistently applied and 
adequately disclosed. 

We planned and performed our audit so as to 
obtain all the information and explanations which 
we considered necessary in order to provide  
us with sufficient evidence to give reasonable 
assurance that the financial statements and  
the part of the Directors’ remuneration report to 
be audited are free from material misstatement, 
whether caused by fraud or other irregularity or 
error. In forming our opinion we also evaluated 
the overall adequacy of the presentation of 
information in the financial statements and  
the part of the Directors’ remuneration report  
to be audited. 

Opinion 
In our opinion: 

• the group financial statements give a true  
and fair view, in accordance with IFRSs as 
adopted by the European Union, of the state  
of the group’s affairs as at 31 December 2006 
and of its profit and cash flows for the year 
then ended; 

• the parent company financial statements give  
a true and fair view, in accordance with IFRSs 
as adopted by the European Union as applied 
in accordance with the provisions of the 
Companies Act 1985, of the state of the parent 
company’s affairs as at 31 December 2006 
and cash flows for the year then ended;  

• the financial statements and the part of the 
Directors’ remuneration report to be audited 
have been properly prepared in accordance 
with the Companies Act 1985 and, as regards 
the group financial statements, Article 4  
of the IAS Regulation; and 

• the information given in the Directors’ report  
is consistent with the financial statements. 

PricewaterhouseCoopers LLP  
Chartered Accountants and Registered Auditors 
London 
28 February 2007 
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 Notes 

 
2006 

£m 
2005

£m

 
Revenue 1 562.8 434.3

   
Rental income   493.1 417.1
Rental expenses  (152.5)  (117.0)

Net rental income  1 340.6 300.1
   
Other income   34.8 14.2
Gain on revaluation and sale of investment and development property  3 586.5 565.5

  961.9 879.8
Administration expenses   (34.2) (29.2)

Operating profit  927.7 850.6

   
Interest payable  4 (190.0) (171.7)
Interest receivable  3.9 7.5
Exceptional finance costs 4 (2.0) (13.7)
Change in fair value of derivative financial instruments  163.5 (145.8)

Net finance costs  (24.6) (323.7)

   
Profit before tax   903.1 526.9

   
Current tax 6 0.8 (10.2)
Deferred tax  814.5  (150.4)
REIT entry charge  (154.3) –

Taxation  6 661.0 (160.6)

   
Profit for the period attributable to equity shareholders  1,564.1 366.3

   
   
Basic earnings per share  9 462.1p 114.8p

Diluted earnings per share  9 444.0p 107.4p

   
Weighted average number of shares  9  338.5m 319.0m

Adjusted earnings per share are shown in note 9. 

Notes on pages 42 to 66 form part of these consolidated financial statements.
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 Notes

Group 
2006 

£m 

Group 
2005 

£m 

Company
2006

£m

Company
2005

£m

Non-current assets   
Investment and development property   10 8,187.1 6,937.8 – –
Plant and equipment   11 0.9 0.6 – –
Investment in group companies 12 – – 1,962.7 2,092.8
Trade and other receivables 14 81.4 65.7 2.3 2.5

 8,269.4 7,004.1 1,965.0 2,095.3

Current assets   
Trading property 13 45.2 132.6 – –
Trade and other receivables 14 113.8 78.7 1,412.8 562.0
Investments  15 – 3.0 – –
Cash and cash equivalents 321.8 70.8 – –

 480.8 285.1 1,412.8 562.0

   
Total assets 8,750.2 7,289.2 3,377.8 2,657.3

   
Current liabilities   
Trade and other payables 16 (319.5) (212.4) (123.2) (127.6)
Tax liabilities (2.1) (10.0) – –
Borrowings, including finance leases   17 (43.5) (173.5) – –
Derivative financial instruments (4.6) (21.6) – –

 (369.7) (417.5) (123.2) (127.6)

Non-current liabilities   
Borrowings, including finance leases   17 (3,341.3) (2,810.2) (108.7) (105.4)
Derivative financial instruments (128.9) (259.5) – –
Deferred tax provision 21 (40.8) (856.2) – –
Other provisions 22 (4.9) (6.8) (0.8) (1.8)
Other payables (132.2) (5.9) (1.7) (1.1)

 (3,648.1) (3,938.6) (111.2) (108.3)

   
Total liabilities (4,017.8) (4,356.1) (234.4) (235.9)

   
Net assets 4,732.4 2,933.1 3,143.4 2,421.4

   
   
   
Equity   
Called up ordinary share capital 23 181.4 168.9 181.4 168.9
Share premium account  23 975.6 653.5 975.6 653.5
Treasury shares 24 (6.4) (13.2) (6.4) (13.2)
Convertible bond 26 9.1 9.1 9.1 9.1
Other reserves 27 265.1 258.2 61.9 146.8
Retained earnings 25 3,307.6 1,856.6 1,921.8 1,456.3

Total equity 4,732.4 2,933.1 3,143.4 2,421.4

These consolidated financial statements have been approved for issue by the Board of Directors on 28 February 2007. 

D.A. Fischel A.C. Smith  
Chief Executive Finance Director 

Notes on pages 42 to 66 form part of these consolidated financial statements. 
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Group
2006

£m

Group 
2005 

£m 

Company 
2006 

£m 

Company
2005

£m

Profit for the period 1,564.1 366.3 476.5 388.6
   
Actuarial gains/(losses) on defined benefit pension schemes 0.7 (2.6) 0.7 (2.6)
Deficit on revaluation of development properties  – (15.7) – –
Tax on items taken directly to equity (4.9) 5.5 (0.2) 0.8
Net exchange translation differences and other movements (4.6) (0.1) 1.0 (1.3)

Net (losses)/gains recognised in equity (8.8) (12.9) 1.5 (3.1)
   

Total recognised income and expense for the period 1,555.3 353.4 478.0 385.5

A summary of changes in equity is shown in note 28. 

Notes on pages 42 to 66 form part of these consolidated financial statements. 
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Group 
2006 

£m 

Group 
2005 

£m 

Company
2006

£m

Company
2005

£m

Cash flows from operating activities   
Operating profit  927.7 850.6 405.5 384.8
Adjustments for non-cash items:   
Unrealised net revaluation gains on investment property (558.5) (562.9) – –
Unrealised gains on transfer of trading property (33.1) – – –
Profit on sale of investment property (28.0) (2.6) – –
Depreciation and amortisation 0.2 0.8 – –
Amortisation of lease incentives and other direct costs 10.3 (4.6) – –

Cash flows from operations before changes  
in working capital  318.6 281.3 405.5 384.8
Change in trade and other receivables (10.9) (24.2) (870.3) (339.1)
Change in trading property 9.7 (18.1) – –
Change in current asset investments  3.0 (3.0) – –
Change in trade and other payables  (0.5) 17.1 (3.5) 37.1

Cash generated from operations 319.9 253.1 (468.3) 82.8
Interest paid (198.6) (168.2) (11.0) (1.7)
Interest received 2.9 9.7 34.0 10.1
Tax paid (6.6) (24.5) – –

Cash flows from operating activities 117.6 70.1 (445.3) 91.2

Cash flows from investing activities   
Purchase and development of property (653.9) (1,081.5) – –
Sale of property 127.3 43.7 – –
Sale of investments and other fixed assets – – 15.0 (15.0)
Sale of interests in joint ventures and subsidiary companies – – 186.3 –

Cash flows from investing activities (526.6) (1,037.8) 201.3 (15.0)

Cash flows from financing activities   
Issue and repurchase of shares 341.4 10.1 341.4 10.1
Borrowings drawn 902.0 1,944.8 – –
Borrowings repaid (486.0) (1,268.9) – –
Equity dividends paid (97.4) (86.3) (97.4) (86.3)

Cash flows from financing activities 660.0 599.7 244.0 (76.2)

Net increase/(decrease) in cash and cash equivalents 251.0 (368.0) – –
Cash and cash equivalents at 1 January 70.8 438.8 – –

Cash and cash equivalents at 31 December 321.8 70.8 – –

Notes on pages 42 to 66 form part of these consolidated financial statements. 
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Accounting convention and basis  
of preparation 
These financial statements have been prepared in 
accordance with International Financial Reporting 
Standards, as adopted by the European Union 
(“IFRS”), IFRIC interpretations and with those  
parts of the Companies Act 1985 applicable to 
companies reporting under IFRS. The Directors 
have taken advantage of the exemption offered  
by Section 230 of the Companies Act not to 
present a separate income statement for the 
parent company. 

The financial statements have been prepared 
under the historical cost convention as modified 
by the revaluation of properties, available for sale 
investments, financial assets and liabilities held  
for trading. A summary of the more important 
group accounting policies is set out below. 

The preparation of financial statements in 
conformity with generally accepted accounting 
principles requires the use of estimates and 
assumptions that affect the reported amounts  
of assets and liabilities at the date of the financial 
statements and the reported amounts of revenues 
and expenses during the reporting period. 
Although these estimates are based on 
management’s best knowledge of the amount, 
event or actions, actual results ultimately may 
differ from those estimates. Where such 
judgements are made they are included within  
the accounting policies below. 

At the date of approval of these financial 
statements, IFRS 7 – “Financial Instruments: 
Disclosures” and an amendment to IAS 1 – 
“Presentation of financial statements” were in 
issue. IFRS 7 will require additional disclosure  
on financial instruments such as quantitative  
and qualitative market risk disclosures, whilst  
the amendment to IAS 1 requires disclosure  
on the management of capital. Both come into 
effect for the year commencing 1 January 2007.  
It is not anticipated that any other standards  
or interpretations in issue but not yet  
effective will have a material impact on the 
financial statements. 

Basis of consolidation 
The consolidated financial information includes 
financial information in respect of the company 
and its subsidiary undertakings. Subsidiary 
undertakings are those entities in which the  
group has the ability to govern the financial and 
operating policies, whether through a majority  
of the voting rights or otherwise. 

The group’s interest in jointly controlled entities are 
accounted for using proportional consolidation. 
The group’s share of the assets, liabilities, income 
and expenses are combined with the equivalent 
items in the consolidated financial statements on  
a line-by-line basis. 

Goodwill 
Goodwill arising on acquisition of group 
undertakings is carried as an intangible asset  
at cost less accumulated impairment losses. 

Investment properties 
Investment properties are properties owned or 
leased by the group which are held for long-term 
rental income and for capital appreciation.  
The group has elected to use the fair value model. 
Investment property is initially recognised at cost 
and subsequently revalued at the balance sheet 
date to fair value as determined by professionally 
qualified external valuers on the basis of market 
value. In accordance with IAS 40 – “Investment 
Property“, property held under leases is stated 
gross of the recognised finance lease liability. 

Gains or losses arising from changes in the fair 
value of investment property are recognised in  
the income statement of the period in which they 
arise. Depreciation is not provided in respect of 
investment properties including integral plant. 

When the group redevelops an existing 
investment property for continued future use as  
an investment property, the property remains an 
investment property measured at fair value and is 
not reclassified. Interest is capitalised (before tax 
relief), on the basis of the average rate of interest 
paid on the relevant debt outstanding, until the 
date of practical completion. 

When the use of a property changes from that of 
trading to investment, that property is transferred 
at fair value, with any resulting gain being 
recognised as property trading profit. 

Development property 
The group has elected to use the fair value  
model as reliable estimates are available.  
Property under development and land are initially 
recognised at cost and subsequently revalued at 
the balance sheet date to fair value as determined 
by professionally qualified external valuers.  
Cost includes interest and other directly 
attributable outgoings, except in the case of 
properties and land where no development is 
imminent, in which case no interest is included.  
In accordance with IAS 16 – “Property, Plant and 
Equipment“, gains and losses arising from 
changes in the fair value of development property 
are dealt with in reserves to the extent that fair 
value exceeds cost and are otherwise recognised 
in the income statement. Upon completion, 
development property to be held for long-term 
rental income and capital appreciation are 
transferred to investment property. 

Leases 
Leases are classified according to the substance 
of the transaction. A lease that transfers 
substantially all the risks and rewards of ownership 
to the lessee is classified as a finance lease.  
All other leases are normally classified as 
operating leases. 

– group as lessee: 
In accordance with IAS 40, finance and operating 
leases of investment property are accounted for 
as finance leases and recognised as an asset  
and an obligation to pay future minimum lease 
payments. The investment property asset is 
included in the balance sheet at fair value, gross  
of the recognised finance lease liability. Lease 
payments are allocated between the liability and 
finance charges so as to achieve a constant 
financing rate. 

Other finance-leased assets are capitalised at the 
lower of the fair value of the leased asset or the 
present value of the minimum lease payments and 
depreciated over the shorter of the lease term and 
the useful life of the asset. 

Rentals payable under operating leases are 
charged to the income statement on a straight-
line basis over the lease term. 

– group as lessor: 
Assets leased out under finance leases are 
recognised as receivables at the amount of the 
group’s net investment in the leases. Finance 
lease income is allocated to accounting periods  
so as to reflect a constant rate of return on the  
net investment. 

Assets leased out under operating leases are 
included in investment property, with rental 
income recognised on a straight-line basis over 
the lease term. 

Depreciation 
Plant and equipment is depreciated to its residual 
value on a straight-line basis over its expected 
useful life of up to five years. 

Trading property 
Property and land held for sale are included  
in the balance sheet at the lower of cost and  
net realisable value. Cost consists of direct cost 
excluding interest. 

Investments 
Investments are classified as available-for-sale 
investments or trading investments dependent  
on the purpose for which they were acquired.  
For listed investments, fair value is the bid market 
listed value ruling at the balance sheet date. 

Available-for-sale investments, being investments 
intended to be held for an indefinite period, are 
revalued to fair value at the balance sheet date. 
Gains or losses arising from changes in fair value 
of available-for-sale investments are included in  
the revaluation reserve except to the extent that 
losses are attributable to impairment, in which 
case they are recognised in the income 
statement. Upon disposal, accumulated fair value 
adjustments are included in the income statement. 

Trading investments, acquired principally for the 
purpose of generating a profit from short-term 
fluctuations in price, are included in current assets 
and revalued to fair value. Realised and unrealised 
gains or losses arising from changes in fair value 
are included in the income statement of the period 
in which they arise. 

Interests in subsidiary undertakings 
Interests in subsidiary undertakings are carried  
in the company’s balance sheet at cost. 

Cash and cash equivalents 
Cash and cash equivalents are carried in the 
balance sheet at cost. For the purposes of the 
cash flow statement, cash and cash equivalents 
comprise cash on hand, deposits with banks, 
other short-term, highly liquid investments with 
original maturities of three months or less. 
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Revenue recognition 
Property revenue consists of gross rental income 
calculated on an accruals basis, together with 
sales and services as principal in the ordinary 
course of business, excluding sales of investment 
properties. Rental income receivable in the period 
from lease commencement to the earlier of lease 
expiry and any tenant option to break is spread 
evenly over that period. Any incentive for lessees 
to enter into a lease agreement is spread over the 
same period. 

Contingent rents, being those lease payments  
that are not fixed at the inception of a lease, for 
example increases arising on rent reviews, are 
recorded as income in the periods in which they 
are earned. Rent reviews are recognised as 
income, based on estimates, when it is 
reasonable to assure they will be received. 

Where revenue is obtained by the sale of 
properties, it is recognised when the significant 
risks and returns have been transferred to the 
buyer. This will normally take place on exchange 
of contracts unless there are conditions attached. 
For conditional exchanges sales are recognised 
when these conditions are satisfied. 

Revenue in respect of investment and other 
income represents investment income, earned on 
an accruals basis and profits or losses recognised 
on investments held for the short term. Dividends 
are recognised when the shareholders’ right to 
receive payment has been established. Interest 
income is accrued on a time basis, by reference  
to the principal outstanding and the effective 
interest rate. 

Exceptional items 
Exceptional items are those significant items 
which are separately disclosed by virtue of their 
size or incidence to enable a full understanding  
of the group’s financial performance. Transactions 
which may give rise to exceptional items are 
principally gains or losses on disposal of 
investments, subsidiaries and early termination  
of debt instruments. 

Income taxes 
The charge for current taxation is based on the 
results for the year as adjusted for items which  
are non-assessable or disallowed. It is calculated 
using rates that have been enacted or 
substantively enacted by the balance sheet date. 
Tax payable upon realisation of revaluation gains 
recognised in prior periods is recorded as a 
current tax charge with a release of the associated 
deferred taxation. 

Deferred tax is provided using the balance sheet 
liability method in respect of temporary differences 
between the carrying amount of assets and 
liabilities in the financial statements and the 
corresponding tax bases used in computation of 
taxable profit with the exception of deferred tax on 
revaluation surpluses where the tax basis used is 
the accounts’ historic cost. 

Deferred tax is provided on all temporary 
differences, except in respect of unremitted 
earnings from investments in subsidiaries and joint 
ventures where the timing of the reversal of the 
temporary difference is controlled by the group 
and it is probable that the temporary difference  
will not reverse in the foreseeable future. 

Deferred tax is determined using tax rates that 
have been enacted or substantially enacted by  
the balance sheet date and are expected to apply 
when the related deferred tax asset is realised or 
the deferred tax liability is settled. It is recognised 
in the income statement except when it relates  
to items credited or charged directly to equity,  
in which case the deferred tax is also dealt with  
in equity. 

Deferred tax assets are recognised to the extent 
that it is probable that future taxable profit will be 
available against which the temporary differences 
can be utilised. 

Deferred taxation assets and liabilities are offset 
only when they relate to taxes levied by the same 
authority, with a legal right to set off and when  
the group intends to settle them on a net basis. 

Pensions 
The retirement benefit liability recognised in the 
balance sheet is the present value of the defined 
benefit obligations, less the fair value of plan 
assets, adjusted for past service costs. The 
defined benefit obligation and current service cost 
are calculated annually by independent actuaries 
using the projected unit credit method. Actuarial 
gains and losses are immediately recognised in 
the Statement of Recognised Income and Expense. 

The costs of defined contribution schemes and 
group personal plans are charged against profits 
in the year in which they are incurred. 

Share-based payments 
The cost of granting share options and other 
share based remuneration to employees and 
Directors is recognised through the income 
statement with reference to the fair value at the 
date of grant. In the case of options granted, fair 
value is measured using an option pricing model 
and charged over the vesting period of the 
options. Own shares held in connection with 
employee share plans and other share-based 
payment arrangements are treated as treasury 
shares and deducted from equity. 

Provisions 
Provisions are recognised when the group has  
a current obligation arising from a past event and 
it is probable that the group will be required to 
settle that obligation. Provisions are measured  
at the Directors’ best estimate of the expenditure 
required to settle that obligation at the balance 
sheet date. 

Foreign currencies 
The assets and liabilities of foreign entities are 
translated into sterling at the rate of exchange 
ruling at the balance sheet date and their income 
statements and cash flows are translated at the 
average rate for the period. Exchange differences 
arising from the retranslation of the net investment 
in foreign entities are dealt with in reserves. 

Transactions in currencies other than the group’s 
functional currency are recorded at the exchange 
rate prevailing at the transaction dates. Foreign 
exchange gains and losses resulting from 
settlement of these transactions and from 
retranslation of monetary assets and liabilities 
denominated in foreign currencies are recognised 
in the income statement except when qualifying 
as hedges, in which case they are dealt with  
in reserves. 

Debt instruments 
Debt instruments are recognised initially at their 
issue proceeds, net of transaction costs. Debt 
instruments are subsequently stated at amortised 
cost using the effective yield method, with the 
difference between net proceeds and redemption 
value recognised in the income statement over the 
period of the borrowings. On early termination of 
debt instruments, all unamortised transaction 
costs are recognised immediately in the income 
statement. Finance charges are recognised on  
an accruals basis. 

Derivative financial instruments 
The group enters into derivative transactions  
such as interest rate swaps and forward foreign 
exchange contracts in order to manage the  
risks arising from its activities. Derivatives are 
recorded at fair value based on market prices, 
estimated future cash flows and forward rates  
as appropriate. 

The group applies hedge accounting to its forward 
foreign exchange contracts where they meet the 
relevant criteria for hedging a net investment in  
a foreign operation. Changes in the fair value of 
such derivatives that are designated and effective 
as hedges are recognised directly in reserves,  
to be transferred to the income statement in the 
period during which the exchange movement  
on the hedged item is recognised in the income 
statement. Any ineffective portion is recognised 
immediately in the income statement as a finance 
cost. When a hedging instrument expires, is sold 
or no longer qualifies as a hedge, the cumulative 
gain or loss remains in reserves until the hedged 
item is recognised in the income statement. 

The group does not apply hedge accounting to  
its interest rate swaps. Any change in the fair value 
of such derivatives is recognised immediately in 
the income statement as a finance cost. 

Equity instruments 
Equity instruments issued are recorded at the 
proceeds received, net of direct issue costs. 
When the group’s own equity instruments are 
repurchased, consideration paid is deducted from 
equity as treasury shares until they are cancelled. 
Where such shares are subsequently sold or 
reissued, any consideration received is included  
in equity. 

Compound instruments 
At the date of issue of compound instruments,  
the fair value of the liability component is 
estimated using the prevailing market interest rate 
for similar non-compound debt. The difference 
between the proceeds of issue and the fair value 
of the liability, the embedded option to convert 
into equity, is included in equity. Issue costs are 
apportioned between the liability and equity 
components based on their relative initial carrying 
values. The interest payable and amortisation of 
the carrying value of the liability component are 
recognised as interest expense so as to maintain 
a constant rate of interest on the carrying value. 
The value of the equity component is not 
remeasured in subsequent periods. 
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1 Segmental reporting 
(a) Business segments 
For management purposes the group is organised into two principal operating divisions: UK shopping centres and other commercial properties. 

2006 

 

UK 
shopping 

centres
£m

Other 
commercial 

properties 
£m 

Other 
activities 

£m 

Group 
Total

£m

Revenue 421.1 139.2 2.5 562.8

Rental income 387.9 105.2 – 493.1
Rental expense (115.9) (36.6) – (152.5)

Net rental income 272.0 68.6 – 340.6
Property trading profits/(losses) (0.8) 32.6 1.0 32.8
Other income – 0.5 1.5 2.0
Gain on revaluation and sale of investment and development property 470.7 115.8 – 586.5

Segment result 741.9 217.5 2.5 961.9

Unallocated administration costs   (34.2)

Operating profit   927.7

   
Total assets  6,782.3 1,736.0 231.9 8,750.2
Total liabilities (3,179.4) (930.1) 91.7 (4,017.8)

Net assets  3,602.9 805.9 323.6 4,732.4

Other segment items:   
Capital expenditure 251.9 487.3 – 739.2
Depreciation/amortisation – 0.2 – 0.2

 
 
 

2005 

 

UK 
shopping 

centres
£m

Other 
commercial 

properties 
£m 

Other  
activities 

£m 

Group 
Total

£m

Revenue 328.7 103.4 2.2 434.3

Rental income 327.2 89.9 – 417.1
Rental expense (91.6) (25.4) – (117.0)

Net rental income 235.6 64.5 – 300.1
Property trading profits 1.2 10.4 – 11.6
Other income – 0.4 2.2 2.6
Gain on revaluation and sale of investment and development property 459.4 106.1 – 565.5

Segment result 696.2 181.4 2.2 879.8

Unallocated administration costs   (29.2)

Operating profit   850.6

   
Total assets  6,015.5 1,273.5 0.2 7,289.2
Total liabilities (3,885.6) (549.0) 78.5 (4,356.1)

Net assets  2,129.9 724.5 78.7 2,933.1

Other segment items:   
Capital expenditure 1,042.6 59.6 – 1,102.2
Depreciation/amortisation 0.5 0.3 – 0.8
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1 Segmental reporting continued 
(b) Geographical segments Revenue Total assets Capital expenditure 

 
2006

£m
2005

£m
2006 

£m 
2005 

£m 
2006

£m
2005

£m

United Kingdom 510.9 400.2 8,360.4 6,898.1 735.1 1,064.9
United States 51.9 34.1 389.8 391.1 4.1 37.3

 562.8 434.3 8,750.2 7,289.2 739.2 1,102.2

2 Operating leases 

The group earns rental income by leasing its investment properties to tenants under operating leases. 

In the United Kingdom the standard shopping centre lease is let for a term of ten to fifteen years, either at market rent or, for turnover based leases, at a 
minimum rent generally set at 80 per cent of market rent. Standard lease provisions include service charge payments, recovery of other direct costs and 
review every five years either to market rent or, for turnover leases, to 80 per cent of market rent. Standard turnover based leases have a turnover percentage 
agreed with each lessee which is applied to a retail unit’s annual sales and any excess between the resulting turnover rent and the minimum rent is receivable 
by the group. In the United Kingdom standard commercial leases vary considerably between markets and locations but typically are let, for a term of five to 
fifteen years, at market rent with provisions to review to market rent every five years. Typically, single let properties are leased on terms where the tenant is 
responsible for repairs and running costs, and multi-let properties are leased on terms including service charges. In the United States leases are typically of 
shorter duration, sometimes with renewal options. 

The future minimum lease amounts receivable under non-cancellable operating leases are as follows: 2006
£m

2005
£m

Not later than one year 392.4 378.6
Later than one year and not later than five years 1,385.1 1,327.3
Later than five years 1,861.8 2,183.0

 3,639.3 3,888.9

The income statement includes £8.5 million (2005 – £6.7 million) recognised in respect of expected increased rent resulting from outstanding reviews where 
the actual rent will only be determined on settlement of the rent review. 

 

3 Gain on revaluation and sale of investment and development property 2006
£m

2005
£m

Revaluation surplus on investment and development property 558.5 547.2
Exclude development property deficit recognised in reserves  – 15.7

Income statement gain on revaluation of investment and development property 558.5 562.9
Income statement gain on sale of investment property 28.0 2.6

Income statement gain on revaluation and sale of investment and development property  586.5 565.5

 

4 Finance costs 

 
2006

£m
2005

£m

Interest payable 
On bank overdrafts and loans 185.4 159.6
On convertible debt  7.6 14.6
On obligations under finance leases 5.6 6.1

Gross interest payable – recurring 198.6 180.3
Interest capitalised on developments (8.6) (8.6)

Interest payable 190.0 171.7

 
Cost of early conversion of Liberty International 3.95% convertible bonds – 8.4
Issue costs written off on redemption of loans 2.0 4.5
Repurchase of CSC unsecured bonds – 0.8

Exceptional finance costs 2.0 13.7

Interest is capitalised, before tax relief, on the basis of the average rate of interest paid of 6.25 per cent (2005 – 6.5 per cent) on the relevant debt, applied to 
the cost of developments during the year. 
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5 Profit before tax 2006 

£m 
2005

£m

Profit before taxation is arrived at after charging:  
Staff costs (see note 36) 29.6 30.6
Depreciation 0.2 0.8
Auditors’ remuneration 0.7 0.6
Remuneration paid to the company’s auditors for non-audit work 0.2 0.3

 

A more detailed analysis of auditors’ remuneration is provided below: 2006 
£000 

2005
£000

Remuneration to the principal auditor in respect of audit fees:  
Statutory audit of the company and consolidated accounts 450 400
Remuneration to the principal auditor in respect of other services:  
Statutory audit of subsidiary accounts 145 120
Statutory audit of the pension funds 8 3
Other services pursuant to legislation 70 65
Corporate finance advisory services 50 –
Taxation advisory services 51 6
Other services 10 209

 784 803

Remuneration to other auditors comprise:  
Statutory audit of US subsidiary 109 90
Tax services to US subsidiary 81 –

 

6 Taxation  
Current

£m
Deferred

£m

REIT entry 
charge 

£m 
2006 

£m 
2005

£m

Tax on non-exceptional items (including £4.6m current tax (2005 – £nil)   
in respect of trading property reclassifications) 29.6 (17.6) – 12.0 25.7
Tax on exceptional items and property disposals 1.8 – – 1.8 (4.7)
Other exceptional tax (32.2) – 154.3 122.1 –

Valuation items:   
Investment property – (848.1) – (848.1) 183.3
Derivative financial instruments – 51.2 – 51.2 (43.7)

 (0.8) (814.5) 154.3 (661.0) 160.6

 

Taxation charge for the financial year 2006 
£m 

2005
£m

Current UK corporation tax at 30% (2005 – 30%) on profits 27.6 24.0
Prior year items – UK corporation tax 0.2 (0.9)

 27.8 23.1
Overseas taxation 1.8 2.4

Current tax on profits excluding exceptional items and property disposals 29.6 25.5

Deferred tax:  
On investment and development property  (848.1) 183.3
On derivative financial instruments 51.2 (43.7)
On other temporary differences  (17.6) 0.2

Deferred tax on profits excluding exceptional items and property disposals (814.5) 139.8

Tax charge on profits excluding exceptional items and property disposals (784.9) 165.3

REIT entry charge 154.3 –

Exceptional current tax credit (32.2) –
Tax on exceptional items and property disposals:  
– current tax 1.8 (15.3)
– deferred tax – 10.6

Exceptional tax and tax charge on exceptional items and property disposals (30.4) (4.7)

Total tax (credit)/charge (661.0) 160.6
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6 Taxation continued 
Factors affecting the tax charge for the year 
The tax assessed for the period is lower than the standard rate of corporation tax in the UK (30 per cent). The differences are explained below: 

 
2006

£m
2005

£m

Profit before tax  903.1 526.9

Profit on ordinary activities multiplied by the standard rate in the UK (30%)  270.9 158.1
UK capital allowances not reversing on sale  0.4 –
Disposals of properties and investments (9.5) (0.3)
Tax relief on items only appearing in subsidiary accounts (32.2) –
Prior year corporation tax items 0.2 (6.7)
Prior year deferred tax items 1.1 7.3
Expenses disallowed, net of capitalised interest (4.6) 1.9
REIT election – elimination of deferred tax balances (1,041.9) –
REIT election – entry charge 154.3 –
Untaxed dividends – (0.3)
Overseas taxation, including joint ventures 0.3 0.6

Total tax (credit)/charge (661.0) 160.6

Tax items that are taken directly to equity are shown in the Statement of Recognised Income and Expense. 

Factors that may affect future tax charges 
On 19 December 2006, the group notified HM Revenue & Customs of its intention to become a REIT with effect from 1 January 2007, and HM Revenue & 
Customs confirmed on 21 December 2006 that this notification had been validly made. Consequently, for future accounting periods for as long as the group 
continues to qualify as a REIT, the majority of the group's profits will no longer be subject to UK corporation tax, which will result in a significantly reduced tax 
charge each year. 

7 Profit for the financial year attributable to shareholders of Liberty International PLC 

Profits of £476.5 million are dealt with in the accounts of the holding company in respect of the year (2005 – £388.6 million). No income statement is 
presented for the company as permitted by Section 230 Companies Act 1985. 

 

8 Dividends  2006
£m

2005
£m

Ordinary shares 
Prior period final dividend paid of 15.25p per share (2005 – 14.1p)  51.1 44.7
Interim dividend paid of 13.75p per share (2005 – 13.0p) 46.3 41.6

Dividends paid 97.4 86.3

Proposed dividend of 17.25p per share (2005 – 15.25p) 62.4 51.1

The dividend proposed by the Board is the final dividend in respect of 2006 and is not accounted for until it has been approved at the Annual General 
Meeting. The amount will be accounted for as an appropriation of retained earnings in the year ending 31 December 2007. 

Details of the shares in issue and dividends waived are given in notes 23 and 24. 

 

9 Earnings per share 2006
millions

2005
millions

Weighted average ordinary shares in issue  340.0 322.1
Weighted average ordinary shares held by ESOP (1.5) (3.1)

Weighted average ordinary shares in issue for calculation of basic earnings per share 338.5 319.0
Weighted average ordinary shares to be issued on conversion of bonds and under employee incentive arrangements  15.0 31.5

Weighted average ordinary shares in issue for calculation of diluted earnings per share  353.5 350.5
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9 Earnings per share continued 2006 

£m 
2005

£m

Earnings used for calculation of basic earnings per share 1,564.1 366.3
Reduction in interest charge from conversion of bonds, net of tax   5.3 10.2

Earnings used for calculation of diluted earnings per share 1,569.4 376.5

  
Basic earnings per share (pence)  462.1p 114.8p

Diluted earnings per share (pence) 444.0p 107.4p

  
Earnings used for calculation of basic earnings per share 1,564.1 366.3
Add back exceptional finance costs 2.0 13.7
Add back REIT entry charge  154.3 –
Less other exceptional tax (30.4) (4.7)
Less gain on revaluation and sale of investment and development properties (586.5) (565.5)
(Less)/add back fair value movement on derivative financial instruments (163.5) 145.8
(Less)/add back deferred tax in respect of investment and development properties   (787.2) 166.1
Add back/(less) deferred tax in respect of derivative financial instruments 51.2 (43.7)
Less deferred tax on capital allowances (60.9) 17.2
Less gain on transfer of trading property to investment property, net of tax (28.5) –

Earnings used for calculation of adjusted earnings per share 114.6 95.2

Adjusted earnings per share (pence) 33.9p 29.8p

  
Earnings used for calculation of adjusted earnings per share  114.6 95.2
Reduction in interest charge from conversion of bonds, net of tax   5.3 10.2

Earnings used for calculation of adjusted, diluted earnings per share 119.9 105.4

Adjusted, diluted earnings per share (pence) 33.9p 30.1p

 

10 Investment and development property 
Freehold 

£m 

Leasehold over 
50 years 

 £m 
Total 

£m

At 31 December 2005 3,904.7 3,033.1 6,937.8
Additions 496.2 243.0 739.2
Disposals (102.7) (14.2) (116.9)
Transfers from trading property 92.4 16.3 108.7
Foreign exchange fluctuations (40.2) – (40.2)
Surplus on valuation  349.0 209.5 558.5

At 31 December 2006 4,699.4 3,487.7 8,187.1

 
 

 
Freehold 

£m 

Leasehold over 
50 years 

 £m 
Total 

£m

At 31 December 2004 3,174.4 2,123.2 5,297.6
Additions 334.5 767.6 1,102.1
Disposals – (40.4) (40.4)
Transfers from trading properties 2.5 – 2.5
Foreign exchange fluctuations 28.8 – 28.8
Surplus on valuation  380.2 182.7 562.9
Deficit on valuation  (15.7) – (15.7)

At 31 December 2005 3,904.7 3,033.1 6,937.8
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10 Investment and development property continued 

 
UK 
£m 

US
£m

Total
£m

Geographical analysis:   
At 31 December 2006  7,833.5 353.6 8,187.1

At 31 December 2005  6,607.4 330.4 6,937.8

Included within investment and development properties is £3.3 million (31 December 2005 – £8.0 million) of interest capitalised on developments and 
redevelopments in progress. 

The group’s interests in investment and development properties were valued as at 31 December 2006 by independent external valuers in accordance with 
the Appraisal and Valuation Manual of RICS, on the basis of market value. Market value represents the figure that would appear in a hypothetical contract of 
sale between a willing buyer and a willing seller. 

 

11 Plant and equipment 

 Cost 
£m 

Accumulated 
depreciation 

£m 

2006
Net
£m

2005
Net
£m

At 1 January 7.3 (6.7) 0.6 1.3
Additions 0.5 – 0.5 0.1
Charge for the year – (0.2) (0.2) (0.8)

At 31 December  7.8 (6.9) 0.9 0.6

Plant and equipment include vehicles, fixtures, fittings and other office equipment. 

 

12 Investment in group companies Company 
2006

£m

Company 
2005

£m

At 1 January 2,092.8 2,113.2
Additions  100.0 15.0
Disposals  (230.1) (35.4)

At 31 December 1,962.7 2,092.8

Investment in group companies includes equity and debt instruments. 

 

Joint ventures Group share 
2006

£m

Group share 
2005

£m

Summarised income statements 
Gross rental income  3.9 1.1

Net rental income 2.7 1.0
Property trading profits 11.4 –
Gain on revaluation and sale of investment and development property 4.9 –
Administration expenses (0.8) –
Net finance costs  (1.6) –
Tax (0.9) –

Profit after tax 15.7 1.0

Summarised balance sheets 
Non-current assets 284.7 57.7
Current assets 26.1 1.0
Partners’ loans 44.5 –
Current liabilities (10.2) (2.4)
Creditors: amounts falling due after more than one year (49.3) (34.1)

Net assets  295.8 22.2

All joint ventures are held equally with other joint venture investors on a 50:50 basis. In the UK joint ventures comprise the Xscape Braehead general 
partnership and the St David’s Limited Partnership. The Xscape Braehead general partnership was established in 2004, for investment in the Xscape Leisure 
Scheme at Braehead, Renfrew, Glasgow and has a 31 December year end. The St David’s Limited Partnership was established in 2004 for investment  
in the existing St David’s shopping centre, Cardiff, and development of a 967,000 sq. ft. retail-led mixed-use extension, and has a 31 December year end.  
All other joint ventures are registered in the United States and are in the business of property investment. Full details of all joint ventures will be attached  
to the company’s Annual Return to be filed with the Registrar of Companies. 
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13 Trading properties Group  

2006 
£m 

Group 
2005

£m

Undeveloped sites 45.2 82.6
Completed properties  – 50.0

 45.2 132.6

The estimated replacement cost of trading properties based on market value amounted to £49.9 million (31 December 2005 – £156.0 million). 

 

14 Trade and other receivables Group
 2006

£m

Group 
 2005 

£m 

Company 
2006 

£m 

Company 
2005

£m

Amounts falling due within one year:   
Rents receivable 26.1 20.8 – –
Amounts owed by subsidiary undertakings  – – 1,395.2 546.5
Derivative financial instruments 7.0 0.9 – –
Tax recoverable – – 15.2 11.6
Other receivables 42.3 21.5 1.3 3.9
Prepayments and accrued income 38.4 35.5 1.1 –

 113.8 78.7 1,412.8 562.0

Amounts falling due after more than one year:   
Other receivables 12.2 13.7 2.3 2.5
Derivative financial instruments 14.0 – – –
Prepayments and accrued income 55.2 52.0 – –

 81.4 65.7 2.3 2.5

Amounts owed by subsidiary undertakings are unsecured, repayable on demand and for amounts falling within formalised loan agreements, interest bearing. 

 

15 Investments Group  
2006 

£m 

Group 
2005

£m

Investment in equity shares – 3.0

At 31 December 2005 the group held short-term investment in equity shares which were fair valued through the income statement. 

 

16 Trade and other payables Group
 2006

£m

Group 
 2005 

£m 

Company 
2006 

£m 

Company 
2005

£m

Amounts falling due within one year:   
Trade payables – 0.1 – –
Amounts owed to subsidiary undertakings – – 118.7 123.0
Other taxes and social security  35.0 12.1 0.7 0.3
Other payables 91.6 22.0 – –
Rents received in advance 99.7 76.5 – –
Accruals and deferred income 93.2 101.7 3.8 4.3

 319.5 212.4 123.2 127.6

Amounts owed to subsidiary undertakings are unsecured, payable on demand and for amounts falling within formalised loan agreements, interest bearing. 
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17 Borrowings, including finance leases Group 

 2006 
£m 

Group 
 2005 

£m 

Company 
2006

£m

Company 
2005

£m

Amounts falling due within one year:   
Secured borrowings   
Bank loans and overdrafts 12.9 151.6 – –
Commercial mortgage backed securities (“CMBS”) notes 24.2 15.0 – –

Gross short-term debt 37.1 166.6 – –
Finance lease obligations 6.4 6.9 – –

Amounts falling due within one year 43.5 173.5 – –

Amounts falling due after more than one year:   
Secured borrowings – non recourse   
CMBS notes 2015 1,124.1 1,141.9 – –
CMBS notes 2011 639.7 547.5 – –
Bank loans 2016 512.9 – – –
Bank loan 2014 175.6 384.9 – –
Bank loans 2013 251.0 98.4 – –
Bank loan 2007 – 40.0 – –

 2,703.3 2,212.7 – –
Other secured borrowings   
Debentures 2027 (2005 – 2021 and 2027) 225.8 230.0 – –
Other loans 189.5 147.0 – –

 3,118.6 2,589.7 – –
Unsecured borrowings   
CSC bonds 2013 26.5 26.5 – –
CSC bonds 2009 41.3 41.0 – –

 3,186.4 2,657.2 – –
£111.3 million (2005 – £111.3 million) 3.95% convertible bonds due 2010 108.7 105.4 108.7 105.4

Gross long-term debt  3,295.1 2,762.6 108.7 105.4
Finance lease obligations 46.2 47.6 – –

Amounts falling due after more than one year 3,341.3 2,810.2 108.7 105.4

 
Total borrowings, including finance leases 3,384.8 2,983.7 – 105.4
Cash and cash equivalents (321.8) (70.8) – –

Net borrowings 3,063.0 2,912.9 108.7 105.4

Certain borrowings of the group’s property subsidiaries are secured by charges on specific property assets of those subsidiaries. 

The maturity profile of gross debt (excluding finance leases) is as follows: Group 
 2006 

£m 

Group 
 2005 

£m 

Company 
2006

£m

Company 
2005

£m

Wholly repayable within one year  37.1 166.6 – –
Wholly repayable in more than one year but not more than two years 41.8 81.3 – –
Wholly repayable in more than two years but not more than five years 951.3 291.7 108.7 105.4
Wholly repayable in more than five years 2,302.0 2,389.6 – –

 3,332.2 2,929.2 108.7 105.4

Certain borrowing agreements contain financial and other conditions that, if contravened, could alter the repayment profile. 

The group has various undrawn committed borrowing facilities. The facilities available at 31 December in respect of which all conditions precedent had been 
met were as follows: 

 
2006

£m
2005

£m

Expiring in more than two years 510.0 405.0

These undrawn facilities are available at floating rate based on LIBOR plus applicable margin. 
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18 Convertible debt 

3.95 per cent convertible bonds due 2010 (“the 3.95 per cent bonds”) 
On 16 October 2003, the company issued £240 million nominal 3.95 per cent bonds raising £233.4 million after costs. The holders of the 3.95 per cent 
bonds have the option to convert their bonds into ordinary shares at any time on or up to 23 September 2010 at 800p per ordinary share, a conversion rate 
of 12.5 ordinary shares for every £100 nominal of 3.95 per cent bonds. The 3.95 per cent bonds may be redeemed at par at the company’s option after  
14 October 2008, subject to the Liberty International ordinary share price having traded at 120 per cent of the conversion price for a specified period, or  
at anytime once 85 per cent by nominal value of the bonds originally issued have been converted or cancelled. Unless otherwise converted, cancelled or 
redeemed the 3.95 per cent bonds will be redeemed by Liberty International at par on 30 September 2010. 

On 8 December 2005 Liberty International PLC announced that it would offer £60 per £1,000 of bonds to holders of outstanding £240 million 3.95 per cent 
convertible bonds due 2010 to convert into ordinary shares. 

Conversion notices were accepted by the company in respect of £128.7 million of bonds, representing 53.6 per cent of the £240 million of bonds 
outstanding on 16 December 2005. The company paid a sum of £7.7 million which, together with costs of £0.7 million, resulted in an exceptional finance 
charge of £8.4 million. 

The bonds converted into 16.1 million new ordinary shares of the company on the basis of 125 shares for £1,000 of bonds, increasing the company’s issued 
ordinary share capital by 5 per cent from 321.7 million to 337.8 million ordinary shares. 

The remaining equity component of the convertible debt at 31 December 2006 is £9.1 million (2005 – £9.1 million). 

The outstanding convertible bonds may be redeemed at par on 30 September 2007 at the option of the bondholders. 

The net proceeds received from the initial issue of the convertible bonds have been split between the liability element and an equity component, representing 
the fair value of the embedded option to convert the liability into equity as follows: 

 Group and company 

 
2006 

£m 
2005

£m

Net proceeds of convertible bonds issued 233.5 233.5
Equity component (19.6) (19.6)

Liability component at date of issue 213.9 213.9
Cumulative amortisation 16.6 13.3
Liability component of conversion (121.8) (121.8)

Liability component at 31 December 108.7 105.4

The effective interest rate on the liability component at 31 December 2006 was 7.1 per cent (2005 – 7.1 per cent). 

 

19 Finance lease obligations Group  
2006 

£m 

Group 
2005

£m

(a) Minimum lease payments under finance leases fall due:  
Not later than one year 6.4 6.9
Later than one year and not later than five years 26.0 26.2
Later than five years  122.4 127.6

 154.8 160.7
Future finance charges on finance leases (102.2) (106.2)

Present value of finance lease liabilities 52.6 54.5

(b) Present value of minimum finance lease obligations  
Not later than one year 6.4 6.9
Later than one year and not later than five years 23.2 24.1
Later than five years  22.9 23.5

 52.6 54.5

Finance lease liabilities are in respect of leasehold investment property. Many leases provide for payment of contingent rent in addition to the rents above, 
usually a proportion of net rental income. 

Finance lease liabilities are effectively secured obligations, as the rights to the leased asset revert to the lessor in the event of default. 
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20 Financial instruments 

Treasury policy 
The group enters into derivative transactions such as interest rate swaps and forward foreign exchange contracts in order to help manage the financial risks 
arising from the group’s activities. The main risks arising from the group’s financing structure are interest rate risk, liquidity risk and market price risk, the latter 
in respect of both interest rates and foreign exchange. The policies for managing each of these risks and the principal effects of these policies on the results 
for the year are summarised below. 

Interest rate risk 
Group debt carries both fixed and floating interest rates. Bank debt is typically at floating rates linked to LIBOR for the relevant currency. Bond debt and other 
capital markets debt is generally at fixed rates. The group’s policy is to eliminate substantially all exposure to interest rate fluctuations in order to establish 
certainty over long-term cash flows. Short-term debtors and creditors and investments are not directly exposed to interest rate risk. 

Liquidity risk 
The group’s policy is to minimise refinancing risk. At 31 December 2006, the maturity profile of group debt showed an average maturity of eight years  
(2005 – eight years). The group will often pre-fund capital expenditure by arranging facilities or raising debt in the capital markets, placing surplus funds on 
deposit until required for the project. Efficient treasury management and strict credit control minimise the costs and risks associated with this policy which 
ensures that funds are available to meet commitments as they fall due. 

Market price risk 
The group is exposed to market price risk through interest rate and currency fluctuations. 

Interest rates 
The group’s policy is to substantially eliminate risk in respect of changes in interest rates such that over the longer term changes in interest rates will have little  
or no impact on reported profits. As a consequence, the group is exposed to market price risk in respect of the fair value of its fixed rate financial instruments. 

Foreign exchange 
The group held investments in the US during the year. The group seeks to minimise market price risk in respect of foreign exchange movements.  
The group’s policy is, to as far as practical, hedge the net investment in non-sterling assets. This is done by matching borrowings in US dollars and  
through entering into cross-currency interest rate swaps and forward foreign exchange contacts. 

Financial assets 
Financial assets are disclosed in notes 14, 15 and below. 

The group has no significant concentration of credit risk as exposure is spread over a large number of counterparties and customers. 

The credit risk in liquid funds and derivative financial instruments is limited because the counter parties are banks with high credit ratings assigned  
by international credit rating agencies. 

The group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of allowances for  
doubtful receivables. 

The group’s financial assets, which represent its total exposure to credit risk, are cash and near cash investments, debtors and other investments. 

Periodically the group enters into equity-linked derivative “contracts for difference”. The market value of the equities underlying such contracts at  
31 December 2006 was £nil (2005 – £11.1 million). The market value of these contracts is £nil (2005 – £0.7 million) and the differences are cash  
settled monthly. 

Fair values of financial instruments 
Financial assets and liabilities comprise long-term borrowings and other payables, derivative instruments, cash, receivables and investments. The fair values 
of financial assets and liabilities have been established using the market value, where available. For those instruments without a market value, a discounted 
cash flow approach has been used. Where no amount is disclosed in the table below, there is no material difference between the balance sheet value and 
the fair value. 

Group Group 

As at 31 December 2006 As at 31 December 2005 

 

Balance sheet 
value  

£m 
Fair value  

£m 

Balance
sheet value 

£m
Fair value 

£m

Debentures and other fixed rate loans   
Sterling   
C&C 5.562% debenture 2027 225.8 348.8 – –
C&C 9.875% debenture 2027 – – 150.0 233.1
C&C 11.25% debenture 2021 – – 80.0 126.9
CSC 6.875% unsecured bonds 2013 26.5 25.4 26.5 28.0
CSC 5.75% unsecured bonds 2009 41.3 42.0 41.0 41.0
US dollars   
Fixed rate loans* 164.0 169.1 156.7 162.4

 457.6 585.3 454.2 591.4

Convertible bonds – fixed rate (note 18) 108.7 195.4 105.4 141.0

*Local currency balance sheet value US$321.0 million, weighted average interest rate 5.68 per cent (2005 – US$269.0 million, 5.87 per cent). 
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20 Financial instruments continued 

The adjustment in respect of the above, after credit for tax relief, to the diluted net assets per share (which does not require adjustment for the fair value of 
convertible bonds) would amount to 24p per share (2005 – 27p). 

Derivative financial instruments Group  

 
2006 

£m 
2005 

£m

Non current assets (note 14) 14.0 –
Current assets (note 14) 7.0 0.9
Current liabilities (4.6) (21.6)
Non-current liabilities (128.9) (259.5)

 (112.5) (280.2)

Of the movement in the balance sheet value of derivative financial instruments during the year of £167.7 million, £4.2 million has been charged to finance costs. 

Interest rate swaps 
The notional principal amount of the outstanding swap agreements at 31 December 2006 is £4,724 million (2005 – £4,052 million). The table below 
summarises the interest rate swaps in place at 31 December 2006: 

 

Notional 
principal 

£m 

Average 
contracted rate

%

Sterling – pay fixed and receive floating  
Effective after:  
1 year  3,055 5.31
5 years 3,153 5.16
10 years 2,075 4.75
15 years 1,750 4.63
20 years 1,750 4.63
25 years 1,275 4.43

The net interest payable or receivable on interest rate swaps is settled quarterly or semi-annually. Currency and interest rate swap agreements are held by 
the group to hedge the net investment in the US. Under these contracts which expire in 2007 and 2009 the group pays fixed rate US interest at 4.88 per 
cent (weighted average) and receives fixed rate sterling interest at 4.82 per cent (weighted average). 

The fair value of the net investment hedge at 31 December 2006 is an asset of £21.5 million (2005 – asset of £6.4 million). 

At 31 December 2006, the net exposure to foreign currencies was US$80.9 million (2005 – US$15.1 million). 

21 Deferred tax liabilities 

Income taxes 
Under IAS 12 (Income Taxes), provision is made for the deferred tax liability associated with the revaluation of investment properties at the corporate tax rate 
expected to apply to the group at the time of use. For those properties qualifying as REIT properties the relevant tax rate will be 0 per cent (2005 – 30 per 
cent), for other UK properties the relevant tax rate will remain 30 per cent and for overseas properties the relevant tax rate will be the prevailing corporate tax 
rate in that country. This change in the relevant tax rate on the group becoming a REIT resulted in the elimination of £834.2 million of the 31 December 2005 
deferred tax liability. Of this, £838.9 million was credited to the income statement and £4.7 million was debited to reserves. Had the group not become a 
REIT, the deferred tax liability at 31 December 2006 would have been £1,078.0 million, and so the impact on deferred tax of the group becoming a REIT  
is a £1,041.9 million liability being released to the income statement and a £4.7 million asset being released to reserves.  

The deferred tax provision on the revaluation of investment properties calculated under IAS 12 is £32.1 million at 31 December 2006 (2005 – £817.4 million). 
This IAS 12 calculation does not reflect the expected amount of tax that would be payable if the assets were sold. The group estimates that calculated on  
a disposal basis the liability is £49.1 million at 31 December 2006 (2005 – £642.5 million). If upon sale the group retained all the capital allowances, which  
is within the control of the group, the deferred tax provision in respect of capital allowances of £31.8 million may also be released, and further capital 
allowances of £24.4 million may be available to reduce the amount of tax payable on sale.  

Where gains such as revaluation of development properties and other assets and actuarial movements on pension funds are dealt with in reserves, any 
deferred tax is also dealt with in reserves. 

Movements in the provision for deferred tax As at
31 December

2005
£m

Recognised  
in income 

£m 

Recognised  
in equity 

£m 

As at
31 December

2006
£m

Revaluation of investment and development property 817.4 (787.2) 1.9 32.1
Capital allowances 95.7 (60.9) (3.0) 31.8
Derivative financial instruments (83.4) 51.2 – (32.2)
Other temporary differences 26.5 (17.6) 0.2 9.1

Net deferred tax provision 856.2 (814.5) (0.9) 40.8
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21 Deferred tax liabilities continued As at 

31 December 
2004 

£m 

Recognised  
in income 

£m 

Recognised 
in equity

£m

As at
31 December

2005
£m

Revaluation of investment and development property 653.8 168.3 (4.7) 817.4
Capital allowances 76.2 17.2 2.3 95.7
Derivative financial instruments (39.7) (43.7) – (83.4)
Other temporary differences 18.6 8.7 (0.8) 26.5

Net deferred tax provision 708.9 150.5 (3.2) 856.2

All deferred tax balances are expected to be recovered after more than one year. 

 

22 Other provisions for liabilities and charges Group 
2006 

£m 

Group 
2005 

£m 

Company
2006

£m

Company
2005

£m

At 1 January 6.8 17.2 1.8 0.6
Net charge for the year 0.3 1.2 – –
Other movements (2.2) (11.6) (1.0) 1.2

At 31 December  4.9 6.8 0.8 1.8

Of the above provisions for liabilities and charges, £5.3 million falls due between two and five years (2005 – £5.0 million). 

 

Company and Group 23 Share capital and share premium 

2006
£m

2005
£m

Authorised 
500,000,000 ordinary shares of 50p each  250.0 250.0

 

 

Share 
capital

£m

Share
premium

£m

As at 31 December 2004 – 321,688,298 ordinary shares of 50p each 160.8 529.4
Bond conversions 8.1 124.1

As at 31 December 2005 – 337,772,673 ordinary shares of 50p each 168.9 653.5
Shares issued 12.5 322.1

At 31 December 2006 – 362,772,673 ordinary shares of 50p each 181.4 975.6

During the year, the company issued 25 million shares at £13.50 with a nominal value of £12.5 million, raising £334.6 million after costs. 

As at 9th February 2007, the company had an unexpired authority to repurchase shares up to a maximum of 33,777,267 shares with a nominal value of 
£16.9 million. 

Included within the issued share capital as at 31 December 2006 are 1,106,525 ordinary shares (2005 – 2,394,935) held by the Trustee of the Employee 
Share Ownership Plan (“ESOP”) which is operated by the company (note 24). The nominal value of these shares is £0.6 million (2005 – £1.2 million). 

24 Treasury shares 

Treasury shares represent the cost of shares in Liberty International PLC purchased in the market and held by the Trustee of the Employee Share Ownership 
Plan (ESOP) operated by the company. 

The purpose of the ESOP is to acquire and hold shares which will be transferred to employees in the future under the group’s employee incentive 
arrangements as described in note 36 and the Director’s remuneration report on pages 72 to 76. Dividends of £0.6 million (2005 – £0.8 million) have been 
waived by agreement. 

Company and Group Company and Group 

 
2006 

Number 
2006 

£m 
2005

Number
2005

£m

At 1 January 2.4 (13.2) 4.4 (23.3)
Acquired in the year 0.1 (1.0) 0.1 (1.1)
Disposed of on exercise of options (1.4) 7.8 (2.1) 10.7
Other – – – 0.5

At 31 December  1.1 (6.4) 2.4 (13.2)
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25 Retained earnings Group

2006
£m

Group 
2005 

£m 

Company 
2006 

£m 

Company
2005

£m

At 1 January 1,856.6 1,577.6 1,456.3 1,156.1
Retained profit 1,466.7 280.0 379.1 302.3
Actuarial gains/(losses) on defined benefit pension schemes 0.7 (2.6) 0.7 (2.6)
Tax on items taken directly to equity (4.9) 0.8 (0.2) 0.8
Other movements (11.5) 0.8 85.9 (0.3)

At 31 December 3,307.6 1,856.6 1,921.8 1,456.3

 

26 Convertible bond reserve 

 
Group 

£m 
Company

£m

At 31 December 2006 and 2005 9.1 9.1

 

27 Other non-distributable reserves Capital 
redemption 

reserve
£m

Translation 
reserve 

£m 
Other 

£m 
Total

£m

Group   
At 31 December 2004 61.5 1.2 207.4 270.1
Deficit on revaluation of development property – – (15.7) (15.7)
Tax on items taken directly to equity – – 4.7 4.7
Other movements – – (0.9) (0.9)

At 31 December 2005 61.5 1.2 195.5 258.2
Foreign exchange – (1.9) – (1.9)
Other movements – – 8.8 8.8

At 31 December 2006 61.5 (0.7) 204.3 265.1

 
Capital 

redemption 
reserve

£m

Translation 
reserve 

£m 
Other 

£m 
Total

£m

Company   
At 31 December 2004 61.5 – 86.3 147.8
Other movements – – (1.0) (1.0)

At 31 December 2005 61.5 – 85.3 146.8
Foreign exchange – 1.0 – 1.0
Other movements – – (85.9) (85.9)

At 31 December 2006 61.5 1.0 (0.6) 61.9
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28 Summaries of changes in equity Group 

2006 
£m 

Group 
2005 

£m 

Company
2006

£m

Company
2005

£m

Opening equity shareholders’ funds  2,933.1 2,534.2 2,421.4 1,990.4
Bond conversions – 121.7 – 121.7
Issue of shares 342.4 11.2 342.4 11.2
Cancellation of shares (1.0) (1.1) (1.0) (1.1)

 3,274.5 2,666.0 2,762.8 2,122.2
Total recognised income and expense for the period 1,555.3 353.4 478.0 385.5

 4,829.8 3,019.4 3,240.8 2,507.7
Dividends paid (97.4) (86.3) (97.4) (86.3)

Closing equity shareholders’ funds 4,732.4 2,933.1 3,143.4 2,421.4

 

29 Net assets per share 2006 2005

Net assets per share (basic) 1308p 875p

Net assets per share (diluted, adjusted) 1327p 1188p

 
 

2006  
Net assets 

£m 

2006 
Shares  
million 

2005 
Net assets

£m

2005
Shares
million

Basic 4,732.4 361.7 2,933.1 335.4
Adjustments:   
Fair value of derivative financial instruments   112.5 – 280.2 –
Unrecognised surplus on trading properties  4.7 – 23.4 –
Tax on the above (32.1) – (92.8) –
Deferred tax on revaluation surpluses 32.1 – 817.4 –
Deferred tax on capital allowances 31.8 – 95.7 –

Adjusted  4,881.4 361.7 4,057.0 335.4
Effect of dilution:   
On conversion of bonds 108.7 13.9 105.4 13.9
On exercise of options 12.3 1.5 17.9 2.7

Diluted, adjusted 5,002.4 377.1 4,180.3 352.0

30 Capital commitments 

At 31 December 2006, the group was contractually committed to £127.0 million (2005 – £69.9 million) of future expenditure for the purchase, construction, 
development and enhancement of investment property. 

The group’s share of joint venture commitments included above at 31 December 2006 was £9.0 million (2005 – £13.6 million). 

31 Contingent liabilities 

At 31 December 2006, there were no contingent liabilities of which the Directors are aware (2005 – nil), either of the group or of the joint ventures in which 
the group holds an investment. 
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32 Principal subsidiary undertakings 

Company and principal activity Class of share capital % held

Capital Shopping Centres PLC* (property) and its principal subsidiary undertakings: Ordinary shares of 50p each 100*
 Braehead Glasgow Limited (property) “A” Ordinary shares of £1 each 100
 “B” Ordinary shares of 1.3 Euros each 100
 Braehead Park Investments Limited (property) Ordinary shares of £1 each 100
 Braehead Park Estates Limited (property) Ordinary shares of £1 each 100
 Chapelfield LP Limited (property)  Ordinary shares of £1 each 100
 CSC (Eldon Square) Limited (property) Ordinary shares of £1 each 100
 CSC Harlequin Limited (property) Ordinary shares of £1 each 100
 CSC Lakeside Limited (property)  Ordinary shares of £1 each 100
 CSC Enterprises Limited (commercial promotion) Ordinary shares of £1 each 100
 CSC MetroCentre Limited (property) Ordinary shares of £1 each 100
 CSC Properties Investments Limited (property) Ordinary shares of £1 each 100
 CSC Bromley Limited (property)  Ordinary shares of £1 each 100
 CSC Potteries Limited (property)  Ordinary shares of £1 each 100
Capital & Counties Limited (property)  Ordinary shares of 25p each 100
Capital & Counties Debenture PLC (financing) and its subsidiary undertakings: Ordinary shares of £1 each 100
 C&C Properties 2021 Limited (property) Ordinary shares of £1 each 100
 C&C Properties 2027 Limited (property) Ordinary shares of £1 each 100
 Capcount Kensington Limited (property) Ordinary shares of £1 each 100
 Liberty Retail Properties Limited (property) Ordinary shares of £1 each 100
C&C Management Services Limited (property services)  Ordinary shares of £1 each 100
CSC Management Services Limited (property services)  Ordinary shares of £1 each 100
C&C Properties UK Limited (property) and its principal subsidiary undertakings: Ordinary shares of £1 each 100
 Kestrel Properties Limited (property) Ordinary shares of £1 each 100

C&C Greenwich Limited (property) Ordinary shares of £1 each 100
Capital & Counties CG Limited (property) Ordinary shares of £1 each 100
Capvestco Limited (property and financing) (Jersey) and its principal subsidiary undertakings: Ordinary shares of £1 each 100
 C&C Properties Jersey Limited (property) (Jersey)  Ordinary shares of £1 each 100
 CSC Uxbridge (Jersey) Limited (property) (Jersey) Ordinary shares of £1 each 100
 Capital Enterprise Centres (Jersey) Limited (property) (Jersey) Ordinary shares of £1 each 70
 Belside Limited (property) (Jersey) Ordinary shares of £1 each 100
 Curley Limited (property) (Jersey)  Ordinary shares of £1 each 100
 Steventon Limited (property) (Jersey) Ordinary shares of £1 each 100
Liberty International Asset Management Limited (asset management) Ordinary shares of £1 each 100
Liberty International Group Treasury Limited (treasury management) Ordinary shares of £1 each 100
Liberty Payments Limited (service company) Ordinary shares of £1 each 100
C&C (US) No.1, Inc (property) (USA) Class A Common Stock of US$1 par value, £1 face value 100
 Class B Common Stock of US$1 par value, £20,000 face value 100

* 82.5 per cent held by Liberty International PLC, and 17.5 per cent held by Liberty International Financial Services Limited. 

The companies listed above are those subsidiary undertakings whose results or financial position, in the opinion of the Directors, principally affected the 
figures in the company’s annual accounts. A full list of related undertakings will be annexed to the company’s next annual return. 

Companies are incorporated and registered in England and Wales unless otherwise stated. All subsidiary undertakings have been included in the 
consolidated results. 
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33 Related party transactions 

Transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation for the group.  

Key management compensation is disclosed in note 36. 

Significant transactions between the parent company and its subsidiaries are shown below: 

Subsidiary Nature of transaction  
2006

£m
2005

£m

TAI Investments Limited Dividend  22.4 106.3
Liberty International Holdings Limited Dividend  31.3 134.4
Conduit Insurance Holdings Limited Dividend  24.2 115.0
C&C Properties UK Ltd Dividend  24.7 –
C&C Management Services Limited Dividend  0.1 –
Capital & Counties Australia (Holdings) Limited Dividend  14.8 –
Capital Shopping Centres PLC Dividend  301.5 36.4
 Interest receivable on bonds  16.8 17.0
 Re-charges  2.3 2.5
Capital & Counties Limited Investment income  – 4.8
 Re-charges  1.0 1.1
 Interest payable  (1.4) (1.4)
Liberty International Group Treasury Limited  Interest receivable  19.1 11.4

 
Significant balances outstanding between the parent company and its subsidiaries are shown below: 

Amounts owed by subsidiaries Amounts owed to subsidiaries 

Subsidiary 
2006 

£m 
2005 

£m 
2006

£m
2005

£m

Liberty International Group Treasury Limited  1,210.9 381.9 – –
C&C (Australia) Holdings Limited  – – (4.4) (20.4)
Capital & Counties Limited 12.9 22.6 (60.0) (60.0)
Conduit Insurance Holdings Limited 16.0 16.0 – –
Liberty International Holdings Limited 132.8 132.8 – –
TAI Investments Limited – – (42.6) (42.6)
Capital Shopping Centres PLC 2.8 2.7 – –
Liberty International Asset Management Limited 0.7 0.4 – –
Capcount Trading Limited – – (2.3) (2.3)
Greenhaven Industrial Properties Limited – – (7.9) (7.9)
C&C Properties UK Limited – – (1.4) (0.8)

34 Directors’ emoluments 

The details of individual Directors’ remuneration and pension benefits as set out in the tables contained in the Directors’ remuneration report on  
pages 72 to 76 form part of these financial statements. Details of gains made on exercise of share options are contained in note 35. 

35 Directors’ interests 

(a) In shares and bonds in Liberty International Group Companies 
The number of ordinary shares of the company in which the Directors were beneficially interested were: 

 2006* 2005*

J.G. Abel 112,117 132,523
R.W.T. Buchanan 37,088 37,088
D.P.H. Burgess 19,250 19,250
R.M. Cable 18,417 22,465
K.E. Chaldecott 44,237 27,375
R.G. Finch  15,712 7,712
D.A. Fischel 337,290 309,126
G.J. Gordon 1,530,000 1,486,891
I.D. Hawksworth – –
I.J. Henderson 10,000 10,000
L. James 10,700 6,500
M. Rapp 7,929 7,929
R.O. Rowley 1,000 1,000
N. Sachdev – –
A.C. Smith  165,970 150,466

*  or date of appointment if later. 
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35 Directors’ interests continued 

Liberty International PLC ordinary shares of 50p each 
Conditional awards of shares have been made under the company’s annual bonus scheme. 

The awards comprise “restricted” shares and “additional” shares, the latter equal to 50 per cent of the restricted and Share Incentive Plan shares (see below) 
combined. These shares will be released two and four years respectively after the date of the award provided the individual Director has remained in service. 

Awards to Executive Directors under the scheme to date have been as follows: 

 Award date 
Market price at 
award (pence) Vesting date

Market price at 
vesting (pence)

At 
31 December

2005 Lapsed Vested Awarded+ 

At 
31 December 

2006*

R.M. Cable 01/03/2006 1099 01/03/2010 – – – 2,593 2,593 
 16/03/2005 978 01/03/2009 1,323 – – – 1,323 
 01/03/2004 728 01/03/2008 1,648 – – – 1,648 
 01/03/2003 565 01/03/2007 1,925 – – – 1,925 
 20/02/2002 545 20/02/2006 1079 1,858 – 1,858 – – 
 01/03/2006 1099 01/03/2008 – – – 5,187 5,187 
 16/03/2005 978 01/03/2007 2,339 – – – 2,339 
 01/03/2004 728 01/03/2006 1122 2,885 – 2,885 – – 

      

K.E. Chaldecott 01/03/2006 1099 01/03/2010 – – – 2,866 2,866 
 16/03/2005 978 01/03/2009 1,380 – – – 1,380 
 01/03/2004 728 01/03/2008 1,700 – – – 1,700 
 01/03/2003 565 01/03/2007 1,925 – – – 1,925 
 20/02/2002 545 20/02/2006 1079 1,858 – 1,858 – – 
 01/03/2006 1099 01/03/2008 – – – 5,732 5,732 
 16/03/2005 978 01/03/2007 2,454 – – – 2,454 
 01/03/2004 728 01/03/2006 1122 2,988 – 2,988 – – 

      

D.A. Fischel 01/03/2006 1099 01/03/2010 – – – 9,218 9,218 
 16/03/2005 978 01/03/2009 2,001 – – – 2,001 
 01/03/2004 728 01/03/2008 3,915 – – – 3,915 
 01/03/2003 565 01/03/2007 4,779 – – – 4,779 
 20/02/2002 545 20/02/2006 1079 6,422 – 6,422 – – 
 01/03/2006 1099 01/03/2008 – – – 18,437 18,437 
 16/03/2005 978 01/03/2007 3,695 – – – 3,695 
 01/03/2004 728 01/03/2006 1122 7,418 – 7,418 – – 

      

J.I. Saggers ** 16/03/2005 978 01/03/2009 1,725 – – – 1,725 
 01/03/2004 728 01/03/2008 1,500 – – – 1,500 
 01/03/2003 565 01/03/2007 1,841 – – – 1,841 
 20/02/2002 545 20/02/2006 1079 2,385 – 2,385 – – 
 16/03/2005 978 01/03/2007 3,144 – – – 3,144 
 01/03/2004 728 01/03/2006 1122 2,588 – 2,588 – – 

      

A.C. Smith 01/03/2006 1099 01/03/2010 – – – 4,232 4,232 
 16/03/2005 978 01/03/2009 1,132 – – – 1,132 
 01/03/2004 728 01/03/2008 2,215 – – – 2,215 
 01/03/2003 565 01/03/2007 2,549 – – – 2,549 
 20/02/2002 545 20/02/2006 1079 3,394 – 3,394 – – 
 01/03/2006 1099 01/03/2008 – – – 8,463 8,463 
 16/03/2005 978 01/03/2007 1,958 – – – 1,958 
 01/03/2004 728 01/03/2006 1122 4,018 – 4,018 – – 

*  or date of cessation if earlier. 

** All bonus shares outstanding at 26 October 2006 vested on 27 October 2006. 

+ Bonus shares in respect of the year ended 31 December 2005 awarded in February 2006. Details of bonus shares awarded in respect of the year ended 31 December 2006  
are given on page 76 of the Directors’ remuneration report. 
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35 Directors’ interests continued 

Awards are also made under the company’s Share Incentive Plan (SIP). The SIP shares can be released three years after the date of the award provided  
the individual Director has remained in employment but the shares should continue to be held in trust for a further two years in order to qualify for tax 
advantages. The dividend payable in respect of the shares held in trust is used to purchase additional shares, known as Dividend Shares, which are also  
held in trust. 

At 
31 December 

2005 Vested Lapsed Awarded+ 

Partnership, 
matching and 

dividend 
shares

At  
31 December 

2006*

J.G. Abel 1,779 1,779 – – – –
R.M. Cable 2,891 – – 272 280 3,443
K.E. Chaldecott 2,891 – – 272 280 3,443
D.A. Fischel 2,891 – – 272 280 3,443
J.I. Saggers 2,891 – – – 273 3,164
A.C. Smith  2,891 – – 272 280 3,443

*   or date of cessation of directorship if earlier. 

+ SIP shares in respect of the year ended 31 December 2005 awarded in February 2006. Details of SIP shares awarded in respect of the year ended 31 December 2006 are given 
on page 76 of the Directors’ remuneration report. 

(b) In share options in the company 
The following Directors had options to subscribe for shares in the company: 

Director 
Year  

granted 
Option price 

pence

Held at
31 December

2005
Granted 

in year
Exercised  

in year 

Held at  
31 December  

2006* Exercisable between

The Liberty International PLC  
 Incentive Share Option  
 Scheme 1999 

   

R.M. Cable 2003 565 50,000 – 50,000 – 21/02/06–21/02/13
 2004 698 25,000 – – 25,000 19/02/07–19/02/14

K.E. Chaldecott 2003 565 50,000 – 50,000 – 21/02/06–21/02/13
 2004 698 25,000 – – 25,000 19/02/07–19/02/14

D.A. Fischel 1999 475 21,000 – – 21,000 11/08/02–11/08/09
 2001 512 100,000 – 100,000 – 22/02/04–22/02/11
 2002 545 69,496 – – 69,496 20/02/05–20/02/12
 2003 565 50,000 – – 50,000 21/02/06–21/02/13

J.I. Saggers 2002 545 50,000 – 50,000 – 20/02/05–20/02/12
 2003 565 34,691 – 34,691 – 21/02/06–21/02/13

A.C. Smith 2002 545 50,000 – 50,000 – 20/02/05–20/02/12
 2003 565 40,000 – – 40,000 21/02/06–21/02/13

The Liberty International PLC  
 Executive Share Option  
 Scheme 1999 

   

D.A. Fischel 2002 545 5,504 – – 5,504 20/02/05–20/02/12
J.I. Saggers 2003 565 5,309 – 5,309 – 21/02/06–21/02/13

* or date of cessation of directorship if earlier. 

Mrs K.E. Chaldecott exercised options on 22 February 2006, at a market price of 1077p per share, at which time the difference between the exercise price 
and market price was in aggregate £255,956. Mr J.I. Saggers exercised options on 22 February 2006, at a market price of 1077p per share, at which time 
the difference between the exercise price and market price was in aggregate £265,956. Mr J.I. Saggers also exercised options on 11 August 2006, at a 
market price of 1110p per share at which time the difference between the exercise price and market price was in aggregate £219,472. Mr R.M. Cable 
exercised options on 17 March 2006, at a market price of 1147p per share at which time the difference between the exercise price and market price was in 
aggregate £291,000. Mr D.A. Fischel exercised options on 20 March 2006, at a market price of 1150p per share at which time the difference between the 
exercise price and market price was in aggregate £638,000. Mr A.C. Smith exercised options on 20 March 2006, at a market price of 1150p per share at 
which time the difference between the exercise price and market price was in aggregate £302,500. 

The aggregate gains made by Directors on the exercise of options is £2.0 million (2005 – £3.4 million). 

The market price of Liberty International ordinary shares at 31 December 2006 was 1396p and during the year the price varied between 973p and 1414p. 

(c) No Director had any dealings in the shares of any group company between 31 December 2006 and 28 February 2007, being a date less than one month 
prior to the date of the notice convening the Annual General Meeting. 

Other than as disclosed in these accounts, no Director of the company had a material interest in any contract (other than service contracts), transaction or 
arrangement with any group company during the year ended 31 December 2006. 
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36 Employees’ information 2006 

£m 
2005

£m

Wages and salaries 24.6 26.1
Social security costs  3.3 2.4
Other pension costs  1.7 2.1

 29.6 30.6

At 31 December 2006 the number of persons employed was 384 (2005 – 833). The average number of persons employed during the year was: 

 
2006 

Number 
2005

Number

Liberty International PLC 84 83
Capital Shopping Centres 336 632
Capital & Counties 95 96

 515 811

 

Key management* compensation 
 

2006 
£m 

2005
£m

Salaries and short-term employee benefits 5.2 3.9
Pensions and other post-employment benefits 0.4 0.5
Share-based payment 0.9 0.9

 6.5 5.3

* Key management comprises the Directors of Liberty International and Capital & Counties, the Executive Directors of Capital Shopping Centres, the Company Secretary and the 
President of C&C USA Inc. 

Share options 
Options to subscribe for ordinary shares under the Liberty International Holdings PLC Incentive Share Option Scheme 1990, the Liberty International PLC 
Incentive Share Option Scheme 1999 and the Liberty International PLC Executive Share Option Scheme 1999, were outstanding as set out below. The 
vesting period of the options is three years. Exercise is subject to meeting an earnings per share (“EPS”) performance condition. The performance condition 
requires smoothed earnings growth equal to or greater than 5 per cent per annum (or, if greater in any year, 120 per cent of the percentage increase in the 
Retail Price Index) over a minimum three year comparison period. “Smoothed” earnings excludes exceptional and trading profits above a certain level. If the 
option remains unexercised after a period of 10 years from the date of grant, the options expire. Furthermore, options are forfeited if the employee leaves the 
group before the options vest. 

2006 2005 

 Number

Weighted 
average 
exercise  

price Number 

Weighted 
average 
exercise 

price 

At 1 January 2,430,310 581p 4,425,809 551p
Options granted – – – –
Options exercised (1,221,724) 548p (1,923,999) 511p
Options expired/lapsed (15,000) 698p (71,500) 624p

At 31 December 1,193,586 613p 2,430,310 581p

The average share price during the year was 1155.5p (2005 – 967.5p). Of the 1,193,586 outstanding options at 31 December 2006 (2005 – 2,430,310), 
685,154 were exercisable (2005 – 947,378). 
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36 Employees’ information continued 

The options outstanding at 31 December 2006 were exercisable between 419p and 785p per share and have a weighted average remaining contractual life 
of seven years. 

Date of grant Scheme

Price  
per share  

pence 

Ordinary 
shares 

Number Exercisable between

12 March 1999  1990 419 17,500 2002 and 2009
11 August 1999 ISOS 1999 475 28,000 2002 and 2009
3 March 2000 ISOS 1999 406 45,000 2003 and 2010
22 February 2001 ESOS 1999 512 10,999 2004 and 2011
22 February 2001 ISOS 1999 512 35,983 2004 and 2011
20 February 2002 ESOS 1999 545 6,869 2005 and 2012
20 February 2002 ISOS 1999 545 100,860 2005 and 2012
6 March 2002 ISOS 1999 567 119,709 2005 and 2012
21 February 2003 ESOS 1999 565 13,386 2006 and 2013
21 February 2003 ISOS 1999 565 274,848 2006 and 2013
19 February 2004 ESOS 1999 698 30,057 2007 and 2014
19 February 2004 ISOS 1999 698 485,375 2007 and 2014
29 July 2004 ESOS 1999 785 3,821 2007 and 2014
29 July 2004 ISOS 1999 785 21,179 2007 and 2014

Total  1,193,586

There were no options granted during 2006 or 2005. 

Share awards 
Conditional awards of Additional and Restricted shares are made under the company’s annual bonus schemes. 

Awards are also made under the company’s Share Incentive Plan (SIP). The SIP shares can be released three years after the date of the award provided  
the individual employee has remained in employment but the shares must then be held in trust for a further two years in order to qualify for tax advantages.  
The dividend payable in respect of the shares held in trust is used to purchase additional shares, known as Dividend Shares, which are also held in trust.  

The number of share awards granted in the year as at the date of grant are set out below. 

 
2006

Number
2005

Number

Annual bonus scheme: 
SIP 28,128 34,065
Restricted  96,239 55,117
Additional  59,676 44,656

The fair values of share awards were determined by the market price of the shares at the date of grant. 

The number of awards outstanding at 31 December 2006 are shown below. 

Annual bonus scheme SIP Restricted Additional

2002 Liberty International 25,675 – –
2003 Liberty International 21,260 – 36,785
2004 Liberty International 27,083 – 36,984
2005 Liberty International 22,725 43,818 33,191
2006 Liberty International 25,235 91,004 55,753

Total  121,978 134,822 162,713

A total of 1,106,525 ordinary shares were held by LI Share Plan (Jersey) Limited at 31 December 2006 for the purposes of satisfying the future exercise  
of options and provision of shares on maturity of conditional awards under the annual bonus schemes. A further 238,048 shares (including Partnership, 
Matching and Dividend Shares) are held by Capita IRG Trustees Ltd as trustee for the SIP. 

The total expenses for share based payments for the group were £2.1 million (2005 – £1.6 million). 
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37 Pensions 

(a) Current pension arrangements 
The group operates a number of pension schemes in the United Kingdom and the USA, the assets of which are held in separate trustee-administered funds. 
The group’s current policy is to largely provide future retirement benefits through defined contribution arrangements. Consequently group personal pensions 
were established in 1997/98 for new and some existing employees and previous schemes closed and, with one exception, wound up. 

The one older arrangement not wound up was the Liberty International Group Retirement Benefit Scheme (“the Scheme”), which was closed to new 
members, but continues to accrue future service benefits for those employees who were members at date of closure. It is a funded defined benefit scheme 
and is not contracted out of the State Second Pension (S2P). 

(b) Pension costs 
(i) The Scheme – a defined benefit scheme The retirement benefit liability recognised in the balance sheet is the present value of the defined benefit 
obligations, less the fair value of the Scheme assets, adjusted for past service costs. The defined benefit obligation and current service cost are calculated 
annually by an independent actuary using the projected unit method. Actuarial gains and losses are immediately recognised in the statement of recognised 
income and expense. The pension costs and balance sheet items for the year ended 31 December 2006 have been based on the results of the last interim 
valuation of the Scheme at 5 April 2006, suitably adjusted for different methodology, rolled forward to 31 December 2006 and adjusted for the different 
financial conditions applying at that time. 

Amounts recognised in income in respect of the Scheme 2006 
£m 

2005
 £m

Current service cost 0.8 1.0
Interest cost 2.1 2.0
Expected return on Scheme assets (2.5) (2.3)

 0.4 0.7

Actuarial (gains) and losses immediately recognised in the statement of recognised income and expense (0.7) 2.6

Whilst the actuarial gains and losses in respect of the Scheme are dealt with in the statement of recognised income and expense, the difference between the 
notional interest cost on Scheme liabilities and the expected return on the Scheme’s assets is included in the group’s net interest cost. For the year ended 
31December 2006 this amounts to a credit of £0.4 million (2005 – £0.3 million). Of the current service cost for the year, £0.8 million (2005 – £1.0 million) has 
been included in administrative expenses. 

Amounts recognised in the consolidated balance sheet 2006 
£m 

2005
 £m

Fair value of Scheme assets 46.9 42.2
Present value of Scheme liabilities (46.5) (44.0)

Pension asset/(liability) 0.4 (1.8)

The pension asset is included in the balance sheet in provisions for liabilities and charges. 

Movements in the fair value of Scheme assets 2006 
£m 

2005
 £m

At 1 January 42.2 36.3
Expected return on Scheme assets 2.5 2.3
Excess asset gains  1.5 2.6
Employer contributions paid 1.9 2.1
Member contributions paid 0.2 0.2

 48.3 43.5
Benefits paid (1.4) (1.3)

Scheme assets at 31 December  46.9 42.2
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37 Pensions continued 

The weighted average assets allocations for the year end were as follows: 

Asset category: 31 December 
2006

%

31 December 
2005

%

Equities 51 43
Hedge fund – 8
Index-linked gilts 20 35
Property 9 8
Corporate bonds 11 6
Cash 9 –

Total 100 100

 

Movements in the present value of Scheme liabilities 2006
£m

2005
£m

At 1 January 44.0 36.9
Current service cost (including employee contributions)  1.0 1.2
Interest cost 2.1 2.0
Actuarial losses 0.8 5.2

 47.9 45.3
Benefits paid (1.4) (1.3)

Scheme liabilities at 31 December 46.5 44.0

 

The main economic assumptions used to calculate the present value of the Scheme’s liabilities at 31 December were as follows: 

 

31 December 
2006

%
(per annum)

31 December 
2005

%
(per annum)

Discount rate 5.1 4.8
Rate of inflation 2.8 2.8
Earnings increases 4.8 4.8
Increases to pensions in payment 2.8 2.8
Increases to deferred pensions before payment: 
 left before 1 January 1985 2.8 3.0
 left after 31 December 1984 2.8 2.8
Expected return on plan assets  6.2 5.8

 

 
2006

£m
2005

£m

Actual return on Scheme assets in the year 4.0 4.9

Mortality assumptions are based on projections provided by the Institute of Actuaries using 1992 Census data updated from time to time to reflect current 
trends. The tables currently used are the PA92(YOB)mc series, which makes projections based on the year of birth of each Scheme member. The 2005 
comparator figures were based on the PA92(c=2020) (for non-retired members) and (C=2010) (for retired members) which take into account mortality 
projections to 2020 or 2010 as appropriate. 

To develop the expected long-term rate of return on assets assumption, the company considered the current level of expected returns on risk free 
investments (primarily government bonds), the historical level of the risk premium associated with the other asset classes in which the portfolio is invested 
and the expectations for future returns of each asset class. The expected annual return for each asset class was then weighted based on the target asset 
allocation to develop the expected long-term rate of return on assets assumption for the portfolio with a reduction of 0.3 per cent to allow for administration 
expenses. This resulted in the selection of the 6.2 per cent assumption as at 31 December 2006. 
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37 Pensions continued 

Details of experience adjustments for the year to 31 December: 

 2006 2005 2004 2003

Fair value of Scheme assets (£m) 46.9 42.2 36.3 33.8
Present value of Scheme liabilities (£m) 46.5 (44.0) (36.9) (34.0)

Surplus/(deficit) in the Scheme (£m) 0.4 (1.8) (0.6) (0.2)

Difference between the expected and actual return on Scheme assets:   
Amount (£m) 1.5 2.6 0.8 1.8
Percentage of Scheme assets 3.2% 6.2% 2.2% 5.5%
Total gains and (losses):   
Amount (£m) 0.7 (2.6) (0.5) (3.1)
Percentage of present value of Scheme liabilities 1.5% (5.9%) (1.4%) (9.1%)
Experience gains and (losses) on Scheme liabilities:   
Amount (£m) 0.5 (1.1) (1.0) 0.9
Percentage of the present value of the Scheme liabilities 1.1% (2.5%) (2.8%) 2.6%

The group has no significant exposure to any other post retirement benefit obligations. 

The estimated amounts of contributions expected to be paid to the Scheme during 2007 is £2.1 million. 

(ii) Defined contribution arrangements The pension charge in respect of the other schemes are the amounts charged against profits in the year in which 
they are incurred. These amount to £0.8 million (2005 – £1.1 million) in respect of the other UK pension schemes and £0.1 million (2005 – £0.1 million) for the  
US scheme. 
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The company is required to comply with the 
“Combined Code – Principles of Good 
Governance and Code of Best Practice” issued  
by the Financial Reporting Council in 2003 and 
revised and reissued in 2006. 

The framework of Corporate Governance 
The Board’s overriding objective is to ensure that 
the group delivers long-term sustainable growth  
in returns for its shareholders. 

Liberty International recognises that corporate 
governance is not an end in itself but an important 
means to an end. The Code contains no definition 
of corporate governance. The first supporting 
principle it contains, at provision A.1, reads  
as follows: 

“The Board’s role is to provide entrepreneurial 
leadership of the company within a framework 
of prudent and effective controls which 
enables risk to be assessed and managed. 
The Board should set the company’s strategic 
aims, ensure that the necessary financial and 
human resources are in place for the company 
to meet its objectives and review management 
performance. The Board should set the 
company’s values and standards and ensure 
that its obligations to its shareholders and 
others are understood and met.” 

The Board believes that any system which is 
adopted must also be geared to meeting the 
necessary standards of accountability and probity 
and considers that the processes which it has 
adopted do so. 

The Board is accountable to the company’s 
shareholders for the good conduct of the 
company’s affairs and the information and 
statements set out below describe how the 
principles contained in the Code are applied by 
the company. The company’s internal procedures 
are regularly reviewed and updated by the Board 
and the various relevant Board Committees. 

The policy papers which are the foundation  
of those procedures specify responsibilities and 
levels of responsibility. They cover all aspects of 
the company’s activities including those relating  
to financial, operational and compliance controls 
and risk management. 

The company has also demonstrated a strong 
commitment to high standards of Corporate 
Social Responsibility, details of which are set  
out on pages 29 and 30, and has been included 
in the FTSE4Good listing, the JSE SRI index and 
other important indices. 

Statement of compliance 
The Board believes that, as demonstrated by  
the information set out in this section together with 
the statements and procedures referred to in the 
Directors’ remuneration report on pages 72 to 76, 
the company has, save as indicated on page 71, 
throughout the accounting period under review, 
applied the principles and complied with the 
provisions set out in Section 1 of the Code. 

Relations with shareholders and the 
investment community 
The company seeks to develop regular dialogue 
with individual and institutional shareholders 
through meetings and announcements and 
constructive liaison with private shareholders  

who also have the opportunity to attend and  
put questions at the company’s Annual General 
Meeting. The company has a comprehensive 
website on which up to date information is 
available to all shareholders and potential investors. 

The company has a strong investor relations 
programme. The Chairman, Chief Executive and 
Finance Director aim to meet major shareholders 
and analysts at least twice a year to discuss the 
results of the group, to learn of any concerns  
that may have arisen and (within the appropriate 
constraints) to respond to any queries they may 
have. The non-executive Directors may attend 
such meetings. The Chief Executive and Finance 
Director maintain file notes of all meetings with 
investors and provide a full briefing to the Board. 
Investor relations, and reports from the company’s 
brokers on meetings with investors, are a regular 
agenda item at Liberty International Board 
meetings. In addition analysts’ and brokers’ reports 
are circulated to the Board on a frequent basis. 

The Board 
The Board is responsible not only to all 
shareholders but to its other stakeholders for  
the effective control and proper management  
of the Liberty International group. A description  
of the company’s activities over the last year is 
contained in the Chairman’s statement on pages 
7 to 11 and in the Financial review on pages 24  
to 28. Certain matters have been reserved for 
decision by the whole Board and a schedule 
setting out a list of these is regularly reviewed.  
In other cases the Board has delegated its 
authority under clearly defined conditions to 
technical Committees of the Board. It has been 
the Board’s custom over many years to ensure 
that major decisions are taken after a reiterative 
process which involves examination and review at 
several levels. In part, this examination and review 
process is dealt with by the Board Committees 
mentioned below. 

At the year end, the Board consisted of the 
Chairman, Sir Robert Finch, five Executive and 
nine non-executive Directors. The Board’s views 
on the independence of the non-executive 
Directors are set out on page 70. 

Biographies of all the Board members appear  
on pages 31 and 33. 

The separate roles of the Chairman and of the 
Chief Executive, Mr D.A. Fischel, are recognised 
and prescribed by the Board. 

The Executive Directors have service contracts 
which have a notice period of 12 months. Non-
executive Directors are appointed for three year 
periods and their continuing service thereafter is 
subject to review by the Board. 

Mr D.P.H. Burgess was appointed as Senior 
Independent Director in 2004. 

In accordance with the Articles of Association, 
Directors are subject to retirement and re-election 
by shareholders, at least every three years. 

The Board met six times in the year to consider all 
aspects of the company’s affairs and any further 
information which it requested from management. 
Additional meetings are arranged when necessary 
and Directors are kept regularly informed of the  
up to date business position of the group.  

The Chairman and Executive Directors regularly 
contact the non-executive Directors to discuss 
specific matters, typically of a strategic nature, and 
regular informal meetings are held with the non-
executive Directors. The Chairman of the Audit 
Committee, Mr Burgess, holds regular meetings 
with the Internal Auditor, to monitor and progress 
matters between scheduled Audit Committee 
meetings; Mr Buchanan holds regular meetings 
with the Chief Executive and the Company 
Secretary to progress remuneration matters 
between scheduled Remuneration Committee 
meetings, and Mrs James holds regular meetings 
with the Company Secretary and Personnel 
Manager to monitor human resources issues 
within the group, providing advice when required. 
Other non-executives provide input from time to 
time on specific property issues, for example, 
Messrs Rapp, Abel and Henderson are in regular 
contact with the Managing Directors of CSC and 
C&C and all regularly visit the group’s properties 
and become involved in new projects giving 
advice when required. 

In the context of the Board’s overriding objective 
to deliver long-term sustainable growth in returns 
for its shareholders, the Board discusses and 
makes decisions relating to, but not limited to: 
strategy; top management performance, 
retention, remuneration and succession; financial 
measures and performance; acquisitions and 
disposals, other capital expenditure and controls; 
risk management; corporate reputation including 
shareholder communication; and the Board’s own 
effectiveness. It also receives reports on the 
proceedings of its Committees. Each Board 
Committee’s established authority limits are 
reviewed on an annual basis by the Audit 
Committee and, subsequently, by the full Board. 

The Chairman’s role is to ensure that the Board’s 
discussions go into any matter put before it in 
adequate depth and in an appropriately focused 
way, that the opinions of all the Directors are taken 
into account and accorded proper weight, and 
that all the Board’s decisions are supported by 
adequate and timely information. 

Matters relating to corporate governance are kept 
under regular review by the Audit Committee as 
well as by the full Board. Matters relating to 
corporate social responsibility are also kept under 
regular review by the CSR Committee as well as 
by the Board. 

All matters which fall outside the normal course of 
business are carefully recorded and reviewed and 
monitored by the Chief Executive, the Company 
Secretary and General Corporate Counsel and,  
in accordance with the amounts involved, referred 
to the relevant Board Committee or to the Board 
itself. The company’s position has always been 
that, in the event that a Director has a concern 
which cannot be resolved about the running of the 
company or a proposed action, such concern is 
recorded in the minutes. The Board considers that 
it has clear and robust procedures for monitoring 
the signing of all documents within the group and 
the approval of all transactions, no matter what 
their size, through formal Board Committees and 
formally delegated authority limits. 
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A table of attendance of members of the Board/Committees is set out below: 

 
Board

(6 meetings)

Audit 
Committee

(3 meetings)

Remuneration 
Committee

(4 meetings)

Nomination and 
Review 

Committee 
(3 meetings) 

CSC  
Capital Projects 

Committee 
(6 meetings) 

C&C 
Capital Projects 

Committee
(6 meetings)

Sir Robert Finch 6 1 – 3 – –
D.A. Fischel 6 – – – 6 6
J.G. Abel 6 – – – 6 –
D. Bramson (retired 31.3.06) 2 – – – 6 –
R.W.T. Buchanan 6 3 4 3 – –
D.P.H. Burgess 6 3 3 3 – 5
R.M Cable 6 – – – 6 –
K.E. Chaldecott 6 – – – 6 –
G.J. Gordon 4 – – – 5 –
I.D. Hawksworth (appointed 15.9.06) 2 – – – – 2
I.J. Henderson 6 – 4 – 6 –
L. James  5 – 3 2 – –
M. Rapp 5 – – – 5 5
R. Rowley  6 2 – – – –
J.I. Saggers (resigned 26.10.06) 4 – – – – 4
A.C. Smith  6 – – – 6 6
N. Sachdev (appointed 1.11.06) 1 – – – – –

 

The Directors have always had high levels of 
attendance at Board and Committee meetings. 
There are a number of important Committee 
meetings between Board meetings and these  
are normally fully attended. Meeting papers are 
distributed in a timely manner giving Directors 
sufficient time to consider matters for discussion. 
In addition, Directors are kept fully informed of 
progress on matters between formal meetings  
by way of ad hoc meetings and other 
communications on a regular basis. 

The principal business commitment of Sir Robert 
Finch, the Chairman, is his Chairmanship of 
Liberty International.  

Mr Hawksworth is a director of AIM-listed  
Japan Residential Investment Company Limited. 
No other Executive Director of Liberty International 
PLC currently serves as a non-executive  
Director elsewhere. 

The terms of reference for each of the Audit, 
Remuneration and Nomination and Review 
Committees described below are available on the 
company’s website. The terms of appointment for 
each of the non-executive Directors are available 
on written request from the Company Secretary  
at Liberty International. 

Capital Shopping Centres Capital Projects 
Committee and Capital & Counties Capital 
Projects Committee 
The Board has established Capital Projects 
Committees for CSC and C&C to review all 
projects and project expenditure in detail.  
The members of the CSC Capital Projects 
Committee are Mr Rapp (Chairman), Mr Fischel, 
Mr Badcock, Mrs Chaldecott, Mr Cable, Mr Ellis, 
Mrs Kirby, Mr Smith, Mr Abel, Mr Bramson,  
Mr Gordon, Mr Henderson and Mr Spriddell. 

The members of the C&C Capital Projects 
Committee are Mr Rapp (Chairman), Mr Fischel, 
Mr Smith, Mr Hawksworth, Mr Black,  
Mr Marcuccilli and Mr Burgess. 

In addition, Sir Robert Finch attends the CSC  
and C&C Capital Projects Committee meetings. 

Following the year end, the composition of both 
Capital Projects Committees has been reviewed 
and simplified. 

Audit Committee 
The members of the Audit Committee during  
the year under review were, for the period  
from 1 January to 30 June 2006 Mr Burgess 
(Chairman), Mr Buchanan and Sir Robert Finch. 
Sir Robert Finch stepped down on 30 June 2006, 
but attends at the request of the Committee, and 
Mr Rowley was appointed in his place with effect 
from 1 July 2006. The Board considers all three 
members of the Committee have recent and 
relevant financial experience. All members are 
independent in the Board’s opinion. 

The Audit Committee is responsible for, among 
other matters, monitoring the adequacy of the 
group’s financial and internal controls, the efficiency 
and aptness of the company’s risk management 
and insurance procedures and arrangements, 
accounting policies and financial reporting and  
a responsible approach to taxation, providing a 
forum through which the auditors can report to the 
Board and for ensuring the provision of information 
to enable the Board to present a balanced and 
understandable assessment of the company’s 
position and prospects. The Audit Committee 
monitors and reviews the effectiveness of the 
internal audit activities. 

The terms of reference of the Audit Committee  
are reviewed annually. 

The Audit Committee also makes 
recommendations on the appointment, 
reappointment or removal of the company’s 
external auditors. To date the Board has always 
accepted the Audit Committee’s recommendation. 

In the event that the Board does not accept the 
Audit Committee’s recommendation, a statement 
will be provided in the company’s annual report 
and accounts. 

Liberty International has a policy to ensure that  
the provision of non-audit services does not impair 
the external auditor’s independence or objectivity. 

The term “non-audit services” does not include 
reference to any advice on tax. The Audit 
Committee has delegated to the Executive 
Directors the authority to contract for non-audit 
services with the external auditors subject to 
observing the following guidelines. 

(a) Executive Directors have the authority to 
commission the external auditors to undertake 
non-audit work where this is in relation to a 
specific project with a cost not exceeding the 
lower of £50,000 or 15 per cent of the 
estimated annual level of the auditors’ fees for 
the time being. If the cost is likely to exceed the 
limits mentioned above, the agreement of the 
Chairman of the Audit Committee is required 
before the work is commissioned. 

(b) when external auditors are considered for  
the provision of non-audit work, the Executive 
Directors must consider whether proposed 
arrangements will maintain audit 
independence; 

(c) the external auditors must certify to the 
company that they are acting independently 
and the Audit Committee or the commissioning 
Director (as applicable) must be satisfied that 
such is the case; 

(d) in providing a non-audit service, external 
auditors should not: 

(i) audit their own work; 

(ii) make management decisions; 

(iii) create a mutuality of interest; or 

(iv) find they have placed themselves in the role 
of advocate for the company. 
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Corporate Social Responsibility Committee 
Liberty International’s strong commitment to high 
standards of Corporate Social Responsibility is  
the responsibility of the Chairman and the Board 
of Liberty International and is managed through  
a CSR Committee comprising Sir Robert Finch 
(Chairman), Mr Fischel, Mr Henderson,  
Mr Burgess, Mrs James and Mr Badcock.  
The CSR Management Committee comprises 
Directors and senior executives from all sections 
of the business and reports to the CSR 
Committee, which in turn reports to the Board. 

Nomination and Review Committee 
The members of the Nomination and Review 
Committee are Sir Robert Finch (Chairman),  
Mr Buchanan, Mr Burgess and Mrs James.  
The terms of reference of the Nomination  
and Review Committee are reviewed annually. 

The Committee is responsible for carrying out  
an annual performance evaluation of the Board,  
its Committees and individual Directors, as well  
as making recommendations to the Board on 
appointments to the Board and to subsidiary 
Boards and on succession planning. In 2006  
the established practice of a comprehensive 
performance evaluation of the Board, its 
Committees and individual Directors was carried 
out by way of detailed questionnaires followed by 
discussion, the results of which were considered 
by the Nomination and Review Committee, the 
Board, and the relevant Board Committees. In 
addition, the Senior Independent Director carries 
out an annual evaluation of the Chairman. 

The responses to all questions relating to the 
performance of the Board and its Committees 
were generally highly positive and in each case 
showed an improvement over 2005. 

There is a comprehensive induction programme 
for new Directors and the Committee considers 
the need for existing Directors to update and 
refresh their skills and knowledge as part of the 
annual performance evaluation exercise. 

The Nomination and Review Committee regularly 
evaluates the skills available on the Board and 
determines when appointments and retirements 
are appropriate. The Committee carefully 
considered the balance of the Board in 2006 and 
the following matters were recommended and 
approved by the full Board: 

(1) That Mr Rapp be invited to remain on the 
Board for a final period of two years. Mr Rapp’s 
contribution to the group is considered by the 
Committee and the Board to be outstanding. 
The Board considers that Mr Rapp remains 
robustly independent, as further explained 
below and on page 70. 

(2) That an additional independent non-executive 
Director with retail experience be appointed to 
ensure that: (a) there is an appropriate balance 
between independent and non-independent 
Directors on the Board; and (b) that the Board 
is strengthened by additional knowledge, skills 
and experience on the Board.  

On 10 October 2006 it was announced that  
Mr Sachdev would join the Board with effect from 
1 November 2006. Mr Sachdev was formerly  
the Property Director at Tesco PLC with over 25 
years’ experience, and is joining J Sainsbury plc 
as Commercial Director in March 2007. Further 
details about Mr Sachdev are set out on page 70. 

 

 

 

 

The Nomination and Review Committee has 
reviewed the position of Mr Buchanan who  
has served on the Board for nine years but  
who has chaired the Remuneration Committee  
for two years. It is considered important for the 
group that Mr Buchanan continues for the time 
being in this capacity and as a Director of  
Liberty International. 

The Nomination and Review Committee was  
also responsible for the selection and appointment 
of an external search consultancy to find a suitable 
replacement for Mr Saggers, the Managing Director 
of Capital & Counties prior to his retirement in 
October 2006. Following a number of interviews, 
the Nomination and Review Committee 
recommended to the Board the appointment  
of Mr Ian Hawksworth as Mr Saggers’ successor. 
Mr Hawksworth joined the group as Managing 
Director of Capital & Counties on 1 September 
2006 and was appointed as a Director of Liberty 
International on 15 September 2006.  

Following the above changes, the Nomination  
and Review Committee has determined that  
the current balance of skills, knowledge and 
experience on the Board and on the Board 
Committees is satisfactory, but will of course  
be kept under review. 

The composition of the Board, in terms of the 
balance of independent and non-independent 
Directors, following the changes described  
above, is now as follows: 

 
Independent  

in opinion  
of Board 

Non-Independent 
in opinion 
of Board

D.A. Fischel (Executive Director)  
R.M. Cable (Executive Director)  
K.E. Chaldecott (Executive Director)  
I.D. Hawksworth (Executive Director)  
A.C. Smith  (Executive Director)  
J.G. Abel (was Executive Director until Sept 05)  
R.W.T. Buchanan (note 1)  
D.P.H. Burgess  
G.J. Gordon (representative of major shareholder)  
I.J. Henderson  
L. James  
M. Rapp (note 1)  
R. Rowley   
N. Sachdev  

Total* 7 7

*Code provision A.3.2. of the Combined Code on Corporate Governance states that “…at least half the Board, excluding the Chairman, should comprise non-executive Directors 
determined by the Board to be independent”. 

Note 1 – Mr Buchanan and Mr Rapp have served on the Board for nine years and 20 years respectively. Notwithstanding the length of service, the Board considers that  
Mr Buchanan and Mr Rapp are each fully independent and free from any business or other relationship which could interfere with the exercise of their independent judgement. 
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The continuing independence of each of  
Mr Buchanan and Mr Rapp was carefully 
considered and reviewed by the Board during  
the annual performance evaluation, and the 
Nomination and Review Committee also 
undertook a separate review specifically focused 
on independence, taking into account the issue  
of Board succession and refreshment.  

The conclusion of both reviews in 2006 was  
that Mr Buchanan and Mr Rapp remain robustly 
independent.  

In forming this view, the Board and the 
Nomination and Review Committee considered: 
(a) their financial independence from the company; 
(b) their business commitments outside the 
company; (c) their personal character; and (d) their 
experience as evidenced by their past and present 
careers. In particular, Mr Buchanan is the UK 
Senior Partner of global business consulting firm 
Bain & Company Inc, and is moving in mid 2007 
to become the Dean of the London Business 
School. Mr Rapp is Chairman of Floral Holdings 
Limited. The reviews were considered by the 
Board to be in depth, specific to the individual  
and suitably rigorous. The entire Board, and 
significantly the independent non-executive 
Directors, were unanimous in judging both 
Directors as independent.  

In addition to being a member of the Audit 
Committee and the Nomination and Review 
Committee, Mr Buchanan is the Chairman of the 
Remuneration Committee, a post which he took 
up in 2004.  

Shareholders should also take into account the 
company’s general adherence to high standards 
of corporate governance and the active process 
of Board refreshment in place, as demonstrated 
by the appointment of three independent non-
executive Directors in the past two years. 

Remuneration Committee 
The members of the Remuneration Committee 
are Mr Buchanan (Chairman), Mr Burgess,  
Mr Henderson and Mrs James.  

The Committee’s primary responsibilities are to 
determine the remuneration packages and other 
terms and conditions of service applying to 
Executive Directors and senior executives of the 
group and the provision of incentivisation and 
performance related benefits to any Executive 
Director or employee. The Directors’ remuneration 
report is set out on pages 72 to 76. 

Independence of non-executive Directors 
At the start and at the end of the year at least half 
the Board comprised independent non-executive 
Directors although during the year, as a result of 
retirements and appointments, this balance was 
not maintained. The Code requires that the Board 
should identify each non-executive Director it 
considers to be independent. Accordingly, details 
for each Director are set out below: 

Mr J.G. Abel Mr Abel joined the Liberty 
International Group in 1972 becoming a Director 
of Capital Shopping Centres in 1994 and 
Managing Director of Capital Shopping Centres  
in 2001. He became a non-executive Director  
of Liberty International in October 2005. Mr Abel  
is not therefore considered by the Board to be 
fully independent. 

Mr R.W.T. Buchanan Mr Buchanan was 
appointed to the Board in 1997 and will, at the 
date of the 2007 Annual General Meeting, have 
completed nine years’ service and accordingly  
Mr Buchanan will offer himself for annual  
re-election by shareholders. Mr Buchanan is 
regarded by the Board as independent and he 
has confirmed in writing to the Board that he 
knows no reason of which the Board might 
otherwise be unaware as to why he should not  
be considered independent. Further explanation 
regarding the independence of Mr Buchanan is 
provided under the section headed “Nomination 
and Review Committee” above. 

Mr D.P.H. Burgess Mr Burgess was appointed  
to the Board in 2001. Mr Burgess was, until 2004, 
a Partner of Jones Day, a firm of lawyers which 
has from time to time (though not in any material 
respect in the last six years) advised Liberty 
International. Mr Burgess is now a consultant  
to Jones Day. The Board is confident that the 
relationship does not interfere with the exercise  
of his independent judgement. Mr Burgess has 
confirmed in writing to the Board that he knows 
no reason of which the Board might otherwise  
be unaware as to why he should not be 
considered independent. 

Mr G.J. Gordon Mr Gordon is the son of  
Sir Donald Gordon, the former Chairman  
of Liberty International and a substantial 
shareholder. Mr Gordon is not therefore 
considered by the Board to be fully independent. 
Mr Gordon has served more than nine years and 
accordingly offers himself for annual re-election  
by shareholders. 

Mr I.J. Henderson Mr Henderson was appointed 
to the Board on 7 February 2005. Mr Henderson 
is regarded by the Board as independent, and  
he has confirmed in writing to the Board that  
he knows no reason of which the Board might 
otherwise be unaware as to why he should not  
be considered independent. 

Mrs L. James Mrs James was appointed  
to the Board in 2004. Mrs James is regarded  
by the Board as independent, and she has 
confirmed in writing to the Board that she knows 
no reason of which the Board might otherwise  
be unaware as to why she should not be 
considered independent. 

Mr M. Rapp Mr Rapp has served on the Board 
for 20 years. The Board has asked Mr Rapp to 
remain in office until the 2009 Annual General 
Meeting. The Board considers that Mr Rapp is 
fully independent and is free from any business or 
other relationship which could materially interfere 
with the exercise of his independent judgement, 
notwithstanding his length of service. Mr Rapp has 
confirmed in writing to the Board that he knows 
no reason of which the Board might otherwise be 
unaware as to why he should not be considered 
independent. Further explanation regarding the 
independence of Mr Rapp is provided under the 
section headed “Nomination and Review 
Committee” above. 

Mr R. Rowley Mr Rowley was appointed to the 
Board in 2004. Mr Rowley is regarded by the 
Board as independent, and he has confirmed in 
writing to the Board that he knows no reason of 
which the Board might otherwise be unaware as 
to why he should not be considered independent.  

Mr N. Sachdev Mr Sachdev was appointed to 
the Board on 1 November 2006. Mr Sachdev  
is regarded by the Board as independent, and  
he has confirmed in writing to the Board that  
he knows no reason of which the Board might 
otherwise be unaware as to why he should not  
be considered independent. 

Internal control 
It is the Board’s responsibility to oversee the 
group’s system of internal control and to keep  
its effectiveness under review. The system is 
designed to manage, rather than eliminate, the 
risk of failure to achieve business objectives  
and can provide only a reasonable, rather than 
absolute, assurance against material 
misstatement or loss. 

The Board has established an ongoing process 
for identifying, evaluating and managing the 
significant risks of the group and this has been  
in place throughout the year ended 31 December 
2006 and up to the date of approval of the  
Annual Report and Accounts. It is regularly 
reviewed by the Board and it complies with  
the 1999 Turnbull Committee’s internal control 
guidance for Directors. 

Liberty International has an internal audit function. 
The Internal Auditor reports to the Audit 
Committee and, in addition, has regular meetings 
with the Chairman of that Committee. 

The Board regularly receives detailed reports 
setting out key performance and business risks 
from the individual business units, together with 
financial reports. Monitoring of key indicators 
allows the Board to consider control issues.  
The Board receives regular reports through the 
Audit Committee from both the internal audit  
and compliance functions, which may include 
recommendations for improvement. 
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The internal audit function carries out an annual 
review of internal controls, which includes a 
group-wide certification that effective internal 
controls are in place and are being operated 
effectively. The Internal Auditor carries out a 
programme of verification of the certification  
and reports his findings to the Audit Committee. 

Internal financial reporting 
Key internal financial reporting procedures,  
which exist within the wider system of control,  
are described under the following headings: 

Financial information The group has a 
comprehensive system for reporting financial 
results to the Board; each business unit prepares 
regular financial reports with comparisons against 
budget. The Board reviews these for the group  
as a whole and takes action when appropriate. 

Major investments All major investments  
of the group, whether in the ordinary course  
of business or of an exceptional nature, are 
reviewed by at least one Committee of the Board 
and by the Board itself before being authorised 
and implemented. 

Group treasury The group has a centralised 
treasury function which reports to the Board  
on a regular basis. The reports provide details of 
counterparties, interest rate and foreign exchange 
risks and derivatives. Additional information on this 
subject is given in note 20 on pages 53 and 54. 

Operating unit financial controls Key controls 
over major financial risks include reviews against 
performance indicators and exception reporting. 
The operating units make regular assessments  
of their exposure to major financial risks and  
the extent to which these risks are controlled. 
These assessments are considered and reviewed 
by the Board and by regular internal audit visits. 

The Board has conducted a review of the 
effectiveness, on the basis of criteria set out in the 
Turnbull Committee’s Guidance for Directors – 
“Internal Control and Financial Reporting” issued  
in 1999, of systems of internal financial control for 
the year ended 31 December 2006 and has taken 
into account material developments which have 
taken place since the year end. 

Non-Compliance with Code 
Liberty International did not comply with the 
following two Code provisions for part of the  
year ended 31 December 2006: 

A.3.2. The Code provides that at least half the 
Board, excluding the Chairman, should comprise 
non-executive Directors determined by the Board  
to be independent. At the start and at the end of the 
year, at least half the Board comprised independent 
non-executive Directors. On 1 January 2006 there 
were seven independent non-executives and seven 
non-independent Directors. Following the retirement 
of Mr Bramson at the 2006 Annual General 
Meeting, the number of independent Directors fell  
to six. Mr Hawksworth’s appointment prior to the 
retirement of Mr Saggers increased the number  
of non-independent Directors to eight. This figure  
fell to seven on Mr Saggers’ retirement. The 
appointment of Mr Sachdev on 1 November 2006 
increased the number of independent non-
executive Directors to seven, restoring the balance 
of the Board to 50 per cent independent non-
executive Directors.  

C.3.1 The Code recommends that the Audit 
Committee comprises independent non-executive 
Directors. The Chairman, Sir Robert Finch, was a 
member of the Audit Committee for the first half of 
the year until he stepped down on 30 June 2006, 
therefore the Audit Committee did not meet the 
Code provision for the first half of the year.  
Mr Rowley was appointed in place of Sir Robert 
Finch on 1 July 2006 and therefore the Audit 
Committee comprised independent non-executive 
Directors for the second half of the year. 

 

 

D.P.H. Burgess 
Senior Independent Director on behalf of  
the Board 

28 February 2007 
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The Remuneration Committee’s principal 
responsibility is to determine remuneration for the 
group’s Executive Directors and senior executives. 
The Committee is constituted under terms of 
reference laid down by the Board designed to 
enable the company to comply with the 
requirements relating to remuneration policy 
contained in “The Combined Code on Corporate 
Governance” (“the Code”). The Code is issued  
by the Financial Reporting Council. The members 
of the Remuneration Committee are Mr Buchanan 
(Chairman), Mr Burgess, Mr Henderson and  
Mrs James.  

Remuneration policy for Executive Directors 
The company’s remuneration policy aims to 
attract, motivate and retain high calibre executives 
by rewarding them with competitive compensation 
and benefit packages. These packages are linked 
to both individual and business performance. In 
determining policy, the Remuneration Committee 
has given full consideration to the best practice 
provisions of the Code. The Remuneration 
Committee has complied with the principles and 
provisions of the Code in developing remuneration 
policies which provide the benefits referred to 
below. These policies directly align the interests  
of Executive Directors and senior staff with the 
performance of the company and the interests  
of shareholders. There is no formal requirement  
for Directors to hold shares in the company. 
However there is an expectation that Directors  
will want to own shares. Indeed the majority  
of Directors, both executive and non-executive,  
do own shares in the company.  

The policy and the components of the 
remuneration package as described below were 
applied during the year under review. Active 
consideration is being given by the Remuneration 
Committee to the introduction of a new long-term 
incentive scheme. The Committee has concluded 
that, for the time being, the introduction of 
increased annual share-based bonuses for 
Directors and senior executives is preferable to  
a traditional Long-Term Incentive Plan (LTIP).  
The annual bonus arrangements, predominantly 
payable in shares with a two year lock-up 
(“Restricted Shares”) and with a four year lock-up 
(“Additional Shares”), are considered by the 
Committee to: 

a)  Motivate Directors and senior executives by 
tailoring awards to achievement of specific 
performance targets; 

b)  Ensure a proper assessment of the individual’s 
contribution that year; 

c)  Provide a long-term retention tool, as the 
bonus payments in the form of shares are 
held in trust. These shares are forfeited if the 
employee leaves before vesting; 

d)  Have a value at the end of the retention period 
linked to the share price, thereby tightly aligning 
executive interests with shareholders; and 

e)  Avoid the somewhat unpredictable outcome  
of typical option/LTIP schemes which are 
dependent on a range of factors, many  
of which are outside the control of the 
executives and may have little to do with  
the individual’s performance. 

This approach is considered by the Committee to 
be the most appropriate for Liberty International.  

All other elements of the group’s remuneration 
policy will continue to apply during 2007 and 
thereafter unless circumstances dictate change. 
The components of the remuneration  
package are: 

(i) Basic annual salary and benefits 
Salaries of Executive Directors and other staff  
are reviewed annually in the light of competitive 
market practice, including reference to 
comparable data of other companies in the  
FTSE 100 and the real estate sector. The main 
elements of the basic benefits are pension 
contributions, private healthcare and the provision  
of company cars or cash alternative.  

(ii) Performance-related remuneration 
Performance-related components include  
annual bonus arrangements as well as the  
annual review of salaries in the light of individual 
and corporate performance. The policy is to  
place emphasis on the performance-related 
components of each Director’s remuneration, 
whilst ensuring that the base salary remains 
competitive. The company’s policy is that a 
significant proportion, currently approximately  
50 per cent, of the Executive Directors’ total 
remuneration should be performance-related. 

The aggregate cost of annual bonuses which  
may be provided under the group’s annual bonus 
scheme, excluding employer’s National Insurance, 
is not expected to exceed 40 per cent of the 
aggregate base salaries of all eligible employees. 
There is no specified maximum award for the 
individual Directors. However, the Committee 
pays close regard to the overall remuneration 
culture of the company in this respect. The 
Remuneration Committee decides on the 
appropriate level of bonus award for Directors 
each year depending on group results and 
individual performance. In relation to the annual 
share-based bonuses for Directors and senior 
executives, the Remuneration Committee sets 
rigorous and challenging additional performance 
criteria based on personal and corporate targets. 
Exceptional performance is also rewarded. 

Bonuses are paid by way of allocation of  
cash and Restricted and Additional shares  
with a view to ensuring that the group remains 
competitive and has in place effective reward  
and retention plans.  

Performance criteria for payments under the 
annual bonus arrangements are based on the 
achievement of both corporate and individual 
results and objectives against predetermined 
budgets and targets.  

The corporate and individual performance targets 
are illustrated in the following two tables: 

Table 1 
Corporate targets Comparator 

Shareholders’ Funds Prior year 
Shareholders’ Funds 

Asset Performance  IPD Monthly Index 

Profit before tax, 
valuation, and 
exceptional items  
for the year 

Budget and  
Prior year profit 

Table 2 
Individual targets 

A. Share Price 
• Total shareholder return 
• Compared with FTSE 100 and FTSE Real 

Estate Index 

B. Activity 
• Major transactions 
• Success of major new initiatives 

C. Delivery 
• Achievement of annual personal and  

corporate objectives 
• Improvement in competitive position  

of business 

D. Financial and Other 
• Financial performance including performance 

compared with peer companies 
• Personal performance measures as appropriate

Not less than two-thirds of the annual bonus  
for Executive Directors is determined on the  
basis of objective performance measures, 
primarily financial. 

Following the end of the financial year, the 
Committee reviews the performance of executives 
and the group as a whole, against the set 
corporate and individual objectives and then 
determines the level of bonus payable.  

Part of the bonus is awarded, at the company’s 
election, in the form of shares in the company, 
conditional on the individuals concerned remaining 
in employment for specified periods. The 
Remuneration Committee decides each year on 
the proportion of cash and shares to be awarded 
to employees. In 2006, the overall proportion  
was 42.5 per cent cash and 57.5 per cent shares.  

This report is produced in accordance with Schedule 7A to the Companies Act 1985 introduced by the Directors’ 
Remuneration Report Regulations 2002 and contains both auditable and non-auditable information. The information 
subject to audit is set out in table 4 and table 5 on pages 75 and 76 respectively. 
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The conditional awards comprise “Restricted” 
shares and “Additional” shares. Additional  
shares awarded are equal to 50 per cent of the 
Restricted shares and SIP shares combined. 
Employees must remain in employment with the 
company for periods of two years after the date of 
award for Restricted shares, and four years after 
the date of award for Additional shares, before 
such shares are released.  

In 2006 the Chief Executive’s bonus was  
122 per cent of his base salary. Further details of 
the Executive Directors’ individual bonus awards 
in cash and shares under the annual bonus 
scheme for the year ended 31 December 2006 
and the previous year are set out on pages 75 
and 76 and in note 35. 

The company has in recent years operated and 
provided funds for an Employee Share Ownership 
Plan (“ESOP”) which utilises the funds to purchase 
shares required under the annual bonus scheme. 

No options have been granted since 2004.  
The group’s share option scheme has been 
suspended for the time being. 

The company operates a Share Incentive Plan 
(“SIP”) for all eligible employees, including 
Executive Directors, who may receive up to 
£3,000 worth of shares as part of their annual 
bonus arrangements. The SIP arrangements  
offer worthwhile tax advantages to employees  
and to the company. Also, as part of the SIP 
arrangements, the company offers eligible 
employees the opportunity to participate in a 
“Partnership” share scheme, the terms of which 
are governed by Inland Revenue regulations.  

(iii) Pensions 
Executive Directors and staff who joined  
the company prior to April 1997 continue to 
participate in the group’s defined benefit pension 
scheme. This scheme provides a pension of up to 
two-thirds of salary on retirement, dependent on 
length of service and Inland Revenue approved 
limits. Pension contributions for Executive Directors 
are calculated by reference to base salary.  

Executive Directors and staff who joined or join  
the company after April 1997 are eligible to receive 
defined contribution pension benefits.  

Mr Fischel and Mr Smith elected for “Enhanced 
Protection” under the Government’s “single 
lifetime limit” which came into force in April 2006. 
Accordingly they receive a monthly sum, in lieu of 
any contribution by the company to their pension 
arrangements. On an annual basis this sum does 
not exceed the amount of the company’s normal 
pension contribution on their behalf and  
is presently capped at 24.5 per cent of salary. 
PAYE and NI are deducted. The cost to the 
company is no higher than the present cost  
of pension contributions and associated life 
assurance premiums. 

Details of the pension benefits provided  
to Executive Directors for the year ended  
31 December 2006 are set out on page 76. 

(iv) Service contracts 
The company’s policy is to provide contracts 
terminable on 12 months’ notice or less on either 
side. Executive Directors have rolling service 
contracts which are terminable on 12 months’ 
notice on either side. None of the existing service 
contracts makes any provision for termination 
payments, other than for payment in lieu of notice. 
In the event of the company facing a claim for 
compensation by an Executive Director for loss  
of office, the level of compensation would be 
subject to mitigation if considered appropriate and 
legally sustainable. No termination payments were 
made during the year to any former Directors of 
Liberty International.  

Table 3 
The following service contracts in respect of 
Executive Directors who were in office during 
2006 are rolling service contracts and therefore  
do not have an end date. 

Date of 
commencement 

of contract Notice period

R.M. Cable 11 April 2000* 12 Months
K.E. Chaldecott 6 April 2000* 12 Months
D.A. Fischel 24 June 1999 12 Months
I.D. Hawksworth** 1 Sept 2006† 12 Months
J.I. Saggers 
(retired 26.10.06) 1 Nov 2000† 12 Months
A.C. Smith  24 June 1999 12 Months

* Contract with Capital Shopping Centres PLC 

**Appointed as Managing Director of Capital & Counties 
Limited on 1 September 2006, appointed as Director of 
Liberty International PLC on 15 September 2006 

† Contract with Capital & Counties Limited 

Remuneration policy for  
non-executive Directors 
All non-executive Directors have been appointed 
on fixed terms of three years, subject to renewal 
thereafter. Non-executive Directors each received 
a fee of £40,000 per annum in 2006. Non-
executive Directors who are members of the  
Audit Committee received an additional £5,000 
per annum and members of the Remuneration 
Committee received an additional £5,000 per 
annum. The Chairman of the Audit Committee 
received £10,000 per annum and the Chairman  
of the Remuneration Committee received  
£10,000 per annum. Non-executive Directors 
received no benefits from their office other than 
fees and are not eligible to participate in group 
pension arrangements. 

Non-executive Directors are entitled to receive  
an additional payment of an amount equal to  
their basic annual fee in the event of a change  
in control of the company. 

The basic non-executive Directors’ fee increased 
on 1 January 2007 from £40,000 per annum to 
£45,000 per annum. 
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Performance graph 
The following graph shows the Total Shareholder Return (“TSR”) for Liberty International over the five-year period ended 31 December 2006, compared with 
our closest comparator group for this purpose, the FTSE Real Estate Index. TSR is defined as share price growth plus reinvested dividends. For additional 
information, a graph showing the TSR for Liberty International compared with the FTSE 100 is provided. Liberty International became a constituent of the 
FTSE 100 index on 23 December 2002. Therefore the FTSE 250 index is used as a comparator up to that date. 
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Directors’ emoluments – Table 4  

Name 

Salary and 
service contract 

remuneration 
£ 

Benefits  
in kind 

(including car 
allowance)  

£ 

Annual 
cash bonus

£

Other
(see notes 

below)
£

Directors’ 
fees

£
Other fees 

£ 

Directors’  
fees and  

other 
remuneration 

paid by 
subsidiaries 

£ 

Aggregate 
emoluments*

2006 
£ 

Aggregate 
emoluments*

2005 
£ 

Chairman     
Sir Robert Finch1 355,000 27,336 44,731   427,067 198,108

Executive     
D.A. Fischel2 412,525 18,223 150,000 74,700   655,448 458,246
K.E. Chaldecott3 240,000 10,101 75,000   325,101 206,401
R.M. Cable4 220,000 18,223 69,000   307,223 199,644
I.D. Hawksworth  
(from 15/09/2006)5 88,095 5,751 112,500 100,000   306,346
J.I. Saggers  
(retired 26/10/2006) 6 198,840 9,657 100,000 35,015   343,512 364,272
A.C. Smith 7 245,631 18,223 75,000 44,062   382,916 269,068

Non-executive     
J.G. Abel8   40,000 65,000  105,000 217,118
D. Bramson  
(retired 31/03/2006)    10,000 1,250  11,250 45,000
R.W.T. Buchanan   40,000 15,000  55,000 52,500
D.P.H. Burgess   40,000 20,000  60,000 55,000
G.J. Gordon   40,000 5,000  45,000 36,538
I.J. Henderson9   40,000 10,000  50,000 44,744
L. James   40,000 5,000  45,000 36,538
M. Rapp    40,000 40,000  80,000 80,000
R.O. Rowley   40,000 2,500  42,500 40,000
N. Sachdev  
(from 01/11/2006)   6,667   6,667

Total 1,760,091 107,514 581,500 298,508 336,667 163,750  3,248,030 2,596,632

* Aggregate emoluments exclude share bonuses and pensions, which are detailed below. 

1 Sir Robert Finch received £44,731 under contractual arrangements whereby he is entitled to receive, each quarter, such additional remuneration that will purchase 1,000  
Liberty International ordinary shares. 

2  Mr Fischel received a payment of £74,700, representing 24% of basic salary from 1 April 2006 in lieu of accruing further benefits under the defined benefit scheme. 
3  Mrs Chaldecott was appointed on 7 February 2005. 
4  Mr Cable was appointed on 7 February 2005. 
5  Mr Hawksworth received a joining bonus of £100,000, which was paid on 1 September 2006. A further £100,000 will be paid in March 2007 and a final sum of £50,000  

in March 2008. Mr Hawksworth will also receive a bonus guaranteed at not less than 75 per cent of his salary for the period 1 January 2007 to 31 December 2007. 
6  Mr Saggers received a payment of £35,015, representing 24.5% of basic salary from 1 April 2006 in lieu of accruing further benefits under the defined benefit scheme.  
7  Mr Smith received a payment of £44,062, representing 23.5% of basic salary from 1 April 2006 in lieu of accruing further benefits under the defined benefit scheme. 
8  Mr Abel retired as executive Director on 30 September 2005. “Other fees” include a total of £60,000 paid to Mr Abel in connection with consultancy arrangements. 
9  Mr Henderson was appointed on 7 February 2005. 

Sir Donald Gordon retired as Chairman on 30 June 2005. During 2006 a total of £350,000 (2005: £175,000) was paid to Sir Donald in connection with 
his Life Presidency and consultancy arrangements. In 2005, Sir Donald received aggregate emoluments of £293,455 in respect of his Chairmanship up  
to 30 June 2005. 

Following his retirement from the Board on 31 March 2006, Mr Bramson received £7,500 as Chairman of the Trustees of the Liberty International Group 
Retirement Benefit Scheme and £3,750 as a member of the CSC Capital Projects Committee. 

Benefits provided for the Chairman and Executive Directors relate primarily to the provision of a car or car allowance and medical insurance.  

Full details relating to the holding and exercise of share options by Directors and the performance conditions relating to the options are set out in note 35  
to the accounts, which are subject to audit.  

Bonuses for Executive Directors were determined on 8 February 2007 (under the annual bonus scheme for the year ended 31 December 2006). Part of the 
bonus entitlement will be taken in cash, part will be awarded in the form of shares under the SIP, and a further part as a conditional award of shares in the 
company. The SIP shares are held in trust for a period of five years to qualify for tax advantages. The conditional awards comprise “Restricted” shares and 
“Additional” shares. “Additional” shares are equal to 50 per cent of the Restricted and SIP shares combined. The Restricted and Additional shares will be 
released respectively two and four years after the date of the award, provided the Director has remained in service.  
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The bonus share awards to the Executive Directors were as follows: 

Name SIP* Restricted* Additional*

D.A. Fischel 231 18,219 9,225
I.D. Hawksworth 231 – –
A.C. Smith 231 5,538 2,885
K.E. Chaldecott 231 5,538 2,885
R.M. Cable 231 5,077 2,654

* The numbers and values of shares shown above are indicative only, based on a share price of £13.00 per share. The precise number of shares awarded will depend on the market 
price of ordinary shares on the relevant day preceding the awards and may differ from the estimated number. 

The interests of Directors in previous conditional awards of ordinary shares under the annual bonus scheme are detailed in note 35 on pages 59 to 61. 

Directors’ pensions – Table 5 
One Director, Mr Hawksworth, was a member of a money purchase scheme; contributions of £21,143 were made in the year by the company on his behalf. 
Five Directors were members of a defined benefit arrangement, benefits earned being as shown below. 

Two disclosures on transfer values are required; one is defined by the Director’s Remuneration Report Regulations 2002, which introduced Schedule 7A into 
the Companies Act 1985 – see (a) below. The other is defined by UKLA Listing Rules, derived from the Companies Act 1985 – see (b) below. 

The Companies Act Schedule 7A disclosure shows the difference between the transfer valuation of each Director’s total pension benefit both at the start and 
at the end of the year. The valuation takes into account, at each such date, the Director’s age; certain economic factors and financial market conditions; the 
basis of calculation applied at that date; and any increase in pension. In some years, the effect of the change in factors used in the calculation can outweigh 
the actual increase in pension. By contrast, the Listing Rules disclosure is based on the actual increase in pension benefit in the year and states the transfer 
value of the increase using actuarial factors as at the year end. 

(a) Disclosures as required by Schedule 7A of the Companies Act 1985 

Name 

Total pension
accrued at 

31 December 
2006*
£ p.a. 

Increase in 
accrued 

pension over 
the year

(including 
inflation) 

£ p.a.

Transfer 
value of 
benefits

1 January
2006

£

Transfer 
value of 
benefits

31 December
2006

£

Increase in 
transfer value 

over year 
£ 

Increase in   
transfer value   

over year,   
less Director   
contributions† 

2006   
£   

Increase in  
transfer value  

over year,  
less Director  
contributions†

2005  
£  

R.M. Cable 42,670 8,267 399,432 496,957 97,525 86,525 109,680
K.E. Chaldecott 68,704 12,634 572,534 701,701 129,167 117,292 162,288
D.A. Fischel1 149,568 6,742 1,749,741 1,837,342 87,601 82,537 369,205
J.I. Saggers (retired 26/10/2006)  153,862 6,962 2,782,834 2,951,286 168,452 165,515 452,609
A.C. Smith1 77,108 4,154 837,537 885,667 48,130 45,223 197,103

Total 491,912 38,759 6,342,078 6,872,953 530,875 497,092 1,290,885

* The pension entitlement shown is that which would be paid annually based on service to the end of the year. 
† The transfer value has been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note GN11 less the Director’s contributions. 

(b) Additional disclosure required under the Listing Rules of the UK Listing Authority 

Name 

Increase in accrued  
pension over the year 

(excluding inflation)  
£ p.a. 

Transfer value of 
increase (less Director

contributions) 
£

R.M. Cable 7,338 74,942
K.E. Chaldecott 11,120 102,452
D.A. Fischel1 2,886 29,982
J.I. Saggers (retired 26/10/2006) 1 2,996 55,427
A.C. Smith1 2,184 21,903

Total 26,524 284,706

Notes: 

1  On 5 April 2006, Messrs Fischel, Smith and Saggers ceased to accrue further benefits in the defined benefit scheme, as a result of new pensions legislation which introduced the 
“single lifetime limit”. Messrs Fischel, Smith and Saggers have each since 5 April 2006 received an actuarially determined amount of cash, subject to PAYE and NI deductions, as 
set out in the footnotes to Table 4 above, in lieu of accruing further benefits under the defined benefit scheme. 

Directors who are members of the Retirement Benefit Scheme have the option to pay additional voluntary contributions. No contributions were made  
in the year. 

R.W.T. Buchanan 
Chairman of the Remuneration Committee, on behalf of the Board 

28 February 2007 
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Balance sheet 
UK GAAP  IFRS 

2002
£m

2003
£m

2004
£m

 2004 
£m 

2005
£m

2006
£m

Investment properties   
UK shopping centres 3,522.3 3,760.3 4,362.9  4,349.0 5,839.0 6,542.8
Other 874.0 864.9 950.0  948.6 1,098.8 1,644.3

 4,396.3 4,625.2 5,312.9  5,297.6 6,937.8 8,187.1
Other assets less current liabilities 257.2 366.3 381.2  451.6 (66.1) 193.4

Total assets less current liabilities 4,653.5 4,991.5 5,694.1  5,749.2 6,871.7 8.380.5
Long-term debt (1,831.0) (1,814.4) (2,118.8)  (2,268.0) (2,970.2) (3.493.7)
Convertible bonds (64.0) (233.9) (235.4)  (220.9) (105.4) (108.7)
Provisions for liabilities and charges (75.0) (83.8) (95.9)  (726.1) (863.0) (45.7)

Total shareholders’ funds including minority interests 2,683.5 2,859.4 3,244.0  2,534.2 2,933.1 4,732.4

 
Profit and loss account      

2002
£m

2003
£m

2004
£m

 2004 
£m 

2005
£m

2006
£m

UK shopping centres 161.2 175.9 181.2  187.4 235.6 272.0
Other commercial properties 59.1 61.4 64.0  68.9 64.5 68.6

Net rental income 220.3 237.3 245.2  256.3 300.1 340.6
Property trading 5.1 4.5 9.9  6.2 11.6 32.8
Other income 7.2 10.8 8.9  8.9 2.6 2.0
Administrative expenses (20.5) (24.8) (26.5)  (27.2) (29.2) (34.2)
Share of operating profit of joint ventures 3.8 8.1 7.7  – – –

Operating profit 215.9 235.9 245.2  244.2 285.1 341.2
Net interest payable (129.3) (131.7) (129.5)  (137.2) (164.2) (186.1)

Profit before taxation, valuation and exceptional items 86.6 104.2 115.7  107.0 120.9 155.1
Gains on revaluations and sale of investment properties – – –  357.3 565.5 586.5
Exceptional profits 17.2 5.8 42.6  32.2 (13.7) (2.0)
Change in fair value of derivative financial instruments – – –  (41.4) (145.8) 163.5

Profit on ordinary activities before taxation 103.8 110.0 158.3  455.1 526.9 903.1

Profit for the financial year   
attributable to shareholders after taxation and minority interests 81.0 80.6 124.6  332.1 366.3 1,564.1
Ordinary dividends (69.6) (77.7) (84.0)  (81.1) (86.3) (97.4)

Transfers to retained profit 11.4 2.9 40.6  251.0 280.0 1,466.7

 
Per share information       

2002 2003 2004  2004 2005 2006

Earnings per share before exceptional items (adjusted) 25.58p 27.45p 29.02p  27.1p 29.8p 33.9p
Earnings per share (basic) (includes exceptional items) 28.54p 26.25p 39.32p  104.8p 114.8p 462.1p
Dividends per share  23.75p 25.00p 26.50p  26.50p 28.25p 31.00p

Net assets per share (diluted, adjusted) 862p 906p 1017p  1025p 1188p 1327p

Ordinary shares in issue 312.6m 316.6m 317.3m  317.3m 335.4m 361.7m
Ordinary shares in issue (diluted) 325.9m 351.7m 352.1m  352.1m 352.0m 377.1m
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Sq. ft.  

(Sq. m.) 
Number 
of shops Anchor stores Transport links 

Car parking 
spaces % owned

Out-of-town      

1 Lakeside  
 (Thurrock) 

1.4 million 
(130,340) 

280 Marks & Spencer, House of 
Fraser, Debenhams, Primark 

Rail and bus station,  
coach park, taxi rank 

13,000 100

2 MetroCentre  
 (Gateshead) 

1.81 million 
(168,900) 

339 Marks & Spencer, House of 
Fraser, Debenhams, Bhs 

Rail and bus interchange, 
coach park 

9,250 90

3a Braehead 
 (Renfrew, Glasgow) 

1.06 million 
(98,470) 

110+11 
in retail park 

Marks & Spencer,  
Sainsbury’s, Bhs, Next 

Bus station, coach  
park, ferry link 

6,500 100

3b  Xscape* 
  (Renfrew, Glasgow) 

460,000 
(42,730) 

35 SNOzone!, Bowlplex, Socca 
Circus 

 1,400 50

4 Cribbs Causeway  
 (Bristol) 

995,000 
(92,440) 

132+10 
in retail park 

John Lewis, Marks &  
Spencer, WH Smith, Boots 

Bus station, coach  
park, taxi rank 

7,000 66
(Joint)

In-town      

5a Manchester Arndale 1.4 million 
 (130,060)  

206 Next, Bhs, WH Smith, Boots, 
TopShop 

Bus stops, tram, taxi rank 1,450 
adjacent 

95
(Joint)

5b  New Cathedral Street 
 (Manchester) 

200,000 
(18,580) 

11 Harvey Nichols, Zara, Heals   90
(Joint)

6 Victoria Centre 
 (Nottingham) 

981,000 
(91,140) 

120 John Lewis, House of Fraser, 
Next, Boots 

Bus station, taxi rank 2,750 100

7 Eldon Square 
 (Newcastle upon Tyne) 

976,000 
(90,670) 

156 John Lewis, Fenwick, Boots, 
Monsoon 

Bus and Metro stations,  
taxi ranks 

1,800 60

8 The Harlequin 
 (Watford) 

726,000 
(67,450) 

146 John Lewis, Zara, Marks & 
Spencer, Virgin Megastore 

Bus stops, two railway 
stations and taxi rank 

2,050 93

9  The Potteries 
 (Stoke-on-Trent) 

563,000 
(52,300) 

91 Debenhams, Next, Gap, 
Primark 

Bus stops, coach park,  
taxi rank 

1,240 100

10 Chapelfield  
 (Norwich) 

530,000 
(49,240) 

99 House of Fraser, Zara, 
Borders, H&M, Boots 

Bus stops, taxi rank  1,000 100

11 The Chimes  
 (Uxbridge) 

440,000 
(40,880) 

71 Debenhams, Bhs, Boots,  
Next 

Bus and underground  
stations, taxi rank 

1,600 100

12 The Glades  
 (Bromley) 

421,000  
(39,110) 

133 Marks & Spencer, Boots, 
Debenhams, Virgin Megastore

Bus stops, two railway 
stations and taxi rank 

1,530 63

13a St David’s Centre * 
 (Cardiff) 

427,000 
(39,670) 

75 Debenhams, Bhs, Boots Bus stops, two railway 
stations and taxi rank 

Under re-
construction

50

Developments      

13b St David’s 2  
 (Cardiff)    
 Estimated opening 2009 

967,500  
(89,881) 

128 John Lewis – 3,000 50

14 Westgate  
 (Oxford)   
 Estimated opening 2011 

750,000 (69,675)  
on completion 

(existing centre 
231,000 (21,460)) 

80 John Lewis – 1,335 50

*2006 additions 

 Rent review pattern Lease maturities by unit 

 
Units 
2006 

Units 
2007 

Units
2008

Units
2009

Units
2010

Units
2011

0 – 5 
years

6 – 10 
years 

11 – 15 
years 

Over 15 
years Total

Lakeside, Thurrock 27 27 33 31 83 31 77 112 79 12 280
MetroCentre, Gateshead 65 47 28 61 42 79 173 141 17 8 339

Braehead, Glasgow 1 7 5 104 25 2 8 73 24 16 121

Other M25 centres 92 59 38 39 84 90 74 144 111 21 350

Other centres 54 54 75 39 45 85 183 182 59 53 477

Centres acquired or completed  25 24 108 23 110 20 108 134 154 62 458

 264 218 287 297 389 307 623 786 444 172 2,025

Percentage of total retail units 14% 11% 14% 15% 19% 15% 31% 39% 22% 8% 100%

Percentage of CSC rental income 19% 11% 13% 19% 28% 18% 19% 48% 22% 11% 100%
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Capco Central London 
190 Strand, WC2 
165,000 sq. ft. offices and 7,000 sq. ft. retail 

26/40 and 201/207 Kensington  
High Street, W8 
106,000 sq. ft. retail and leisure 
31,000 sq. ft. offices 

Regent Street, W1; Victory House, Carrington 
House, Walmar House and Kendal House 
70,000 sq. ft. offices  
41,000 sq. ft. retail 

Piccadilly, W1; Foxglove House, Dudley  
House, Egyptian House, Empire House and 
Piccadilly Arcade 
64,000 sq. ft. offices 
39,000 sq. ft. retail 

24/25 Britton Street, EC1  
50,000 sq. ft. offices 

12/14 New Fetter Lane, EC4 
26,000 sq. ft. offices 

26/29 Sloane Street, SW1 
10,000 sq. ft. retail 

Hans Court, SW3 
8,000 sq. ft. retail 

 

Capco Covent Garden 
Covent Garden Estate 
97,000 sq. ft. restaurants 
110,000 sq. ft. markets & museums 
146,000 sq. ft. offices 
169,000 sq. ft. retail 

 
 

Capco Opportunities 
Cambridge; Capital Park  
202,000 sq. ft.  

Hammersmith, W6 Metro Building 
110,000 sq. ft. offices 

Slough; St Martin’s Place  
and Capital Point, Bath Road  
105,000 sq. ft. offices in two buildings 

Basingstoke; The Crescent  
102,000 sq. ft. offices 

Uxbridge; Capital Court  
58,000 sq. ft. offices 

Rochester; Medway Valley Park 
155,000 sq. ft. leisure 

Birmingham; Somerset House 
45,000 sq. ft. offices and 5,000 sq. ft. retail 

Cambridge; Lockton House  
28,000 sq. ft. offices 

 

Capco Urban 
Manchester; Market Street  
513,000 sq. ft. department store 

Liverpool; Renshaw Street  
510,000 sq. ft. department store 

Leeds; Broad Gate 
297,000 sq. ft. retail  
39,000 sq. ft. offices  

Stafford; Queens Retail Park 
162,000 sq. ft. retail 

Braintree; Retail Park 
89,000 sq. ft. retail  

Canterbury; Riverside Retail Park 
39,000 sq. ft. retail  

United States (California) 
Daly City; Serramonte Shopping Center 
856,000 sq. ft. shopping centre 

Concord; The Willows Shopping Center  
235,000 sq. ft. lifestyle shopping centre 

Los Angeles; Pacific Financial Center  
213,000 sq. ft. offices (50 per cent interest) 

Sacramento; The Senator  
172,000 sq. ft. offices 

Walnut Creek; Plaza Escuela  
154,000 sq. ft. lifestyle retail center 

San Francisco; 222 Sutter Street  
84,000 sq. ft. office 
43,000 sq. ft. retail 

Davis; The Marketplace  
113,000 sq. ft. community shopping centre 

Danville; San Ramon Medical Center 
75,000 sq. ft. offices 

Sacramento; Park Plaza  
73,000 sq. ft. offices 

San Francisco;  
Parnassus Heights Medical Center  
69,000 sq. ft. offices (50 per cent interest) 
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Registrars 
All enquiries concerning shares or shareholdings, including notification of 
change of address, queries regarding loss of a share certificate and dividend 
payments should be addressed to: 

For shareholders registered in the UK: 
Capita Registrars 
The Registry, 34 Beckenham Road 
Beckenham, Kent BR3 4TU 
Telephone 0870 162 3100 (within UK) 
+44 20 8639 2157 (outside UK) 
Facsimile 020 8639 2342 
Email: ssd@capitaregistrars.com 
For UK shareholders with hearing difficulties:  
telephone 0800 500 888 
www.capitaregistrars.com  

For shareholders registered in South Africa: 
Computershare Investor Services 2004 (Pty) Ltd 
70 Marshall Street, Johannesburg 2001 
South Africa 
Postal address: 
PO Box 61051 
Marshalltown 2107, South Africa 
Telephone +27 11 370 5000 
Facsimile +27 11 688 5216 
www.computershare.com 

For shareholders holding  
American Depositary Receipts: 
The Bank of New York 
Investor Services 
PO Box 11258 
Church Street Station 
New York, NY 10286-1258 
Freephone number within USA: 
1-888-BNY-ADRS (1-888-269-2377) 
Telephone number outside USA: 
+1-610-382-7836 
Email shareowners@bankofny.com 
http://www.stockbny.com 

Payment of dividends 
Shareholders who wish to have their dividends paid directly into a bank or 
building society account should complete a mandate form available from the 
appropriate registrars.  

Share price information 
The latest information on the Liberty International PLC share price is available 
on the website www.liberty-international.co.uk 

Web-based enquiry service for shareholders  
Found at www.capitaregistrars.com, shareholders registered in the UK  
can use this service to obtain details of their shareholdings and dividends. 
The shareholder’s surname, Investor Code (found on any correspondence 
from registrars) and postcode are required to use this service. Shareholders 
may also use this service to amend or change their address and dividend 
mandate details. 

Share dealing 
Existing UK shareholders may trade Liberty International PLC shares through 
Capita Share Dealing Services who provide an easy to use, real-time online, 
telephone and postal dealing service. www.capitadeal.com  
telephone: 0870 458 4577 

Electronic communication 
The company will be seeking, at the forthcoming Annual General Meeting, 
shareholders’ consent to send or supply communications to shareholders 
via the company’s website, as well as amending the Articles of Association 
to permit such form of communication. Approval of these resolutions will 
enable the company to supply information such as the Annual Report via  
the website to shareholders who have consented to such communication. 
Shareholders would be notified by email or post when new information is 
available on the website. 

UK shareholders may also register to receive communications electronically 
by logging on to the website of the UK registrars (www.capitaregistrars.com) 
and following the instructions given to register an email address. Once 
registered, shareholders are sent a “Notice of Availability” email highlighting 
that the Annual Report, Interim Report or Notice is available for viewing on 
the website. 

Dividends 
The Directors of Liberty International PLC have proposed a final ordinary 
dividend per share of 17.25p (2005 – 15.25p) to bring the total ordinary 
dividend per share for the year to 31.0p (2005 – 28.25p). 

The following are the salient dates for the payment of the final  
proposed dividend: 

Tuesday, 24 April 2007 
Sterling/Rand exchange rate struck. 

Monday, 7 May 2007 
Ordinary shares listed ex-dividend on the JSE, Johannesburg. 

Wednesday, 9 May 2007 
Ordinary shares listed ex-dividend on the London Stock Exchange. 

Friday, 11 May 2007 
Record date for final dividend in London and Johannesburg. 

Wednesday, 30 May 2007 
Dividend payment day for shareholders.  
(Note: Payment to ADR holders will be made on 13 June 2007.) 

South African shareholders should note that, in accordance with the 
requirements of STRATE, the last day to trade cum-dividend will be Friday 
11 May 2007 and that no dematerialisation or rematerialisation of shares  
will be possible from Monday 7 May to Friday 11 May 2007 inclusive.  

No transfers between the UK and South African registers may take place 
from Tuesday 24 April to Sunday 13 May 2007 inclusive. 
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These sections of the report include items required 
to be stated in accordance with section 234 ZZB 
of the Companies Act 1985 – Business Review

This report includes statements that are forward-looking in 
nature. Forward-looking statements involve known and 
unknown risks, uncertainties and other factors which may 
cause the actual results, performance or achievements of 
Liberty International PLC to be materially different from any 
future results, performance or achievements expressed or 
implied by such forward-looking statements.
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