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Non-statutory measures

EPRA NAV per share®

504.2 pence +4.2%

Underlying total accounting return

6.3% +0.3ppt

Adjusted EPRA earnings

£38.7m +22.1%

Adjusted EPRA earnings per share

17.4 pence +21.7%

See-through loan-to-value

19.6% +2.7ppt

Statutory measures

NAV per share®

484.2 pence +3.0%

Total dividend per share

8.7 pence +22.5%

Profit for the year

£49.5m -18.2%

Basic earnings per share

22.8 pence -15.9%

Group net debt

£314.1m +14.5%

(1) Reconciliations between all the statutory and non-statutory measures and
the explanations as to why the non-statutory measures give valuable further
insight into the Group's performance are given in notes 2 and 3 to the Group
financial statements.

(2) Following the adoption of IFRS 9 Financial Instruments during the year ended
30 November 2019, the comparative values of EPRA NAV per share and NAV per
share at 30 November 2018 have been reduced by 0.1 pence and 0.2 pence
respectively to reflect the retrospective restatement required for recognising
provisions against trade and other receivables using an expected credit loss
rather than an incurred loss model. The Group has also adopted IFRS 15
Revenue from Contracts with Customers and IFRS 16 Leases during the year
ended 30 November 2019, but there has been no impact on the reported
measures as a result of the adoption of these standards. Further detail is
given in the accounting policies note to the Group financial statements.



ST. MODWEN AT A GLANCE

Who
we are

St. Modwen is an expert
developer with over

30 years of property and
regeneration expertise,
operating across three
dedicated business units
in the UK: St. Modwen
Homes, Industrial &
Logistics, and Strategic
Land & Regeneration,

all of which are aligned
to structural growth
trends. A constituent

of the FTSE250, we are
active across England
and South Wales, with a

portfolio totalling £1.48bn.

Key
facts

What
we do

Our
values

Track record

UK portfolio

Total St. Modwen Homes
sold in 2019

Total residential plots with
planning recognition

Committed industrial and
logistics development pipeline

Long-term industrial
and logistics pipeline

People employed

St. Modwen Homes
delivers new homes
across the UK, is actively
selling at 21 outlets and
delivered over 1,000 new
homes during 2019.

Industrial & Logistics
designs and builds
high-quality spaces for
logistics and industrial
customers backed by
a 19m sq ft pipeline.

Strategic Land & Regeneration
acts as master developer
by promoting and
releasing land primarily
for residential and
industrial and logjistics
uses, as well as delivering
transformational
regeneration projects.

We unlock potential

We build quality outcomes

We do the right thing

&

We're joined up

-

We do what we say

S



Operational
highlights

Group

- Dedicated business units now fully aligned to strategic objectives following
restructuring of internal organisational design and further portfolio rationalisation.

- Strong progression of people strategy, delivering an enhanced working environment
and culture, and better internal systems to aid productivity and wellbeing.

- Development of Responsible Business approach to how we do business, covering
social and environmental ambitions to support delivery of our purpose and alignment

with stakeholders.

Industrial & Logistics

« Grown industrial and
logistics exposure to
44% of total portfolio
by value.

- 09m sq ft of space
completed during the
year, 97% of which will
be retained.

+ Leasing momentum
continues with 58% of
completed ERV already
let or under offer.

St. Modwen Homes

+ 25% growth in sales
volumes with 1,060
units sold.

« HBF customer
satisfaction rating
over 90%, equivalent
to 5* status.

- Pipeline in place to
grow volumes by up
to 20% p.a. to 2021
and opportunity to
grow further.

Strategic Land & Regeneration

« Agreed £30m of
residential land sales
in-year and a further
£25m since year-end.

- Sold £65m of non-core
assets, including over half
of residual non-core retail.

- Prepared next phases
at major regeneration
sites and progressed
longer-term mixed-use
opportunities.

For more on this topic
See pages 18 and 23

For more on this topic
See pages 19 and 24

For more on this topic
See pages 19 and 25

New industrial and logistics
space delivered in 2019

Sales growth in St. Modwen
Homes during 2019

Non-core retail as percentage
of total portfolio

Percentage of space delivered

in 2019 to be retained

Increased 2019 margins
in St. Modwen Homes to

Agreed residential land sales
since year-end

ERV of future pipeline
with planning

Current forward-sold private
units as % of target FY sales

Proceeds from the sale of
411 student beds in Swansea



WHY WE EXIST

CHANGING
PLACES.

This is our core purpose and the reason we exist
as a business.

We first set out our purpose in 2017, centred

on delivering quality places to live and work that
enhance communities and create opportunities
for growth and shared returns. We are proud

to transform, optimise and improve places and
our purpose is to give new meaning to those
communities we live in and serve, and to the
environments we develop.

1 St. Modwen Properties PLC
Annual report and financial statements 2019
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In recent years, we've focused on
aligning the Company with our
strategic objectives and creating
the right culture and internal
environment. This is clearly
important because delivery of
our financial and commercial
objectives is vital to our purpose
— we couldn't keep doing what
we do if we didn't make money.

But the world is changing, and
there is a new business climate
where purpose and profit are
inextricably linked. So to
sustain success, particularly
over the long term, we know
that our financial performance
must be delivered in tandem
with having a meaningful,
positive impact on society and
the environment. This is what
we mean by really living and
delivering on our purpose.

We already have a proud history
of delivering important social and
environmental impacts in the
communities we serve. Now it's
time to bring this together to
establish a clear, deliverable and
truly responsible approach for
the long term.



Launching
Responsible
Business

Homes

Strategic Land
& Regeneration

Industrial
& Logistics

@ Net carbon reduction

‘\\ Biodiversity &
sustainable environments

{; Health & wellbeing

(&) Responsible operating
(@2 practices & partnerships

St. Modwen Properties PLC
Annual report and financial statements 2019
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RESPONSIBLE BUSINESS
CONTINUED

Net carbon
reduction

Biodiversity
& sustainable
environments

@

What it is

To help achieve the global goal to stop
average temperatures rising more than
2 degrees, the UN wants everyone

— from individuals to global corporations
and governments — to decrease the
amount of harmful carbon emitted

to our planet.

What it is

Population growth and social trends
mean humans are impacting the natural
environment around us in unprecedented
ways. From the destruction of distant
rainforests to dying out UK insect breeds
or the way we all handle waste, change
is high on the agenda.

What it is

Diversity and inclusion is about
recognising that everyone is individual
and embracing this difference in the
way we work and go about our lives.

Typical categories include age, disability,
race, religion, gender and sexual
orientation, but diversity is far deeper
and wider, creating a richness in society.

Why it's important

The building and construction industry
accounts for around 40% (UN) of the
world's carbon emissions. Government,
local authorities, partners and customers
have expectations and targets which
must be met or exceeded but a global
step-change is needed.

Why it's important

Our Company changes the landscapes
of both brown- and green-field sites

so we are directly impacting nature and
the land around us. We want to embrace
and make a virtue of a progressive
approach to our natural environment.

Why it's important

We're creating a culture at St. Modwen
that is inspiring and inclusive, where
difference is valued, so we can perform
at our best and realise our potential as
well as to reflect our community.

We're committed to attracting and
retaining the best, diverse talent and
creating a safe and inclusive
environment where our people can
bring their whole selves to work.

How we can help
- Target ongoing carbon reduction
at a business unit and Group level.

- Embrace design principles that
deliver long-term, low-carbon and
low-carbon-enabled buildings.

« Integrate carbon reduction into
business policies.

How we can help
- Boost biodiversity at our schemes.

- Make positive use of the community
spaces we create to improve
biodiversity.

- Only use materials from sustainably
managed sources.

+ Reduce waste by maximising product
and material use throughout lifecycles.

How we can help

« Enhance diversity and ensure
inclusion across all levels, and across
the business.

- Offer fair, equal and unbiased
recruitment, promotion and
reward systems.

« Ensure a safe, inclusive and agile
work environment where all talent
can thrive.

Overarching ambition

Be operationally net zero carbon
by 2025 and fully net zero carbon
by 2040.

Overarching ambition

Be ready by the end of 2020

to achieve a net biodiversity gain
of at least 10% associated with

all development activity. By 2025,
cut St. Modwen Homes site waste
by a third and increase recycling
rate to 99%.

St. Modwen Properties PLC

Overarching ambition
To achieve the UK National
Equality Standard by 2025.

Annual report and financial statements 2019



Health
& wellbeing

¥

Responsible
operating practices
& partnerships

o
ofo

What it is

Access to good education is
fundamental to a strong society so that
everyone has the chance to reach their
full potential. At the same time, strong
skills training and development ensure
that there is no shortage of the right
people to occupy current and future
employment needs.

What it is

Physical and mental health is something
everyone strives towards in the pursuit
of a good life. A healthy body and mind
allows us to enjoy our surroundings, feel
good about ourselves and achieve more.

What it is

Having the right operating practices
ensures that our responsible approach
to business is reflected in the way we
carry out our business. It also means
working with and influencing our supply
chain and partners to ensure quality,
mutually beneficial outcomes.

Why it's important

We have the chance to work in
partnership with education and skills
providers to support the development
of tomorrow’s futures. As an employer
we can offer our people training, share
knowledge and support ongoing
development. Collectively we can help
ensure a successful, resilient society

in a fast-changing marketplace.

Why it's important

We want to play our part in helping

to support a healthier, happier and
engaged workforce because it drives
sustainable performance. We also have
the potential to impact our customers
and communities — through places and
products — to boost their wellbeing and
enrich their lives.

Why it's important

We are many times larger than ourselves
through the activities we carry out and
the supply chain we use. This gives us
the chance to positively impact working
practices, from payment terms and job
creation through to education and our
impact on the natural environment.

How we can help

- As an employer, support skills
development of our people and
inspire continued learning.

+ In the community, promote and
invest in education and increase
pathways into the workplace.

- Improve awareness of the industry
and encourage skills and innovation.

How we can help
- Support wellbeing programmes
within our workplace.

- Address the wellbeing of communities
in all development plans.

- Consider and plan for the wellbeing
of contractors and partners.

How we can help
- Safety first for ourselves, our partners
and our customers.

- Establish and maintain a framework
for supply chain alignment, ensuring
we work with partners to collectively
meet our responsible business goals.

+ Build and maintain positive
partnerships and effective stakeholder
engagement and communications.

+ Build and maintain a culture of
respect in the workplace and on site.

Overarching ambition

Invest 1% of the Company's cash
profits every year into education
partnerships by 2025.

Make a positive impact on over
20,000 young people by 2025.

Overarching ambition

Be bold in our pursuit of wellbeing
to boost the happiness, health
and satisfaction of our people.

Make a meaningful, positive impact
on the health and wellbeing of
the communities we operate in
and the places we deliver.

St. Modwen Properties PLC

Overarching ambition

We can only fulfil our approach
to responsible business by
working with our supply chain.

During 2020, launch a charter to
our partners to inspire, set goals
and underpin responsible ways

of working.

Annual report and financial statements 2019
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RESPONSIBLE BUSINESS IN ACTION

Working closely with
local stakeholders and
supporting future skills
development

Opening doors to students
(left)

St. Modwen Homes
opened its Trentham
Manor site to Level 3 BTEC
Construction and Built
Environment learners
from Stoke-on-Trent
College. The students,
aged between 16 and 18,
were able to get real-life
experience of building
standards, legislation,
policies and procedures
at a modern construction
site, with a particular focus
on aspects of health,
safety and welfare in
construction, the built
environment and
sustainability.

Signing of Armed Forces Covenant (right)

As part of our commitment to education and future
skills, we've signed the Armed Forces Covenant,
providing members of the armed forces community
with a recruitment pathway, training and opportunities
to secure a fulfilling career in the housebuilding and
property sectors. Our pledge to provide equal
opportunities to those who serve in the Armed Forces,
and their families, will enhance the diversity of talent
entering the construction sector and go some way

to addressing the growing skills gap.

6 St. Modwen Properties PLC
Annual report and financial statements 2019
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RESPONSIBLE BUSINESS IN ACTION
CONTINUED

Supporting
communities and
promoting good
health and wellbeing

Delivering on our promise
(right)

As part of our ongoing
regeneration of
Longbridge, we delivered
power and water to a
700-year-old local church
to support its future and
create a more usable
space for the community.
Delivering on our promise
to St. Michael and All
Angels Church in Cofton
Hackett, we carried out
extensive excavation works
to install and connect
utilities, allowing the
installation of a toilet and
tea and coffee facilities.

Bonnington Café on Thessaly (left)

As part of our regeneration of New Covent Garden
Market, we partnered with the Covent Garden
Market Authority and Thrive Wandsworth to launch
Bonnington Café on Thessaly. Serving delicious,
inexpensive home-style cooked meals made by
local cooks — using ingredients from neighbouring
New Covent Garden Market — the café encouraged
the community to spend time outside of the home
with friends, family and neighbours.

8 St. Modwen Properties PLC
Annual report and financial statements 2019
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RESPONSIBLE BUSINESS IN ACTION
CONTINUED

Supporting the

protection of wildlife

and looking after

our environment

Maintaining and developing woodland at Kingsgrove (right)
Our 227-acre new community in Kingsgrove, Wantage,
will see the development of up to 1,500 new homes,

a state-of-the-art primary school and community
facilities. Located in the rolling Oxfordshire countryside,
Kingsgrove will consist of 100 acres of green space that
is sensitive to its surroundings. Our design considers
existing hedgerows, trees and woodlands and retains
them as part of the development, where possible. In
addition, we are creating 30 acres of new woodland,
with 41,000 trees — just over half — having already been
planted, as shown. New hedgerows and species-rich
grassland are also being planted to create enhanced
habitats and boost biodiversity.

Trees planted to date

10

Creating a home for bats (left)

As part of our long-term regeneration and strong
commitment to protecting and enhancing the
biodiversity of our Coed Darcy project near Swansea,
we created and continue to manage a purpose-built
bat house. Three times the size of an average domestic
home, the building has multiple spaces within it for
different types of bats to visit and live, with evidence
of brown long-eared bats (Plecotus auratus) as well

as whiskered bats (Myotis mystacinus).

Acres of public green spaces created, including parks and
wildlife areas, across our sites

St. Modwen Properties PLC
Annual report and financial statements 2019
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CHAIR'S STATEMENT

Danuta Gray
Chair

St. Modwen Properties PLC
Annual report and financial statements 2019



2019 has been a positive year for St. Modwen, with a continued
increase in momentum in delivering our growth-focused strategy.
During the year we restructured our internal organisation to fully
align this to our three strategic objectives: build a high-quality
industrial and logistics business, grow our residential and
housebuilding business, and leverage our regeneration reputation
- all of which is built around our core purpose, ‘Changing places.
Creating better futures.’ In delivering on this purpose, we aim to
create value for all our stakeholders, be it through bringing to

life unloved, disused sites to create thriving new communities;
delivering affordable, high-quality houses and a first-rate
experience to customers looking for a new home; developing
modern logistics and industrial space for businesses to grow

and jobs to be created; or investing in our own people.

The positive momentum has been visible in each of our three
business units, with a 25% increase in volumes in St. Modwen
Homes; 85% growth in leasing and an over 60% step-up in
development planned for 2020 in Industrial & Logistics; and £133m
of disposals and good development progress in Strategic Land &
Regeneration. We delivered a 21.7% increase in our adjusted EPRA
EPS in 2019, driving a 22.5% increase in our dividend for the year
to 8.7 pence per share. Our underlying total accounting return
improved to 6.3%, which is stated before the impact of 1.7ppt
due to the exceptional provision for a legacy project the Group
developed and sold c. 15 years ago. This reduced our NAV by
1.6% but despite this, our NAV per share increased 3.0% during
the year and our balance sheet remains strong, with a low 19.6%
see-through LTV, even after further investments in growth.

Board changes

At the AGM in March | took over as Chair from Bill Shannon, who
stepped down following eight years in the position. In September
we announced the appointment of Sarah Whitney as non-
executive director, who brings a wealth of experience in the real
estate and corporate finance sectors to the Board, especially with
respect to public private partnerships.

In November we announced that Mark Allan would be stepping
down as Chief Executive during 2020 to take up the role of CEO at
Land Securities plc. Mark will stay with the business until 30 April
and gradually hand over responsibilities to our Chief Finance and
Operations Officer, Rob Hudson, who will take on the role of interim
Chief Executive until a new Chief Executive joins the business. A
search process is well underway, focusing on external candidates,
and we will provide an update on this as and when appropriate.

On behalf of the Board, | would like to wish Mark well in his new
role and thank him for his substantial contribution to St. Modwen
over the last three years. Under his leadership the business has
seen a major transformation in culture, people agenda and purpose,
which is reflected in our new Responsible Business ambitions, and
it embarked on a successful growth strategy in three key sectors
which are supported by long-term structural growth characteristics.
While we remain alive to any future changes in the external
environment, the Board is highly supportive of this strategy and
therefore does not intend for this strategy to change. Our financial
leverage is low, and we have a portfolio full of opportunity and a
highly skilled team in place, so our focus is on delivering on the
substantial growth potential we have in each of the three parts

of our business.

13

People and culture

In my first year as Chair of St. Modwen, | have had the pleasure of
meeting many talented people across all levels of our organisation.
This confirmed to me that St. Modwen truly is a unique business,
with an expertise rooted in its long, successful history but also an
ambition to innovate and lead the way through the delivery of

our purpose. How we do business is an important part of this and
to create a clear link between our strategy and our ESG efforts, we
will be launching our Responsible Business ambitions in early 2020.
Our people are key to the success of our business, so it is important
we maintain our positive, supportive culture and values. For us as

a Board, this is paramount, and | would like to thank everyone for
their valued contribution to our success.

Prospects

The external environment may be less unsettled than it was but
having formally left the EU at the end of January, the UK still faces
uncertainty as it looks to establish new trading relationships with
our international partners. Nevertheless, the outlook for St. Modwen
is positive. Through the repositioning of our business in the last few
years, we have materially improved our portfolio quality, reduced
our borrowings and aligned our organisational design. Our capital
base is strong, our strategy is focused on growth in three sectors
which are supported by positive long-term fundamentals and in
each of these areas we have a substantial pipeline of opportunities
in place. As such, we are confident that delivery against this
strategy will continue to create value for all our stakeholders,
thereby truly delivering on our purpose: ‘Changing places. Creating
better futures'. Building on our successful track-record and unique
expertise, we therefore look to the future with confidence.

Danuta Gray
Chair

3 February 2020

UNDERSTANDING
STAKEHOLDERS ARE KEY
TO HELPING US DELIVER
OUR AMBITIONS Continually review and
understand the universe of
stakeholders that is important

to our business

Agree how best to engage
with our stakeholders and
adopt appropriate two-way
communication

Consider the impact
on stakeholders as we
go about our business
and make decisions

St. Modwen Properties PLC
Annual report and financial statements 2019
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CHIEF EXECUTIVE'S REVIEW

Positive
momentum
aCross our

business units

Mark Allan
Chief Executive

Key financial performance metrics

2019 2018 Change %
NAV per sharel (pence) 484.2 4702 +3.0
EPRA NAV per share® (pence) 504.2 4840 +4.2
Dividend per share (pence) 8.7 71 4225
Underlying total accounting return (%) 6.3 6.0 +0.3ppt
Profit for the year (Em) 49.5 60.5 -18.2
Adjusted EPRA earnings (£m) 38.7 317 4221
Basic earnings per share (pence) 22.8 271 -15.9
Adjusted EPRA earnings per share (pence)  17.4 143 4217
See-through net borrowings®? (£m) 290.6 2369  +227
See-through loan-to-value® (%) 19.6 169 +2.7ppt

(1) Following the adoption of IFRS 9 Financial Instruments during the year ended
30 November 2019, the comparative values of EPRA NAV per share and NAV
per share at 30 November 2018 have been reduced by 0.1 pence and 0.2 pence
respectively to reflect the retrospective restatement required for recognising
provisions against trade and other receivables using an expected credit loss

rather than an incurred loss model.

(2) Including the Group's share of net borrowings (being net debt at amortised
cost less lease liabilities) and property held in joint ventures and associates.
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Overview

2019 for St. Modwen has been a year of growing momentum in
the strategy we set out in spring 2017. The first phase of this strategy
was focused on repositioning our portfolio and strengthening our
balance sheet, resulting in the sale of over £800m of assets by the
end of 2018 and a reduction in LTV from 33.1% to 16.9%. Since the
start of 2019 our focus has been on the next phase of our strategic
plan - driving growth in each of our three focus areas: industrial
and logistics; housebuilding; and strategic land and regeneration.
Each of these sectors is underpinned by structural growth
characteristics and in each area we have a deep pipeline of
opportunities in our existing portfolio. Momentum has been
positive in all three parts of our business, with 25% volume growth
in St. Modwen Homes, terms agreed on 58% of the space we
completed during the year in Industrial & Logistics, and the agreed
sale of 663 plots of residential land in South Wales, with a further
€. 900 in advanced legal discussions.

Our underlying results are in line with our expectations and

show our strategy is starting to deliver an improvement in returns.
However, as announced in December, an exceptional provision for a
legacy project reduced our total accounting return by 1.7ppt, while
valuation weakness in our small amount of non-core retail reduced
this by a further 2.0ppt to 4.6% (2018: 6.0%). Still, NAV per share
increased 3.0% to 484.2 pence (2018: 470.2 pence)” and EPRA NAV
per share grew 4.2% to 504.2 pence (2018: 484.0 pence)". Despite
lower rental income due to our large amount of non-core disposals
during 2018, growth in housebuilding profits and lower interest
costs meant adjusted EPRA earnings increased 22.1% to £38.7m
(2018: £31.7m). Adjusted EPRA EPS rose 21.7% to 17.4 pence

(2018: 14.3 pence), leaving us well on track to broadly double this
in the medium term and driving a 22.5% increase in dividend to
8.7 pence per share (2018: 7.1 pence). After £18.5m of exceptional
costs, profit for the year was £49.5m (2018: £60.5m), with basic

EPS of 22.8 pence (2018: 27.1 pence).

People and organisation

The positive momentum in our business is a clear reflection of the
hard work and dedication of our people. In order to strengthen the
alignment between individual roles and our strategic objectives,
we changed our organisational design during 2019 from what had
historically been a regional structure to a functional structure with
three dedicated business units: Industrial & Logistics, St. Modwen
Homes and Strategic Land & Regeneration. Our purpose ‘Changing
places. Creating better futures. sits at the heart of everything we
do in each part of our business. This new organisational design has
further enhanced our culture of empowerment and accountability
and with these results we have also aligned our financial reporting
to this, with new segmental balance sheets, income statements and
returns on capital for each business unit. Our people are pivotal in
delivering on the opportunities our strategy offers, so we will
continue to invest in every part of our workforce.

St. Modwen Properties PLC
Annual report and financial statements 2019



Bringing our purpose to life

Having substantially completed the repositioning of our portfolio
and internal organisation, the next phase of our strategy provides a
clear opportunity to really bring to life our core purpose: ‘Changing
places. Creating better futures. To remain successful as a business
in the long term, financial results must be delivered in tandem with
a meaningful, positive impact on society and the environment.

We have been working on many social and environmental initiatives
across the business for years but there is an opportunity to bring
our ESG efforts together and establish a sustainable approach for
the long term. In early 2020 we will therefore be launching six
Responsible Business ambitions, based around net carbon reduction,
with the aim to become operationally net zero carbon by 2025

and fully net zero carbon by 2040; biodiversity and sustainable
environments; diversity and inclusion; education and future skills;
health and wellbeing; and responsible operating practices and
partnerships. All of these are aimed at truly bringing our purpose
to life in every part of our business.

Industrial & Logistics

Our Industrial & Logistics business had a positive year in 2019,

as we continued to reinvest the proceeds from our non-core
disposals into our substantial development pipeline in this growth
sector. As such, industrial and logistics assets now make up 44%

of our portfolio, up from 19% when we launched our new strategy
in mid-2017. We expect this to grow further in the coming years,

as we accelerate the delivery of our attractive pipeline. Similar to
last year, we completed 0.9m sq ft of developments during 2019,
but we retained 97% of this space for our own portfolio (2018: 69%),
improving the build-up of income. We have seen momentum in
leasing build, so of the £5.5m ERV related to space we completed

in 2019, 58% is let or under offer (early 2019: 54% of ERV completed
in 2018), and we are seeing good interest in the remaining space.

We expect development completions to increase materially in 2020,
to 1.5-1.7m sq ft, which allowing for some lease-up time, is expected
to drive strong income growth for 2021 in particular. 1.5m sq ft of
this is already committed, with a total development cost of £133m.
We expect to retain 94% of this, which with an associated ERV of
£9.5m is expected to deliver a yield on cost of 7.6% once fully let.
Around 80% of this is focused on small to medium sized units of
less than 150,000 sq ft, leaving us well positioned to benefit from
the growing demand for last mile delivery space, as evidenced by
our recent lettings to Ocado and DHL, and warehouse space near
urban locations. Reflecting the growing leasing momentum,

18% of this is already pre-let (early 2019: 2%).

15

During the year we have expanded our pipeline, so our total
pipeline now has the potential to deliver c. 19m sq ft of space in the
long term, of which 45% has planning. We estimate the latter could
deliver c. £56m of ERV, which with a c. 8% yield on cost and a c. 9%
yield on incremental capex offers room for substantial development
upside and income growth in future years.

St. Modwen Homes

Our housebuilding business St. Modwen Homes, which makes up
26% of our property assets, had another year of strong growth in
2019. We sold 1,060 units, marking an increase of 25% compared to
the prior year (2018: 848 units); at the top end of our target to grow
volumes by up to 25%. In line with our target, our operating margin
increased to 14.8% (2018: 14.4%) and while the private average sales
price reduced 3.2% compared to 2018 due to changes in sales mix
and location, like-for-like sales prices increased 3.1%. Importantly,
this growth was underpinned by an improvement in quality and
customer experience, as we are on track to achieve 5* HBF
housebuilder status and saw an increased net promoter score to

76, while our focus on the safety of our people resulted in a further
reduction in our accident frequency rate, to less than one-tenth

of the industry average.

Since the year end, demand for high-quality new homes in

the regions, where most of our activity is focused, has remained
strong so we have forward-sold 34% of our targeted private unit
sales for the year (Feb 2019: 34.6%). We are currently sales-active
on 21 outlets and will be opening a further six in the coming weeks
(early 2019: 20). As such, we remain on track versus our medium-
term growth ambitions yet having more than doubled our sales
over the last three years, the annual rate of growth will naturally
start to moderate as the business grows. We anticipate volumes
to grow by up to 20% p.a. to 2021 and margins to improve by a
broadly similar amount as last year during 2020. Beyond 2021,
our existing 6,200-plot pipeline (excluding strategic land held by
the Group), provides a solid base for further growth. We plan to
selectively supplement this with the acquisition of a small number
of oven-ready sites, to smooth the timing of larger strategic sites
and grow volumes at a more normalised rate, and we remain

on track to improve margins to c. 16-17% over time.
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CHIEF EXECUTIVE'S REVIEW
CONTINUED

Strategic Land & Regeneration

Our Strategic Land & Regeneration business unit sits at the heart
of our activities and combines the delivery of residential land for
St. Modwen Homes or third-party housebuilders, often through

substantial regeneration, and the delivery of major regeneration
projects, which frequently have a large residential element.

Our focus for strategic residential land, which makes up 17% of

our assets excluding land held by St. Modwen Homes, remains to
monetise the value in our existing land bank and grow our activities
through capital-light opportunities, to improve our return on capital.
We agreed the sale of 896 plots to third-party housebuilders for
£30m during the year (2018: £53m) but since the year end we
agreed the disposal of 663 plots across our two sites in South
Wales for £25m and we are in advanced legal discussions on the
sale of a further c. 900 plots across both sites. Assuming these deals
complete, the transfer of land would be phased but this would
leave c. 40% of these two sites completed, under construction

or controlled by housebuilders for near-term development.

Our focus in regeneration is to accelerate the delivery of projects

in our existing portfolio, again to improve our return on capital.

We have seen a clear pick-up in momentum at Longbridge,
following our work on enhancing the vision for this major scheme
and we anticipate starting on site with several public realm
investments and mixed-use developments in 2020. At Swansea Bay
Campus, we completed the latest phase of 411 student beds which
we subsequently sold for £38m and at New Covent Garden Market,
we continue the multi-year process of relocating the existing
market facilities. Following the sale of our interests in Kirkby and
Skelmersdale, we are working with both local councils on delivering
the retail development-led regeneration local stakeholders look for,
having released all our capital for reinvestment in our core sectors.
We also continue to progress early stage discussions on other
long-term, mixed-use urban opportunities in our portfolio,
including Wythenshawe, Manchester.

Our Strategic Land & Regeneration business unit also covers the
small amount of non-core assets we have left following our major
portfolio repositioning during 2017-2018. We sold a further £65m of
non-core assets in 2019, slightly ahead of our plans, including more
than half of our residual non-core retail assets. A fall in retail values
reduced our underlying total accounting return for the year by
2.0ppt to 6.3%, but after having already sold £177m of retail assets
at a less than 1% discount to book value during 2018, non-core
retail is now only 2% of our portfolio (early 2018: 16%) and other
non-core commercial assets are down to 3% (early 2018: 17%).

We continue to expect to sell these assets over the next two years.
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While the business climate and current market trends impact
our everyday and emerging nearer-term decision making,

the longer-term macro environment is also considered carefully
by our business. Awareness and consideration of such trends
helps to define longer-term operational and investment
decisions. The following macro factors are examples of

our longer-term thinking.

Demographic changes

Our population is growing, yet the number of over 65s account
for 80% of population growth in England and Wales over the
next 20 years, according to the ONS, whilst the overall working
age population looks set to remain virtually stagnant. There are
regional differences too, meaning some parts of England and
Wales are likely to experience negative growth in the working
age population and others will be positive. This will have an
impact on local economic growth and house price growth,
which means over the long-term we need to consider where
we should build and what type of product is most suitable.

Growing urbanisation

According to the ONS, most major cities in England look set

to grow faster than the rest of the country. Unsurprisingly
therefore, the National Infrastructure Commission suggests that
major English cities should attract more infrastructure spending
by Government. This matters because, over the long-term, this
will likely drive economic growth, investment decisions in terms
of location and wider institutional demand for assets.

Environmental challenges

Climate change is one of biggest challenges facing the planet
and the UK was the first major country to target net zero emissions
by 2050. Buildings through their construction and use are one of
the largest contributors to carbon emissions globally, so the real
estate sector has an important role to play. Through increasing
environmental awareness amongst consumers and shifts in
public policy, what may have appeared a distant factor is fast
emerging as a long-term trend that needs more immediate
action (see Responsible Business on pages 2 to 11).

Technological developments

While technological change is a constant, some shifts have the
potential to greatly impact local areas. Consumer take-up of
e-commerce, for instance, continues to grow to the detriment
of physical shops, presenting a logistical challenge but also an
opportunity to create modern, relevant space for businesses of
the future. Meanwhile, driverless vehicles could affect location
decisions and automation may impact future job types.

St. Modwen Properties PLC
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Looking forward

Since we launched our new strategy in spring 2017, we have
achieved an enormous amount. We have sold £950m of assets,
equivalent to more than half of our initial portfolio, reduced our
net borrowings by half and accelerated our development activity.
Meanwhile, over the last three years we have grown our adjusted
EPRA EPS by 79%, our dividend by 45% and our NAV per share by
12%. These results are testimony to the hard work of all our people
and it is this quality and breadth of our team which defines the
strength of St. Modwen.

Our strategy is focused on three clear objectives - build a high-
quality industrial and logistics business, grow our residential and
housebuilding business, and leverage our regeneration reputation
- and our organisational structure, with its three dedicated business
units, is fully aligned to this. Importantly, each of these three areas
is supported by long-term structural growth drivers: demographic
growth, on top of an existing shortage of housing, means there is

a need for more high-quality, affordable houses; the digitalisation
of shopping and changes in the way people work continues to fuel
demand for modern, well-located industrial and logistics space; and
ongoing urbanisation will require the regeneration of inefficiently
used land in urban locations.

Positively, the General Election in December reduced political
uncertainty in the UK for the time being and the new Government
appears supportive to stimulating growth across the regions.
Nevertheless, uncertainties around the general economic outlook
remain and even though the UK formally left the EU at the end of
January, the shape of our future trading relationships with the rest
of the world is unclear. As such, we remain mindful of the
uncertainty this could cause in the near term and the potential
effects in the long term. While we will therefore maintain a
conservative level of borrowings and we have the flexibility to
adjust our activity quickly in case of any unexpected changes in
demand due to the short-cycle nature of our developments, the
positive structural growth characteristics in our key sectors provide
us with confidence to continue to invest.

With a low see-through LTV of 19.6% and a significant pipeline

of opportunities in our existing portfolio, we remain well-placed to
deliver a meaningful improvement in return on capital and earnings
over time. 2020 is therefore set to be another year of growth and
delivery against our three strategic objectives. The return on capital
employed in our Industrial & Logistics business for 2019 was at
12.4% ahead of St. Modwen Homes at 11.4% and in particular
Strategic Land & Regeneration at 2.9%, but as we continue to
accelerate our development activity and reduce our exposure

to land and non-core assets, improving the return on capital
employed in the latter two segments underpins our ambition

to deliver a sustainable, low double-digit total return over time.
Moreover, we remain on track to broadly double our adjusted EPRA
EPS from the 2018 level of 14.3 pence in the medium term and
expect to make further progress on this level in 2020. As | will leave
the Company on 30 April,  am therefore confident to be handing
over the business in such a strong position.

Mark Allan
Chief Executive

3 February 2020
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OUR STRATEGY AND
BUSINESS MODEL

The right e B s
strategic
response

Here we outline our strategic
objectives and how they

link to our three dedicated
business units.

The strategy we defined in 2017
is intended to improve our return
on capital, grow our income

and enhance our operational
flexibility through tightly
managing financial leverage.

Industrial & Logistics

At the same time, we have
chosen to focus on areas which
benefit from structural growth
and where we can draw on the
expertise of our people, our depth
of experience and the strengths
of our property portfolio.

1 8 St. Modwen Properties PLC
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The market for new-build housing in the UK regions
remains resilient and we continue to see good
demand for the new homes built by our housebuilding
business, St. Modwen Homes, first launched to develop
on St. Modwen's residential land portfolio. Strength

in the regions, where most of our activity is focused,
is supported by better affordability compared to parts
of the South East and London.

What we do:
We respond to our locations by creating and constructing
a variety of new homes and tenures.

Why we do it:
To provide desirable and sustainable homes for people that
enable integrated, long-term communities to flourish.

How we do it:

We design and build homes before selling them to customers.
We use land from St. Modwen's portfolio or third parties.
Driven by the needs of our customers, we work carefully to
plan developments with the right number, size and type of
units before gaining detailed permission to start a phased
build programme. Simultaneously, we market the overall
scheme and individual homes through a dedicated sales

and marketing team.

For more detail on performance, see the portfolio and operational review
on page 46.
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With an expansive UK land portfolio and expertise
over 30 years, St. Modwen has the ability and desire
to deliver impactful development projects. This helps
to create places and experiences that deliver shared
value, build a lasting legacy and contribute to better
futures for all. In 2019, we created the Strategic Land
& Regeneration business to progress our land
portfolio and deliver existing and new schemes.

What we do:
We breathe life into places by creating homes, jobs, shared
spaces and community infrastructure.

Why we do it:

To enable people and our natural environment to prosper in
places developed to encourage socially and environmentally
sustainable living.

How we do it:

We play a wide-reaching role across St. Modwen by acting

as master developer on a range of our land holdings to deliver
residential-led schemes and through partnerships to regenerate
sites. Sometimes our work involves cleaning up dirty,
contaminated or redundant sites and putting in place appropriate
infrastructure to unlock the viability of the site. By gaining local
support for new schemes we are able to deliver opportunities
for St. Modwen Homes and third-party housebuilders to buy
the land and build homes on ‘oven-ready’ development land.
We play a similar role when delivering urban regeneration
schemes whereby we repurpose areas to create new, desirable
places. We have also been focused on selling down our non-core
properties to recycle capital back into our core business.

For more detail on performance, see the portfolio and operational review
on page 47.
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Industrial & Logistics: major letting to Ocado

in Bristol

We agreed a 17-year lease with Ocado Retail,

the UK's largest dedicated online grocery retailer,

on a 150,000 sq ft speculatively-built unit at

St. Modwen Park Access 18 Avonmouth. Demonstrating

the continued demand for high-quality, strategically-
located distribution space in the South West,

this major letting further validates our speculative
build programme in the region and supports over
800 jobs in the local area.




Strategic Land & Regeneration: infrastructure
works creating further opportunities

Our Strategic Land & Regeneration team drove
forward the delivery of infrastructure works on
brownfield land at Glan Llyn, Newport in South
Wales. Located on the site of the former Llanwern

Steelworks, this major project includes the delivery
of a new primary substation that will boost power
capacity to the site and enable the next phases of
development. To date, over 600 new homes and
200,000 sq ft of industrial and logjistics space have
been delivered at Glan Llyn.




OUR KEY PERFORMANCE
INDICATORS

Objectives

Improve our financial returns over time.

Manage our leverage while investing to deliver the planned
growth in our portfolio.

Progress

The business has continued to perform strongly, delivering
adjusted EPRA earnings of £38.7m, up 22.1% on 2018.

See-through LTV increased 2.7ppt to 19.6%, following the
planned reinvestment of prior year disposal proceeds into the
growth of the business. Borrowings increased over the year,

as planned, but are still only about half of the level in May 2017,
prior to our strategic review.

We delivered 3.0% growth in NAV per share to 484.2 pence

in 2019 and 4.2% growth in EPRA NAV per share to 504.2 pence.
This resulted in a total accounting return of 4.6% (2018: 6.0%).
On an underlying basis, the total accounting return increased
10 6.3%.

Next steps

Continue to execute on our strategy to improve returns over time
and deliver increased operational flexibility.

Principal risks — see pages 36 to 39.

Directors' remuneration:

Adjusted EPRA earnings and total accounting return are measures
upon which the directors are targeted for remuneration.

From 2020, due to the progress made against our strategic
objective of reducing our borrowings, see-through LTV will

no longer be a measure upon which the directors are targeted
for remuneration.
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Adjusted EPRA earnings per share”
(pence)

See-through loan to value
(%)

174 299 305
143
133 24.2
19.6
9.7 16.9
2016 2017 2018 2019 2015 2016 2017 2018 2019
Total accounting return Underlying total accounting return
(%) (%)
287 287
6.0 6.0 6.0 6.0 6.3
56 46 5.6
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
NAV per share EPRA NAV per share
(pence) (pence)
ss00 4702 484.2 ros 4712 4840 504.2
4135 431.0 4464
2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

(1) Adjusted EPRA earnings was introduced as a reporting metric in 2017 with
a prior year comparative. Prior to 2016 adjusted EPRA earnings is not available

on a comparable basis.

Reconciliations between all the statutory and non-statutory measures and
the explanations as to why the non-statutory measures give valuable further
insight into the Group's performance are given in notes 2 and 3 to the Group

financial statements.
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Objectives

Continue to invest in and focus our commercial development
activity on those sites with the greatest potential, in terms
of expected demand and deliverability.

Grow our committed pipeline to c. 2m sq ft in the next one
to two years, subject to occupier demand.

Progress

We completed 0.9m sq ft of new industrial and logistics
development in 2019, of which we plan to retain 97%.

We have a strong pipeline of development opportunities for 2020
and beyond, which now stands at 1.5m. This puts us well-placed
to deliver 1.5m-1.7m sq ft in 2020.

We continue to progress planning on our long-term
development pipeline with the potential to deliver over 19m sq ft.

58% of the 2019 developments are now let or under offer, and
we have made progress on prior year developments, with 96%
of 2017 space and 73% of 2018 space also now let or under offer.

Next steps

Subject to demand and market conditions, we will continue to
accelerate our commercial development activity through delivery
of the committed pipeline in 2020 and through progressing
planning on our strategic sites in key locations.

Continue to develop our relationship with key occupiers across
the UK industrial and logistics market.

Continue to monitor the level of speculative development
undertaken, taking into account the progress of letting our
existing speculative stock, market conditions and our overall
approach to managing risk.
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1&L commiitted pipeline
(msq ft)

2017 2018 2019

Proportion of completed ERV that was
let/under offer at time of results
(%)

65.0

58.0
54.0

2017 2018 2019
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1&L retained space delivered
(msq ft)

09 09 0.9

2017 2018 2019

Industrial & Logistics metrics are
available from 2017 onwards. This is
in line with the launch of our strategy
in mid-2017 from which point these
metrics were reported.
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OUR KEY PERFORMANCE INDICATORS
CONTINUED

Objectives

« Subject to continued supportive market conditions, we plan
to grow our St. Modwen Homes sales volumes by up to 20%
per annum to 2021.

Progress

+ Our St. Modwen Homes sales volumes grew strongly again
in 2019, with total volumes up to 1,060 units, 25% ahead
of the 848 sold in 2018.

- Margins from St. Modwen Homes improved to 14.8% from
14.4% in 2018, resulting in an operating profit of £40.1m
in the year (2018 £31.3m).

Next steps
+ We will continue to make safety our first priority, as well as
having a significant focus on quality to develop a foundation

upon which financial performance can be improved even further.

« Subject to market demand, we will continue to grow our
residential and housebuilding business, with a pipeline to grow
volumes by up to 20% per annum to 2021 and to grow further,
at a more normalised rate beyond that.

24

St. Modwen Homes operating profit St. Modwen Homes sales

(£m) (units)
40.1
313 848
694
233
485

125 126 304
2015 2016 2017 2018 2019 2015 2016 2017 2018

St. Modwen Homes operating margin®”
(%)

148
144
134 139

2016 2017 2018 2019

(1) St. Modwen Homes operating
margin for 2015 is not available on

a comparable basis, due to a change
in the allocation of internal costs.
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Residential land sales
(Em)

58 56

Objectives
- We will continue to deliver brilliantly on our existing

regeneration projects.

53
48

- We will leverage the expertise within our business to unlock
the next generation of regeneration, focusing on transactions

which are relatively capital-light. 0

- We will continue to rationalise our portfolio, through the disposal
of our excess residential land to third parties and the remainder
of our non-core portfolio.

Progress

« Proceeds from other third-party residential land sales totalled
£30m, with the sale of 663 plots at two large sites in South Wales
for £25m since the year-end and c. 900 plots across both sites
in advanced legal discussions.

2015 2016 2017 2018 2019

- We have continued to deliver on our existing regeneration
programmes. At Swansea Bay Campus we completed the latest
phase of 411 student beds which we sold for £38m, releasing
capital for future phases of development at this successful
scheme. At Longbridge, momentum has continued to pick up
and we anticipate a further increase in development activity
during 2020, whilst we have continued to actively progress
other longer-term mixed-use opportunities in our pipeline.

- We sold £65m of non-core assets during the period, slightly
ahead of the target we set at the start of the year, including
the sale of just over half of our residual non-core retail assets
for £34m. In addition, we sold a range of other non-core
assets for £31m in total.

Next steps

- At Longbridge, we are on-site with the final phase of our Devon
Way offices, and plan to start on site in 2020 with various public
realm improvements as well as offices, apartments and a pop-up
dining facility.

- At New Covent Garden Market, completion of the market
relocation will release a further 10 acres of residential
development land to our joint venture with VINCI.

- Subject to market demand, we will continue to monetise the
value in our residential land bank through disposals to third
party housebuilders.

25 St. Modwen Properties PLC
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Land prepared for development
(acres)

385

321 329 335

240

2015 2016 2017 2018 2019

Total
Industrial & Logistics
® St. Modwen Homes
@ Strategic Land & Regeneration
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THE WAY WE WORK:
PEOPLE, VALUES AND CULTURE

Being the best The values that drive

how we do things

employer

We know that our people are the
cornerstone of everything we do.

Driven by a clear purpose, our
focus is on creating the right
working environment and a
culture of accountability,
empowerment and support.

Our ultimate aim is to be an
Employer of Choice.

We have five core values which
help to set how we do things,
guide our behaviour and enable
us to live our purpose and deliver
our strategy. This is made possible
by a well defined, relevant and
deliverable people strategy.

Gender split
Female
© Male

236
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We want our employees to experience an inspiring place to
work where you can contribute, be recognised and where you
can be yourself and grow. In December 2017 we launched 13
people pledges which outlined tangible ways that we would
deliver our strategy alongside the commitments we expect from
our people in return. The pledges are well on the way to being
delivered and in the past year selected highlights include:

- Launch of Personal Best, our performance development
framework. This enables all our people to reach their potential
and to be recognised for their achievements with clear
objectives, personal development plans and a new transparent
bonus scheme. It ensures that everyone understands, and is
valued for, their contribution to the business.

- Launch of Workday, a cloud-based system for everyone
in the business to enable a smarter, more efficient way
to manage people, pay, performance and information.

- The Mods, our third annual people recognition awards, was
bigger than ever and received the highest number of entries.

- Completion of the Park Point refurbishment in Longbridge,
Birmingham, as part of the ongoing modernisation of our
working environment.

- Non-executive director, Simon Clarke, became a member of
the People Matters Group, our people representative body,
to help further inform the Board and its decision making
around people and the organisation.

- Our Leadership Academy entered its second year with the
accredited leadership development programme and people
management programme, meaning that over 150 managers
benefited across the Company.

- As part of our Diversity & Inclusion plan, we proudly became
a member of Women into Construction to increase gender
diversity and signed the Armed Forces Covenant to broaden
the pool of talent and boost skills in the property and
construction industry.

- We also rolled out professional diversity & inclusion
awareness training to all managers, with the remainder of
the business set to experience the externally-run workshop
during 2020.

- Health and safety remains our absolute priority and we are
proud to have achieved RoSPA Gold for St. Modwen Homes
and Silver for the Group (see health and safety on page 28).
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We understand culture to be what we see and experience

at St. Modwen. In assessing our culture, we consider various
measures including views gained from the employee engagement
surveys, focus groups, interviews, recruitment data, working
groups and ongoing feedback.

In the past year, common themes from our people are a pride
in the business and quality of outcomes, a belief in what we do
and a desire for removing levels of bureaucracy around decision
making together with more empowerment, collaboration and
training. There is a recognition of a significant step-change in
the working environment in terms of increased communication
and involvement.

We plan to undertake our next employee engagement survey

in 2020 which will incorporate questions required for Investors

in People as part of our assessment of the requirements to attain
the Gold standard, one of our people pledges.

Key activities that support development of our desired culture:

- Our purpose: ‘Changing Places. Creating Better Futures’,
is the reason we exist as a business.

- Our values: how we live our purpose, the way we operate
and our behaviours.

- Competencies: we have developed competencies for people
aligned to the values which outline skills, experience and
attitudes. Leadership and core competencies are being used to

support recruitment, performance and development activities.

- Strategic objectives: our long-term focus areas that inform
our business plans and performance targets.

- People strategy: this outlines how we will achieve our aim
to be an Employer of Choice.

We embed our culture into the employee lifecycle:
+ Recruitment

« Induction

- Performance development

« Learning and development

- Talent and succession

+ Reward and recognition

- Leaving St. Modwen

Our operating model is also key to the employee experience,
with business units aligned to strategic objectives, underpinned
by clear structures and roles that enable career progression.

St. Modwen Properties PLC
Annual report and financial statements 2019

2dueuwsanob ajesodio)  odad dibarens

SluUSWIale]S |edueul

UORBWIOUI [BUORIPPY



THE WAY WE WORK:
HEALTH & SAFETY

A healthier and
safer place to
work and live

In 2018, we developed a five-year health and safety strategy which
promotes continual improvement and embedding of management
systems. The strategy also helps to grow our safety culture through
a safety leadership programme across the Group. There are five key
elements to the strategy, each of which are linked to our values.

Within each element are well defined activities to focus on each
year which help to ensure our strategy is manageable and
achievable and, importantly, progress will be visible annually.

28

Safety leadership
and culture We do the
right thing
\
Communication
and engagement We're
joined up
|
H&S standards, procedures
and risk management We do
what we
say
\
Data capturing )
and reporting We build
quality
outcomes
|
H&S training
and development We unlock
potential

2019 achievements
- RoSPA Gold and NHBC Safemark accreditation for St. Modwen
Homes.

- RoSPA Silver for the Group.

- 0.08 Accident Frequency Rate (AFR) for the Group — against
the target of 0.40.

- Five RIDDOR reportable accidents across all Group activities
with 6,185,730 hours worked — none were life-changing.

- Average Considerate Constructors score of 40/50 across the Group.

« Implementation of new online reporting system for accidents
and incidents, risk assessment and compliance management.

- Further development of H&S management systems with the
aim of 1SO 45001 certification in 2020.

- Continuation of behavioural safety training for our site
management teams and contractor workforce.

- St. Modwen Homes undertook a national ‘safety stand-down'’
event where 1,200 members of the workforce came together
to discuss the top five hazards and how to protect themselves.

- Training and appointment of around 50 mental health first
aiders across the Group to offer support and a network to
support colleagues.

- Full review of health and wellbeing across the Group
undertaken to ensure the correct standards are in place
internally and externally.
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THE WAY WE WORK: &
FOR ALL OUR STAKEHOLDERS

In delivering on our purpose

we aim to create value for all

our stakeholders, be it delivering
high-quality homes for our
customers; our investment

in creating new, flourishing
communities; working effectively
with our supply chain and
partners; or the investment

in our people.

More than that, we actively
consider our stakeholders in

the decisions made by our Board
and in the everyday delivery

of our business.

While not exhaustive, these

are examples of key stakeholder

groups, how we consider them P —————
—=-and-examples-of-direct.influence > = y ,

.+~on-Board decision making. T

e ﬁf‘Mdee_i; Prope
- = Annuatreport and-fi




In order to be successful, together with
our clear purpose and strategy, we need
engaged people, with the right skills and
motivation. To remain engaged, the
Board ensures the organisation adopts

a positive, supportive culture, driven

by strong values, which can be felt on
any encounter with any member of

St. Modwen (see people, values

and culture on pages 26 to 27).

Examples of engagement in 2018/19
Simon Clarke is the designated
Employee Engagement Non-Executive
Director and he attends the Company’s
People Matters Group. Rob Hudson,
Chief Finance Officer, chairs the diversity
and inclusion group, which brings
further Company-wide people
perspectives to the Board.

Influence on decision making
Employee engagement helps the Board
to make decisions relating to people
development, the work environment
and the attraction of talent. A significant
example is the assessment of, and
agreement to, the organisational design
changes launched by the Company in
April 2019. The Board has also agreed
on an employee engagement plan for
2020, building on a joint town hall event
hosted by Chair, Danuta Gray and Chief
Executive, Mark Allan which took place
during 2019.
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Consideration of our customers and the
experience they have with St. Modwen
is paramount to our ongoing success.
This not only means customers of

St. Modwen Homes but more widely the
Board will be focusing on the universe
of business customers, including those
who occupy our industrial and logistics
properties or homeowners within one
of our master-developed residential sites.

Examples of engagement in 2018/19
Through reports by the Executive
Committee, the Board tracks the
National New Homes Customer
Satisfaction Survey, the industry-wide
measure alongside the performance

of St. Modwen Homes. It also tracks

the Net Promoter Score of St. Modwen
Homes, another measure to assess

how likely customers would be to
recommend the business. Information
on industrial and logistics occupier
markets is provided through six-monthly
updates as well as details of engagement
with customers.

Influence on decision making
Customer satisfaction data and real-life
accounts of experience helps to
influence the Board. During 2019, this
led to better understanding and support
for the work by St. Modwen Homes to
reconsider its customer journey and

the trial of, and investment in, a new
homebuyer hub.

St. Modwen Properties PLC

We are committed to the care and
stewardship of the communities and
environments we regenerate and build.
Our business units are embedded in
their markets and local areas, and

we work hard to build and maintain
positive relationships with communities.
Our role further benefits society by
acting as a catalyst for economic growth
and inward investment in the areas
where we operate.

Examples of engagement in 2018/19
The Board reviews all major property
investments and divestments and is
updated by the Executive Directors on
wider projects and initiatives. This always
involves assessments on the positive

(as well as any mitigation of the negative)
impact on the communities in which

St. Modwen operates.

Influence on decision making
During 2019, members of the Board
visited different regeneration and
residential sites to better understand
local perspectives and how the
Company is engaging more widely or
more thoroughly with the community
than is required to ensure meaningful
and sustainable projects are delivered.
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THE WAY WE WORK:
FOR ALL OUR STAKEHOLDERS
CONTINUED

Policymakers Partners
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Regulators Investment Section 172 -
community compliance
statement
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RISK MANAGEMENT

34

The continuous review and improvement of our risk management
practices is embedded within the Group’s risk management
framework. This places a strategic focus on risk at Board level,
through to our business units and functional areas. Set out below
are the key achievements in 2019, and priorities for further
improvement in 2020.

Our achievements in 2019

- Embedded a risk review process at the Risk Assurance and
Compliance Committee (RACC), including deep dive reviews
into key risk areas.

- Embedded risk registers throughout our business units
and functional areas following our reorganisation.

- Promoted a positive risk management culture through
the introduction of risk champions and additional risk
management tools.

Our priorities for 2020
- Improve the alignment of our strategy and risk management
processes.

- Enhance the process to identify, assess and monitor
emerging risks.

- Continue to monitor and manage the risks associated
with changing market conditions.

- Further embed our risk management culture and processes
within our business units.

- Continue to work with PwC (internal auditor) and ensure
that assurance mapping of controls align to risks.

Our approach to risk management

Our aim is to align our strategic objectives and our risk
management practices. The Board oversees the Group's risk
management framework and our systems of internal control, and
has overall responsibility for risk management across the Group.
The Board regularly reviews and updates both our governance
and risk management frameworks, along with setting our appetite
for risk and defining our key risks and risk mitigation activities to
ensure we meet the Group’s strategic goals. Our risk management
process aligns with the Group'’s operating model and each business
unit and function is responsible for the ongoing identification,
assessment and management of their risks.

This includes:
- identifying, measuring and recording risks within risk registers;

« reporting key risks to the Board, considering the likelihood
of their occurrence and potential impact on the Group;

- undertaking a formal bi-annual review of all risk registers across
the business to ensure Group risks and business unit and
function-level risks are aligned;

« reviewing key risks at RACC meetings three times a year,
at business unit boards annually, and at business unit senior
management team meetings every quarter, to ensure appropriate
forums are in place to continually assess risk and any impacts
on performance; and

- discussing key risk indicators at business unit boards and
Executive Committee meetings to monitor our risk management
performance against key metrics.

St. Modwen Properties PLC
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Risk management framework

The Board has established a clear risk management framework that defines responsibilities for risk management across the Group. The
framework provides an effective process for the identification, assessment and monitoring, and reporting of risk, while also aligning our
strategic top-down approach to risk assessment with the bottom-up operational assessment of risk by the business, as set out below:

Board

Sets strategic objectives and
the Group's risk appetite to
optimise the performance and
management of Group strategy,
while continuing to assess
emerging risk.

Board

Audit Committee

Oversees the management

of the Group’'s risk management
and internal controls systems.
Further information on the work
of the Audit Committee can be
found on pages 63 to 69.

and Board

Executive Committee
Implements, monitors and
evaluates progress towards our
strategic goals and reports to the
Board. Ensures risk management
strategies are in place to manage
risk in line with the Board'’s
expectations.

Business units and functions
Ensure that risk is assessed and
managed effectively in their
areas, through engagement with
the business, and by establishing
processes to identify, manage
and escalate changing or
emerging risks.

Risk champions

Provide effective communication
on risk developments to the
business and report on risk
assessments to business units
and functions. Additionally, raise
awareness and communicate
risks to the wider business.

Committees

Executive
Committee

Risk, Assurance and
Compliance Committee

Business unit
and functions

Risk champions and

all employees

Group Health and

Safety Committee

Oversees the Group’s
management of H&S matters,
including the management and
mitigation of H&S risks. Further
information on the work of the
Group H&S Committee can

be found on page 73.

Risk Assurance

Compliance Committee
Enhances the review of risks
and risk mitigation and reports
to the Executive Committee
on strategic risks, the Group's
risk profile and the effective
management of risks.

All employees

Responsible for identifying risks
in performing their daily duties
and acting to limit the likelihood
and impact of these risks in line
with expectations.

The probability and impact of risks are reviewed throughout the year, with risk registers maintained and action plans followed up
appropriately to completion. As part of the overarching Board strategy, emerging risk continues to be reviewed to support strategic

decision making and horizon scanning.

Risk appetite

The Board sets the risk appetite for the Group, taking into
consideration the expectations of its shareholders, regulators
and other stakeholders. The clear articulation of our risk appetite
provides for an effective mechanism to inform investment decisions,
facilitate the discussions of risk, set parameters within which
objectives must be delivered, and support the awareness of risk
by our people and delivery partners alike. Whilst our appetite for
risk will vary over time, and during the property cycle, the Board
has considered the nature and extent of risk that it is willing to
take from a Group perspective as follows:

‘The Group has a moderate to high risk appetite in pursuit of the
positive growth fundamentals in housebuilding, industrial and
logistics, and strategic land and regeneration. This is balanced
against controlled financial gearing and disciplined asset
management. The Group has a low appetite for risks to our

brand and reputation and risks to our stakeholders including our
customers, business partners and suppliers, employees, regulators,
investors and the wider communities and environments in which
we operate. Our responsibilities to these stakeholders include
compliance with all relevant laws; accurate and timely reporting
of financial and other regulatory information; safeguarding the
health and safety of employees, suppliers and users of our assets;
safeguarding the environment; operating ethically and making a
positive contribution to the communities in which we operate.
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Internal control

The Group has a strong internal control environment driven

by a combination of efficient systems, skilled employees, and
management oversight. This is supported by clear policies and

a culture of enterprise-wide risk management, including risk
champions who engage with our people to ensure that they
understand their roles and responsibilities in relation to identifying
and managing risk.

The Board approves the Group's financial plans and its operating
and capital expenditure on an annual basis. Performance against
budgets is reported and monitored monthly at business unit level
and is regularly reviewed by the Board. Performance is measured
against key performance indicators and key risk indicators, which
are set at the beginning of each year. Performance is also reported
externally to shareholders through the publication of half-year and
full-year results.

As the Group's internal auditors, PwC are responsible for delivering
the internal audit plan, which focuses on the systems of internal
control we use to manage the key risks faced by the Group in the
pursuit of its strategic objectives.

The Board, assisted by the Audit Committee and PwC, has reviewed
the effectiveness of the Group's internal control and risk
management systems during the year.

St. Modwen Properties PLC
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PRINCIPAL RISKS AND
UNCERTAINTIES

Principal risks and uncertainties

The Board has considered and reviewed the principal risks and
emerging risks that could impact the achievement of the Group’s
strategic objectives. The Group's principal risks, as shown on the
risk heat map below, which impact each of the Group's strategic
objectives have been assessed against the Group's risk appetite.
While not exhaustive, the principal risks and uncertainties facing
the Group in 2020 are set out on pages 37 to 39, along with their
potential impact and plans to mitigate them.
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Changes to our principal risks

The key changes to our principal risks relate to political risks and
Brexit. The potential impact of political uncertainty and change is
considered under ‘financial’ and ‘changes in economic and market
condition risks’, whereas Government policy is considered under
‘management of the portfolio and future pipeline” and ‘social and
technological change’ risks.

36

Brexit

The risks and opportunities arising from Brexit differ across the
Group's business units. While the lack of consumer confidence might
impact housing sales, potentially longer supply chain delivery times
in a period of uncertainty may increase the need for storage space.
The impact of Brexit and the knock-on effect of a potential recession
may, however, delay certain long-term regeneration projects.

Further risks related to Brexit that may affect our ability to meet
our objectives include the risk of labour and material shortages,
subcontractor defaults and possibly disruption to existing trade
arrangements and supply chains.

Throughout 2019, we undertook a number of actions with respect
to our supply chain to mitigate the risks in relation to Brexit, which
we continue to review and update accordingly. In its consideration
of Brexit, the Board has also considered downside scenarios
including the likely impact on revenues, valuation of land and the
Group's portfolio, cash flow and borrowings. The Board is satisfied
that the Group continues to take the necessary actions to mitigate
the risks associated with Brexit as currently assessed, noting that
these are ever-changing.

Progress in 2019 and 2020 outlook

The Group has made considerable progress in repositioning its
portfolio towards sectors with better long-term growth prospects.
It has also accelerated the delivery of the development pipeline,
despite the uncertainties presented by Brexit negotiations and the
potential impact on the UK economy. We also continue to monitor
social and technological trends to make sure our products meet
customer demand. All developments are subject to robust financial
appraisals and we seek out and work with trusted contractors,
subcontractors and other third parties in partnership in ensuring
best value and sustainability of supply to ensure we deliver in line
with our plans and customer expectations.

Emerging risks

The Group has identified the following emerging risks, whose
impacts are also considered in relation to our current principle risks
and uncertainties. The Board monitor emerging risks, and as these
develop the implications for our business are re-assessed.

Urbanisation: Urbanisation and the changing use of real estate
has and will continue to result in densely populated areas. Demand
for new space in urban areas is expected to grow faster and space
is already scarcer.

Demographics: The group of people who are 65 and older

(by 2041) is expected to grow by 52%, which means that of the
6.7m people the English population is expected to grow by, almost
80% will be over 65 years. Many retirees want to 'right size’ and live
in retirement housing in later life, but there is a chronic under-supply
of high-quality, affordable or desirable accommodation in the

right locations.

Environment and climate change: One of the biggest challenges
facing global business is climate change and there is an increasing
awareness amongst consumers of environmental issues and an
expectation that businesses will address these issues.

Policy frameworks: Direct impact on operational sites along
proposed major infrastructure development such as HS2 and the
indirect impact on labour availability in the area and land values.

Social trends in housing needs: The use of real estate is seeing

a significant shift, driven by a need for greater flexibility and
efficiency, especially in increasingly densely populated and hence
more expensive urban areas.

St. Modwen Properties PLC
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Residual risk: High

Residual risk: Medium

Residual risk: Medium

Risk trend: Increasing

Risk trend: No change

Risk trend: No change

Risk probability: Likely

Risk probability: Possible

Risk probability: Possible

Risk impact:
- Portfolio valuation

. Customer and investor demand
for our product

Risk impact:
- Portfolio valuation

« Customer demand
- Development costs
- Development pipeline

- Future growth potential

Rlsk impact:
Financial loss

+ Reputational damage
+ Increased WIP exposure
+ Development delay

- Delayed housing sales

Risk monitoring undertaken:
- Sales/cancellation rates

- House price trends
- Property valuation trends
- Speculative development exposure

« Occupier take-up

Risk monitoring undertaken:

« In-house expertise alongside leading
external analysis assess current and
emerging risks, ensuring St. Modwen
can adapt to trends

Risk monitoring undertaken:
+ Monitoring of execution on existing
projects

+ Monitoring housebuilding customer
satisfaction

Principal risk:

Economic factors including Government
influence, supply and demand for
products, employment, international
trade and inflation rates may impact
values and business operations; in
particular our ability to construct, import
material, and access skilled resources,
ultimately impacting our ability to
achieve the business model.

Principal risk:

The continued pace of both social and
technological change affects demand
for, and location of, both homes and
industrial and logistics space and
impacts delivery of the business plan.

Principal risk:

Failing to successfully invest in, develop
and deliver, innovative, market-leading
products and services, impacting future
growth.

Mitigating controls:
- Focus on sectors with structural
growth drivers

- Annual review of strategy and
business plan

- Scenario planning to stress-test
plans and forecasts

- Monitoring of Brexit and macro
level indicators

- Monitoring of property markets
indicators

+ Regular performance reviews

Mitigating controls:
- Focus on sectors with structural
growth drivers

- Investment in new customer-focused
roles

+ Monitoring of market trends and
customer demand

- Active engagement with occupiers

« Increased investment in digital
technology

Mltlgatmg controls:
Use of pool of specialists and
high-quality partners

+ In-house development and asset
management capability

« Investment in new customer
focused roles

- Development appraisals, detailed
budgets, monitoring of actuals
and actioning of variances

« Regular performance reviews

« Brexit contingency planning,
including accelerated procurement
of key risk items

Risk owner:
Business unit managing directors.

Risk owner:
Business unit managing directors.

Risk owner:
Business unit managing directors.
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PRINCIPAL RISKS AND UNCERTAINTIES

CONTINUED

Residual risk: Medium

Residual risk: Medium

Residual risk: Medium

Risk trend: No change

Risk trend: No change

Risk trend: No change

Risk probability: Possible

Risk probability: Possible

Risk probability: Possible

Risk impact:
- Customer satisfaction

- Customer demand

- Quality of delivery

« Timeliness of delivery
- Cost of delivery

Risk impact:
« Injury or death

- Financial loss
+ Reputational damage

+ Development delay

Risk impact:
- Development delay

+ Reputational damage
« Financial loss

- Unforeseen environmental issue

Risk monitoring undertaken:

- Key performance indicators at
business unit level to monitor
customer and supply chain
management risk

« Robust due diligence processes
ensure we take a cautious approach
to working with contractors

Risk monitoring undertaken:
+ Accident Frequency Rate

- RIDDOR reportable incidents

Risk monitoring undertaken:
« Annual environmental audit
of the portfolio

Principal risk:

Inadequate assessment and planning
with our partners leading to poor
relationships and products and an
inability to meet customer demands.

Principal risk:

Insufficient processes and controls in
place increasing employee exposure to
hazards potentially resulting in harm and
damage to our brand and a reduction in
customer interest in our products.

Principal risk:

Increase in pollution and exposure

to harmful substances through
mismanagement of environmental

risks during our construction and
development activities has a detrimental
impact on our brand and reputation.

Mitigating controls:
- Partnering and working
collaboratively with supply chain

- Robust tendering programme

- Use of pool of specialists and
high-quality partners

- Monitoring contractor/subcontractor
performance

« Customer management

- Brexit contingency planning,
including accelerated procurement
of key risk items

Mitigating controls:
+ Regularly reviewed health and safety
policy and procedures in place

- Defined business processes in place
to proactively manage issues arising

« Group Health and Safety Committee

+ Regular reporting of performance
against indicators to the Executive
Committee and the Board

- Dedicated in-house health and
safety resource

- Staff training

- Annual cycle of audits

Mitigating controls:
- Environmental risk assessments

- Environmental management and
contamination remediation plans
post site acquisition

« Annual independent environment
audits

- Warranties for professional and
remediation contractors

Risk owner:
Business unit managing directors.

Risk owner:
Business unit managing directors.

Risk owner:
Business unit managing directors.
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Residual risk: Medium

Residual risk: Medium

Residual risk: Medium

Risk trend: No change

Risk trend: No change

Risk trend: No change

Risk probability: Possible

Risk probability: Possible

Risk probability: Possible

Risk impact:

- Liquidity

+ Availability of funding
- Indebtedness

- Covenant compliance

Risk impact:
- Portfolio valuation

- Rental income

- Development delivery

Risk impact:
- Lack of skills

+ Cost and business disruption

- Growth potential

Risk monitoring undertaken:
- Loan-to-value

« Financial headroom

- Covenant metrics

Risk monitoring undertaken:
« Speculative development exposure

- Leasing and sales

Risk monitoring undertaken:
+ Overall employee satisfaction

- Voluntary employee turnover

Principal risk:

Inability to access funding or control
financial leverage leading to a shortage
of capital to deliver on our objectives.

Principal risk:

Inadequate or inappropriately located
land bank and portfolio leading to failure
to attract customers for our product.

Principal risk:
Inability to attract and retain talent
to deliver on our strategy.

Mltlgatmg controls:
- Capital recycling to control
borrowings

- Regular engagement with financial
institutions

- Focus on growing recurring income

+ Regular and detailed cash flow
forecasts

+ Scenario planning to stress-test
plans and forecasts

Mitigating controls:
- Focus on sectors with structural
growth drivers

Disposal of non-core assets

- Ongoing review and assessment
of market conditions and geographic
locations

- Monitoring of leasing and sales
indicators

Mltlgatmg controls:
Investment in our workforce to
become an Employer of Choice
through training and development,
promotion of talent and competitive
compensation

+ Make our purpose and values core
in everything we do

« Invest in graduate trainee and
work experience

Risk owner:
Chief Finance and Operations Officer
and business unit managing directors.

Risk owner:
Business unit managing directors.

Risk owner:
Business unit managing directors.
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VIABILITY STATEMENT

Assessment of prospects

In accordance with provision C2.2 of the UK Corporate Governance Code 2016 and
taking into account the Group's current position and its principal risks for a period
longer than the 12 months required by the going concern statement, a business
plan and downside case was prepared to assess the prospects of the Group, which
was reviewed and considered by the Audit Committee and the Board. In strongly
delivering against our strategy, we have substantially de-risked the business
through realigning our portfolio away from retail and other non-core assets and
towards the industrial and logistics sector where we see stronger growth prospects,
whilst materially reducing our debt. Our business plan has been prepared in the
context of the Group'’s evolving strategy, outlined on pages 18 to 21 and its principal
income streams, which are:

rental income from industrial and logistics income-producing properties, which
have an average lease length of 4.7 years;

residential development, for which we have plans reaching out to 2022; and

major regeneration projects, which combine elements of the above two income
streams.

Our strategic shift over the past three years sees us well placed for future growth,
with secure income from our income-producing portfolio benefiting from strong
sectoral growth in the industrial and logistics market, in particular with the growth
of online retail. This is accompanied and strengthened by a regional residential
market where the fundamentals of insufficient supply combined with robust
demand look set to persist, despite the uncertainties associated with the UK's

exit from the European Union.

Asset sales over the past three years have not only enabled us to reduce our net
debt by over £200m, but also to divest out of the more difficult physical retail
market and London residential development land. We have also extensively
refinanced over this period with our earliest facility maturity being in December
2023, almost four years away.

We prepare a five-year business plan for the Board, but as in the prior year we have
used a three-year period for our viability statement. Years four and five are, by their
nature, more uncertain and therefore the subject of more high-level assumptions
than the near term and as such we exclude them from detailed analysis on our
future viability. The three-year period reflects the length of the development cycle
and that our development income streams are more forecastable and certain over
the shorter term. This period allows for relative certainty in the modelling of future
capital expenditure, asset recycling and development programmes planned whilst
also reflecting the cash flows generated by the projects currently under
development.

Assessment of viability

Reporting on the Company's viability requires the directors to consider those
principal risks that could impair the solvency and liquidity of the Company.

To determine those risks, the directors robustly assessed the Group-wide principal
risks. Through this assessment, the directors identified low probability, high loss
scenarios with the potential magnitude to severely impact the Group’s solvency
and/or liquidity.

To assess the Group's viability, we have performed scenario analysis based on the
impact of a hard Brexit and considered through which of the principal risks detailed
on pages 36 to 39 this would manifest itself, impacting on the Group's viability
assessment. In this scenario, we assume monetary policy would be supportive

and interest rates to remain lower for longer, similar to the response following the
financial crisis and the EU referendum. We would expect economic growth to fall
and imported inflation to pick up on account of a fall in sterling, although we would
expect this to be positive for exports. We have made the following assumptions:

Risk Scenario Cash mitigation/further analysis
1. Changes A15% fall in house prices and a resulting 30% fall in residential At current operating margins in our housebuilding business, a 15% fall in house
in economic land values, noting that the Group's experience during the prices erodes our housebuilding profits, although the falls in all residential land
and market global financial crisis was a fall in the portfolio of 24% whilst the would support future margins. We would look to renegotiate land prices under
conditions fall in UK house prices was c. 19%, and that our housebuilding development agreements and reduce overheads rather than expanding for growth.

volumes continue to benefit from Help to Buy. Given the relatively short build period of c. six months, we can reduce our activity

We assume a gradual recovery in prices after this back to quickly. Completions fell by c. 40% in the previous downturn and we would reduce

pre-Brexit levels by late 2023, with margins beyond 2020 activity accordingly, principally on our lowest margin sites.

helped by the consequent lower base, similar to the post 2009

recovery for housebuilders.

A similar 20% fall in industrial and logistics values, less severe At current debt levels, our portfolio could withstand an almost 40% fall across

than our 24% fall in the previous downturn, predicated on the whole portfolio before our covenants were breached.

there} being much Ie§s leverage n the wider [PIRRSIY SEEl We assume new development lettings would stall for nine months as businesses

and interest rates being substantially lower, leading us to : . ;

p h take stock and assess future space requirements, delaying the recovery in rental
conclude that the sector is unlikely to see the same amount h ; )
B income and leaving rental income broadly stable.
of forced selling.
) We would pause any new starts during this nine-month period and, subject
Moreover, we have little exposure to central London, where = ’ L
P , : ) ’ to demand, restart activity at a lower level in late 2020, although our pipeline
Brexit risks would likely be highest, and unlike offices and retail, ) - . .
S e ) e : is expected to remain profitable due to the substantial margin between our
structural growth drivers in industrial and logistics remain o ; ) o I
o ; ¢.7.5% yield on cost and industrial and logistics valuation yields.
positive. Again, we assume a gradual recovery beyond 2020.
We would also act to reduce forecast overheads.

7. Financial Increased funding requirement in the event of an economic With £244m of headroom against Group facilities we have enough financial

downturn.

flexibility to absorb an economic shock at a magnitude similar to that experienced
in the global financial crisis of 2008-9.

This year we have also considered a further scenario which applies the relevant
elements of the Bank of England’s stress test. This is designed to be severe and
broad enough to test the resilience of the banking sector to severe economic
scenarios and provides a basis for us to assess the viability of the Group under such
circumstances. This scenario’s assumptions include a fall in house prices of up to
25%, a fall in commercial property values of 33% and interest rates rising to 4%.

In the above scenarios, our 2020 and 2021 forecast adjusted EPRA earnings

(to which our dividend policy is linked) would of course be impacted and the Board
would therefore consider the dividend in the light of the prevailing economic
environment and outlook, whilst noting that our low debt balance provides us with
the headroom to support our normal range of dividend options.

40

The scenarios used are hypothetical and necessarily extremely severe so as to
create outcomes that could threaten the viability of the Group, however, multiple
control measures are in place to mitigate any such occurrences from taking place.
Based on the results from this analysis and having considered the established
controls for the risks and the available mitigating actions, the directors have a
reasonable expectation that the Group will be able to continue in operation and
meet its liabilities as they fall due over the three-year period of their detailed
assessment. Our current banking facilities extend out to 2023 and beyond, which
provides further support to our viability assessment. This longer-term assessment
process supports the directors’ statements on both viability, as set out above,
and going concern, set out on page 103.
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NON-FINANCIAL INFORMATION
STATEMENT

We have complied with the non-financial reporting requirements contained in sections 414CA and 414CB of the Companies Act 2006.
The below table, and information it refers to, is intended to help stakeholders understand our position on key non-financial matters.
This builds on the existing reporting we already perform under a number of frameworks.

Reporting requirement Policies and standards which govern Risk management and additional
our approach information

Environmental matters
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Social matters

Anti-bribery and corruption

Description of the business model

Non-financial key performance indicators
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PORTFOLIO AND
OPERATIONAL REVIEW




Investments and disposals

At the start of 2019 we signalled that, having sold over £800m of
assets over the preceding 18 months, disposals would slow, and our
focus was shifting to growth. Accordingly, during 2019 we invested
£134m in developments (excluding housebuilding) and £36m in
land for near-term development starts, mostly via existing
development agreements, the largest of which being at Gatwick.
Further optimising our portfolio, we sold over half of our non-core
retail for £36m and 17 other non-core assets for £29m. We also sold
the latest phase of student housing at Swansea for £38m and £30m
of residential land. On average our disposals were 5.9% below book
value, which was solely driven by non-core retail, as our other
disposals were on average slightly ahead of book value.

Looking forward, we aim to sell the remaining £74m non-core
assets over the next two years and while we will consider other
selective disposals where we believe forward returns are below our
requirements, overall, we expect disposals to be relatively modest.
We remain open to new opportunities in each of our three sectors
but given the opportunities in our existing pipeline we will remain
selective when it comes to acquisitions. We continue to aim to grow
the share of income producing assets in our portfolio to c. 60-65%
over time (2019: 42%) by reducing our exposure to land and
retaining our industrial and logistics developments.

EPRA net
Amount® initial yield®
£m %
Acquisitions during 2019
Industrial and logistics land 20 N/A
Residential land 16 N/A
Total 36 N/A
Disposals during 2019¢)
Industrial and logistics 6 71
Non-core retail 36 6.8
Non-core other 29 5.8
Residential land 30 N/A
Swansea Student Accommodation 38 46
Total 139 5.9
Disposals post year end®
Residential land 25 N/A
Total 164 N/A

(1) Based on the Group's share of amounts relating to joint ventures and associates.
(2) Based on income producing assets excluding land.

(3) Excluding land transfers to St. Modwen Homes and completed home sales.
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Portfolio valuation

Our portfolio value rose to £1.48bn during 2019, representing

an increase of 4.1% adjusted for investments and disposals.

Our industrial and logistics assets make up 44% of this (2018: 33%),
including the industrial assets which are part of our Longbridge
regeneration site, and we expect this share to continue to grow over
the coming years. The rest of our regeneration assets and strategic
land make up 25%, while St. Modwen Homes work in progress and
land comprises a further 26%. Non-core retail assets now make up
only 2% of our portfolio, down from 16% two years ago, and other
non-core commercial assets are 3%, down from 17%.

Our Industrial & Logistics assets saw an 8.3% increase in value during
2019, with developments up 21.3% and existing assets up 1.3%. ERVs
increased 2.6% on a like-for-like basis and yields were on average
broadly stable, as expected. The small amount of £30m non-core
retail assets that we have left saw a 31% fall in value, vindicating

the sale of £177m of non-core retail assets during 2018 at a less than
1% discount to the 2017 book value. Our other Strategic Land &
Regeneration assets were up 2.6%, driven by upside from planning
improvements at some of our residential sites.

Looking forward, we remain of the view that capital value growth in
industrial and logistics will be chiefly reliant on rental value growth
and developments. We expect upside in residential land values to
remain limited, with upside from house price inflation largely offset
by build cost inflation. We expect retail property values to continue
to soften, but representing 2% of our assets, non-core retail is only
a minor part of our current portfolio.

St. Modwen Properties PLC
Annual report and financial statements 2019

adueusanob aresodio)  podas aibarens

SluUSWIale]S |edueul

UORBWIOUI [BUORIPPY



PORTFOLIO AND OPERATIONAL REVIEW

CONTINUED
Portfolio Valuation EPRA net Equivalent  LFL equivalent LFL ERV
value movement initial yield® yield® yield shift growth®
£m % % % bps %
Industrial & Logistics 588 8.3 4.5 6.6 - 2.6
St. Modwen Homes 384 -
Residential land 259 55
Retail-led regeneration 84 (1.9) 8.2 91 100 (5.7)
Other regeneration 96 (2.0) 59 71 (10) 48
Non-core retail 30 (311 10.5 126 260 (17.3)
Non-core other 44 6.0 6.1 6.9 (40) 4.0
Strategic Land & Regeneration 513 (0.2) 7.9 8.9 70 (6.4)
Total portfolio 1,485 4.1 5.5 7.2 20 (1.2)

(1) On completed investment assets only, excluding current developments and land.

Operational performance
At the end of 2019 the annualised passing rent on our portfolio

amounted to £38.4m, excluding £3.0m of contracted rent which is

disposals and developments, our like-for-like occupancy improved
1.1ppt during the year. Around half of the vacancy at the end of
November comprised newly developed industrial and logistics

currently subject to rent-frees. This marked a slight reduction vs the  space, of which around one-third is currently under offer, and we

£39.4m at the end of 2018, principally as new development lettings

were offset by the loss of rental income associated with disposals.
Like-for-like rental income was down 2.0% as 1.2% growth in

Industrial & Logistics was offset by a reduction in income on some

future development assets in Strategic Land & Regeneration.
Industrial and logistics now makes up 57% of our overall passing
rent, up from 46% a year ago.

Our overall vacancy increased to 20.8% during the year, up from
18.9% at the end of 2018. However, excluding the impact of

expect the remaining space to be largely let during the current
year. Around one-fifth of our vacant space is deliberately held back
for future development.

We signed 1.9m sq ft of new leases and lease renewals during the
year, generating £11.1m of annualised rental income. On average,
re-lettings and renewals were agreed 4% above previous passing
rent and in line with ERV. The average lease term to first break

of our portfolio increased from 4.1 years to 4.7 years.

Passing rent ERV Vacancy

£m % %

Industrial & Logistics 22.0 34.0 25.1
St. Modwen Homes - - -
Residential land 13 1.2 26.0
Retail-led regeneration 6.7 74 9.2
Other regeneration 33 37 34
Non-core retail 39 4.2 20.8
Non-core other 12 14 194
Strategic Land & Regeneration 16.4 17.9 12.7
Total portfolio 38.4 51.9 20.8

(1) Excluding £1.0m of annualised turnover rent at Trentham Gardens.
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Development completions

We invested £86m in industrial and logistics capex during 2019.

We completed 0.9m sq ft of space, of which we will retain 97%.
With an associated ERV of £5.5m and total development cost of £70m,
these projects are set to deliver a yield on cost of 7.9% once fully let.
Momentum in leasing has continued to build, so we have already let
47% of this ERV, with a further 11% under offer — up from this time
last year, when 38% of our 2018 completions were let and 17% was
under offer. Key completions during the year included a 151,000 sq ft
unit in Avonmouth which we let to Ocado on a 17-year fixed contract;
173,000 sq ft across three units at Gloucester, the first of which we
let to a UK engineering firm; 103,000 sq ft at the third phase of our
successful scheme in Burton; and 95,000 sq ft across two units in
Lincoln which we let to DHL and an international food manufacturer.

In total, we signed £5.3m of development lettings during the year, up
from £2.8m last year. Our 2018 completions are 73% let or under offer,
as two smaller developments we started prior to our strategic review
in mid-2017 still have space available, although the amount of rent
associated with this is modest. We are seeing good customer interest
in our recent and current projects and are in active discussions on
virtually all of the remaining space from our 2019 pipeline, so we
expect this to be substantially let over the next six months.

Current developments

We expect development completions to increase from 0.9m sq ft
in 2019 to 1.5-1.7m sq ft in 2020. Our committed pipeline stands at
1.5m sq ft, with a total development cost of £133m. We intend to
retain 94% of this with an associated ERV of £9.5m, representing an
expected yield on cost of 7.6% once fully let. This is slightly below
the yield on cost on last year's development completions, partly
reflecting the first phase of development at Gatwick, as valuation
yields around London are lower than in the rest of the UK. During
2019, we pre-let the first 100,000 sq ft phase at this site to Gatwick

Airport on a 15-year fixed term. In total, 18% of our committed
pipeline is pre-let, up from 2% at the start of 2019, reflecting the
growing leasing momentum in the business.

Around 80% of the space in our committed pipeline comprises
units below 150,000 sq ft, with an average unit size of 40,000 sq ft.
This leaves us well-positioned to meet the growing demand for last
mile delivery space, as evidenced by our recent lettings to DHL and
Ocado, and modern warehouses near urban locations and good
availability of labour. While availability in the overall logistics market
has increased over the last two years, this has been driven by the
delivery of speculative mega-box units over 400,000 sq ft, as
availability at the smaller 100,000-200,000 sq ft end of the market
has remained stable. We continue to avoid speculative development
of mega-box space, as we continue to see better long-term
prospects at the small to medium end of the market.

Future pipeline

During 2019 we secured two new development opportunities, which,
subject to planning, could cater for ¢.2.2m sq ft of space in the long
term. Our total pipeline therefore now stands at c. 19m sq ft, of
which c. 45% has planning. In addition to our 1.5m sq ft committed
pipeline, we have a further 7.3m sq ft of consented space in our
future pipeline, which could deliver c. £47m of ERV. With future
capex of £500-550m and total development cost including land

we already own of £570-620m, this could deliver a c. 9% yield on
incremental capex and c. 8% yield on cost. However, having backed
ourselves to establish our Industrial & Logistics business unit’s
market presence through speculative development over the last
two years, we aim to further grow our pre-let activity in the coming
years, which means we will be pragmatic about the trade-off
between risk and return. We aim to grow our development activity
to up to c. 2m sq ft p.a. in the near future, which, given the substantial
premium of development yields over marginal financing costs and
valuation yields, is expected to drive meaningful growth in earnings
and development upside.

Let/pre- Total Current Future Yield on
Size Expected sold?  devcost book value capex ERV cost
Project 000 sq ft Units completion % £m £m £m £m %
Avonmouth 65 2 H2 2020 -
Burton Gateway 217 4 H2 2020 -
Bury 79 8 H1 2020 -
Chippenham 106 1 H2 2020 -
Doncaster 74 2 H1 2020 -
Tamworth 321 1 H1 2020 -
Stoke Central 43 1 H1 2020 -
Lincoln 80 2 H2 2020 33
Gatwick 100 1 H2 2020 100
Stoke South 102 2 H2 2020 -
Stoke South 81 3 H2 2020 -
Worcester 96 3 H1 2020 -
Industrial & Logistics
- to be retained 1,364 30 18 126 61 80 9.5 7.6
Bury 43 4 H1 2020 100
Stoke Central 43 1 H1 2020 100
Industrial & Logistics
- to be sold 86 5 100 7 3 5
Longbridge - 3 Devon Way 21 1 H1 2020 100
Other - to be retained 21 1 100 5 5 1
Total 1,471 36 21 138 69 86

(1) Based on ERV for projects to be retained and total development cost for projects to be sold.
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PORTFOLIO AND OPERATIONAL REVIEW
CONTINUED

Development completions

We have continued to see good demand for our high-quality new
homes, in particular in the regions, where the bulk of our activity is
focused, and we sold 1,060 homes during the year. This represents
a 25% increase versus last year (2018: 848 units); at the high end of
our target to grow volumes by up to 25%. The safety of our people
and the quality and overall experience we deliver to our customers
remain paramount in growing our business, so we are pleased our
HBF home builder status is on track for a 5* rating, our net
promoter score increased from 63 to 76 and our accident frequency
rate reduced further, to less than one-tenth of the industry average.

Our private average sales price reduced 3.2% to £273,000 (2018:
£282,000), as a 3.1% increase in like-for-like sales prices was offset
by changes in the mix of units and sites. Our operating margin
increased to 14.8% (2018: 14.4%), in line with our target to grow
margins by c. 0.5ppt. We are currently sales active on 21 outlets
with a further six opening in the coming weeks (early 2019: 20)
and our private sales rate was stable at 0.8 (2018: 0.8).

Operational performance Change
metrics 2019 2018 %
Total units sold 1,060 848 25.0
Private units sold 920 709 29.8
Affordable units sold 140 139 0.7
Private sales rate 0.8 0.8 -
Private ASP (£k) 273 282 (3.2)
Affordable ASP (£k) 135 118 144
Operating margin (%) 14.8 144 0.4ppt
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Current developments

Since the end of the year, trading activity has remained strong
hence we forward-sold 34.0% of our targeted private unit sales for
the year (Feb 2019: 34.6%). Having more than doubled our sales
volumes over the last three years, the annual rate of volume growth
is naturally bound to moderate over the coming years as the
business grows, although we remain on track versus our medium-
term growth ambitions. We plan to add 11 sales outlets this year
and aim to grow volumes by up to 20%, whilst we expect margins
to improve by a broadly similar amount as in 2019. We continue to
evolve our product and have recently opened our first dual-selling
site where we will offer an alternative range of new homes,
alongside our existing product. We have also started our first
inner-city apartment scheme, around half a mile from Birmingham
New Street station, which will provide 170 apartments by 2020-21.
We also recently partnered with a shared-ownership and registered
provider, which alongside part-exchange will further expand our
offering to customers and diversify our sales from Help to Buy.

Future pipeline

Excluding strategic land held by the Group, St. Modwen Homes'
existing land bank comprises c. 6,200 plots. This provides us with
visibility to grow volumes by up to 20% p.a. by 2021, in line with
the medium-term target we set in 2017. Beyond that, our current
pipeline allows us to maintain a volume of c. 1,300-1,400 units p.a.
so we plan to selectively supplement the strategic land coming
through from the Group with the acquisition of a small number
of ‘oven-ready’ sites over the coming years, to smooth the timing
of larger strategic sites and continue to grow volumes at a more
normalised rate, depending on the opportunities we see.

As our land bank has been transferred from the Group to St. Modwen
Homes at market value, upside from house price inflation and
planning gains has historically been captured through revaluation
gains elsewhere in the Group, which continues to reduce our
margin by an estimated c. 2-3ppt relative to housebuilders who
hold their land at historic cost. Nonetheless, we maintain our target
to improve margins to . 16-17% in the coming years due to an
optimisation of site coverage, scale efficiencies and a range of other,
smaller initiatives.
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Development completions

At Swansea Bay Campus we completed the latest phase of 411
student beds in early 2019 and subsequently sold these for £38m in
November, crystallising a healthy development return. In Uxbridge,
we completed and handed over the 207-unit PRS scheme we had
forward sold for £75m in early 2018.

We agreed the sale of 896 plots of residential land to third-party
housebuilders during the year for £30m. While this was less than
in the prior year (2018: £53m), since the year end we agreed to
sell more than 663 plots at our two largest sites in South Wales,
Coed Darcy and Llanwern, for £25m and we are in advanced legal
discussions on the sale of a further c. 900 plots across both sites.
We agreed significant planning improvements on both sites during
the year, which paved the way for these disposals and thereby
an acceleration in buildout of both sites. Assuming both deals
complete, the transfer of land would be phased over the coming
years, but combined with the next phase for St. Modwen Homes,
this would leave c. 40% of the plots at our two large South Wales
sites completed, under construction or controlled by various
housebuilders for near term development.

Current developments

At Longbridge, we are on site with the final 21,100 sq ft phase

of our Devon Way office cluster, which is pre-let on a 15-year fixed
term, and St. Modwen Homes and a third-party housebuilder are
currently on site to deliver 355 new homes. At New Covent Garden
Market, the relocation of the market facilities through our 50/50 JV
with VINCI is ongoing, ahead of the release of 10 acres of residential
development to the JV in the medium term.

Following the sale of our shopping centre in Kirkby to Knowlesley
Borough Council in November, we have started the development

of 2 95,000 sq ft extension to the existing centre, and following the
sale of our interests in Skelmersdale, we are about to start works

to deliver a new 51,500 sq ft retail scheme for West Lancashire
Borough Council. Acting as development manager, we will therefore
deliver the regeneration local stakeholders are looking for, having
released our capital for reinvestment in our core sectors.
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Future pipeline

Our focus remains on monetising the value in our existing land
bank, both through accelerating development and disposals,

to improve our return on capital. Following a period of relatively
subdued activity, we have seen a marked pick-up in momentum
at Longbridge in 2019, where we have been working on enhancing
the vision to fit our placemaking ambitions for this flagship scheme.
In 2020, we plan to start on site with various public realm
improvements, a pop-up style street-food dining facility, a 44-unit
apartment scheme and a 48,000 sq ft office designed around
flexible working, where we are already seeing strong interest. This
should further support momentum as we bring forward the future
opportunities at this scheme, which is currently c. 45% developed.

At Wythenshawe, Manchester, we have continued to progress our
positive early-stage discussions with the council about a large-scale
mixed-use redevelopment of our existing 1960's retail centre and
we continue to explore other long-term, mixed-use urban
opportunities in our existing portfolio. Following a large amount

of development at Bay Campus in recent years, we continue our
discussions with the university about the next medium-term steps
at this successful scheme.

The Group's owned residential land bank at the end of November
comprised c. 17,500 plots (2018: 18,400), of which 6,200 plots were
held by St. Modwen Homes and 11,300 by our Strategic Land &
Regeneration business. Of the latter, c. 3,100 plots comprise
strategic land which is still subject to planning, while the remaining
€. 8,200 plots are sites that we will continue to invest in to prepare
for disposal to third-party housebuilders. These include the 663
plots in South Wales we agreed to sell since the year end and the
further c. 900 plots we are in advanced legal discussions on. In
addition, we control land via development agreements which could
cater for a further c. 11,300 homes in the long term (2018: 11,800),
around 40% of which is still subject to planning.
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FINANCIAL REVIEW

Delivering
improved
earnings and
returns

Rob Hudson
Chief Finance and Operations Officer
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Our underlying financial performance for the year shows our
strategy is starting to deliver the improvement in earnings and
returns we expect it to bring over time. Despite a £13.6m reduction
in net rental income due to our non-core asset disposals over the
last two years, adjusted EPRA earnings increased 22.1% to £38.7m
(2018: £31.7m), driven by new lettings, growth in housebuilding
profits and a reduction in interest costs. As a result, adjusted EPRA
EPS grew 21.7% to 17.4 pence (2018: 14.3 pence), leaving us well on
track to deliver on our target to broadly double adjusted EPRA EPS
in the medium term from the 2018 level. As indicated at the start
of the year, net borrowings increased due to the reinvestment

of part of last year's disposal proceeds into our pipeline, but our
see-through loan-to-value remains low at 19.6% (2018: 16.9%).

Underlying net profit for the year increased by 12.4% to £68.0m
(2018: £60.5m). However, as per our announcement in early
December, an exceptional provision for a potential claim related

to a historical development project reduced statutory net profit

to £49.5m, which reduced underlying basic EPS of 30.6 pence per
share (2018: 27.1 pence) to 22.8 pence and NAV by 1.6%. While we
sold the majority of our retail assets at less than 1% below book
value in 2018, valuation weakness in our residual non-core retail,
over half of which we have now sold as well, resulted in a further
1.9% reduction of NAV. Notwithstanding this combined 3.5ppt drag,
NAV per share increased 3.0% to 484.2 pence per share (2018: 470.2
pence)’ and EPRA NAV per share increased 4.2% to 504.2 pence
(2018: 484.0 pence)". Combined with dividends paid during the
year, our underlying total accounting return for 2019 was 6.3%
(2018: 6.0%), or 4.6% including the exceptional provision.

Our dividend policy is aligned to cash profitability and we intend to
pay a dividend equivalent to c. 50% of adjusted EPRA EPS per year,
with the aim of providing a sustainable, progressive dividend for our
shareholders. Reflecting this, we will pay a final dividend of 5.1 pence
per share, to be paid on 3 April 2020 to shareholders on the
register as at 6 March 2020. This brings the total dividend for the
year to 8.7 pence, marking an increase of 22.5% versus last year
(2018: 7.1 pence).
(1) Following the adoption of IFRS 9 Financial Instruments during the year ended

30 November 2019, the comparative values of NAV per share and EPRA NAV

per share at 30 November 2018 have been reduced by 0.2 pence and 0.1 pence

respectively to reflect the retrospective restatement required for recognising

provisions against trade and other receivables using an expected credit loss
rather than an incurred loss model.

Presentation of financial information

Due to the number of significant joint venture arrangements, the
statutory financial statement disclosures do not always provide a
straightforward way of understanding our business. Reconciliations
between all the statutory and non-statutory measures and the
explanations as to why the non-statutory measures give valuable
further insight into the Group's performance are given in notes 2
and 3 to the Group financial statements. The Group has four
material joint ventures; three of which are in partnership with VINCI,
comprising the NCGM operation and joint ventures at Uxbridge and
Mill Hill (the latter through The Inglis Consortium), both of which are
engaged in the remediation and subsequent sale of land, and one is
in partnership with Salhia, Key Property Investments (KPI), which
owns a portfolio of principally income-producing industrial assets.

During the year, the Group adopted three new accounting
standards, being IFRS 9 Financial Instruments, IFRS 15 Revenue from
Contracts with Customers and IFRS 16 Leases. The 2018 results have
been restated for IFRS 9 and IFRS 15, but they have not been
restated for IFRS 16 as it has been applied from 1 December 2018
using the modified retrospective approach outlined in the standard.
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2019 2018
Industrial & St. Modwen Strategic Land &
Logistics Homes Regeneration Unallocated Total® Total®
£m £m £m £fm £m £m
Gross rental income 22.2 - 264 - 48.6 59.7
Property outgoings (4.6) - (7.0) - (11.6) (12.9)
Other net income 1.1 - 2.0 - 3.1 2.2
Net rental and other income 18.7 - 214 - 40.1 49.0
Housebuilding profits - 514 41 - 55.5 447
Development fee income 11 - 33 - 44 34
Business unit direct operating expenses (3.3) (1.3) (70) - (21.7) (20.6)
Central administrative expenses - - - (22.4) (22.4) (227)
Net interest costs - - - (9.3) (9.3) (14.6)
Taxation on adjusted EPRA earnings - - - (7.8) (7.8) (7.2)
Non-controlling interests on adjusted
EPRA earnings - - - (0.) (0.1) (0.3)
Adjusted EPRA earnings 16.5 40.1 217 (39.6) 387 317
Property revaluation and development gains 46.3 - 0.6 (22.5) 244 484
Property disposal gains/(losses) 0.2 - (5.2) - (5.0) (7.0)
Change in discounted market liability - - - - - 4.7
Net other finance costs - - (2.5) (4.5) (7.0) (12.7)
Tax on other earnings - - - (1.7) (1.7) 4.8
Less non-controlling interests
on other earnings - - - 13 1.3 -
Profit attributable to the owners
of the Company 63.0 40.1 14.6 (67.0) 50.7 60.2
Basic earnings per share (pence) 22.8 271

(1) This table is presented on a proportionally consolidated basis, including the Group's share of profits and losses of joint ventures and associates in the income statement
categories to which they relate, rather than on a statutory basis as one line representing the share of net losses of those joint ventures and associates.

(2) Exceptional provision for a potential claim related to a legacy development project.

These restatements have had limited impact on the Group financial
statements and there is no change to the summarised income
statement presented above. Further detail is provided in the
accounting policies note to the Group financial statements.

We use adjusted EPRA earnings and adjusted EPRA EPS as key
performance measures, which exclude non-cash valuation gains
and losses. As our residential developments are built to sell,
residential profits are cash-based and therefore included in this
metric, but as our commercial developments are predominantly
built to hold, commercial development profits are largely non-cash.
As such, these are excluded from adjusted EPRA earnings, other
than development fee income.

With these results, we have updated our segmental reporting to
reflect the changes in our organisational structure during the year.
As such, our financial reporting is now aligned to our three
operational business units, Industrial & Logistics, St. Modwen Homes,
and Strategic Land & Regeneration, with items which are not directly
allocated to specific business activities, such as borrowings and
interest costs, held centrally and presented separately. To allow
operating costs to be allocated appropriately, we have split
administrative expenses into business unit direct operating expenses
and central administrative expenses. These changes have no impact
on our net profit or adjusted EPRA earnings but provide better
clarity on the returns in each part of our business.
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Net rental and other income

As expected, the Group's share of net rental and other income
decreased to £40.1m (2018: £49.0m) due to the large amount of
non-core disposals over the past two years. Industrial & Logistics
net rental and other income increased to £18.7m (2018: £14.4m),
due to £5.3m income from retained developments and £0.2m
like-for-like income growth. Net rental and other income in
Strategic Land & Regeneration reduced to £21.4m (2018: £34.6m),
chiefly reflecting an £11.7m loss of rental income on non-core
assets we sold. With asset disposals in 2019 weighted towards the
end of the year and further non-core disposals to come, we expect
Strategic Land & Regeneration net rental income to continue to
reduce in 2020, but this to be offset by further growth in net rental
income in Industrial & Logistics. As the effect of non-core sales
subsides, we expect overall net rental income to grow more
meaningfully in 2021 onwards.

Housebuilding profits

Gross profit from housebuilding activities increased 24.2% to
£55.5m (2018: £44.7m). The majority of this comprises St. Modwen
Homes where gross profit increased 22.1% to £51.4m (2018: £42.1m),
while net operating profit increased 28.1% to £40.1m (2018: £31.3m).
The Persimmon JV, which forms part of our Strategic Land &
Regeneration business, delivered £4.1m of profit (2018: £2.6m) This
JVis still anticipated to largely draw to a close by the end of 2020,
but we expect the reduction in profit from this to be more than
offset by continued growth in St. Modwen Homes profits.
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FINANCIAL REVIEW
CONTINUED

Business unit direct operating expenses and central
administrative expenses

Business unit operating expenses are costs which are directly linked
to the operating activities of our three business units. During the
year, these increased to £21.7m (2018: £20.6m), partly as a result
of the growth in sales and build activity in St. Modwen Homes.
We expect direct operating expenses to continue to grow, chiefly
driven by the continued growth in St. Modwen Homes. Central
administrative expenses for the year decreased slightly to £22.4m
(2018: £22.7m) and are expected to grow broadly in line with
inflation in 2020.

Interest and other finance costs

Net interest costs for the year fell to £9.3m (2018: £14.6m) on a
see-through basis, principally due to a reduction in debt due to our
disposals during 2018 and a reduction in average borrowing costs.
We capitalised £3.3m of interest costs on commercial developments
during the year (2018: £2.3m). We expect to be a net investor in
2020 due to the investments in our pipeline, although the impact

of this on net interest cost is anticipated to be largely offset by

a reduction in our average cost of borrowing during 2019.

Net other finance costs were down significantly to £7.0m

(2018: £12.7m), largely reflecting £7.3m one-off expenses in the
prior year related to our refinancing activity. Net other finance costs
for 2019 includes a £2.5m charge for discount unwinds, principally
on our share of the long-term commitment to deliver the NCGM
project, and a £1.8m charge for the amortisation of arrangement
fees in relation to our loan facilities. Combined, these costs have
averaged c. £7m p.a. in recent years and are expected to recur at
broadly similar levels. The final element of our other finance costs
relates to the mark-to-market valuation of our derivatives, which
is driven by the movement in swap rates and resulted in a £2.7m
expense in the year.

Investment property revaluation, development and disposal
gains/losses

All our investment properties are independently valued every six
months by our external valuers, Cushman & Wakefield, who base
their valuations upon open market transactions between a willing
buyer and a willing seller at the balance sheet date. In accordance
with accounting standards, valuation movements are reflected as
gains or losses in the income statement. We also independently
assess our work in progress for any impairment issues.

During 2019 our portfolio saw an underlying net revaluation and
development gain of £46.9m, largely in line with the £48.4m gain
in 2018. At £46.3m, virtually all of this was driven by Industrial &
Logistics, as write-downs on non-core retail assets broadly offset
other gains in Strategic Land & Regeneration. We recorded a £5.0m
loss on disposals, compared to a £7.1m loss last year, which solely
reflected a loss on the sale of non-core retail assets.

Exceptional item

We recognised an exceptional item of £22.5m to provide for a
potential claim against the Company for a legacy project the Group
developed and sold approximately 15 years ago, which adjusted
for tax and non-controlling interests reduced our statutory net
profit attributable to owners of the Company for the year by
£17.3m, or 7.8 pence per share. To date, no detailed claim has been
made by any of the parties involved and as such there is no
certainty around the potential amount and timing of any future
cash outflow. We anticipate we will be able to recover a meaningful
part of any potential claim but as IFRS places a lower threshold on
the recognition of potential future obligations than the recognition
of potential future reimbursements, we cannot recognise any
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anticipated recoveries at this stage and therefore only recognised
the provision element in our results. Following a thorough review
of our historical projects we are confident that any alleged problem
would be a one-off issue which is therefore not expected to have
any impact on our strategy or medium-term return expectations.

Taxation and profit

Our underlying net profit before exceptional items for the year
was £68.0m. Taking into account the above exceptional provision,
our statutory net profit after tax of £49.5m (2018: £60.5m), while
our total tax charge (including joint venture tax) for the year was
£9.5m (2018: £12.0m).

As a property group, tax and its treatment is often an integral

part of transactions. The outcome of tax treatments is recognised
by the Group to the extent that the outcome is reasonably certain.
Overall, the effective tax rate for the year of 16.1% was broadly
stable (2018: 16.6%). As signalled previously, the effective tax rate
is expected to remain at broadly similar levels, slightly below the
standard rate of tax.

Return on capital

Including dividends of 7.6 pence per share paid during the year,
our underlying total accounting return amounted to 6.3%, or
4.6% including the exceptional provision (2018: 6.0%). Our new
segmental reporting below for the first time provides insight
into how our three business units contribute to our overall Group
returns. The return on capital employed for Industrial & Logistics
is highest at 12.4%, driven by its large amount of development
activity, ahead of St. Modwen Homes at 11.4% and Strategic Land
& Regeneration at 2.9%.

We expect the difference in ROCE per business unit to narrow in
the years ahead, as St. Modwen Homes reduces its land bank from
¢. 6 years to a level more in line with industry standards by growing
its volumes, and Strategic Land & Regeneration monetises its
surplus residential land, where the lack of income means returns
are modest, and accelerates the delivery of its existing regeneration
projects. We therefore remain on track towards our ambition to
generate a low double-digit total accounting return over time,
assuming markets remain stable.

Net asset value

The aforementioned exceptional provision reduced the net asset
value attributable to shareholders of the Group for 2019 by £17.3m
to £1,075.7m (2018: £1,044.1m)". Notwithstanding the 7.8 pence per
share, or 1.6%, reduction in net asset value related to this provision,
net asset value per share increased 3.0% over the year to

484.2 pence (2018: 470.2 pence)”. EPRA NAV per share increased
by 4.2% to 504.2 pence (2018: 484.0 pence)?.

Net borrowings and loan-to-value

Following a £151.3m reduction during 2018 net borrowings
increased by £53.7m to £290.6m (2018: £236.9m) during 2019

as we, as planned, reinvested part of last year’s disposal proceeds.
This excludes £37.5m (representing our 50% share) held in a
development account for the NCGM project delivery which
continues to be held in a one-year deposit account and therefore
does not qualify as cash in our net borrowings calculation.

As a result, our see-through LTV increased to 19.6% (2018: 16.9%),

or 171% including the £37.5m held on one-year deposit. As such, our
overall LTV remains comfortably below our target to keep our overall
LTV in the mid to high-20's percent. Whilst we remain conservative
in our approach to financial leverage, we expect see-through net
borrowings to grow during 2020 as we continue to reinvest part

of the proceeds from our non-core disposals into our pipeline.
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2019 2018
Industrial & St. Modwen Strategic Land &
Logistics Homes Regeneration Unallocated Total® Total"@
£m £m £m £fm £m £m
Property portfolio 588.1 384.2 5123 - 1,484.6 1,403.3
Other assets 6.3 238 75.5 101.0 206.6 198.3
Gross assets 594.4 408.0 587.8 101.0 1,691.2 1,601.6
Net borrowings - - - (290.6) (290.6) (236.9)
Lease liabilities - - - (9.2) 9.2) (3.9)
Other liabilities (21.7) (53.6) (12.2) (123.5) (311.0) (310.8)
Gross liabilities (21.7) (53.6) (112.2) (423.3) (610.8) (551.6)
Net assets 572.7 354.4 475.6 (322.3) 1,080.4 1,050.0
Non-controlling interests - - - 4.7) (4.7) (5.9)
Equity attributable to owners
of the Company 572.7 3544 475.6 (327.0) 1,075.7 1,044
Business unit ROCE® 12.4% 11.4% 2.9%
NAV per share® (pence) 484.2 470.2
EPRA NAV per share” (pence) 504.2 484.0

(1) This table is presented on a proportionally consolidated basis, including the Group’s share of assets and liabilities of joint ventures and associates in the balance sheet
categories to which they relate, rather than on a statutory basis as one line representing the share of net assets of those joint ventures and associates.

(2) Following the adoption of IFRS 9 Financial Instruments during year ended 30 November 2019, the comparative values of NAV per share and EPRA NAV per share at
30 November 2018 have been reduced by 0.2 pence and 0.1 pence respectively to reflect the retrospective restatement required for recognising provisions against trade
and other receivables using an expected credit loss rather than an incurred loss model. This restatement reduced other assets, gross assets, net assets and equity
attributable to owners of the Company at 30 November 2018 by £0.3m.

(3) Business unit returns on capital employed are calculated as the business unit profit before interest and tax for the year divided by the average business unit net assets,
after adding back any business unit specific net borrowings, for the year.

20190 20180 Hedging and cost of debt
- Our weighted average interest rate reduced slightly to 3.5%
2
Gross borroYV|ngsz (Em) 357.8 3215 (2018: 3.8%) due to the drawdown of relatively cheaper borrowings.
Net borrowings®? (£m) 290.6 2369 We aim to have predictable costs attached to our borrowings, so
Loan-to-value® (%) 19.6 169 our policy is to hedge a significant portion of our interest rate risk.

The proportion of borrowings which are fixed or hedged is 65.7%
(2018: 66.9%) and we continue to manage our interest rate risk
via a combination of caps and hedges.

(1) Proportionally consolidated, including the Group's share of joint ventures
and associates.

(2) Borrowings are stated at amortised cost and exclude lease liabilities.

Corporate funding covenants

Covenant compliance continues at all levels and across all metrics

and we continue to operate with considerable headroom against

all measures. Our portfolio could withstand an almost 40% fall

(3) See-through loan-to-values are reconciled in note 2 to the Group
financial statements.

Financing

During 2019, we drew down the £75m facility from the Homes
England Home Building Fund we signed shortly before the end
of 2018 and repaid our £100m convertible bond upon its maturity
in March. We extended the maturity of £400m of our £475m
unsecured revolving credit facility by one year to December 2024
and extended the maturity of our small £30m KPI )V facility

(£15m our share) to January 2021. Aside from this, we have no

debt maturing until December 2023 and our average debt maturity

increased to 4.9 years (2018: 4.5 years).

2019 2018
Available facilities (£m) 565.0 680.0
Average duration of facilities (years) 49 45
Weighted average interest rate® (%) 3.5 38
Percentage of gross borrowings
fixed or hedged (%) 65.7 66.9

(1) The weighted average interest rate is calculated using current interest rates,
commitment fees and hedging profile applied to the see-through gross
borrowings at 30 November 2019, thereby assuming constant net borrowing
levels for 2019.
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in values before our tightest covenant would be breached.

Rob Hudson
Chief Finance and Operations Officer

3 February 2020

Approval of strategic report
The strategic report for the year ended 30 November 2019 has
been approved by the Board and was signed on its behalf by:

Mark Allan
Chief Executive

3 February 2020
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CHAIR'S INTRODUCTION
TO GOVERNANCE

Aligning our
purpose, values,
culture and
strategy

Danuta Gray
Chair

Dear shareholders

Good governance is essential to our success as a business. During
the year, the Board has worked with management to review our
compliance with both the 2016 UK Corporate Governance Code
(2016 Code), under which we are required to report for this year's
annual report, and the 2018 UK Corporate Governance Code
(2018 Code). We have overseen a number of initiatives across the
Group which complement and support the work already being
undertaken in ensuring that the Company is compliant with the
2018 Code. A statement of our compliance with the 2016 Code
can be found on page 62.

Board workforce engagement plan

We value and invest in our workforce and are keen to ensure

that our colleagues'’ voices are heard in the boardroom and that
their views are considered as part of the Board's decision making.
Over the past year, the Board has approved a number of initiatives
to improve employee engagement, including updates to the
Group's people strategy. We have appointed Simon Clarke as

a non-executive director responsible for employee engagement.
Simon attends meetings of the People Matters Group and provides

feedback to the Board on its work and the views of our employees.

Further information on employee engagement can be found on
pages 26 to 33.
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Culture and purpose

The Board has worked with management in defining St. Modwen's
culture and purpose. As a Board, we are responsible for leading
and promoting that culture ‘from the top’ and launched the
Group's Responsible Business ambitions at an all-employee event
in December 2019. This event provided us with an opportunity

to bring the Group's purpose to life, to further build employee
engagement and to demonstrate our commitment to promoting
the Group's culture.

External Board evaluation

This year, we conducted an external evaluation of the Board and
its committees. The results of the Board evaluation were presented
to the Board in November 2019 and areas of focus for 2020 were
identified for action. Further information on the Board evaluation
can be found on page 60.

Board changes and diversity

As announced on 4 February 2020, Mark Allan will leave the
business on 30 April 2020. Mark has played an important role

in the success of the Company and in developing our strategy,
which will continue to underpin our ambitions for growth in the
years to come. | would like to express my thanks to Mark for his
hard work over the past three years and wish him every success
for the future.

On 1 February 2020, Rob Hudson assumed the role of Chief
Finance and Operations Officer and will take on the role of interim
Chief Executive until a new Chief Executive is appointed. Rob's
remit will include overseeing strategic and business planning,
developing and ensuring the effective execution of a cohesive
transformation strategy, and leading the Group’s Responsible
Business ambitions.

As a Board, we remain committed to leading by example and
ensuring that our membership is diverse and inclusive. | am
pleased to report that we have met the Hampton-Alexander
target of 33% female representation on the Board. During the
year, the Board has worked with a specialist diversity and
inclusion (D&I) consultancy to review the D&I of our workforce,
to identify and agree the actions required to improve the
diversity of the Group and to refresh the Board diversity policy.

Stakeholder engagement

The views of our shareholders and other stakeholders are
important to us. We have maintained regular dialogue with

key stakeholders throughout the year and will further develop
our stakeholder engagement programme during 2020 to ensure
that their views continue to be considered in the Board's decision
making. Further information on the Board's engagement with,
and consideration of, stakeholders can be found on pages 61

and 62 of this governance report and in the strategic report

on pages 30 to 33.

I look forward to meeting shareholders at the AGM
on 27 March 2020.

Danuta Gray

Chair

3 February 2020
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LEADERSHIP

Our decision
making
framework

The Board is supported by several Board committees, the Executive
Committee and a variety of sub-committees which focus on specific
strategic objectives or business operations. Our governance
framework determines how decisions are made, where
responsibilities fall and who is accountable for what and to whom.
It also ensures that there is a smooth upwards flow of information.
There is a clear division of responsibility between the Chair, who is
accountable for the leadership of the Board, and the Chief Executive,
who manages and leads our business strategy and our operations
on a day-to-day basis.

The Board discharges its responsibilities through an annual
programme of Board and committee meetings which are
supplemented by visits to sites in our property portfolio. This
included a visit to Trentham Gardens in April 2019. During the year,
the Board held eight formal meetings, one of which was a strategy
day in July. The Chair meets the non-executive directors periodically
without the executive directors being present and maintains regular
contact with the Chief Executive throughout the year.

Board meeting agendas are prepared collaboratively with input
from the Chair, Chief Executive, Chief Finance and Operations
Officer, and the General Counsel and Company Secretary. Each
agenda is carefully planned to ensure sufficient time is given to
strategic matters and regular operational and financial reports,
as well as key issues and matters of current interest or concern.

Directors who are unable to attend a meeting provide their views on
the business of the meeting to the Chair of the Board or Committee
in advance of that meeting. Members of the Executive Committee
and certain external advisers are invited to attend meetings in
relation to specific agenda items. Meetings are typically arranged
well in advance to minimise any clashes with the non-executive
directors’ other commitments. Board papers are provided to
directors in a timely manner via a secure online portal.

The General Counsel and Company Secretary supports the Chair
and the Chief Executive in fulfilling their duties and is available to

all directors for advice, support and assistance. He is responsible

for keeping the Board regularly updated on governance matters.
He attends Board and committee meetings, maintains a record of the
matters discussed and approved, and facilitates the effective flow
of information between the Board, its committees, non-executive
directors and the Executive Committee of which he is a member.
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Responsible for the overall strategic direction and long-term success
of the Company including:

- overseeing the Group's activities;

« establishing the Group's purpose, values and strategy, ensuring that they
are aligned with the Group's culture;

+ monitoring the execution of strategy;
« reviewing performance;

« considering the acquisition and disposal of large assets, ensuring that only
acceptable risks are taken; and

- ensuring that the appropriate people and resources are in place to deliver
long-term value to shareholders and benefits to the wider community.

In undertaking their responsibilities, the directors comply with their duties
under section 172 of the Companies Act 2006. Certain key matters requiring
Board approval are set out in a formal schedule which the Board reviews
periodically.

The Board discharges some of its responsibilities in relation to audit, risk,
Board composition, succession planning, remuneration and health and
safety to its principal Board committees.

Full details of the responsibilities of the committees and their activities
during the year can be found in the respective committee reports.

The Executive Committee is supported by several committees

in the performance of its duties and in discharging its governance
responsibilities. Information on the authority, membership and
responsibilities of each of the committees, including how they
operate, is set out in their respective terms of reference.

The following three business unit boards were established
to support each strategic objective:

+ Industrial & Logistics — build a high quality industrial
and logistics business

+ St. Modwen Homes - grow our residential and
housebuilding business

- Strategic Land & Regeneration - leverage our
regeneration reputation

See our strategy and business model on pages 18 to 19
for further information.
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Chair

- Leads the Board effectively and sets
appropriate agendas

Maintains a culture of openness and
constructive challenge between the
non-executive directors and
executive directors

Ensures an appropriate balance is

Senior Independent Director

« Acts as a sounding board for
the Chair

« Acts as a trusted intermediary
for the other directors if required

- Provides an additional channel of
communication for shareholders

Non-executive directors

« Work with and challenge the
executive directors in the execution
of St. Modwen's strategy

- Offer an independent, external
perspective and bring wide and
varied commercial experience

Chief Executive

« Leads the business and is responsible
for day-to-day management

« Leads senior management via the
Executive Committee

maintained between the interests Chief F!nance and
of shareholders and other Operations Officer
stakeholders
« Develops and implements financial
strategy and policies
- Responsible for the preparation and
integrity of financial reporting
Nomination Audit Remuneration Group Health and Safety
Committee Committee Committee Committee

« Leads the Board appointment
process and reviews its composition
ensuring a good balance of skills,
experience and diversity

« Reviews executive succession plans

Oversees financial and narrative
reporting

Assesses internal control and risk
management systems

.

Reviews external audit processes
and effectiveness of auditors

Reviews property portfolio
valuations

« Develops the remuneration policy

- Sets the remuneration of the
executive directors, Chair and
Executive Committee

Approves long-term performance
objectives and awards

- Reviews workforce remuneration
and related policies

Oversees the effectiveness
of the Group H&S strategy

Reviews key H&S risks

Supports management in
maintaining a robust H&S culture

.

Reviews the impact of any changes
in H&S regulation

See the Nomination Committee
report on pages 70 to 72 for more
information

See the Audit Committee report on
pages 63 to 69 for more information

See the Remuneration Committee
report on pages 74 to 77 for more
information

See the Group Health & Safety
Committee report on page 73 for
more information
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THE BOARD

Danuta Gray
Independent non-executive Chair

Mark Allan
Chief Executive

Rob Hudson
Chief Finance and Operations Officer

Appointed: October 2018 as non-executive director
and Chair Designate, March 2019 as non-executive Chair.

Key strengths: Extensive operational and Board
experience in both executive and non-executive roles
in FTSE 100 and FTSE 250 companies across the global
telecommunications and IT, consumer and financial
services sectors.

Experience: Over 26 years’ experience in the
telecommunications industry; including as Chief
Executive of Telefénica 02 in Ireland from 2001 to 2010
and Chair from 2010 to 2012. A former non-executive
director of PageGroup plc, Paddy Power Betfair plc,
Aer Lingus Group plc, Irish Life permanent plc and Old
Mutual plc. Has also served on several remuneration
committees. Prior to Telefonica 02, held various senior
positions within BT Group from 1984 to 2001.

External appointments: Non-executive director of
Direct Line Insurance Group plc, Senior Independent
Director of Aldermore Group plc and a non-executive
Board member of the Ministry of Defence.

(&)

Jenefer Greenwood, OBE
Independent non-executive director

Appointed: November 2016 as Chief Executive
Designate, December 2016 as Chief Executive.

Key strengths: Extensive knowledge and experience of
the property sector combined with strong operational
leadership and financial and strategic management skills.

Experience: Joined St. Modwen from The Unite Group
plc where he had been Chief Executive since 2006.

He moved to Unite in 1999 from KPMG and held a
number of financial and commercial roles in the
business, including Chief Financial Officer from 2003 to
2006. A qualified Chartered Accountant and a member
of the Royal Institution of Chartered Surveyors.

External appointments: None.

(HJ

Jamie Hopkins
Independent non-executive director

Appointed: September 2015 as Chief Financial Officer,
February 2020 as Chief Finance and Operations Officer.

Key strengths: Strong financial management,
commercial and operational experience in financial
services, information services and commercial
property sectors.

Experience: Over 20 years' experience in finance,
formerly the Group Financial Controller at British Land plc
from 2011 to 2015. Joined PricewaterhouseCoopers on
graduating then moved to Experian plc in 2000 where he
held a number of senior financial roles, including Global
Finance Director of its Decision Analytics business and
UK Finance Director. A qualified Chartered Accountant.

External appointments: None.

Sarah Whitney
Independent non-executive director

Appointed: June 2017

Key strengths: Extensive knowledge of the retail
and regeneration sectors of the real estate industry
combined with significant board-level experience.

Experience: Over 30 years' experience in the real
estate sector with companies such as Hillier Parker
(now CBRE) and Grosvenor Ltd, where she was Director
of Sales and Lettings, Great Britain and Ireland, before
retiring in 2012. Currently serves on the board of
Assura plc and LiveWest Homes. Formerly served

on the board of The Crown Estate and has chaired the
National Skills Academy for Retail. Awarded an OBE in
2014 for services to the UK Real Estate Industry and for
voluntary services to young people. A Fellow of the
Royal Institution of Chartered Surveyors.

External appointments: Non-executive director for
both Assura plc and LiveWest Homes, member of the
supervisory board of INTERNOS Global Investors Ltd
and trustee of the Ernest Cook Trust.

00

56

Appointed: March 2018

Key strengths: Strong commercial, strategic

and operational management skills and significant
knowledge and experience of asset management
services and the real estate sector.

Experience: Chief Executive Officer of Workspace
Group plc from 2012 until May 2019. Formerly served
as Chief Executive and then a non-executive director
of Mapeley plc from 2002 until 2010 and a director
of Chester Properties from 2009 to 2012. Also acted
as investment director of Delancey Estates and Savills
between 1990 to 2002. A member of the Royal
Institution of Chartered Surveyors.

External appointments: Non-executive director
of Allsop LLP and Restore plc.
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Appointed: September 2019

Key Strengths: Extensive real estate experience

with a particular focus on public private partnerships,
combined with strong investment and corporate
finance experience.

Experience: Over 30 years’ experience in the real estate
and corporate finance sectors, including senior roles

at CBRE and Cushman & Wakefield (DTZ Holdings plc).
Sarah was formerly a partner at PwC and held investment
banking roles at Kleinwort Benson and Barings. A Fellow
of the Institute of Chartered Accountants.

External appointments: A non-executive director of
JPMorgan Global Growth & Income plc, a member of the
Supervisory Board of BBGI SICAV SA and Treasurer of
University College London.
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lan Bull
Senior Independent Director

Simon Clarke, DL
Non-executive director (non-independent)

Appointed: September 2014 as non-executive director,
March 2018 as Senior Independent Director.

Key strengths: Strong financial management and
operational experience in major commercial businesses
across a range of sectors.

Experience: Chief Financial Officer of Parkdean Resorts
Group from March 2016 to June 2018. Previously Chief
Financial Officer at Ladbrokes plc (2011 to 2016) and
Group Finance Director of Greene King plc (2006 to
2011). Over 20 years' financial experience with
companies such as Whitbread plc, Buena Vista Home
Entertainment (Walt Disney Company) and BT Group.
Former non-executive director of Paypoint Ltd. A Fellow
of the Chartered Institute of Management Accountants.

External appointments: Non-executive director
of Domino's Pizza Group plc and Dunelm Group plc.

00

Andrew Eames
General Counsel and Company Secretary

Appointed: November 2017

Experience: A lawyer with over 16 years of legal,
commercial and governance experience across a
number of different sectors. Joined St. Modwen from
Mothercare Plc where he was Group General Counsel
and Company Secretary (Interim), having previously
held various positions at Nomura International Plc
including Co-Head of Corporate Legal and

Company Secretary.

Key responsibilities: Leads the legal, company
secretarial, compliance, risk and insurance functions
and is responsible for legal, compliance and governance
activity across the Group. Provides advice and support
to the Board and its committees and oversees the
Group's relationship with its external law firms.
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Appointed: October 2004

Key strengths: Strong commercial and management
experience in both agriculture and property, and
extensive knowledge of the Company'’s history.

Experience: The son of Sir Stanley Clarke, the founder
and former Chairman of St. Modwen, he represents the
interests of the Clarke family, one of the Company's
largest shareholders, on the Board. Former Deputy
Chairman of Northern Racing plc, former director and
Vice-Chairman of The Racecourse Association Ltd and
former Trustee of Racing Welfare. Deputy Lieutenant
for Staffordshire and an Honorary Doctor of
Staffordshire University.

External appointments: Chairman of Dunstall
Holdings Ltd and Chairman of the Development Board
of Staffordshire University.

Changes to the Board

- Bill Shannon stood down from the Board
with effect from the conclusion of the AGM
on 29 March 2019

- Sarah Whitney joined the Board
on 16 September 2019

- Mark Allan will stand down from the Board
on 30 April 2020

e Member of the Audit Committee
m Member of the Nomination Committee
e Member of the Remuneration Committee

0 Member of the Group Health & Safety
Committee

Denotes Committee Chairman

St. Modwen Properties PLC

Board composition
Chair
Executives

® Non-executives

Board tenure
0-2 years
2-4 years

® 4-6 years

@ 6 years+

N

Board balance
Female
Male
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THE BOARD
CONTINUED

Board activities for the year ended 30 November 2019

The Board's agenda and activities are planned well in advance of meetings to ensure appropriate time is dedicated to key matters. It is
further updated throughout the year to enable the Board to consider current developments, opportunities and risks, in order to support
the delivery of the Group's strategy.

Principal activities during the year

Performance and - Discussed and approved the organisational design proposal.

A - Reviewed the Group's strategic plans.
+ Received a performance and strategy update on the Industrials & Logistics business unit.
- Discussed the Responsible Business strategy.
+ Received an update on IT including cyber security measures.
- Undertook a site visit to Trentham Gardens.
Financial and - Considered full and half-year reporting.
regulatory . : . . L
- Discussed the risk statement and considered principal and emerging risks.
« Approved dividends.
- Reviewed and approved the 2020 budget.
People and - Considered proposed culture metrics. Further information on the Group’s culture can be found
culture on pages 26 and 27.
- Received regular updates on the progress of the Group's organisational design.
- Simon Clarke, the designated non-executive appointed to facilitate the Board's engagement with the workforce,
provided the Board with a report on his attendance at the first People Matters Group meeting. Further
information on the People Matters Group can be found on pages 26 to 33.
Governance - Discussed the results of the external Board evaluation. Further information on the Board evaluation can be found
matters on page 60.
- Received regular progress updates on the activities and initiatives the business has undertaken to comply with
the 2018 Code.
- Reviewed the Schedule of Matters Reserved for the Board and the terms of reference for each of the Board
committees.

The regular matters considered at each Board meeting include a report from the Chief Executive which contains an overview of business
performance for each business unit, updates on health and safety matters, a people update and progress updates on major projects
and transactions. The report also includes a dashboard to provide the Board with visibility of progress against key strategic objectives.

In addition, the Board reviews the finance report and receives updates on financial and regulatory reporting and governance matters.

Attendance at Board meetings

Meetings attended in year

Director Role Director since out of maximum possible % attended in year
Danuta Gray Chair Oct 2018 8/8 100%
Mark Allan Chief Executive Nov 2016 8/8 100%
lan Bull Senior Independent Director Sep 2014 8/8 100%
Simon Clarke® Non-executive director Oct 2004 7/8 87.5%
Jenefer Greenwood, OBE ~ Non-executive director June 2017 8/8 100%
Jamie Hopkins Non-executive director Mar 2018 8/8 100%
Rob Hudson Chief Finance and Operations Officer Sep 2015 8/8 100%
Bill Shannon® Previous Chair Nov 2010 2/2 100%
Sarah Whitney® Non-executive director Sep 2019 4/4 100%

(1) Unable to attend the June 2019 Board Meeting due to illness.
(2) Bill Shannon stood down from the Board with effect from the conclusion of the AGM on 29 March 2019.

(3) Sarah Whitney was appointed to the Board meeting as a non-executive director on 16 September 2019.
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EFFECTIVENESS

Ensuring we
achieve our
ambitions

Board composition, skills and diversity

The Board comprises eight directors, of which six are non-executive
directors (including the Chair) and two are executive directors.
Further information on each of the directors is set out on

pages 56 and 57.

Director development and training

The Company is committed to ensuring that directors’ skills

and knowledge are continually refreshed. The training needs

of each director are discussed with them as part of their annual
performance review. During the year, in addition to information

on changes to governance and regulatory matters, the directors
received updates on areas including the Group’s strategic plan,
culture, IT strategy, cyber security and the Group’s Responsible
Business strategy. To provide deeper insight into the business, the
directors undertake site visits and members of senior management
attend Board meetings to present on their areas of business and/or
expertise. In April 2019, the Board visited the Trentham Estate in
Stoke-on-Trent.

Director independence and re-election to the Board

The Board considers that Danuta Gray was independent on her
appointment to the Board and that she remains so. All non-executive
directors, with the exception of Simon Clarke, are considered to

be independent.

Simon Clarke represents the interests of the Clarke family,

a major shareholder of the Company, and has held the position
of non-executive director since his appointment to the Board

in 2004. For the purposes of the UK Corporate Governance Code,
Simon is not considered to be independent.

The Board considers that each of the non-executive directors has
the appropriate skills, experience, knowledge and time to enable
them to perform their duties and, in accordance with the UK
Corporate Governance Code, all directors will seek election

or re-election at the 2020 AGM.

External appointments

On appointment, directors are advised of the time commitment
required of them. Any additional external directorships are agreed
in advance with the Chair. There have been no changes to the
Chair’s other directorships since her appointment to the Board.
Further information on the external appointments of the directors
can be found on pages 56 and 57.

59

Conflicts of interest

The Board operates a policy to identify and, where appropriate,
manage any conflicts of interest affecting the directors. This enables
the Board to consider and, if thought appropriate, to authorise a
director’s actual or potential conflict of interest, taking into
consideration what is in the best interests of the Company and
whether the director’s ability to act in accordance with his or her
wider duties is affected. The Company Secretary maintains a
register of directors’ conflicts of interest, which includes details

of any conditions applied on any authorisation given by the Board.
The register is reviewed annually and as and when any changes

to authorisations need to be considered.

Summary of Sarah Whitney's induction

Induction of new directors

The Chair, assisted by the Company Secretary, is responsible
for the induction of all new directors. On joining the Board,

a new director receives a comprehensive induction pack which
includes background information on the Company. A summary
of Sarah Whitney's induction is detailed below.

Board members

- Chair - provided an overview of the Board and its annual
programme of meetings, a briefing on shareholder priorities
and the roles of the Board committees.

- Chief Executive — discussed the structure of the Group,
the Group's strategy, business plan and performance.

- Committee chairs — discussed their committees and any
matters of significance.

« Chief Finance and Operations Officer — provided a summary
of the Group's financial performance and future plans.

Senior executives

- Senior executives of Group functions — meetings with the
General Counsel and Company Secretary, Managing Director —
Strategy and Corporate Development and the Group HR Director.

Meetings with business unit directors and site visits
+ Managing directors of the Strategic Land & Regeneration,
Industrial & Logistics and St. Modwen Homes business units.

- Site visits to a selection of sites from each of the three
business units.

Key advisors
+ Meetings with external and internal auditors, brokers, valuers
and remuneration advisors.
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EFFECTIVENESS
CONTINUED

Performance evaluation

2018 Board evaluation
Progress made against the actions identified by the 2018 internal
Board performance evaluation is detailed below:

Focus areas

To introduce
horizon planning
when developing
major strategic
planning

To enhance the
clarity of the
three-year
development
pipeline for
our strategic
growth areas

To more closely
monitor the
corporate culture
of the business

Action taken

The Managing Director — Strategy and
Corporate Development undertook a
review of megatrends to 2040 and their
likely impact on the Group’s long-term
strategy. The results of the review were
presented to the Board at its strategy day
in July 2019 and taken into consideration
in the Group's strategy planning.

The Managing Director - Strategy and
Corporate Development prepared and
presented a strategic business plan in
September 2019, which included
consideration of the current and future
development pipeline, reviewing the
current status and availability of land
within the Group, as well as future
acquisition requirements and the
timing thereof. The pipeline is further
monitored through monthly business
unit board meetings.

The Group HR Director led a review of the
Group's culture including how the desired
culture is supported and developed
across the Group. The results of the
review were discussed at the Board
meeting in October 2019 and next steps
were agreed, these included the need

to focus on embedding and measuring
culture for both internal and external
stakeholders in order to bring the Group's
purpose to life and to further develop
stakeholder engagement.

4 senior management

e
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2019 Board evaluation

The 2019 Board evaluation was externally facilitated by Elaine
Sullivan of Manchester Square Partners LLP. Neither Elaine
Sullivan nor Manchester Square Partners LLP has any other
connections with the Company.

Process

The 2019 Board evaluation was conducted from July to October
2019. Manchester Square Partners had access to the Board and
committee papers for the prior 12 months and observed a Board
meeting. Individual interviews were conducted with all eight
Board directors, the General Counsel and Company Secretary,
and the Group HR Director. The Senior Independent Director met
the directors without the Chair present to obtain feedback in
relation to her performance, which was then discussed
separately with the Chair.

The initial summary observations were discussed with the

Chair prior to the final report being discussed at a Board meeting
in November 2019. An action plan, based on the final evaluation
report and the discussions with the Board, was developed and
circulated to the Board. A summary of that action plan is set

out below.

Focus areas for 2020

Area of focus Specific actions

Monitor pace and - Board engagement and reporting
for new business units

progress

Evolution and - Continual review of Board level risk
embedding of topics and emerging risks

risk management

Board agendas « Refreshed agendas to include further
engagement with external partners,
updates on broad market
developments, talent management,

culture and customer insight

! [ -




Interests in voting rights

Information provided to the Company pursuant to the FCA's
Disclosure and Transparency Rules (DTR 5) is published on a
Regulatory Information Service and on the Company's website.
As at 30 November 2019, the information in the table below had
been received in accordance with DTR 5 from holders of notifiable
interests in the Company’s issued share capital.

The information provided was correct at the date of notification;
however, the date the notification was received may not have been
within the current financial year. It should be noted that these

holdings are likely to have changed since the Company was notified.

Notification of any change is not required until a notifiable
threshold is crossed.

Date of Nature of  Total voting % of total
Shareholder notification holding rights voting rights
Royal London 17/06/19 Direct 17,835,903 8.02%
Asset interest
Management Ltd
The late Lady 28/09/17 Direct 15,175,196 6.82%
Clarke and interest
connected
parties (including
Simon Clarke)
Aviva plc 25/06/18 Direct 13,494,710 6.07%
interest
Indirect 863,094 0.39%
interest
Total 14,357,804 6.46%
J O Hambro 12/09/19 Indirect 11,128,104 5.00%
Capital interest
Management
Limited

Changes to the interests in the voting rights which have been
notified to the Company in accordance with DTR 5 between
30 November 2019 and 3 February 2020 are set out below:

Date of Nature of  Total voting % of total
Shareholder notification holding rights voting rights

BlackRock, Inc 23/01/20 Indirect 10,418,802 4.68%

Financial 798,919 0.35%
instruments

Total  11,217721 5.04%

61

Dialogue with investors

The Board has a comprehensive investor relations programme
which is divided between institutional shareholders, private
shareholders and debt investors. Feedback from the programme
is provided to the Board to ensure that the Board understands the
views of the Company's shareholders and takes their views into
account in its decision making. The Chair and Senior Independent
Director are available to meet with institutional shareholders and
investor representatives to discuss matters relating to strategy
and governance. Private shareholders are encouraged to provide
feedback and may communicate with the Board through the
General Counsel and Company Secretary.

Programme of events

As part of the investor relations programme, the Chief Executive
and Chief Finance and Operations Officer undertake roadshows
comprising of both face-to-face meetings and conference calls
with institutional investors, analysts and the media. During the
year, the programme included:

2018

December - Trading update
- Investor lunch

2019

February - Full-year results
+ Analyst and investor presentation

- Investor meetings (London, Edinburgh,
Amsterdam and Brussels)

« Investor and analyst feedback gathered

« Publication of annual report

March - AGM

May - Capital Markets Day presentation

July « Half-year results
+ Analyst and investor presentation
- Investor meetings (London and US)
- Investor and analyst feedback gathered

September - Attendance at JP Morgan Small/Mid
Cap Conference

- Investor meetings (Edinburgh)

In addition to the investor relations programme set out above,
the Board has engaged with shareholders on the directors’
remuneration policy, which is being put to shareholders for
approval at the 2020 AGM.

Information on trading updates, half-year and full-year results
and presentations from Capital Markets Days are available on the
Company's website at www.stmodwen.co.uk.
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EFFECTIVENESS
CONTINUED

Stakeholders

In addition to engagement with shareholders, the Company has
continued to maintain regular dialogue with other key stakeholders
throughout the year. As a Board, we actively engage with our
stakeholders and take their views into account in our decision making.

The Board has worked with management to encourage workforce
engagement and to ensure that the Group's people strategy is
aligned with its desired culture. A deep-dive was undertaken at

the October 2019 Board meeting when the Board considered the
key activities supporting the development of the Group’s culture.
During the year, the Board agreed an employee engagement plan for
2020 and appointed Simon Clarke as the ‘designated non-executive
director’ to facilitate the Board’s engagement with employees.
Simon provides updates to the Board from his attendance at the
People Matters Group, ensuring that the views of employees are
regularly taken into consideration in the Board’s decision making.

The Board is active in engaging with employees and was involved
in a town hall event for employees and the launch of the Group's
Responsible Business ambitions in December 2019.

Further information on the Board's engagement with the Group's
stakeholders is set out in the strategic report on pages 30 to 33.

This corporate governance report, together with the Audit
Committee report, the Nomination Committee report, the directors
remuneration report and the sections entitled ‘principal risks and
uncertainties’ provide a description of how St. Modwen has applied
the main principles of both the 2016 UK Corporate Governance
Code (the 2016 Code) and the 2018 UK Corporate Governance Code
(the 2018 Code). While we are not required to report under the 2018
Code until we publish our 2020 annual report in February 2021.

We have set out below an explanation of our compliance with

both the 2016 Code and the 2018 Code.

The UK Corporate Governance Code is published by the Financial
Reporting Council and is available on its website at www.frc.org.uk.

1

The UK Corporate Governance Code

Both the 2016 Code and the 2018 Code consist of principles and
provisions, rather than a set of rigid rules. The Listing Rules require
that we report to shareholders on how we have applied the
principles. The principles are the core of the Code and the way

in which they are applied should be a central question for a board
as it determines how to operate.

It is the Board's view that, throughout the financial year ended

30 November 2019, the Company has complied with and applied
all of the principles of both the 2016 Code and the 2018 Code with
the exception of the following provisions of the 2018 Code:
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Provision 36

Remuneration schemes should promote long-term shareholdings
by executive directors that support alignment with long-term
shareholder interests. Share awards granted for this purpose should
be released for sale on a phased basis and be subject to a total
vesting and holding period of five years or more. The remuneration
committee should develop a formal policy for post-employment
shareholding requirements encompassing both unvested and
vested shares.

Explanation: Shareholders will be asked to approve the revised
remuneration policy at the annual general meeting on 27 March
2020. Under the revised remuneration policy, following cessation
of employment, executive directors will be required to continue

to hold until the normal release date: (i) shares which have been
compulsorily purchased, and remain subject to the holding period,
under the requirement to invest a portion of their bonus from 2020
onwards; and (i) shares delivered under the PSP which are subject
to a post vesting holding period. The Remuneration Committee will
again review the approach to post-cessation holdings during the
course of 2020.

Provision 38

Only basic salary should be pensionable. The pension contribution
rates for executive directors, or payments in lieu, should be aligned
with those available to the workforce. The pension consequences
and associated costs of basic salary increases and any other
changes in pensionable remuneration, or contribution rates,
particularly for directors close to retirement, should be carefully
considered when compared with workforce arrangements.

Explanation: Under current arrangements, incumbent executive
directors receive an employer pension contribution of 15% versus
a 5% pension contribution for the majority of the workforce. Under
the revised remuneration policy, any new executive directors will
receive a pension contribution in line with the majority of the
workforce. The pension contributions for Rob Hudson will be
aligned to that of the majority of the workforce by the end of 2022,
with reductions commencing in December 2020. At the time of
writing, a review of workforce pension provision was being
undertaken, the output of which will inform the pension
contributions for new executive directors.

With the exception of disclosures required by Rule 7.2.6 which

are set out in the director’s report, the corporate governance report
contains the information required by Rule 7.2 of the Disclosure and
Transparency Rules of the Financial Conduct Authority.
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AUDIT COMMITTEE REPORT

In this Report, we explain
the Committee’s activities
and its key areas of focus
during the year

lan Bull
Chairman of the Audit Committee

Attendance and composition of the Committee

All members of the Committee are non-executive directors
and considered independent under the UK Corporate
Governance Code.

Meetings

attended

during
Committee member® Member since the year Skill area
lan Bull (Chair) Sep 2014 4/4 Financial
Jenefer Greenwood, Jun 2017 4/4  Operational

OBE

Jamie Hopkins Mar 2018 4/4  Operational
Sarah Whitney® Sep 2019 0/1  Financial/
operational

(1) For full biographies of the Committee members please see the Board
biographies on pages 56 to 57.

(2) Joined the Committee (and the Board) with effect from 16 September 2019.
Unable to attend the meeting in October due to a prior commitment.

During the year, the following individuals also attended certain
Committee meetings:

- members of the Board, for example, the Chair, the Chief
Executive and the Chief Finance and Operations Officer;

- the Group Financial Controller;

- representatives from KPMG (for external audit matters)
and PwC (for internal audit matters);

- representatives from Cushman & Wakefield for discussion
on external valuations; and

- representatives from RSM for risk matters.
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The Committee as a whole has competence relevant to the sector
in which the Group operates, specifically:

« lan Bull (Chair) - A Fellow of the Chartered Institute of Management

Accountants, lan is considered by the Board to have recent and
relevant financial experience through his experience as Chief
Financial Officer and Group Finance Director in UK-listed and
private companies for over a decade.

- Jenefer Greenwood, OBE - A Fellow of the Royal Institution
of Chartered Surveyors, Jenefer has extensive knowledge of the
retail and regeneration sectors of the real estate industry, along
with significant board-level experience with a number of
UK-listed companies.

- Jamie Hopkins — A Member of the Royal Institution of Chartered
Surveyors, Jamie has strong commercial, strategic and
operational management skills and significant experience of
asset management services and the real estate sector through
his former roles at Workspace Group plc and Mapeley plc.

- Sarah Whitney - A fellow of the Institute of Chartered
Accountants in England and Wales, and a former partner at PwC,
Sarah has over 30 years’ experience in the corporate finance and
retail estate markets.

The secretary of the Committee is the Company Secretary,
Andrew Eames.

Principal duties delegated to the Audit Committee:

+ Financial reporting — monitoring the integrity of the financial
statements, obtaining assurance that appropriate financial
systems and financial controls are in place, the implementation
of new accounting standards and reviewing and challenging
the completeness and clarity of financial disclosures.

« Internal controls and processes of risk management — reviewing
the effectiveness of the Group's systems of risk management
and internal control and linkage to strategy.

« External audit - overseeing the relationship with the external
auditor, assessing its independence and objectivity and its
effectiveness including scrutiny and challenges made.

- Internal audit - supervising and assessing the effectiveness
of the internal audit function, agreeing the internal audit plan,
its linkage to strategy and the Group's key strategic risks, and
monitoring the responsiveness of management to the audit’s
findings and recommendations.

The Committee’s role and responsibilities are set out in its terms
of reference, which are available on the Company’s website at
www.stmodwen.co.uk
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AUDIT COMMITTEE REPORT
CONTINUED

Dear shareholders

I am pleased to present the Audit Committee’s report for the
financial year ended 30 November 2019. The report is intended
to provide insight into the Committee’s activities during the year.

Principal activities during the year

January + 2018 final results

+ Key accounting judgements including
year-end external property valuations

- Going concern review and long-term
viability statement including Brexit
scenario planning and risk management

. Audit Committee effectiveness review

May + Review of 2018 audit process
« Progress update of internal audit reviews
« Approval of external audit fee
+ GDPR and protecting information update
- Review of whistleblowing arrangements

- Initial response to Government and
regulatory body audit reviews

June « 2019 half-year results
- External property valuations

+ Going concern

October + Proposal for segmental reporting

+ Review of risk management plans and
progression of activities

- Material litigation report
+ Review of Audit Committee report
- Approval of internal audit plan for 2020

- Reviewed effectiveness of the internal
and external auditors

In addition to the principal activities set out above, the Committee

considers other matters regularly throughout the year including:
- key accounting policies and judgements;

- risk management;

- tax compliance; and

- internal audit updates.

Both the external auditors (KPMG) and the internal auditors (PwC)
have continued to improve their understanding of the business
and develop working relationships with key members of
management. The internal auditor will build on this further in
2020 with a briefing pack to be shared with auditees prior to
undertaking a review. Similarly to last year, an assessment of the

effectiveness of the internal and external audit processes has been

completed and the results are summarised on pages 68 and 69
of this report.
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The Audit Committee, management and KPMG are committed to
ensuring that audit quality is delivered and improved year on year.
The Committee considered several areas in this regard, including
KPMG's action plan to address general and specific matters raised
by the FRC's Audit Quality Review. In terms of challenge:

- the Committee and management have continued to observe
an in-depth audit and deep questioning;

- consistent with prior years, KPMG specialists on property
valuations, tax and pensions have continued to enhance
the core audit team;

« KPMG has applied additional specialist resource to certain
key judgement areas;

- as a firm-wide initiative, KPMG has continued to increase the
robustness and documentation of its audit procedures; and

- KPMG explained the areas where management have been
challenged and the outcomes of those challenges.

The Committee believe that the level of audit quality has been
improved year on year.

| was pleased to welcome Sarah Whitney to the Committee
following her appointment to the Board in September. | would
like to thank my fellow Committee members for their continued
support and commitment to ensuring effective governance
through the Committee’s activities. | would also like to thank the
executive team for their continued positive engagement on the
matters within the Committee’s remit and their contributions

to Committee meetings.

Finally, | wanted to take the opportunity to briefly reflect on
the future of audit. During the year the Committee has closely
followed the developments and debate on audit reform in the UK.
We also received a report prepared by the finance team on the
recommendations from the Kingman, CMA and BEIS Select
Committee reviews and, more recently, on the Brydon review.
The Committee further considered the potential impact these
changes may have on the way the Committee operates and
our possible future relationship with the new regulator. We will
continue to monitor developments in this area with interest and
will act in due course to ensure that we remain compliant and
fulfil all relevant governance and reporting obligations as they
become clearer.

| hope that this report provides a useful overview of the
Committee’s activities during the year and | will be available
to answer questions about the Committee at the AGM on
27 March 2020.

lan Bull
Chair of the Audit Committee

3 February 2020
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How the Committee operates

The Committee met four times during the year as scheduled;

this included meetings with the external valuers to review and
discuss their valuation reports for the half-year and year-end
results. The Committee also held an additional ad-hoc meeting

in November to discuss the treatment and provision for a potential
historic liability in the trading update published in December 2019.
Meetings of the Committee generally take place prior to a Board
meeting to maximise the efficiency of interaction with the Board.
Following Committee meetings, significant items are reported to
the Board, on the key matters discussed by the Committee and
on matters of relevance to the Board in the conduct of its work.

As part of their induction (see page 59 for further information),
members of the Committee receive an appropriate induction to
ensure that they have an understanding of the principles of, and
recent developments in, financial reporting, key aspects of the
Company's accounting policies and judgements, and internal
control and risk management arrangements, as well as the role
of the internal and external auditors.

During the year members of the Committee undertook additional
independent training, for example attending briefings and seminars
sponsored or led by external providers on topics such as Brexit,
financial reporting developments and wider social matters

e.g. climate change. Key individuals across the business attend
Committee meetings during the year to present on key items
including risk, protecting information, tax compliance, property
valuations and financial reporting.

Several times each year, usually prior to a Committee meeting,

the Committee members meet with both the external audit
engagement partner and the internal audit engagement partner
without management present. The Committee Chairman meets
separately with each of the Chief Finance and Operations Officer,
internal audit engagement partner, the external audit engagement
partner and the non-executive director Committee members,
typically ahead of Committee meetings, to better understand

any issues and concerns that they might have.

The Committee has direct access to the internal and external audit
engagement partners and the external valuers outside of formal
Committee meetings. While permitted to do so, no member of
the Committee, nor the Committee collectively, sought outside
professional advice beyond that which was provided directly

to the Committee during the financial year.

Committee performance evaluation

Progress against the 2018 evaluation

The 2018 evaluation of the Committee’s performance identified
two key areas of focus:

- Committee succession planning and the need to improve the
mix of skills of Committee members. As a result, Sarah Whitney,
was appointed during the year. As a Chartered Accountant and
former PwC partner, she brings significant experience in the
finance, investment and real estate sectors; and

« Improving the oversight of whistleblowing procedures. The
Company Secretary led a review of the Group’s whistleblowing
procedures during the year and launched an action plan to
improve awareness of and reporting to the speak up hotline.
Regular reports on progress were provided to the Committee.
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Areas of focus identified by the 2019 evaluation

The 2019 evaluation of the Committee’s performance supported
the view that overall the Committee was performing well. The
assessment also allowed for more qualitative commentary to be
provided and where these comments were made the following
areas of focus were identified:

- areview of risk plans be included in the forward Audit
Committee agenda;

- toincrease the frequency at which management’s view
of contingent liabilities are considered; and

- areview of the assurance mapping exercise to be undertaken
in 2020 with associated recommendations.

The Committee has considered proposed actions to address
the points raised above and agreed next steps.

Committee goals and objectives

In assessing the remit and role of the Committee, consideration was
given to how it could best use its time to support the strategy of the
business, discharge its responsibilities and comply with current and
future audit and governance requirements. To focus the Committee’s
time and energy effectively, the Committee discussed and agreed
to adopt several goals and objectives for 2020 and beyond, which
would enable the Committee to prioritise those areas and activities
that will help achieve its goals. The Committee is making good
progress against its objectives in particular timely consideration

of accounting and governance changes and the alignment of the
finance and IT teams to support delivery of the strategic goals.

Activities of the Committee during the year

Reporting

The Committee undertook its primary responsibility in relation

to the Group’s financial reporting, to review the integrity of the
half-year and annual financial statements with both management
and the external auditor. The objective was to satisfy itself and the
wider Board that the annual report, taken as a whole, is fair,
balanced and understandable and provides the information
necessary for shareholders to assess the Company’s position and
performance, business model and strategy. Further details on the
directors’ considerations can be found in the statement of directors’
responsibilities on page 103.

Accounting policies and practices

The Committee received reports from management relating

to the continuing appropriateness of accounting policies applied
by the Group and any changes required as a consequence of the
implementation of the following amended accounting standards:
IFRS 9 Financial Instruments; IFRS 15 Revenue from contracts with
Customers; and IFRS 16 Leases. The adoption of these standards
had no material impact on the Group financial statements.

Following the reorganisation of the business during the year to align
with the strategic objectives, a proposal for segmental reporting was
presented to the Committee. The adoption of segmental reporting
has a significant impact on the Group financial statements. The
Committee reviewed the proposal prepared by the finance team

in detail along with the external auditors and considered example
tables which illustrated the impact of this change.
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AUDIT COMMITTEE REPORT
CONTINUED

Segmental reporting has been adopted for the year ended

30 November 2019 as it will facilitate informed decision making,
allow resources to be better allocated and offer improved
transparency of performance of the three constituent parts

of the business.

Following due consideration and discussion with KPMG, the
Committee reviewed the supporting papers and was satisfied that
the accounting policies and related disclosure in this annual report
remained appropriate.

For further information on the Group’s accounting policies
see pages 118 to 126.

Significant judgements and financial issues

The Committee pays particular attention to matters it considers

to be important by virtue of their impact on the Group’s results,

or the level of complexity, judgement or estimation involved in their
application to the Group financial statements. The significant issues
and other accounting judgements considered by the Committee

in relation to the 2019 financial statements, and how these were
addressed, are outlined below. The Committee discussed these
issues with management and KPMG and, where appropriate,
considered how these were addressed by KPMG's audit scope.

Independent auditor’s report
See pages 105 to 113

Significant issues

Work undertaken by and the conclusion of the Committee

Valuation of investment properties (see note 10 to the Group
financial statements)

The valuation of St. Modwen’s investment properties is a key
determinant of the Group's results and balance sheet as well

as executive variable remuneration.

Although the portfolio valuation is conducted externally by
independent valuers, the nature of valuation estimates is inherently
subjective and requires significant judgements and assumptions

to be made by the valuers. These include market comparable yields,
estimates in relation to future rental income, void periods, purchaser
costs, together with remediation and other costs to complete,

some of which require management input. These judgements

and assumptions are subject to market forces and will

change accordingly.

The Committee adopts a formal approach by which the valuation
process, methodology, assumptions and outcomes are reviewed
and robustly challenged. This includes a separate review and
scrutiny of the external valuations by both management and

the Committee, with members of the Committee discussing the
valuations both prior to and at Committee meetings in January
and June. It also includes a review by the external auditor which is
assisted by its own specialist team of chartered surveyors who are
familiar with the valuation approach and the UK property market.

The external auditor has direct access to the Group’s valuers, and
using their own valuation specialists, considered the valuations and
process and reported its findings to the Committee.

The Group's valuers and management jointly present their valuation
reports to the Committee as part of the half-year and full-year
results process and highlight any significant judgements made.

Prior to these reviews the Group’s management provide the valuer
with up-to-date tenancy information and costs to complete across
all assets, and holds meetings with the valuer to discuss each
individual valuation. These meetings include discussions around
any changes in tenants, lease agreements, and transactional
evidence on comparable sales or lettings to support the valuations.

Against the backdrop of the continued uncertainty created by the
UK's vote to leave the EU, the Committee also considered the extent
to which this could impact the property investment and lettings
market in terms of both activity and liquidity.

Based on the degree of oversight and challenge applied to the
valuation process, the Committee concluded that the valuation
as a whole had been conducted appropriately, independently

and in accordance with the valuers’ professional standards.

Carrying value of housebuilding inventories and recognition
of housebuilding profits (see note 14 to the Group financial
statements)

Given the increase in the scale of the housebuilding business,
St. Modwen Homes represents a significant proportion of the
Group's overall profit and the margin assessment made on
Homes sites is considered to be a key accounting judgement.

Housebuilding inventory is carried at the lower of cost and net
realisable value and profit is recognised on each housebuilding
completion with respect to the anticipated margin for each site.
Management rely on their own internal procedures for assessing
the carrying value of housebuilding inventory and profits which
require a number of estimates to be made in respect of forecast
revenue and costs.

The Committee reviewed management’s assessment as to whether
any provision was required against the carrying value of
housebuilding inventories and recognition of housebuilding profits.
The assessment process undertaken to determine net realisable
value and profit was considered by the Committee, which included
ongoing monitoring by management as well as detailed reviews

at both the half year and full year.

The Committee concluded that the judgements and estimates
made by management were in line with Group policy, reasonable
and appropriate and were supported by KPMG.
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Significant issues

Work undertaken by and the conclusion of the Committee

Accrual for costs in relation to the New Covent Garden Market
(NCGM) site (see note 12 to the Group financial statements)
The project to procure a market at the Nine Elms site for Covent
Garden Marker Authority is a significant one which is forecast

to continue for another six years.

Our share of the remaining costs of the market construction
are forecast (pre-discounting) to be c.£72m but this assessment
is an area of significant accounting judgement for the Group.

The Group engages with external experts to form a reliable estimate
of the costs associated with the project. As the construction costs
will be incurred over several years the Group also makes an
estimate of the appropriate discount rate.

During the year, the Committee has:

- considered the key accounting judgements relating to the total
project cost and discussed the sensitivities, risks and robustness
of this accrual; and

- reviewed KPMG's findings in relation to the gross liability and
discount rate.

The Committee concluded that the liability recognised in respect
of this project was appropriate.

An exceptional provision has been made in relation to a
potential claim against the Group for a building that the Group
developed and subsequently sold a number of years ago and
in which various problems are said to have arisen (see notes

5a and 18 to the Group financial statements)

No detailed articulation of the claim has yet been made and there
is limited information available at this early stage. There is significant
estimation uncertainty over the amount and timing of any

outflow of economic benefits and therefore in the carrying value
of the provision.

The Audit Committee has reviewed the detail supporting the
provision, along with KPMG, to conclude on its reasonableness,
noting that this reflects at this stage the uncertainty over

this liability.

The Committee also concluded that it was appropriate for this item
to be shown as an exceptional item.

Assessment of Alternative Performance Measures (APMs)

As part of its key considerations for the half-year and full-year
results disclosures, the Committee carefully considered the APMs
used to assess financial performance. The Committee concluded
that the APMs remained an appropriate measure of performance
and were understood by both internal and external stakeholders as
a measure of the execution of the business's strategy. Further details
on the Group's APMs can be found in notes 2 and 3.

Viability and going concern

The Committee provides advice to the Board on the form and basis
underlying both the going concern statement and the longer-term
viability statement.

As both statements rely on forecasts, the Committee considered
the assumptions and judgements applied by management in relation
to the timing of receipt and payment cash flows, the ongoing
availability of funding and covenant compliance. The Committee
also reviewed the appropriateness of the need to balance the detail
of risk in the sector with scenario analysis prepared by management,
including the assumptions made. The scenarios modelled by
management included a base case, a downside case based on a
hard Brexit scenario as at 31 December 2020, assumptions in line
with the Bank of England’s stress test and an assessment of the
point at which a downside would cause a covenant breach.

The Committee concluded that it remains appropriate for the
financial statements to be prepared on a going concern basis
and recommended the viability statement to the Board.

Going concern statement
See page 103

Viability statement
See page 40
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Fair, balanced and understandable

When reporting to shareholders, the Board aims to present a fair,
balanced and understandable assessment of the Group’s position
and performance and is assisted in this by the Committee. This
responsibility covers the annual and half-year reports and financial
statements, as well as trading updates and other financial reporting
in the year.

The Committee is satisfied and has confirmed to the Board that
the 2019 annual report and financial statements are fair, balanced
and understandable and provide the information necessary for
shareholders to assess the Group's position and performance,
business model and strategy.

In reaching this view the Committee considered the robust and
well-established processes in place to prepare the annual report
and financial statements, which includes:

- Regular debates and challenge with senior management and
with both external and internal auditors around clarity, tone and
items of judgement including ensuring that both negative and
positive news was well balanced.

- Revisions to regulatory requirements and governance principles,
including the 2016 and 2018 Corporate Governance Codes.

- Focused reviews and approval of specific sections by the relevant
Board committees, supported by regular reporting by Board
Committees to the Board on their activities.

Ultimately, the Board takes into account the view of the Audit
Committee when undertaking its own review of the document
prior to giving final approval.

St. Modwen Properties PLC
Annual report and financial statements 2019

1i0dal oibarens

sjuaWalels [edueul{ @dueusanoh ajesodio)

UORBWIOUI [BUORIPPY



AUDIT COMMITTEE REPORT
CONTINUED

External auditor

KPMG, as the Group's external auditor, is engaged to express an
opinion on the Company'’s and wider Group's financial statements.
KPMG's audit includes a review and test of the systems of internal
control and data contained in the financial statements to the extent
necessary to express an audit opinion on them. The Company has
complied with the Statutory Services for Large Companies Market
Investigation (Mandatory use of Competitive Tender Processes and
Audit Responsibilities) order 2014. Following a tender process KPMG
were appointed for the year ended 30 November 2017 and, under
the current regulations, the Company will be required to retender
the audit by no later than 2026/2027. The Committee will keep the
external auditor tender under review and act in accordance with
any changes in regulations and best practice relating to the tenure
of the external auditor. Bill Meredith is the current KPMG senior
audit partner and was appointed to the St. Modwen audit in March
2019 following the planned retirement of the previous KPMG senior
audit partner, Bill Holland.

Audit plan

The Committee is responsible for overseeing the relationship with
the external auditor. KPMG presented the audit plan for the year
ended 30 November 2019 to the Committee in October 2019.

The plan outlined the proposed audit approach and considered the
key changes in the business and the impact of these on materiality,
scope and risk assessment (see the independent auditor’s report

on page 105).

The external audit fee of £470,000 (2018: £348,000), which was
approved by the Committee, was felt to be appropriate given the
increase in the scope of work while not adversely affecting KPMG's
independence or objectivity.

Independence

The Committee is responsible for monitoring and reviewing the
objectivity and independence of the external auditor. The Committee
has reviewed:

- the confirmation from KPMG that they maintain appropriate
internal safeguards in line with applicable professional standards;

- the mitigating actions taken by the Committee in seeking to
safeguard KPMG's independent status, including the operation
of policies designed to regulate the appointment of former
employees of the external audit firm and the extent of non-audit
services provided by the external auditor;

+ KPMG's policy to not undertake any non-audit work for FTSE 350
audit clients other than services closely related to the audit; and

- the skills and experience within the audit team.

Taking the above review into account, the Committee concluded
that KPMG was objective and independent in their role as
external auditor.
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Non-audit fees

The Company has a non-audit fee policy that limits the non-audit
services that can be provided to the Group by the external auditor.
In addition, KPMG's non-audit fee policy prohibits the provision

of non-audit services other than services closely related to the
audit to any FTSE 350 audit clients. KPMG provided non-audit
services to the Group during the year of £55,000 (FY2018: £52,000)
relating to the review of the half year results. Further information
on the remuneration of the external auditor can be found in

note 5 to the Group financial statements.

Effectiveness of external audit process

During the year, the Committee assessed KPMG's performance

as external auditor. A questionnaire was issued to Committee
members, regular attendees and those involved in the external
audit process. Questions were posed around the reputation and
independence of the firm, the effectiveness and performance as
well as the technical competence of the audit team, the output,
quality and cost effectiveness of the audit process and the
effectiveness of communications with the audit team. The
Committee discussed a summary of the key findings and results at
its meeting in October 2019 and the proposed actions were noted.
The main concerns raised were around better planning and more
proactive oversight by the senior audit team over the audit process
which has been addressed through planning with KPMG.

During the year, the Committee received updates on KPMG's
progress on certain improvement actions identified in the FRC's
AQR report in 2018 and noted the improvement in KPMG's 2019
AQR report. Overall, the Committee remains satisfied with the
performance of KPMG as external auditor and is of the view that
there is nothing of concern that would impact the effectiveness
of their external audit processes. A resolution to re-appoint KPMG
as external auditor will be proposed at the forthcoming AGM.

Internal auditor

PwC was appointed as the Group's internal auditor in 2016. PwC'’s
key objectives are to provide independent and objective assurance
in relation to the design and effective operation of controls in place
in the areas agreed per the internal audit plan. During the year, the
Committee monitored PwC's progress against the three-year
internal audit plan. The plan is approved on an annual basis by the
Committee and is informed by both the Group’s strategy and key
risks identified by the Risk, Assurance and Compliance Committee
(RACC). The Audit Committee considers the scope and timing of
each internal audit and, with management, ensures that adequate
resources are made available to accomplish the agreed work
programme. The Committee Chairman meets regularly with the
internal audit engagement partner to discuss the activities of the
internal audit team and the nature of any significant issues that
may have arisen.

During the year, five internal audit reviews were undertaken,
examples include:

+ construction process;

« key financial controls; and

« St. Modwen Homes build process.

Audits planned for the 2020 financial year include:
+ leasing and tenant management;

+ St. Modwen Homes sales process and marketing strategy review;
and

« environmental risk mitigation.
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Effectiveness of the internal audit process

During the year, the Committee assessed the effectiveness of the
Group's internal audit process, including the performance of PwC
as the Group's internal auditor. A questionnaire was issued to
Committee members, regular attendees and those involved in

the internal audit process. The Committee discussed feedback from
the review at its meeting in October 2019 and considered the key
themes and proposed actions. The assessment highlighted the
need for detailed briefing for key staff responsible for processes
being audited and to raise awareness of the importance and remit
of internal audit across the Group.

In response to the 2018 internal audit effectiveness review, good
progress had been made during the year against the agreed actions
with increased visibility and improved quality of relationships
between the members of the internal audit team, Executive
Committee and the RACC.

The Committee remains satisfied with the performance of PwC
as internal auditor and is satisfied that the internal audit function
continues to operate effectively.

Risk management and internal control systems

As required by the UK Corporate Governance Code, the Board
undertook a review of the effectiveness of the Group’s risk
management and internal control systems during the year. The
Board concluded that, overall, the systems were effective. During
the year, the Committee monitored and reviewed the effectiveness
of the Group’s internal control systems and agreed that they were
also effective.

In forming its view, the Committee considered:

- the Group's and each business unit's risk registers, including
significant and emerging risks, the mitigating controls in place
and changes in exposures over the reporting period;

. feedback from the RACGC;

- external views from RSM (risk management advisors) in relation
to emerging risks and best practice risk management;

- internal audit reports on key audit areas and any significant
deficiencies in the control environment;

+ management reports on the systems of internal controls and
risk management, including tax compliance;

- external audit reports from KPMG including details of their risk
assessment process for audit purposes;

- actual and potential legal claims and litigation involving the
Group; and

. the effectiveness of the internal and external audit functions.
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The Board is ultimately responsible for maintaining the Group’s risk
management and internal control systems and for determining the
nature and extent of the risks it is willing to consider in achieving its
strategic objectives. The Audit Committee, on behalf of the Board,
oversees the application of those systems. During 2019, the Board
continued to review the Group’s risk management framework to
ensure it continues to remain aligned with the Group's strategic
objectives and changes to the internal governance structures. This
review has also included a detailed review of the Group strategic risk

register, the risk appetite framework and risk management strategy.

Further information on the Group’s principal risks and risk
management framework is set out on pages 34 and 39 of the
strategic report.

Whistleblowing and fraud

The Group's ‘Speak Up' policy encourages employees to report,
in confidence and anonymously if preferred, their concerns
about suspected impropriety or wrongdoing in any matters
affecting the business. A confidential helpline, the ‘Speak Up’
helpline, is hosted by an independent third party and any
matters reported through this are thoroughly investigated and
escalated to the Committee. No material issues were reported
to the helpline during the year.

The Group's fraud prevention policy requires employees to be
alert to the possibility of the threat of fraud and to report any
concerns they have immediately. The Company remains vigilant
against such risk, including fraudulent payment requests, and
continues to ensure the adequacy of controls and procedures
to prevent such fraud. The Committee is made aware of all
potentially fraudulent activity. No material fraudulent activity
was reported during the year.
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NOMINATION COMMITTEE REPORT

In this report, we explain the
key activities and focus of the
Committee during the year

Danuta Gray
Chair of the Nomination Committee

Attendance and composition of the Committee

All members of the Committee who served during the year

are considered to be independent. Under its terms of reference,
the Committee is responsible for keeping its composition under
review and for making recommendations to the Board as to

its membership.

Scheduled
meetings
attended % attended
Committee member® Member since in year in year
Danuta Gray (Chair)® Oct 2018 6/6 100%
lan Bull Sep 2014 6/6 100%
Jenefer Greenwood, Jun 2017 6/6 100%
OBE
Jamie Hopkins Mar 2018 6/6 100%
Bill Shannon® Nov 2010 2/2 100%
Sarah Whitney® Sep 2019 1/2 50%

(1) For full biographies of the Committee members see the pages 56 and 57.

(2) Assumed the role of Chair with effect from the conclusion of the AGM
on 29 March 2019.

(3) Resigned from the Committee and the Board with effect from the conclusion
of the AGM on 29 March 2019.

(4) Appointed to the Committee and the Board on 16 September 2019. Sarah was
unable to attend the October 2019 Committee meeting due to prior business
commitments.

Attendees and contributors to the Committee (by invitation):

Chief Executive — Mark Allan
Non-executive director — Simon Clarke

General Counsel and Company Secretary
(Secretary to the Committee) — Andrew Eames
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Dear shareholders

This year, the Committee has made good progress with the
work identified last year to ensure that St. Modwen continues
to be led by a Board and executive team that is effective in
delivering the Group's strategy.

As previously reported, my predecessor Bill Shannon stepped
down at the conclusion of last year's AGM. | would like to thank
Bill for his leadership of the Board during a period of profound
change for the Group. | will be building on his legacy to ensure
that the Company’s leadership continues to evolve so that it is
ready to meet the challenges and opportunities of the future.

In September 2019, the Committee was delighted to welcome
Sarah Whitney to the Board as a new non-executive director.
Sarah has extensive experience of real estate across the entire
life cycle of the industry as well as a strong financial background.
This, combined with her experience in helping to forge strong
public private partnerships, will add to our collective expertise
and strengthen our Board. Sarah joined the Audit Committee,
Remuneration Committee and Nomination Committee on

her appointment to the Board and underwent a bespoke
induction programme.

During the year, the Group Health and Safety Committee held
its first two meetings and, on the Committee’s recommendation,
Jamie Hopkins was appointed as Chair of the Committee in

June 2019.

In line with the 2018 UK Corporate Governance Code (2018 Code),
Simon Clarke is the Board's designated employee engagement
non-executive director. Simon has attended meetings of the
People Matters Group as well as holding a number of informal
meetings with the broader workforce, thus enabling employee
views to be taken into consideration in the Board's decision making.

As part of the Group's reorganisation in June 2019, the Senior
Leadership Executive was replaced by an Executive Committee.
The Executive Committee is led by Mark Allan and its members
include the managing directors of each business unit, as well as
other key functional leaders.

During the year, the Nomination Committee considered the
composition of, and succession planning for, the Executive
Committee. Following Mark Allan’s decision to leave St. Modwen,
the Nomination Committee has engaged Heidrick & Struggles
to conduct a search for his successor. Mark is gradually handing
over responsibilities to Rob Hudson, who will take on the role of
interim Chief Executive until a new Chief Executive is appointed.

Looking forward, the Nomination Committee will continue

to focus on strengthening the Board and senior management
pipeline, taking into account the requirements of the 2018 Code
and the need to ensure that the Board and people who work for
St. Modwen are representative of the diverse society in which
we live.

The remainder of this report provides further information on the
key activities of the Committee during the year.

Danuta Gray

Chair of the Nomination Committee

3 February 2020
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How the Committee operates

The Committee agrees, in advance, an annual programme of
matters to be considered throughout the year and meetings are
arranged at appropriate points in the year. During the 2019 financial
year, the Committee held three scheduled meetings in line with its
annual programme and three additional meetings. Two of these
meetings were convened to consider the appointment of Sarah
Whitney and one meeting was held to discuss succession planning
for the Executive Committee.

During the year, the Chair of the Board, being Bill Shannon or
Danuta Gray, chaired the meetings of the Committee. Following
each meeting, the Chair provided formal updates to the Board
on the Committee’s activities and highlighted relevant matters
for consideration.

Key activities during the year
A summary of the key activities of the Committee during the year
are set out below:

Succession planning

The Committee considered the balance of skills and experience
on the Board and made recommendations to the Board on the
recruitment of directors.

At its meeting in October 2019, the Committee focused on
succession planning for the Executive Committee. The Committee
will continue to review succession planning and monitor the
progress and success of the development plans which have been
established for relevant employees.

The Committee monitors the length of tenure, skills and experience
of the non-executive directors to assist in succession planning. The

Committee is confident that the Board has the necessary mix of skills
and experience to contribute to the Company's strategic objectives.

Appointment of new directors

The Committee leads the process for Board appointments and
makes recommendations to the Board when suitable candidates
have been identified. When considering appointments to the Board,
the Committee considers any current or future gaps in the Board'’s
skills and experience so that it can prioritise candidates with those
strengths. For example, the Committee identified the need for an
additional director to provide support to the Audit Committee with
experience in the property sector, in particular, public private
partnerships. Sarah Whitney was identified as having significant
experience in those areas and joined the Board in September 2019.

The Committee adopts a formal and transparent process with
regard to the skills, knowledge and experience needed on the
Board, in addition to diversity considerations.

In recommending appointments, the Board is mindful of the Davies
Report and Hampton-Alexander Review in relation to gender diversity,
and the Parker Review in relation to ethnic diversity. When considering
Sarah Whitney's appointment, a diverse range of candidates from

a variety of backgrounds were considered, and comprehensive
profiles were prepared for the Committee’s consideration.

An external search agency, Heidrick & Struggles, was engaged

by the Committee to support the recruitment process. Heidrick &
Struggles has no other connection with the Company other than
providing recruitment services and is an accredited firm under the
Enhanced Code of Conduct for Executive Search Firms.
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The Committee is responsible for overseeing the induction of new
directors. Further details on Sarah Whitney's induction are provided
on page 59.

Assessment of the independence of the non-executive directors
The terms of service of the Chair and the other non-executive
directors are contained in their letters of appointment. These set out
the time commitment expected from each non-executive director.
The executive directors’ service contracts and non-executive directors’
appointment letters are available for inspection at our registered
office and will be available for inspection at the 2020 AGM.

On appointment, each non-executive director confirms that they
are able to allocate the time required to carry out their duties.
Additional external appointments must be approved by the Board,
which will consider both the time commitment required for the role
and any potential conflict of interest.

The Committee and the Board are satisfied that all directors offering
themselves for election or re-election at this year's AGM continue
to be effective in, and demonstrate commitment to, their respective
roles on the Board and that each makes a valuable contribution

to the leadership of the Company.

All non-executive directors, with the exception of Simon Clarke,

are independent. Simon represents the interests of the Clarke family,
one of the Company's largest shareholders, and has served on the
Board for 15 years. Simon has a unique knowledge of our corporate
history which means he is well placed to provide continuity and
stability to the Board.

Management of conflicts of interest

The Committee and the Board are satisfied that the external
commitments of all the non-executive directors do not conflict
with their duties and commitments as directors of the Company,
and that each non-executive director is able to dedicate sufficient
time to the Company's affairs.

Directors have a duty under the Companies Act 2006 to avoid

a situation in which they have or may have a direct or indirect
interest that conflicts or might conflict with the interests of the
Company. This duty is in addition to the existing duty owed to

the Company to disclose to the Board any interest in a transaction
or arrangement under consideration by the Company. Directors
are required to seek Board approval prior to accepting any new
external appointments. Prior to approving any such appointments,
the Board considers the time commitment required and any
potential conflicts of interest.

Board diversity

During the year, the Committee considered and revised the Board
diversity policy. The Board is committed to promoting inclusion

in all forms and recognises the benefits that diversity can bring,
both to the boardroom and across the business. Differences in
background, personal characteristics, skills, industry experience,
and other qualities combine to provide different perspectives.
These have a positive impact on boardroom debate and the Group's
performance and wider organisational effectiveness. The Group's
strategic objectives will be more effectively delivered by a Board
and senior management team that not only has appropriate expertise
and shares the Group's values, but also reflects the views and
diversity of our customers, employees and suppliers as well as the
communities that we serve. The Board diversity policy is consistent
with the Group diversity and inclusion policy that applies to the
wider workforce.
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NOMINATION COMMITTEE REPORT
CONTINUED

Our Board diversity policy requires the Committee to:

- only engage search firms that have signed up to the ‘Enhanced
Voluntary Code of Conduct’;

- liaise with the search firms to ensure that candidates are selected
on merit against objective criteria and, within this context,
promote diversity of gender, social and ethnic backgrounds,
cognitive and personal attributes; and

- if considered appropriate, request that search firms produce
long lists of diverse candidates subject to them being of
appropriate merit.

Implementation of diversity

The Committee continues to monitor the Company’s compliance
with gender diversity targets set out in the Davies Report and the
Hampton-Alexander Review in relation to gender diversity, and
Parker Review in relation to ethnic diversity.

Following the appointment of Sarah Whitney to the Board, three of
our eight Board directors are women (37.5%). We are committed to
increasing the representation of women in leadership roles and aim
to maintain the Davies Report recommendation of a 25% target for
female representation on the Board. We have met the target in the
Hampton-Alexander Review that, by 2020, at least 33% of Board
and Executive Committee positions, together with their direct
reports, are held by women.

The chart below illustrates the current gender diversity statistics
for our Board, Executive Committee and their direct reports against
the Hampton-Alexander Review and Davies Report:

Board
Hampton-Alexander Review 33%
Davies Report 25%

Executive Committee and their direct reports

Hampton-Alexander Review 33%

St. Modwen

The Board is mindful of the recommendation of the Parker Review
Report to have at least one director from a non-white ethnic minority
by 2024 and will continue to take this into consideration in any
future searches and succession planning.

Diversity extends beyond the boardroom and the Committee is
supportive of management's efforts to build a diverse organisation.
Following the recommendations of the McGregor-Smith Review,
St. Modwen has implemented Black, Asian and Minority Ethnic
(BAME) reporting in our people system.
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Committee performance

The Committee is pleased to report that the performance evaluation
of the Committee’s effectiveness concluded that the Committee
operated well and identified the following areas of focus for 2020:

Area of focus Specific action

Greater visibility of
the talent pipeline
and leaders within
the business

+ Implementation of a talent pipeline
framework by the Chief Executive and
Group HR Director.

« Increase the frequency of opportunities
for Board and senior management team
interaction including attendance at Board
and committee meetings, site visits and
Board and team events.

Great emphasis and
clarity on succession

- Talent pipeline framework to be
used to identify and develop potential

planning future leaders.

- Detailed succession plan to be developed
during the next 12 months to identify
gaps in skills or experience.

Governance

The Committee amended its terms of reference during the year
so that they were brought in line with the requirements of the
2018 Code. The Committee considers that it complies with the
requirements of the current 2016 Code and that it is well placed
to be compliant with the 2018 Code over the course of the next
year. Further information on the Group'’s compliance with both
the 2016 Code and the 2018 Code can be found on page 62.

The Committee will focus on ensuring that the Board's composition
and succession planning remains appropriate for the Company's
culture, values and strategic goals and on overseeing the Group’s
policies and processes for building its management pipeline.
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GROUP HEALTH AND SAFETY
COMMITTEE REPORT

In this report, we explain the
key activities and focus of the
Committee during the year

Jamie Hopkins
Chairman of the Group Health and Safety Committee

Attendance and composition of the Committee

Jamie Hopkins chairs the Committee and is considered to be
independent. Under its terms of reference, the Committee is
responsible for keeping its composition under review and for
making recommendations to the Board as to its membership.

Meetings

attended
during % attended
Committee member Member since the year in the year
Jamie Hopkins (Chair)”  May 2019 2/2 100%
Mark Allan® May 2019 2/2 100%

(1) Assumed the role of Chair on 25 June 2019.
(2) Stood down as Chair on 25 June 2019.

Attendees and contributors to the Committee (by invitation):

General Counsel and Company Secretary
(Secretary to the Committee) — Andrew Eames

Group Health and Safety Manager - Ray King

Managing Director — St. Modwen Homes — Dave Smith

Dear shareholders

As Chairman of the Group Health and Safety Committee, | am
pleased to present the Committee’s report for the financial year
ended 30 November 2019.

As a Committee, we endeavour to challenge management

to continually improve health and safety for the benefit of all
those who work at or visit our sites, offices and properties. | am
therefore pleased to report an average accident frequency rate
of 0.07 (2018: 0.15), which is considerably below the industry
average (as advised by the HSE) of 0.40 and an improvement
on the prior year. We continue to focus on eliminating RIDDOR
reportable accidents and strive for zero life changing injuries
across the business.
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The Committee was established during the year by the Board
as the Group Safety, Health and Environment Committee and,
chaired by Mark Allan, held its first meeting in May 2019. The
name of the Committee was changed to its current form to
reflect its primary focus on health and safety matters.
Environmental matters are considered in greater detail at the
Environmental and Social Impact Committee which is chaired
by Mark Allan. Details of the Environmental and Social Impact
Committee can be found on page 55.

In June 2019, the Nomination Committee discussed the role and
purpose of the Committee and agreed that, as health and safety
was of the utmost importance to the Company, it would be
appropriate for the Committee to be chaired by an independent
non-executive director. | was pleased to succeed Mark as Chair
of the Committee in June 2019. Mark remains a member of the
Committee until he leaves the business on 30 April 2020. Rob
Hudson, Chief Finance and Operations Officer, will be appointed
as a member of the Committee from 1 May 2020.

In the Committee’s first year, we have focused on continuing to
develop the Group's health and safety framework, strategy and
objectives for the year. We have also worked with management
to encourage good practice and further develop health and
safety practices across the Group. The Group's health and safety
framework sets out the key health and safety responsibilities
and accountabilities for the leadership team as well as the Group's

support functions and governance committees. Further information

on the Group's health and safety strategy and performance can
be found on pages 28 and 29 of the strategic report.

I look forward to working with management to develop the
Committee and to further improve the Group's health and
safety performance.

Jamie Hopkins
Chair of the Group Health and Safety Committee

3 February 2020

How the Committee operates

The Committee has met twice during the year. An annual programme

of matters to be considered across the year is agreed in advance.

At each meeting, any key matters arising from the meetings of the

Health and Safety Committee (a committee attended by senior
management) are reported to the Committee for consideration.

Following each meeting, the Chair provides formal updates to the
Board on the Committee’s activities and any relevant matters.

Key activities during the year

A summary of the key activities of the Committee during the year

is set out below.

- Group health and safety strategy - approved by the
Committee on an annual basis, the implementation of the
strategy is overseen by the Committee.

- Key health and safety objectives and performance -
objectives (including leading and lagging indicators) are agreed
and performance is measured through the year.

- Key health and safety risks and ‘deep dives’ - a programme
of Committee ‘deep dives’ was agreed including temporary
works, working at height and fire safety.

- Assurance - during the year the Committee considered any

key trends identified by management and discussed the lessons

learned from any major health and safety incidents.
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DIRECTORS' REMUNERATION REPORT

In this report we explain
the Committee’s approach
to executive director
remuneration, focusing on
our new three-year policy

Jenefer Greenwood, OBE
Chair of the Remuneration Committee

Attendance and composition of the Committee

The Committee’s composition is kept under review by the
Nomination Committee, which is responsible for making
recommendations to the Board as to its membership.

Scheduled

meetings
attended in % attended in
year out of year out of
Remuneration Committee maximum maximum
members® Member since possible possible
Jenefer Greenwood, Jun 2017 5/5 100%

OBE (Chair)

lan Bull Sep 2014 5/5 100%
Danuta Gray Oct 2018 5/5 100%
Jamie Hopkins Mar 2018 5/5 100%
Bill Shannon®@ Nov 2010 11 100%
Sarah Whitney® Sep 2019 2/3 66.7%

(1) For full biographies of the Committee members see the Board biographies
on pages 56 to 57.

(2) Resigned from the Committee (and the Board) with effect from the conclusion
of the AGM on 29 March 2019.

(3) Joined the Committee (and the Board) with effect from 16 September 2019.
Unable to attend meeting in October 2019 due to a prior commitment.

Attendees and contributors to the Commiittee (by invitation):
Chief Executive — Mark Allan

Non-executive director — Simon Clarke
Group HR Director - Jane Saint

General Counsel and Company Secretary
(Secretary to the Committee) — Andrew Eames

Representatives from Remuneration Committee adviser
- Korn Ferry
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Dear shareholder

On behalf of the Board | am pleased to present the report on
directors’ remuneration for the financial year ended 30 November
2019. This report includes our annual report on remuneration
(pages 87 to 99) which describes how the existing shareholder
approved directors’ remuneration policy was implemented for
the year ended 30 November 2019. The report will be put to

an advisory shareholder vote at the 2020 AGM.

The existing directors' remuneration policy is due to expire at the
forthcoming AGM. Therefore, this report also includes our revised
policy for which shareholder approval will be sought at the 2020
AGM (pages 78 to 86), together with how it is intended that our
revised policy is implemented in the forthcoming year.

Policy review

A thorough review of the existing policy was undertaken by

the Committee to ensure that our approach to senior executive
remuneration continues to support the Company's key strategic
goals as we progress with our ambitious growth strategy,
providing a clear link between the Company's success and
remuneration outcomes for individuals, equipping us to attract
and retain the best talent at St. Modwen.

Our review was undertaken in the context of the continued
outstanding performance of our senior management team.

St. Modwen has successfully repositioned itself to that of a
focused Industrial & Logistics (I&L) income-producing company
and regional housebuilder, while also retaining a focus on
strategic land and regeneration.

To support this new strategy, the Company has been reorganised
into three distinct segments: (i) Industrial & Logistics (I&L);

(ii) St. Modwen Homes (SMH); and (iii) Strategic Land & Regeneration
(SL&R). During this transition, St. Modwen has sold c. £950m of
assets, equivalent to more than half of the initial portfolio,
reconfiguring its portfolio away from London residential land and
secondary retail property. This has proved a very astute move,
given the deteriorating outlook in retail property and headwinds
being experienced by the London land market. In addition, this
disposal programme has been achieved whilst growing net asset
value (NAV) per share by more than 12% since November 2016,
and has resulted in the see-through loan-to-value (LTV) ratio
falling from 30.5% to 19.6%. Furthermore, over this period the
Company has ensured that it has sufficient land in place to
support its development ambitions over the next five years.

The next phase of the Company's strategy will be to continue

to drive returns through acceleration in the delivery of its I&L
pipeline, further growing housebuilding volumes and building

on the momentum in regeneration projects.

Therefore, whilst we were disappointed to announce the departure
of Mark Allan as Chief Executive, we have achieved an enormous
amount over the past few years. Mark leaves the Company in a
strong position and we have a clear strategy focused on sectors
with strong structural growth characteristics, an aligned and
talented management team in place ready to deliver, ample
financial capacity and a deep pipeline of opportunities, all of
which continue to underpin our growth ambitions. Further details
of Mark’s termination arrangements can be found on page 95.
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The output of our review of the existing remuneration policy found
that no fundamental changes are required, as the policy has served
the Company well and is supportive of our strategy. Therefore, the
main pillars of the existing policy will be rolled forward, with no
changes to reward opportunity under our annual bonus plan and
Performance Share Plan (PSP). However, we are intending to vary
slightly our approach to the performance conditions used in these
plans to ensure they remain relevant:

- Annual bonus plan - the 150% of salary maximum will be
retained, as will the requirement that 40% of any net bonus
earned be used to acquire shares that must be retained for three
years. However, for the year ending 30 November 2020 we are
intending to simplify the operation of the bonus and bring it
further into line with our strategy by using only two financial
metrics — adjusted EPRA earnings and total accounting return
(TAR) - as opposed to three. Therefore, LTV will no longer be
employed as a metric, reflecting the fact that the Company's
strategic goal of reducing borrowings to more appropriate levels
has now been achieved. The 2019/20 bonus will be weighted
37.5% on Adjusted EPRA earnings, 37.5% on TAR (both key
metrics in our strategy) and 25% on personal/strategic targets.

- Performance Share Plan - we will continue to grant awards over
shares worth up to 150% of salary each year, which vest three
years later, subject to performance and with a two-year post
vesting holding period also applying. The performance conditions
that will apply to awards made in 2019/20 will again be split
50:50 between relative Total Shareholder Return (TSR) vs real
estate sector peers and absolute total accounting return targets.
However, we will use a slightly different TSR comparator group
going forward that more accurately reflects the evolving nature of
our business by including, for example, some listed housebuilders.

During our review we also took due account of changes in market
and best practice, including the remuneration-related provisions of
the 2018 UK Corporate Governance Code (2018 Code). For example:

« In relation to our share ownership guidelines, our ‘'normal’
shareholding guidelines will remain at 200% of salary. However,
to reflect the new focus on post-cessation shareholdings, the
operation of the compulsory share investment provision in the
bonus will be amended going forward so that the three-year
holding period relating to shares acquired in the future will
survive cessation of employment (presently, the holding
requirement falls away on cessation). This change should be
considered in light of the fact that under the PSP: (i) the two year
post-vesting holding period also survives cessation; and (ii) in the
normal course of business a good leaver's unvested PSP awards
will be tested on the normal vesting date (i.e. post-cessation).
However, we are mindful of evolving practice in this area and
will keep our approach under review.

- With regard to pension provision, any new executive director
will receive a pension contribution in line with that of the majority
of the workforce which is currently 5%, although this is currently
under review. This will therefore apply to the new Chief Executive
when appointed. The pension provision for Rob Hudson will be
aligned to that of the majority of the workforce by the end of
2022, with reductions commencing in December 2020.
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Finally, we are (i) including a standard flexibility in our policy to
allow additional remuneration to be payable to reflect increased
responsibilities or time commitment in certain limited circumstances
and (i) increasing the notice that an executive director has to
provide should they wish to leave the Company to 12 months
(from six months currently).

We consulted with our major shareholders and the main proxy
advisory bodies in relation to our new policy and were pleased
with the broad levels of support indicated.

Remuneration outcomes in 2018/19

In the year to 30 November 2019, the Company delivered another
year of strong performance against a backdrop of continued
market uncertainty. Our focus was firmly on executing our
strategy, based on four key strategic objectives: portfolio focus
and capital discipline; accelerate our commercial development
activity; grow our residential and housebuilding business; and
cement our regeneration reputation.

These strategic objectives were fully reflected in our approach

to senior executive reward for the year. A significant portion of
the executive directors’ remuneration was linked to performance
via the annual bonus plan and PSP, with the metrics used in these
plans firmly supporting the strategic goals that existed at the time
the targets were set.

Reflecting both the financial results for the year and individual
performance, Rob Hudson was awarded a bonus equivalent to
112.2% of his base salary (74.8% of the maximum) for the year
ended 30 November 2019. Due to his resignation, Mark Allan did
not receive a bonus. Full details of the Committee’s assessment
of performance against bonus objectives for the year can be
found on pages 88 and 89.

The PSP awards granted in 2017 were subject to performance
conditions measured over the three financial years to

30 November 2019. The vesting of 50% of this award was subject
to TSR performance relative to a group of real estate sector
companies, with the remaining 50% subject to absolute total
accounting return targets. As explained in more detail on page 89,
67.2% of Rob Hudson’s award will vest following publication of
this report. All of Mark Allan’s unvested PSP awards will lapse
when he leaves St. Modwen.

These bonus and PSP outcomes reflect how the Committee
envisages these incentive plans operating, in that they continue to
deliver rewards commensurate with our underlying performance.
Further in this regard, and as explained in the relevant sections of
this report, when determining these bonus and PSP outturns, the
Committee excluded the impact of the provision made in relation
to a potential claim against the Company for a legacy project the
Group developed and sold approximately 15 years ago (further
details of which can be found on page 142). The Committee has
concluded that, given this provision relates to an alleged problem
which pre-dates the appointment of the directors and would be
genuinely ‘one-off’ in nature, excluding the impact of this
provision is entirely appropriate as it is not reflective of the
Company's underlying performance over the relevant periods.
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DIRECTORS' REMUNERATION REPORT
CONTINUED

How we will apply our new remuneration policy in 2019/20
The structure of remuneration arrangements for 2019/20 will
remain largely unchanged from that applied in 2018/19. Executive
directors will continue to have the opportunity to earn a bonus

of up to 150% of salary and will be granted long-term incentive
awards to the same value, both subject to stretching and
rigorously applied performance conditions aligned to our strategy.
Mark Allan will not participate in the 2019/20 annual bonus and
will not receive a PSP award.

Mark Allan has not received a salary increase as it is intended that
he will continue to receive his current salary, benefits and pension
until he ceases employment on 30 April 2020. Rob Hudson’s
salary has been increased to £375,000 effective 1 January 2020.
This takes into account both: (i) an increase of 2.5% in line with the
average cost of living increase that was awarded to the Company’s
employees (this element was effective 1 December 2019); and

(i) a review of his responsibilities that has been undertaken in

part as a result of succession and executive development planning.
As a result of this review, it has been agreed that Rob's role will

be expanded to take on those of a combined Chief Finance and
Operations Officer (CFOQ). His additional accountabilities will

now be:

- ownership of the Responsible Business agenda. For example,
in 2020 the Group will be launching its net zero carbon ambitions,
with targets to be operationally net zero by 2025 and fully net
zero by 2040. This will entail developing and embedding a full
carbon management system across the Group that will be
overseen by Rob. There are a number of other ESG-related areas
where similar targets, plans and oversight of implementation
will also come under Rob's responsibility during 2020; and

- enhanced use of data/analytics across the business. This will
focus primarily on gathering and interpreting information from
external sources to drive better insight and strategic decision
making and be supported by new data science resource.

The Committee concluded that the new salary was appropriate,
noting that Rob's overall portfolio of responsibilities is far broader
than most CFOs. The above new responsibilities, when added to
his existing duties covering finance, company secretarial, legal,

IT and business planning are now significantly wider than was
the case when his salary was last market-tested.

I would like to thank my fellow Committee members for their
hard work in developing the new remuneration policy, executive
remuneration structure and in considering changes in regulation
and reporting through the year.

Conclusion

| hope that you find the report clear and informative and | look
forward to receiving your support for the resolutions approving
our new policy and this report at the 2020 AGM.

Jenefer Greenwood, OBE
Chair of the Remuneration Committee

3 February 2020

This report complies with the requirements of the Large and
Medium-Sized Companies and Groups (Accounts and Reports)
Regulations 2008 as amended in 2013 and 2018 (the Regulations),
the principles of the UK Corporate Governance Code and the
Listing Rules of the Financial Conduct Authority.
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At a glance

Non-statutory measures"”

Underlying total accounting return

6.3% +0.3ppt

Adjusted EPRA earnings

£38.7m +22.1%

See-through loan-to-value

19.6% +2.7ppt

(1) Reconciliations between all the statutory and non-statutory measures and
the explanations as to why the non-statutory measures give valuable further
insight into the Group's performance are given in notes 2 and 3 to the Group
financial statements.

The Remuneration Committee

Principal role

Determines the policy for the remuneration of the executive
directors and other members of the senior management team,
which is designed to promote the long-term success of the
Company, be compatible with risk policies and controls and
be aligned to the Company's long-term strategic goals, culture
and values.

Key activities in 2019:

« Agreed how our remuneration policy should be applied for
2018/19 in terms of fixed pay levels, the operation of the annual
bonus and awards under the PSP and approved share awards
granted together with associated performance criteria.

« Ensured the performance metrics and targets selected for
incentive plans continued to be aligned with our long-term
strategic goals built around our core purpose.

« Continued to closely monitor market trends in remuneration
arrangements and developments in the corporate governance
environment including the 2018 Code.

- Reviewed the executive directors’ base salaries and the
Chair's remuneration.

+ Set corporate and personal objectives for the 2018/19 annual
bonus arrangements for executive directors and undertook
an assessment of performance against targets for 2017/18.

« Agreed the launch of the all-employee SAYE plan which enabled
employees to be granted options at the full 20% discount to the
share price.

- Considered investor feedback on last year's report in preparing
this report on directors’ remuneration.

+ Undertook a full review of the existing remuneration policy
including major shareholder consultation.

. Settled the remuneration-related elements of Mark Allan’s
cessation of employment.
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How our policy was implemented in the year ended 30 November 2019

Key component Feature Metrics/targets How we implemented
Base salary Competitive base salary to N/A Chief Executive - £593,603
attract and retain individuals of Chief Financial Officer (CFO)" - £333,125
the necessary calibre to execute
the strategy.
Pension/ To provide competitive post- N/A Chief Executive and CFO: 15% of salary
benefits retirement and other benefits cash allowance in lieu of pension, plus

in a cost-effective manner.

standard benefits

Annual bonus

To incentivise and reward the
delivery of stretching, near-term
strategic, financial and
operational measures and
personal targets consistent with
the budget and strategic plan.
Compulsory investment in shares
aligns to shareholders’ interests
in the creation of sustainable,
long-term value. Maximum
opportunity = 150% of salary.

Adjusted EPRA earnings — 25%
Total accounting return — 25%
See-through loan to value - 25%

Personal/strategic — 25%

Chief Executive — no bonus payable
CFO - £373,766 (74.8% of maximum)

40% of net bonus received is required
to be used to acquire shares which are
retained for at least three years

PSP To incentivise and reward the 2017 award vesting: 67.2% of CFO's 2017 award vested based
delivery of strong returns to . o on performance up to 30 November
shareholders and sustained, HElFIETE TR = 207 2019
= _ 0,
:Dong term performar}ce. LSS 2019 awards made at 150% of salary
ayable in shares delivered under 2019 award granted:
the Performance Share Plan. 9 : All of CEO’s PSP awards will lapse on
Three-year performance period Relative TSR - 50% cessation
plus two-year post-vesting _ =
holding period. VA= S0
Shareholding To ensure alignment of interests Executive directors are required CEO - 338% of salary

requirements

of executive directors and
shareholders

to build up and maintain a
shareholding worth at least
200% of base salary, which is
normally expected to be reached
within five years of appointment

CFO - 184% of salary
(on track to meet requirement)

(1) Rob Hudson's title changed to Chief Finance and Operations Officer on 1 February 2020.

Areas of focus for 2020
« Review of the operation of the new remuneration policy in light
of our evolving business strategy, culture and values whilst also

taking due account of wider company pay structures.

+ Monitor emerging trends in market/best practice.

- Agree the remuneration arrangements of the new Chief Executive

(when appointed).

Terms of reference
www.stmodwen.co.uk/about-us/corporate-governance
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DIRECTORS' REMUNERATION REPORT

CONTINUED

The directors' remuneration policy as set out below will be put to a binding shareholder vote at the Annual General Meeting on 27 March 2020
and will apply for the period of three years from the date of approval (see resolution 2 on page 181 of the Notice of the AGM). This policy
will replace the policy approved at the 2017 AGM. The Remuneration Committee chair’s letter summarises the minor changes that are

proposed to the policy:

Base salary

Purpose

- To attract, retain and motivate individuals of the necessary calibre to execute the Company’s strategy.
- To provide competitive base remuneration relative to the external market.

- To recognise and reward performance, skills and experience.

Operation

Normally reviewed annually with changes typically effective from 1 December. Review reflects:
- individual and corporate performance;

« the individual's level of skill and experience;

- increases throughout the Company (including ‘cost of living' awards);

- internal relativities; and

« prevailing market conditions through periodic benchmarking for comparable roles in companies of a similar size
and scope. The Committee is mindful of institutional investors’ concerns on the upward ratchet of base salaries
and does not consider benchmark data in isolation.

Opportunity

Salaries may be adjusted and salary increases will normally be (in percentage of salary terms) no higher than those
awarded to the wider workforce. Larger increases may be awarded at the Committee’s discretion to take account
of exceptional circumstances such as:

- changes in scope and responsibility of a role; and

- where a new director is appointed at a salary which is at a lower level to reflect their experience at that point,
the Committee may award a series of increases over time to achieve the desired salary position subject to
satisfactory performance and market conditions.

Actual salary levels are disclosed in the annual report on remuneration for the relevant financial year.

Performance
measures

None, although overall performance of the individual is considered by the Committee as part of the annual review.

Benefits

Purpose

- To provide a competitive and cost-effective benefits package.

- To assist with recruitment and retention.

Operation

The Company provides a range of non-pensionable benefits to executive directors which may, for example, include
a combination of a company car or car allowance, private fuel, driver, private medical insurance, permanent health
insurance, life assurance, holiday and sick pay, and professional advice in connection with their directorship. Other
benefits such as relocation allowances may be offered if considered appropriate and reasonable by the Committee.

Executive directors will be eligible for any other benefits which are introduced for the wider workforce on broadly
similar terms.

Any reasonable business-related expenses can be reimbursed, including the tax thereon if determined
to be a taxable benefit.

Executive directors are also eligible to participate in any all-employee share plans operated by the Company,
in line with HMRC guidelines currently prevailing (where relevant), on the same basis as for other eligible employees.

Opportunity

There is no maximum limit set. Benefits are set at a level which the Committee considers to be appropriately
positioned against comparable roles in companies of a similar size and scope and provides a sufficient level
of benefit based on the role and individual circumstances.

Performance
measures

None.
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Pension

Purpose

- To provide competitive post-retirement benefits in a cost-effective manner.

- To assist with recruitment and retention.

Operation

The Company offers an allowance (expressed as a percentage of base salary) which can be taken as:
«an employer contribution to the defined contribution section of the Company’s pension scheme;
- acash allowance (which is not counted as salary for bonus purposes); or

+ ablend of the two.

The Committee may amend the form of any executive director’s pension arrangements in response to changes
in pensions legislation or similar developments, so long as any amendment does not increase the cost to the
Company of a director’s pension provision.

Opportunity

Incumbent executive directors can receive a contribution of up to 15% of salary (although any such contributions
will be aligned to that of the workforce by the end of 2022).

New executive directors will not receive a contribution greater than the majority of the workforce
(currently 5% of salary).

Performance
measures

None.

Annual bonus

Purpose

- To incentivise and reward the delivery of stretching, near-term strategic, financial and operational measures
at Company and personal levels.

- Corporate measures selected are consistent with the budget and strategic plan.

+ An element of compulsory investment in shares to align to shareholders’ interests in the creation of sustainable,
long-term value.

Operation

All measures, weightings and targets are reviewed and set annually by the Committee, normally at the beginning
of the financial year, and specific performance criteria will be aligned to the Company’s strategic objectives at that
time. Levels of award determined by the Committee after the year end will be based on performance against the

targets set.

The Committee retains an overriding discretion to ensure that overall bonus payments reflect its view of corporate

performance during the year. Where considered appropriate, the Committee may adjust the formulaic bonus outturn.

Bonuses are paid in cash and are non-pensionable. Directors are required to invest an amount equal to 40% of the
net bonus received in the Company's shares and to retain these shares for a minimum period of three years, such
holding period surviving cessation of employment in normal circumstances.

Withholding (malus) and recovery (clawback) provisions apply to all bonuses paid such that, in certain exceptional
circumstances described in the note to this table, the Committee has discretion to reduce some or all of the value
of an award within a period of four years following the end of the relevant bonus year.

Opportunity

Maximum bonus potential of up to 150% of salary for all executive directors. On-target performance would result
in a bonus payment of half of the maximum potential.

Performance
measures

Performance is assessed using the following metrics:

+ a majority of the award will be based on corporate measures; and

+ aminority (no more than 25% of the overall bonus opportunity) will be based on personal measures. There is also

a cap on the amount of bonus awarded for performance in respect of personal measures, set at one-third of the
total actual bonus awarded.

The specific measures that will apply for the year ending 30 November 2020 are described in the annual report on

remuneration on page 96. Measures for subsequent years will be summarised in the annual report on remuneration

for the relevant year.
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DIRECTORS' REMUNERATION REPORT

CONTINUED

Long-term incentives

Purpose - To incentivise and reward the delivery of strong returns to shareholders and sustained, long-term performance.
« Aligns the long-term interests of directors and shareholders.
- Promotes retention.

Operation Awards are normally made under the Performance Share Plan annually with vesting dependent on the achievement
of stretching performance conditions set by the Committee normally measured over three years.
A holding period will apply to awards which will require executive directors to retain the after-tax value of shares
acquired for a minimum period of 24 months from the vesting date and will remain in place if the executive leaves
employment during the two-year holding period.
A dividend equivalent provision exists which allows the Committee to pay an amount (in cash or shares) equivalent
to the dividends paid or payable on vested shares between the date of grant and the vesting of an award (or, if later,
and only whilst an option remains unexercised in respect of vested shares, the expiry of the holding period).
The amount payable may assume the reinvestment of dividends into shares.
Withholding (malus) and recovery (clawback) provisions apply to all awards granted such that, in certain exceptional
circumstances described in the note to this table, the Committee has discretion to reduce some or all of the value
of an award within a period of four years following the end of the relevant performance period.

Opportunity The maximum annual grant level is 150% of salary (or 200% in exceptional circumstances, such as recruitment).
The normal annual award limit is 150% of salary for all executive directors.
Awards vest on the following basis:
- threshold performance delivers 20% of the shares awarded; and
+ maximum performance delivers 100% of the shares awarded,
with straight-line vesting between.

Performance Performance is normally measured over three years.

measures

Awards vest based on performance against stretching targets that are set and assessed by the Committee
in its discretion.

The Committee has discretion to decide whether and to what extent performance conditions have been achieved
and must also be satisfied that the extent of vesting under the performance conditions is appropriate given the
general performance of the Company over the performance period. Where considered appropriate, the Committee
may adjust the formulaic vesting outturn. The specific measures that will apply for awards made in the year ending
30 November 2020 are described in the annual report on remuneration on page 97. Measures for subsequent years
will be summarised in the annual report on remuneration for the relevant year.

Shareholding requirement

Purpose To ensure alignment of interests of executive directors and shareholders.

Operation The Company operates a shareholding requirement which is subject to periodic review.
Executive directors are required to retain all of the post-tax shares acquired as a result of the compulsory
investment of bonus into shares and half of the post-tax shares vesting under the PSP until the shareholding
requirement is met. The approach to post-cessation shareholding guidelines is described elsewhere in this report.

Opportunity Executive directors are required to build up and maintain a shareholding worth at least 200% of base salary,
which is normally expected to be reached within five years of appointment.

Performance None.

measures
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Fees payable to Chair and non-executive directors

Purpose To attract and retain the calibre of Chair and non-executive directors necessary to promote the long-term success
of the Company by offering market competitive fee levels.

Operation Normally reviewed annually with changes effective typically from 1 December.

Any increase will be guided by changes in market rates, time commitment and responsibility levels,
as well as by increases made throughout the Company.

Fees are structured as follows:

« the Chair is paid an all-inclusive fee for all Board responsibilities. This fee is determined by the Board
on the recommendation of the Committee; and

«+ non-executive directors are paid a basic fee, plus additional fees for chairing Board Committees or for
undertaking other responsibilities (e.g. the Senior Independent Director role), which are determined by the Board
on the recommendation of the executive directors.

Additional fees may also be paid to the Chair and/or non-executive directors on a per diem (or other) basis to reflect
increased time commitment in certain limited circumstances. Fees are normally paid in cash.

Neither the Chair nor the other non-executive directors participate in the annual bonus or long-term incentive
arrangements or in the pension scheme, nor do they receive benefits in kind.

Any reasonable business-related expenses can be reimbursed, including the tax thereon if determined to be
a taxable benefit.

Opportunity Fees are set at a level which reflects the commitment and contribution that is expected and is appropriately
positioned against comparable roles in companies of a similar size and scope.

Overall fees paid to directors will remain within the limit set out in the Company’s Articles of Association.

Actual fee levels are disclosed in the annual report on remuneration for the relevant financial year (see page 97
for those effective from 1 December 2019).

Performance None, although overall performance of the individual is considered as part of the annual review.
measures

How the Committee sets the remuneration policy

The primary objective of the Company's remuneration policy is to promote the long-term success of the Company through the operation
of competitive pay arrangements which are structured so as to be in the best interests of shareholders and which are aligned to strategy.
The executive directors’ remuneration includes a significant proportion of performance-related elements with demanding targets to align
their interests with shareholders and to reward success. The policy is structured so as to be aligned with key strategic priorities, reflect the
Company's culture and values and to be consistent with a Board-approved level of business risk.

The Committee also considers developments in institutional investors’ best practice expectations and the views expressed by shareholders.
In setting and operating the remuneration policy for the executive directors, the Committee takes into consideration the remuneration
practices found in other UK companies of comparable size and scope and has regard to the remuneration arrangements for the Company’s
employees generally. Greater emphasis is placed on variable pay for executive directors and senior employees, albeit with lower maximum
incentive opportunities at levels below the Board. Similarly, long-term incentives are offered only to those expected to have the greatest
impact on Company performance.

Approach to incentive plan targets

The annual bonus metrics are designed to ensure that annual performance is focused on key corporate measures which support the
Company's strategic targets. These are supported by individual performance measures to ensure that executive directors are incentivised to
deliver across a range of objectives. Targets are set in line with the Company’s budget and strategic plan for the year with a stretch element
to reward substantial outperformance. With regard to the PSP, an annual review of the PSP targets will be undertaken to ensure they remain
fit for purpose. The Committee currently believes that a combination of relative TSR and key financial measures provides strong alignment
with the interests of shareholders and complements the focus on operational performance measures in the annual bonus arrangements.
Targets are set to ensure that only modest rewards are available for delivering on-target performance with maximum rewards requiring
substantial outperformance of the Company's budget and strategic plans.
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DIRECTORS' REMUNERATION REPORT
CONTINUED

Post-cessation shareholding guidelines

To reflect the focus on post-cessation shareholdings, the Committee’s current approach involves the operation of the compulsory share
investment provision in the bonus being amended going forward, so that the three-year holding period will survive cessation of employment
for shares acquired for these purposes in the future (previously, the holding requirement fell away on cessation). It should also be noted
that under the PSP (i) the two-year post-vesting holding period also survives cessation and (i) in the normal course of business a good
leaver's unvested PSP awards will be tested on the normal vesting date (i.e. post-cessation). However, the Committee will keep its approach
to this issue under review.

Approach to regulatory changes
The Committee monitors the changes to the regulatory environment as they relate to executive remuneration, including changes to the
2018 Code. For example:

- the operation of the annual bonus plan and the PSP ensure that the Committee has necessary discretion to override formulaic outcomes
(as required by the new Code);

- the recovery provisions in the annual bonus plan and PSP now reflect best practice; and

- the Company’s People Matters Group is the body with which the Board liaises through the appointment of Simon Clarke as the
‘designated non-executive director’ to ensure that the views of employees on all matters (including remuneration) are taken into account.
Further information on the People Matters Group can be found on pages 26 to 33).

The Committee’s terms of reference have been reviewed to ensure that they reflect the expanded scope required by the 2018 Code
(i.e. (i) responsibility for setting remuneration for the Board and senior management, and (ji) taking account of Group-wide remuneration
and policies when setting executive pay).

Furthermore, the Committee is satisfied that our remuneration policies and practices take due account of the six factors listed in the Code:

« Clarity - our policy is well understood by our management team and has been clearly articulated to our shareholders. Furthermore,
as noted above, we engage with our wider employee base via the People Matters Group on many key issues (including remuneration)
and continue to be committed to developing communications with all employees.

- Simplicity - the Committee is very mindful of the need to avoid overly complex remuneration structures which can be misunderstood
and deliver unintended outcomes. Therefore, one of the Committee’s objectives is to ensure that our executive remuneration policies
and practices are as simple to communicate and operate as possible, while also supporting our strategy.

- Risk — our remuneration policy is designed to ensure that inappropriate risk-taking is not encouraged and will not be rewarded via (i) the
balanced use of both short and long-term incentive plans which employ a blend of financial, non-financial and shareholder return targets,
(ii) the significant role played by equity in our incentive plans (together with shareholding guidelines) and (jii) malus/clawback provisions.

« Predictability — our incentive plans are subject to individual caps and our share plans are also subject to market standard dilution limits.
The scenario chart on page 84 illustrates how the rewards potentially receivable by our executive directors vary based on performance
delivered and share price growth.

« Proportionality — there is a clear link between individual awards, delivery of strategy and our long-term performance. In addition, the
significant role played by incentive/‘at-risk’ pay, together with the structure of the executive directors’ service contracts, ensures that
poor performance is not rewarded.

- Alignment to culture - St. Modwen'’s core purpose is ‘Changing places. Creating better futures.” Our regeneration and development
projects have allowed us to clean up thousands of acres of contaminated brownfield land to create areas that provide homes and thriving
communities for thousands of people, new business parks, manufacturing facilities, warehousing and retail parks that support employment
throughout the country. Our executive pay policies are fully aligned to this core purpose through the use of metrics in both the annual
bonus and PSP that measure how we perform against main KPIs that underpin the delivery of our strategy.

Malus and clawback
As noted in the policy table, the annual bonus plan and PSP rules contain malus and clawback provisions which can apply in the following
circumstances:

- material misstatement of financial results;

- error in calculating the bonus/PSP outturn;

- serious misconduct;

- serious reputational damage or a corporate failure (prospectively); or

- other exceptional circumstances (as determined by the Committee).
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Engaging with the wider workforce

The Committee strives to engage positively with the wider workforce to explain broader pay policies and practices. As noted on pages 27
and 31, the Company’s People Matters Group is the body with which the Board (via Simon Clarke who has been appointed as designated
non-executive director for these purposes) liaises to ensure that the views of employees on all matters (including remuneration) are taken
into account. In addition, when considering the level and structure of remuneration to apply to executive directors, the Committee takes
into account the overall approach to reward for employees across the business and is kept updated of any changes. The Group HR Director,
Jane Saint, also attends Committee meetings by invitation to provide perspective on Group HR policies and practices. Salary increases for
executive directors are normally (in percentage of salary terms) no higher than those awarded to the wider workforce and all qualifying
employees are eligible to participate in the Group’s Saving Related Share Option Scheme (SAYE). The Committee also notes the ratio of
Chief Executive pay to all-employee pay (see page 94 for further information) as part of its deliberations and is kept abreast of gender
pay gaps at St Modwen.

Engaging with our shareholders

The Committee is committed to an ongoing dialogue with shareholders and seeks the views of its major investors when considering
significant changes to remuneration arrangements (as evidenced by the consultation exercise undertaken as part of the recent policy
review process which involved various calls and correspondence with shareholders). The Committee also considers shareholder feedback
received in relation to the directors’ remuneration report each year following the AGM.

Committee discretions

The Committee retains discretion to make any payments, notwithstanding that they are not in line with the policy set out above, where
the terms of the payment were agreed (i) before the policy came into effect, or (i) at a time when the relevant individual was not a director
of the Company and, in the opinion of the Committee, the payment was not in consideration of the individual becoming a director of the
Company. For these purposes ‘payments’ includes the Committee satisfying awards of variable remuneration and, in relation to an award
over shares, the terms of the payment are determined at the time the award is granted. Details of any such payments will be disclosed in
the annual report on remuneration for the relevant year.

The Committee will operate the annual bonus and long-term incentive arrangements according to their respective rules and in accordance
with the Listing Rules where relevant. Consistent with market practice the Committee retains certain discretions in respect of the operation
and administration of these arrangements which include, but are not limited to, the following:

« the participants;

- the timing of the grant of an award or payment;

- the size of an award;

« the determination of the extent to which performance measures have been met and the corresponding vesting or payment levels;
- discretion required when dealing with a change of control or restructuring of the Group;

- determination of the treatment of leavers based on the rules of the respective arrangement and the appropriate treatment chosen,
including the pro-rating of awards;

- adjustments required in certain circumstances (e.g. rights issues, corporate restructuring events and special dividends);
- the annual review of performance measures, weighting and targets from year to year; and

- the manner in which share awards can be satisfied (i.e. through the use of new issue, market purchased or treasury shares or by way
of a cash payment).

In addition, the Committee retains the ability to adjust the targets and/or set different measures if events occur (e.g. a material acquisition
and/or divestment of a Group business) which cause it to determine that the conditions are no longer appropriate and the amendment
is required so that the conditions achieve their original purpose and are not materially less difficult to satisfy.

Any use of the above discretions would be explained in the annual report on remuneration for the relevant year and may, as appropriate,
be the subject of consultation with the Company’s major shareholders.

83 St. Modwen Properties PLC
Annual report and financial statements 2019

1i0dal oibarens

sjuaWalels [edueul{ @dueusanoh ajesodio)

UORBWIOUI [BUORIPPY



DIRECTORS' REMUNERATION REPORT
CONTINUED

lllustration of remuneration policy

The following chart illustrates the remuneration opportunity provided to Rob Hudson under the remuneration policy at different levels of
performance for the 2019/20 financial year. Following the announcement of Mark Allan’s departure from the Board and the effect this will
have on his remuneration arrangements in 2019/20 (e.g. he will not participate in the annual bonus plan and will not receive a PSP award),
it is not considered relevant to provide a similar chart relating to his remuneration in the forthcoming year.

In line with the Companies (Miscellaneous Reporting) Regulations 2018, the maximum scenario illustrates the potential remuneration
payable if the share price increased by 50% (i.e. the value of the PSP award increased by 50% between grant and vesting).

Three scenarios have been illustrated:

Chief Finance and Operations Officer - Rob Hudson

£'000
@ LTIP value with 50% share price growth 5000 £1,851
LTIP '
Annual Bonus £1,570 -
Fixed Pay
1,500 36%
1,000 £839
13% 36%
£445 34%
500
100% 53% 28%
0 Fixed On target Maximum Maximum
(excluding share (including share
price growth) price growth)

(1) Minimum performance: comprising the minimum remuneration receivable (i.e. fixed pay only, being base salary of £375,000, pension allowances for the 2019/20 financial
year and benefits calculated using the 2018/19 figure as set out in the table on page 87).

(2) On-target performance: comprising fixed pay, an annual bonus payment of 50% of the maximum opportunity (75% of salary) and PSP awards vesting at the threshold level
of 20% of maximum opportunity (30% of salary).

(3) Maximum performance: (excluding and including share price growth) comprising fixed pay, 100% of annual bonus (150% of salary) and 100% vesting of PSP awards (150%
of salary). The maximum performance scenario also illustrates potential payout under the PSP with a 50% share price growth.

The illustrations do not take into account dividends and exclude the value of any all-employee share plan awards.
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Recruitment arrangements

The remuneration package for a new executive director would be set in accordance with the terms of the prevailing approved remuneration
policy at the time of the appointment and take into account the skills and experience of the individual, the market rate for a candidate of
that level of experience and the importance of securing the relevant individual.

Base salary levels for new recruits will be set in accordance with the policy, taking into account the experience and calibre of the individual
recruited. Where it is appropriate to offer a lower salary initially to reflect the individual's experience at that point, the Committee may
award a series of increases over time to achieve the desired salary position subject to performance and market conditions. Pension
arrangements for new executive directors will be in line with the policy (i.e. will not exceed that of the majority of the workforce).

The maximum level of variable pay which may be awarded to new executive directors, excluding the value of any buyout arrangements,
will be in line with the policy. In addition, the Committee may offer additional cash and/or share-based elements to replace deferred or
incentive pay, or benefit arrangements, forfeited by an executive leaving a previous employer. In doing so the Committee will take account
of relevant factors including the form (e.g. cash or shares), timing and expected value (i.e. likelihood of meeting any existing performance
criteria) of the remuneration being forfeited. The Committee will generally seek to structure buyout awards on a comparable basis to
awards forfeited. Replacement share awards, if used, will, to the extent possible, be granted using the Company’s existing share schemes,
although awards may also be granted outside of these schemes if necessary and as permitted under the Listing Rules.

The Committee may also apply different performance measures, performance periods and/or vesting periods for initial awards made
following appointment under the annual bonus and/or long-term incentive arrangements, subject to the rules of the scheme, if it
determines that the circumstances of the recruitment merit such alteration. A long-term incentive award can be made shortly following
an appointment provided that the Company is not in a closed period.

Where a position is filled internally, the Committee may honour any pre-existing remuneration obligations or outstanding variable pay
arrangements in relation to the individual’s previous role such that these shall be allowed to continue according to the original terms
(adjusted as relevant to take account of the Board appointment).

Where an individual is appointed to an executive director role on an interim basis, and/or is an existing executive director who is asked
to take on additional responsibilities on an interim basis, the Committee may provide remuneration in addition to their usual package.
This may include a temporary increase to salary for the duration of the role, and should the Committee deem appropriate, an increase
to incentive opportunity (provided it remains within the limits set out in the policy table).

For internal and external appointments, the Committee may agree that the Company will meet certain relocation and/or incidental
expenses as appropriate.

Fees payable to a newly-appointed Chair or non-executive director will be in line with the fee policy in place at the time of appointment.

External appointments

The Board recognises the benefit which the Company can obtain if executive directors serve as non-executive directors of other companies.
Subject to review in each case, the Board's general policy is that an executive director can accept one non-executive directorship of another
company (but not the chairmanship) and can retain the fees in respect of such appointment.
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DIRECTORS' REMUNERATION REPORT
CONTINUED

Executive director service agreements and payments for loss of office
Executive directors’ service agreements may be terminated with no more than 12 months’ notice from the Company to the executive
and 12 months’ notice from the executive to the Company. Service contracts have no fixed term.

If notice is served by either party, the executive director can continue to receive base salary, benefits and pension for the duration of their
notice period during which time the Company may require the individual to continue to fulfil their current duties or may assign a period of
garden leave. The Company may elect to make a payment in lieu of notice equivalent in value to a maximum of 12 months’ base salary and
benefits including pension contribution but excluding bonus, payable in monthly instalments, which would be subject to mitigation if
alternative employment is taken up during this time. Alternatively, the Committee retains discretion to provide this payment as a lump sum.
In the event of termination for cause (e.g. gross misconduct) neither notice nor payment in lieu of notice will be given and the executive
director will cease to perform their services immediately.

In redundancy situations, the Committee will comply with prevailing relevant legislation. In addition, and consistent with market practice,
the Company may pay a contribution towards the executive director’s legal fees for entering into a statutory agreement, may pay a
contribution towards fees for outplacement services as part of a negotiated settlement, or may make a payment to compromise claims the
executive director may have. There is no provision for additional compensation on termination following a change of control. Payment may
also be made in respect of accrued benefits, including untaken holiday entitlement.

The principles set out in the table below will normally apply to annual bonus and long-term incentive arrangements in the event of loss

of office.

In respect of all-employee share schemes and the Company’s Employee Share Option Schemes, the leaver conditions applied to executive
directors will match those applied to other employees.

Remuneration element

‘Good’ leavers

Other leavers

Annual bonus

An executive director will be treated as a good leaver in certain circumstances,
for example if he or she dies or ceases employment due to injury, disability,

retirement with the Company’s agreement, or sale of the business in which he
or she is employed, or for any other reason at the discretion of the Committee.

In these circumstances, the executive director remains eligible to be paid a bonus,
subject to the applicable performance measures. Any payment awarded may be
pro-rated to reflect the period of time served from the start of the financial year
to the date of termination, but not for any period in lieu of notice.

Unless the Committee
exercises its discretion to
treat the executive director
as a good leaver, no bonus
will be payable.

Long-term
incentive awards
(As applied to the
Company’s current
Performance Share
Plan approved at the
2017 AGM)

An executive director will be treated as a good leaver in certain circumstances,
for example death, injury, disability or for any other reason at the discretion
of the Committee.

Awards will normally vest at the normal vesting date, subject to the satisfaction

of the relevant performance conditions at that time and reduced pro-rata to reflect
the proportion of the vesting period actually served. However, under the plan
rules, the Committee has discretion to determine that awards vest at cessation

of employment and/or to disapply the time pro-rating if it considers it appropriate
to do so.

A good leaver may exercise their vested awards for a period of 12 months
following the individual's cessation of employment and unvested awards may
be exercised for a period of 12 months from vesting.

All awards will lapse in full
where termination is by
reason of summary
dismissal.

In other circumstances,
unvested awards will lapse
in full unless the Committee
applies discretion to treat
the executive director as

a good leaver.

Shares purchased as part of the requirement to invest a portion of bonus paid into shares, or, shares which are held under the two-year post
vesting holding period under the PSP, are normally released from such requirements at the normal time.

Non executive director terms of appointment
The terms of service of the Chair and the other non-executive directors are contained in letters of appointment. Appointments are for a
fixed term of three years, during which period the appointment may be terminated by three months’ notice by either party. Non-executive
directors are typically expected to serve two three-year terms, which may be extended for a further three-year term subject to mutual
agreement and satisfactory performance reviews. There are no provisions for payment in the event of termination, early or otherwise.
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This part of the report has been prepared in accordance with Part 3, Schedule 8 to The Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 as amended in 2013 and 2018 and with the requirements of the Financial Conduct Authority’s
Listing Rules.

Directors’ remuneration for the 2019 financial year (audited information)

1i0dal oibarens

Share plans corl\,ter?bsll::irzzn/
Base salary/fees Benefits" Annual bonus® vesting allowance® Other items Total
£000 £000 £000 £000 £000 £000

Director 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Executive directors
Mark Allan 594 579 24 30 - 661 -G - 89 87 3337 1077 1,040 2434
Rob Hudson 333 325 14 14 374 361 3574 2180 50 49 - 2 1128 969
Non-executive
directors
Danuta Gray 170 28 - - - - - - - - - - 170 28
Bill Shannon © 56 167 - - - - - - - - - - 56 167
lan Bull 65 61 - - - - - - - - - - 65 61
Simon Clarke 47 46 - - - - - - - - - - 47 46
Jamie Hopkins 47 34 - - - - - - - - - - 47 34
Jenefer Greenwood, OBE 56 52 - - - - - - - - - - 56 52
Sarah Whitney® 10 - - - - - - - - - - - 10 -
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1,378 1,292 38 44 374 1,022 357 218 139 136 333 1079 2619 3,791

(1) All benefits for the executive directors (comprising mainly the provision of company car/car allowance, private fuel and medical insurance) arise from employment with the
Company and do not form part of final pensionable pay.

(2) Bonus payable in respect of the relevant financial year. Further information as to how the level of bonus awarded for the year ended 30 November 2019 was determined
is provided on pages 88 and 89. 40% of the after tax amount of any bonus earned is required to be invested in shares and held for three years. Mark Allan will not receive
an annual bonus for the year due to his resignation.

(3) Mark Allan’s PSP awards will lapse when he leaves the business on 30 April 2020.

(4) The performance period for the 2017 PSP awards ended on 30 November 2019. 67.2% of the award vested, further information can be found on page 89. Of the final vesting
value of this award, £59,704 is attributable to share price growth since grant. The Committee has not exercised any discretion in connection with the impact of share price
appreciation on the value of this award. Further information on awards and performance conditions to which they were subject can be found on pages 89 and 90. As the
awards had not vested as at the date of this report, their value has been estimated using a share price of 441.9 pence, being the three month average to 30 November 2019,
plus 16.98 pence per share which is the value of the dividend equivalent deliverable in shares on the awards that vest. The dividend equivalent is based on dividends paid
to shareholders with record dates occurring between the date of grant and 30 November 2019.

(5) The 2018 figure (£210,000) has been restated based on the exact share price on the date of vesting of 395.8p.
(6) Further details regarding pension entitlements can be found on page 92.

(7) Mark Allan’s share plan award vesting relates to Tranche 5 of a Share Award granted in connection with his recruitment, as detailed on page 90 of the 2015/16 directors’
remuneration report. Tranche 5 (relating to 79,591 shares) was subject to performance conditions relating to Mark Allan’s original employer Unite plc which vested at 96.14%
of maximum, thereby resulting in the vesting of 76,518 shares on this award on 2 April 2019. The Share Award includes an entitlement to a cash payment following a
tranche’s vesting date in respect of a dividend equivalent that would have accrued under the forfeited awards to the extent they had vested. The dividend equivalent
following the exercise of Tranche 5 was £26,891, paid to Mark Allan in May 2019. The share price on the date of vesting used to value Tranche 5 was 400 pence.

(8) Retired from the Board with effect from the end of the AGM on 29 March 2019.
(9) Appointed to the Board on 16 September 2019.
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DIRECTORS' REMUNERATION REPORT
CONTINUED

2018/19 annual bonus outturn (audited information)

In the financial year ended 30 November 2019 both executive directors had the opportunity to earn an annual bonus of up to 150% of their
base salary as at 1 December 2018. Of this, 112.5% of salary (75% of overall opportunity) was dependent on achieving corporate measures
and 37.5% of salary (25% of overall opportunity) on meeting personal objectives. However, following Mark Allan’s resignation, he will not
be entitled to receive a bonus.

Performance against targets and resulting bonus awards are set out in the tables below.

Threshold On-target Stretch Super stretch
performance  performance performance  performance Actual Payout
Weighting as (25% of (50% of (75% of (100% of performance (% of
Measure Link to strategy % of award maximum) maximum) maximum) maximum) achieved” maximum)
Corporate:
Adjusted EPRA Reflects profitability 25% £342m(-5%) £36.0m  £378m (+5%) £39.6m £38.7m 87.5%
earnings of the business after (+10%)
operating costs
Total accounting Recognises the 25% 272 pence 319pence 36.7pence 41.5pence 294 pence 36.7%
return delivery of per share per share per share pershare  per share®
significant added (-15%) (+15%) (+30%)
value
See-through Ensures continued 25% 25.5% (+5%) 24.3% 23.0% (-5%) 21.8% (-10%) 19.6% 100%
loan-to-value® balance sheet
strength
Personal:
Individual targets  Ensures that each 25% Substantially Met Exceeded  Significantly Rob Hudson: Rob Hudson:
for executive director focuses met exceeded Stretch 75%
directors on his individual (see below)
contribution in the
broadest sense
through business
performance,
leadership role,
people and team,
and personal
development
objectives
Award (% of maximum 25.0% 50.0% 75.0% 100.0% Rob Hudson:
opportunity) 74.8%
Award (% of salary) 37.5% 75.0% 112.5% 150.0% Rob Hudson:

12.2%

(1) Details of performance versus personal objectives for Rob Hudson is further explained in the supplementary table below

(2) Total accounting return has been calculated excluding the impact of the 7.8 pence per share reduction in 2019 NAV relating to a provision for a potential claim against the
Company for a legacy project the Group developed and sold approximately 15 years ago (further details of which can be found on page 158). The Committee has concluded
that, given this provision relates to an alleged problem which pre-dates the appointment of the directors and would be genuinely ‘one-off’ in nature, the calculation of
performance against the relevant target should not be impacted by the provision. It should also be noted any positive impact of any later release of part/all of this provision
will also be excluded from any target achievement calculation in future years.

(3) Target ranges set the context of the plan for the year which anticipated an increase in the see-through loan-to-value from 2018, due to the planned reinvestment of non-core
disposal proceeds into our development pipeline, whilst maintaining balance sheet discipline.
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2018/19 Annual bonus outturn (audited information) continued

Key personal objectives Assessment of achievement of objectives Achievement
Rob Hudson Lead the establishment of the framework A full re-design of internal reporting and
around the new business unit boards, performance management as part of the business
establishing and developing reporting reorganisation. Ensuring the business was able to
into a comprehensive review and enabler ~ manage the organisational transition without any
of performance both in the year and negative impact on performance.
longer-term. Stretch level
Proactively manage scenario planning Careful management of profit protection plan of performance
and results maximisation. meaning the business was able to absorb the (75% of max)

impact of uncertainty early in 2019 and a significant
downward valuation of retail assets whilst still
hitting targets and market expectations.

Deliver finance-related KPls, particularly All KPIs delivered better than plan.
in overheads in finance and IT.

In light of both corporate and individual performance, the Committee determined that the following bonus awards be made:

Award - Corporate Award - Personal Total award Salary on which bonus
Executive director (as a % of salary) (as a % of salary) (as a % of salary) award is calculated Total bonus award
Rob Hudson 84.1% 28.1% 12.2% £333,125 £373,766

When determining this bonus payment, the Committee was satisfied that it reflected underlying performance and that no other
circumstances had arisen (whether relating to ESG matters or otherwise) that would make the payment of such a bonus inappropriate.
The bonus payment to Rob Hudson was conditional upon him undertaking to invest at least 40% of the bonus received, after payment
of income tax and national insurance, in the Company's shares and to retain those shares for a minimum period of three years.

Long-term incentives (audited information)

2017 Performance Share Plan awards

The three-year performance period for the 2017 PSP awards ended on 30 November 2019. As explained in this report, Mark Allan’s 2017 PSP
award (together with his other PSP awards) will lapse as a result of his resignation. The performance conditions which applied to the awards
together with actual performance are summarised in the table below.

Vesting of award Vesting of award

Threshold at threshold Maximum at maximum Actual Proportion of
Performance measure Weighting performance performance performance performance performance award to vest
TSR relative to bespoke group 50% of award Median 12.5% Upper quartile 50% Above upper 50%
of real estate sector peers ranking ranking quartile
Total accounting return 50% of award 5% average 125%  11% average 50% 6.1% 17.2%
(50% of award) per annum per annum
Total 67.2%

Total accounting return has been calculated excluding the 7.8 pence per share reduction in 2019 NAV relating to a provision for a potential
claim against the Company for a legacy project the Group developed and sold approximately 15 years ago (further details of which can be
found on page 143). The Committee has concluded that, given this relates to an alleged problem which pre-dates the appointment of the
directors and would be genuinely ‘one-off' in nature, the calculation of performance against the TAR targets should not be impacted by the
provision. It should also be noted any positive impact of any later release of part/all of this provision will not unduly benefit awardholders.

The above awards were also subject to an additional underpin whereby the Committee must be satisfied that the extent of vesting under
the performance conditions is appropriate given the general financial performance of the Company over the three-year performance
period. The Committee determined that this additional condition had been met, taking account of St. Modwen's strong underlying financial
performance and relative outperformance of its sector peers over the relevant vesting period. The award is subject to a compulsory
two-year post-vesting holding period, which requires executive directors to hold any shares vesting (after tax) for a period of two years.
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DIRECTORS' REMUNERATION REPORT
CONTINUED

2019 Performance Share Plan awards
On 20 February 2019, the following PSP awards were granted to executive directors as nil cost options:

Face value of award

% of award that would
vest for threshold

Executive director Basis of award £000™ Number of shares performance
Mark Allan®@ 150% of salary 890 224,170 20%
Rob Hudson 150% of salary 500 125,802 20%

(1) Calculated using the average share price of 397.2 pence which was, in accordance with the rules of the PSP, used to determine the number of shares to be awarded

(being the average over the three dealing days immediately preceding the date of grant).

(2) Mark Allan’s PSP award will lapse when he leaves the business on 30 April 2020.

The performance conditions which apply to these PSP awards are summarised below. The performance period started on 1 December 2018

and will end on 30 November 2021 (although Mark Allan’s award will lapse due to his resignation).

Vesting of award

Vesting of award

Threshold at threshold ~ Maximum at maximum
Performance measure Link to strategy performance performance® performance performance®
Relative TSR performance® - Rewards outperformance of the returns Company's 20% Company's 100%
enerated by a comparator grou TSR is ranked TSR is ranked
(50% of award) 9 ted by P group ‘
comprising listed company peers at median of at or above
. . the comparator the upper
- Directly correlates reward with the return roUD's 'IF')SR uartﬁg of the
delivered to shareholders through share group q
i e comparator
price growth and dividend payments ;
group’s TSR
« Provides an objective measure of the
Company’s long-term success
Total accounting return + Rewards delivery of continued long-term 5% average 20% 11% average 100%
significant added value er annum er annum
(50% of award) 9 p p
+ Key internal measure of the Company's
long-term performance
+ Reflects value added by the Company’s
asset management activities
(1) The constituents of the TSR peer group for the 2019 awards are:
A&) Mucklow Group Grainger Land Securities Group Shaftesbury
British Land Company Great Portland Estates LondonMetric Property Town Centre Securities
Capital & Counties Properties Hammerson Picton Property Income Uand | Group
Capital & Regional Hansteen Holdings Regional REIT Workspace Group
Derwent London Helical SEGRO

(2) Vesting of awards between threshold and maximum performance will be on a straight-line basis. Performance below threshold would result in nil vesting for that measure.

The awards will be subject to an additional condition whereby the Committee must be satisfied that the extent of vesting under the
performance conditions is appropriate given the general financial performance of the Company over the three-year performance period.
The awards will also be subject to a compulsory two-year post-vesting holding period, which will require executive directors to hold any
shares vesting (after tax) for a period of two years, meaning there can be no disposal of shares for a period of at least five years from grant.

The holding period will remain in place if the executive leaves employment during the two-year holding period.
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Breakdown of share interests
All PSP awards held by the executive directors who served during the year, together with any movements, are shown below.

Awards held on Awards  Awards held on End of
1 December Awards made  Awards vested lapsed/forfeited 30 November performance

Executive director ~ Date of grant 2018 during year during year during year 2019% period  Exercise period
Mark Allan®

02/11/16? 79,591 - (76,518) (3,073) - 31/12/17  02/04/19 to

02/10/19

07/07/17 278,500 - - - 278,500 30/11/19  07/07/20 to

06/07/27

20/03/18 222,700 - - - 222,700 30/11/20  20/03/21to

19/03/28

20/02/199® - 224170 - - 224,170 30/11/21 20/02/22 to

19/02/29

580,791 224,170 (7