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(1)

The inspiration for 25 Baker
Street came from the rare
opportunity to regenerate
an entire urban block with
a major new public space
at its centre.

Mike Taylor
Hopkins Architects
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Strategic report

OUR STRATEGIC FRAMEWORK

We are driven by our...

Vision

We craft inspiring and distinctive
space where people thrive

Asset management

To optimise returns
and create value

To grow recurring
earnings and

from a balanced cash flow
portfolio
Occupiers Employees

communities

Purpose Values

We design and curate long-life,
low carbon, intelligent offices
that contribute to London'’s
position as a leading global city,
while aiming to deliver above
average long-term returns for all
our stakeholders

We build long-term relationships
We lead by design

We act with integrity

See pages 28 and 29

Refurbishment & development Investment activity

See pages 32 to 36

To maintain
strong and
flexible financing

To attract, retain
and develop
talented employees

To design, deliver
and operate

our buildings
responsibly

See page 126

See pages 42 and 43

Shareholders &
debt providers

Central & local
government

Local Suppliers

& others
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OUR YEAR IN REVIEW

Occupier demand for the right product was strong through 2023. We had another
successful year of letting and asset management activity across our portfolio and good
progress was made on site at our major developments. However, the macro environment
remained challenging, impacting both property yields and the cost and availability of
new debt.

Operational highlights ESG highlights

Lettings, 8.0% above December 2022 ERV Energy intensity (2022: 142 kWh/sgm)®

EPRA vacancy rate (December 2022: 6.4%)"? Operational carbon footprint (2022: 11,314 tCO,e)

Major on-site projects pre-let EPC rating A or B (by ERV) including projects (2022: 65.3%)
Construction costs fixed for on-site projects Planning consent for Scottish solar park

Launch of second Member lounge Community fund & sponsorship donations committed

Portfolio performance

Capital return Total property return® Equivalent yield ERV growth

THESUNDAY TIMES
Best Places
to Work 2023

MEDIUM COMPANY
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CHAIRMAN'’S STATEMENT

Mark Breuer - Chairman

Our long-term strategic approach
has ensured that the Group remains
well-positioned against an uncertain
and challenging backdrop.

e Avyear of operational progress against a challenging market backdrop

e Strong balance sheet and long-term strategy means we are well
positioned as opportunities emerge

e Annual dividend 79.5p, up 1.3%; uninterrupted annual growth since 2007

While our total property return was
negative in 2023, we outperformed

the MSCI IPD Central London Office
benchmark. Our total return was -11.7%,
taking the NTA to 3,129p. The Group's
balance sheet remains robust with EPRA
LTV of 27.9% and interest cover of 4.1
times, giving us capacity to continue
investing in our pipeline.

The occupational market continues

to polarise with good rental growth
prospects for high quality, sustainable
buildings where there is deep demand
and constrained supply, particularly in
the West End where 72% of our portfolio
is located. In 2023, we agreed £28.4m

of new leases, on average 8% ahead of
December 2022 ERV, which includes
pre-letting 75% of the offices at

25 Baker Street W1 ahead of completion
in H12025. This gives us confidence in
the letting prospects for our Network W1
project as well as the next phase of our
development pipeline.

The London office investment market
has been adversely impacted by higher
inflation and the subsequent upward
movement in interest rates. We expect
to see a rise in the number of motivated
sellers, and we have the balance sheet
capacity to explore these opportunities
as they emerge.

Our experienced management team has
a strong track record of value creation
across the economic cycle. We recognise
the importance of investing in our people
and planning ahead. Over the last three
years, there have been eight promotions
to the Executive Committee with
representation from across the business.
This diversity of skills and expertise helps
position us well as the macroeconomic
environment starts to recover.

The Group has been impacted by

global inflationary pressures and

we have also invested more in the
amenity we offer our occupiers. As a
result, EPRA EPS is down slightly year-
on-year to 102.0p. However, we have
substantial reversionary potential from
a combination of on-site projects
(requiring £223m of capex to complete),
underlying rental uplifts and vacant
space. In addition, we expect only a
modest impact on our cost of debt from
near-term refinancing.

| am therefore pleased to confirm a

1.3% increase in the full year dividend to
79.5p in line with our progressive and well
covered dividend policy, with the final
dividend raised by 0.5p to 55.0p.



It will be paid on 31 May 2024 to
shareholders on the register of members
at 26 April 2024. EPRA earnings covered
the 2023 interim and final dividends
1.28 times.

We greatly value and nurture
relationships with stakeholders, including
the local communities in which we
operate. Working alongside external
consultants, we have strengthened our
commitment to social value, our primary
goals and how they will be measured
and achieved. At the end of 2023, we
published our new Social Value Strategic
Framework.

After nine years on the Board, Claudia
Arney will step down at the 2024 AGM
from her position as a Non-Executive
Director of the Company and Chair

of the Remuneration Committee. The
Board thanks Claudia for her significant
contribution to the business and wishes
her every success in the future.

Strategic report

25 Baker Street W1

£28.4m

new leases agreed

Sanjeev Sharma, currently a Non-
Executive Director and member of the
Remuneration Committee, will become
Remuneration Committee Chair.

PwC was appointed as the Group’s
external auditor in 2014 and, in
accordance with the Competition and
Markets Authority’s (CMA) requirements,
we conducted a competitive tender

in 2023. Following a comprehensive
process, the Board has approved PwC's
ongoing appointment, subject to annual
shareholder approval.

Despite the challenging global
environment over the last few years,
the Group is well positioned with an
outstanding central London portfolio
and a strong team.

Mark Breuer
Chairman
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CHIEF EXECUTIVE’S STATEMENT

Paul Williams - Chief Executive

London is maintaining its long-term
reputation as a world-leading city with
broad appeal to a diverse range of
businesses and investors despite the
ongoing macroeconomic challenges.

Highlights
e Strong leasing activity of £28.4m, on average 8% above December
2022 ERV

e LTV remains amongst lowest in UK REIT sector, despite 10.6% decline
in capital values in 2023

e 2023 ERV growth of 2.1%, towards top end of guidance range
e 2024 guidance:
- ERVs to increase 2% to 5%

- Inflation significantly reduced and expected to fall further;
yields to respond

Overview

Following its peak at 11.1% in October
2022, CPl inflation declined significantly
through the course of 2023, ending the
year at 4.0%. The hike in UK interest
rates appears to have concluded, with
base rate on hold at 5.25% since August.
On the assumption that inflation slows
further towards the 2% target, the
consensus expectation is for a series of
base rate cuts in 2024 and beyond.

Market interest rates have responded
positively to slowing inflation but remain
volatile. The yield on the 10-year UK gilt,
which started 2023 at 3.7%, ended the
year at 3.6%, having peaked at 4.7%

in August. However, since the start of
2024, it has increased again to 4.1%. This
reflects both a small rise in inflation in
December and more cautious ‘higher for
longer’ commentary from central banks.

Combined with the higher cost and
restricted availability of debt, sentiment
in the investment market was subdued
in 2023. Meanwhile, the occupational
market has remained strong for the right
product in the right location. Businesses
are focused on their longer-term real
estate strategies and the flight to quality
is continuing. With constrained availability
and a thin forward development pipeline,
rents for the best space are rising.

Strong operational performance
We enjoyed an excellent year for leasing
in 2023 with £28.4m of new rent agreed,
on average 8.0% above December 2022
ERV. This included 155,500 sq ft of
pre-lets at 25 Baker Street W1, 13.4%
ahead of ERV as well as 19 ‘Furnished +
Flexible” units leased at an average
9.2% premium to the adjusted ERV.

Key transactions in the year include:

o 25 Baker Street W1: Two pre-lets -
to PIMCO and Moelis - at our on-site
major development which completes
in H1 2025, with total rent of £16.0m;
the offices are now 75% pre-let; and

o The Featherstone Building EC1: Four
further lettings with combined rent
of £4.3m in line with ERV; the building
is now 80% leased, with further
occupier interest.

Since the start of 2024, new leases
totalling £1.8m have been signed, 5.6%
ahead of December 2023 ERV, with a
further £2.7m of space under offer.



Lease length is an important indicator
for the Group. At year end, our "topped-
up’ WAULT (to break) was 7.4 years
(2022: 7.2 years). Overall, our EPRA
vacancy rate reduced 2.4% to 4.0% as
we leased space across the portfolio in
both the West End and the City Borders.

Property valuations

Underlying capital values reduced by a
further 10.6% in 2023 and we believe
valuations are now approaching this
cycle’s lows. The decline in capital values
has been predominantly yield driven with
our equivalent yield up 67bp to 5.55% in
the year. By comparison, our valuation
ERV was up 2.1% in the year, towards the
top end of our guidance range for 2023
of 0% to +3%. Capital values across the
UK real estate sector have declined, with
the MSCI Central London Office index
down 11.1% and the MSCI UK All Property
index down 5.6% in the year.

This headline movement masks a broad
range of outcomes, with our higher
quality buildings and developments
delivering a more resilient performance,
supporting the nuanced change we
made to our strategy in 2021 to retain
our better buildings for longer.

The value of our on-site developments
increased 8.1% in 2023 and properties
valued at 2£1,500 psf, generally the
higher quality buildings, reduced by 7.1%,
which is a 350bp outperformance of
the portfolio average. By comparison,
buildings valued at <£1,000 psf (our
‘raw material’ for future regeneration)
fell 14.3%. Impacted by these valuation
movements, EPRA NTA per share
declined 13.8% to 3,129p.

Our portfolio delivered a total property
return of -7.3% compared to the MSCI
Central London Office index of -7.9%.

Derwent’s differentiators

At Derwent London, we have long
recognised the importance of providing
best-in-class space to maximise the
appeal of our buildings to occupiers.
Modern offices need to be high

quality and well-designed to inspire
innovation, collaboration and collective
productivity. Good design has always
been in our DNA, but in today’s market
this increasingly extends beyond the
individual building to our broader
portfolio approach, which includes a
commitment to service and amenity
as well as net zero carbon ambitions.

Strategic report

The Feotherstone Bu\ldlng EC1

With over 50,000 people estimated to
work in our buildings, we focus on the

end user. Each individual is able to benefit

from the full DL/Member offering which

provides amenity and service to the whole

London portfolio. This includes access to
our two strategically located Member
Lounges in Fitzrovia (DL/78) and Old
Street (the recently opened DL/28), the
App and the Experience team.

Given every business has its own unique
space requirements, we design our
buildings to be as adaptable as possible -
‘long-life, low carbon, intelligent’ -which
increases tenant demand while also
reducing obsolescence. Our buildings are
designed to be desirable over the long-
term. We offer a range of leasing options,
from large-scale HQ space on long leases
to smaller ‘Furnished + Flexible’ units on
shorter leases.

Taken together, and as the bifurcation
between prime and secondary properties
continues to evolve, we expect this
relationship-driven approach to result in
reduced vacancy, shorter void periods,
increased occupier retention and strong
rental growth.

1
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CHIEF EXECUTIVE'’S STATEMENT continued

London office market

The vacancy rate across central London
rose 1.7% in 2023 to 9.1%. However,
averages do not show the full picture.
West End vacancy is 4.4%, compared
to the City at 11.9% and Docklands at
16.7%, while availability of new space
rose more slowly than secondary
space. We believe that the supply of
new buildings has rarely been more
constrained, particularly in the West
End, which helps to explain why rents
here are rising.

According to CBRE, the amount of space
currently under construction across
London is relatively low with 12.9m sq

ft due to complete by 2027, of which
7.9m sq ft (62%) is currently available.
Compared to long-term take-up, this
equates to eight months’ supply (and 11
months’ supply in the West End) of new
space being delivered over the coming
four years.

London has broad appeal to a diverse
range of businesses, both by sector
and by size. We are encouraged by
the substantial 74% increase in overall
active demand to 9.9m sq ft at the
end of 2023, which indicates a rapid
rise in interest from a range of sectors.

Take-up in the year was 16% lower when
compared to the prior year at 10.5m

sq ft, with the West End down 27% at
3.6m sq ft. The City, however, benefitted
from a number of high profile pre-lets,
including HSBC and Clifford Chance
returning from Docklands to more
central locations, and year-on-year take-
up was in line at 5.3m sq ft. Activity in
2023 was dominated by the banking

& finance (31%) and business services
(19%) sectors.

Economic prospects are an important
demand driver for offices. Growth in
jobs, population and the economy,
alongside inflation prospects all have an
impact. According to CBRE, following a
boom in office job creation over the last
three years (+415k new jobs), a further
c.165k (net) positions are expected to
be created over the next five years and
there is a continuing increase in the
number of companies requiring staff to
come back to the office. The demand
outlook for London offices remains
positive. London real GDP growth

of 1-2% pa is forecast to continue
outperforming the UK and there is

an ongoing increase in the population
of ¢.0.9m to 10.6m by 2035.

Strong balance sheet

and capital allocation

The Group aims, over the long-term,

to operate with modest leverage and

a simple financial structure to ensure
resilience through the economic cycle.
We believe that having a strong balance
sheet has rarely been more important
than at present.

We are well positioned. Our EPRA LTV
ratio is 27.9% (December 2022:23.9%)
and interest cover is both strong and
stable at 4.1 times (2022: 4.2 times).
At the end of 2023, 98% of our debt was
either fixed or hedged, with an average
interest rate on a cash basis of 3.17%.
In addition, we have limited refinancing
in 2024 and 2025, with an £83m 3.99%
secured facility maturing in October
2024 and a £175m 1.5% convertible
bond maturing in June 2025.

Over the medium-term, we seek to
balance disposals against capital
expenditure and acquisitions. This has
helped to contain the increase in our
net debt and ensure we can continue
to invest into our regeneration pipeline,
which includes the acquisition of the
exciting Old Street Quarter EC1 project
which is likely to complete from 2027.

With the investment market slowdown
seen in 2023, we completed a lower than
normal £66m of disposals. This compared
to £173m of acquisitions and capital
expenditure on major projects, smaller
refurbishments and our second Member
Lounge, DL/28.

Sustainability

Our plans for an 18.4 MW solar park in
Scotland came a step closer with planning
consent now received. We expect green
electricity generation to commence on
completion in 2025, providing ¢.40%

of the electricity needs of our London
managed portfolio. We are also exploring
other sustainability-related opportunities
across our Scottish portfolio.

In accordance with our stated ambition,
we rebased our SBTi-verified targets to
align with a 1.5°C climate scenario. Our
revised target commits us to a 42%
reduction in Scope 1& 2 carbon emissions
by 2030 from our 2022 baseline. We are
committed to managing our carbon
footprint and building in climate
resilience while collaborating across

the industry and with our supply chain.

Our strong team

We were pleased to recognise the
achievements of our employees, with

18 internal promotions in 2023 which
included two promotions to the Executive
Committee: Richard Dean, Director of
Investment, joined the Committee from
1July 2023 and Matt Cook, Head of
Digital Innovation & Technology, with
effect from 1January 2024. We were also
delighted to be recognised externally,
being included on The Sunday Times
‘Best Places to Work 2023’ list where we
scored highly in many categories against
industry and global comparisons, and
also winning ‘Employer of the Year” at
both the Westminster Business Council
and EG (Estates Gazette) Awards.

Outlook and guidance

We have previously anticipated an
acceleration in rental growth for the best
buildings. Occupier demand continues to
focus on well-located space with best-in-
class amenity and service, while existing
supply and the development pipeline are
restricted. We expect these conditions to
become increasingly favourable through
2024 and as such increase our portfolio
rental guidance for the year to a range
of 2% to 5%, with our better buildings
to outperform.

Over the last few years, we have
reduced our exposure to buildings

which can no longer meet evolving
occupier requirements and have
invested significant capital upgrading
our remaining portfolio. With inflation
continuing to reduce and the cost and
availability of finance improving, property
yields are expected to respond, following
a period of substantial increases. We
believe we are now approaching the

end of this yield cycle, with transaction
volumes expected to increase and for
opportunities to emerge.

Paul Williams
Chief Executive
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CENTRAL LONDON OFFICE MARKET

Highlights

Take-up 10.5m sq ft; acceleration
in Q4 to 3.4m sq ft (Q1 to Q3
average: 2.4m sq ft)

Space under offer up 19% to
3.0m sq ft; active demand up
74% to 9.9m sq ft

Vacancy elevated at 9.1%:
West End remains tight at 4.4%

Development pipeline 38%
pre-let; eight months’
speculative supply

Prime yields in West End at 4.0%
(up 25bp in 2023) compared

to the City at 5.75% (up 125bp)

Investment transactions £5.2bn,
59% below 10-year average

Overview and macro backdrop

The global economy has experienced
significant uncertainty and volatility
since 2020. The resulting supply chain
disruption and global conflicts led to

a rise in inflation which started three
years ago and peaked in late 2022. In
response, there has been a substantial
increase in benchmark interest

rates around the world, leading to a
significant hike in the cost of debt and
reduced availability. For the commercial
property sector, this has resulted in a
material adjustment in property yields.

Softening inflation data through 2023,
however, has raised market expectations
that the interest rate cycle has peaked,
with cuts now forecast in 2024. This

is feeding through into lower market
interest rates and narrower credit
spreads and there are signs of improving
credit availability.

Whilst GDP growth in the UK has
plateaued for the time being, London
is outperforming, with economic
growth to 2028 forecast to average
c.2% pa. Combined with a positive
outlook for both jobs (c.165k net new
jobs to be created by 2028 according
to CBRE) and population growth
(c.0.9m increase by 2035 to 10.6m
according to Macrotrends), the macro
demand drivers for London offices are
encouragingly robust.

In line with long-term trends, foreign
direct investment (FDI) into London
remains higher than other core global
cities including Paris, New York and Hong
Kong. Throughout 2023 there was an
increase in the number of FDI projects

to 103 in London which compares to a
reduction in other global cities.

13
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CENTRAL LONDON OFFICE MARKET continued

London’s office cycle
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In a continuation of the trend seen over the last few years,
businesses are becoming increasingly strategic around their
real estate planning and more selective in both the building
and the landlord they choose. Against a backdrop of restricted
supply of high quality space, landlords that provide great space
in the right location, with best-in-class amenity and service
are seeing attractive rental growth as the flight to quality
continues. According to Knight Frank, the office now fulfils five
key purposes in the post-Covid era, underlining its importance:
talent attraction and retention; increased collaboration; cost
management and mitigation; corporate brand and image; and
employee wellbeing.

London’s broad appeal to a diverse range of businesses
continues to serve it well. It is not overly dependent on

any one sector and the diversity of scale and occupational
requirements supports demand across a wide spectrum, from
large global HQs let on long leases to space for SMEs on more
flexible terms. In recent years, there has been a convergence in
the space needs across business sectors, as the importance of
quality has risen and there is a more unified approach to what
an office needs to provide.

Location and connectivity have also been important factors in
the market and data from a number of agents shows a clear
preference among occupiers for centrally located offices. Over
the last few years, a significant number of businesses have
returned to London’s core markets. The trend is widely expected
to continue.

Over the course of 2023, there has been a shift in the number
of companies issuing clearer guidance to employees around
working policies. A recent study of 400 global companies by
VTS found that over the last six months, 60% of European
respondents have either ‘mandated’ or ‘encouraged’ more time
in the office. Looking forward to 2024, a similar pattern is seen,
with 52% planning to further ‘mandate’ or ‘encourage’ more
time in the office. On a global basis, only 10% of respondents
have adopted a remote-first approach and 1% of companies
have gone fully remote.

Occupational market

London is not a homogenous market. Rather, it comprises a
series of sub-markets, each with its own characteristics and
nuances -it is a tale of three cities. This is particularly apparent
when looking at vacancy levels. Overall, central London vacancy
is elevated at 9.1% against the 10-year average (10YA) of 5.2%.
This compares to the West End at 4.4% (10YA: 3.4%), City at
11.9% (10YA: 6.7%) and Docklands at 16.7% (10YA: 8.9%).

Central London office stock

1 City 34%
W West End 38%
B Midtown 1%
[ Docklands 9%

Southbank 8%




While market dynamics vary by location, there is also a difference
in occupier demand between prime and secondary space.

As a result, the composition of vacancy is more relevant than
the headline. Across London, there is 26.1m sq ft of available
space, of which 18.1m sq ft (69%) is secondhand, 4.0m sq ft

is newly completed space and 4.0m sq ft is under construction.
Applying this to the market, ‘competing supply’ for our high
quality portfolio is meaningfully lower than the headlines
suggest, supporting our positive outlook for rental growth.

According to CBRE, the pull back by Big Tech impacted take-up
in 2023, which was down 16% relative to 2022 at 10.5m sq ft.
West End take-up was down 27% to 3.6m sq ft, against a
supply-constrained backdrop, but City take-up was up 1% to
5.3m sq ft, buoyed by several large pre-lets, including HSBC
and Clifford Chance, both of whom will vacate their existing
space in Canary Wharf. However, active demand is high, rising
from 5.7m sq ft at December 2022 to 9.9m sq ft at December
2023 suggesting substantial pent-up requirements.

Another important market indicator is the development
pipeline, which remains restricted as a result of increases in
construction and finance costs, coupled with a more difficult
planning backdrop. Across central London, CBRE estimates
12.9m sq ft of space will complete between 2024 and 2027,
31% lower than the total over the preceding four years.

5.0m sq ft (38%) is pre-let and 7.9m sq ft is speculative.
Relative to average take-up over the last 10 years (12.1m sq ft),
speculative completions equate to just eight months’ supply.

Investment market

Investment activity was subdued in 2023 with investor
sentiment impacted by the limited availability and high cost of
debt. Transactions in the year totalled £5.2bn, which compares
to the 10-year average of £12.7bn.

In the West End, smaller assets (typically sub-£100m) were the
most liquid and robust in terms of pricing, with purchasers less
reliant on debt financing. In the City, where the average lot size
is larger and investors are generally more leverage-dependent,
pricing showed greater weakness, in particular for buildings in
more secondary locations.

Well-located, value-add assets have continued to find a
market, albeit at repriced levels. By contrast, demand for
secondary assets and leaseholds remains constrained.

With the pace of inflation continuing to slow in the UK and the
hike in interest rates appearing to have concluded, the cost of
debt is starting to moderate as lender risk appetite shows signs
of recovery. Consequently, there are early signals that investor
sentiment is starting to turn a corner. London, and in particular
the West End, remains an attractive location for domestic and
international investors and is likely to benefit from any positive
shift in momentum.

The number of potential investors has started to increase, and
we expect 2024 and 2025 will present interesting acquisition
opportunities for well-capitalised investors that can move
quickly, for several reasons. The number of refinancings is
gathering pace, with many borrowers facing both increased
debt costs and an equity gap. At the same time, a number of
funds are having to deal with ongoing redemption requests
which is leading to them selling their more liquid assets.

Strategic report

Take-up (million sq ft)

0 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023
W West End

City

Docklands, Midtown & Southbank

Floorspace (million sq ft) Vacancy rate (%)

12 12

10 10

0 20012003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 O

W Completed

Under construction let/under offer

Vacancy rate

=== Completed average
Under construction available

Investment transactions (£bn)

22
20

1
i
1
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L
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2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

Average
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INVESTMENT CASE

A well-placed

Well-recognised
brand and
experienced team

©

Strong demand
for prime
London offices

Our portfolio

and people
together deliver
long-term
performance
Responsible
value creation
Differentiated

design-led and
amenity-rich
approach




A brand renowned for design
and innovation

Established team with a
strong track record of success

See page 30

London is a global city,
attracting a range of occupiers

Quality offices play a key
role in the ‘war for talent’

See page 13

Opportunity-rich portfolio-
44% with regeneration potential

72% located in the West End
where demand is strong

See pages 24 to 29

Matching product to location
through bespoke design

Portfolio-wide approach to amenity

made possible by village clusters

See pages 20 to 23

Ensuring value creation for all
stakeholders

Investing in self-generated electricity as
part of our commitment to NZC by 2030

See pages 42 to 55

Strong balance sheet with
modest leverage

Focus on long-term dividend
growth, well covered by earnings

See page 36

Strategic report
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Unique design

6-8 Greencoat Place SW1 - heritage regeneration

e 6-8 Greencoat Place (32,400 sq ft) is part of our 287,000 sq ft Victoria portfolio.
e Aformer Victorian warehouse, it was originally part of the Army & Navy stores.

e We have been regenerating the entire block, which includes Greencoat & Gordon
House and Francis House, in partnership with architect Squire & Partners.

e Following this regeneration which completed in 2021, it was fully leased to Fora
on a 15-year lease at £68 psf, an uplift from £30 psf before the refurbishment.

Before

‘

.08 pst ‘ r—“ ""l

Headline rent; uplift from
£30 psf pre-refurbishment

Loyr

Term certain lease to Fora




Strategic report

We understand that each organisation has different space preferences and
requirements. Our approach recognises the importance of creating the right
product in the right location. Whether it is retrofitting heritage space or delivering
highly efficient new-build space, we create ‘long-life, low carbon, intelligent’
buildings that meet the evolving requirements of increasingly selective occupiers.

high quality new build, green space

e Originally a collection of 1960s leasehold blocks (143,000 sq ft) held in a
joint venture with The Portman Estate, we acquired full ownership in 2021.

e The large surface car park provided an opportunity to double the floor area.

e The scheme, designed by Hopkins Architects and due for completion in 2025,
includes 206,000 sq ft of Grade A offices at 25 Baker Street, 75% of which
are already pre-let to PIMCO and Moelis.

e In addition, there is 52,000 sq ft of residential - private and affordable.
Five private units pre-sold as at December 2023, with a further two in 2024.

e We are also delivering 28,000 sq ft of new high quality retail space set
around a landscaped central courtyard open to the public.

Before

On completion in 2025 (108% uplift)

Pre-let to PIMCO and Moelis

A
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RIGHT PRODUCT, RIGHT LOCATION continued

ol

i —

Unique prodm:t
& service o

DL/28 in Old Street EC1

We strive for excellence by doing things differently. Our distinctive design-led approach
This applies not just to the physical spaces that we . Des'g” excellence is at the heart of
. . our pusiness.
create, but also to the amenity and services we offer . :
. . . . . o We believe well-designed space has the
our occupiers, delivering many tangible benefits. power to inspire Innovation, promote
As well as attracting occupiers to our portfolio, collaboration and drive collective

this encourages them to remain with us as their productivity.

businesses evolve e Every building is unique, requiring a design

that complements its character and
location and uses the right materials to
create the right aesthetic.

e We look to provide generous space with
a focus on volume and light, as well as
flexibility to ensure space can be adapted
to a diverse range of occupiers and
consequently stand the test of time.

e Amenity is also important, including
generous reception areas, cycle facilities,
the provision of outdoor space and our
unigue member benefits.

e We look to the future, considering new
construction techniques, alternative low
carbon materials and the adoption of
intelligent systems within our buildings.



rategic report
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DL/ MEMBERS

Our unique ‘Furnished +

Flexible’ product

e We continue to deliver our
‘Furnished + Flexible’ product

Exclusive DL/Member benefits

We have designed our member offering to be available to all of our office occupiers, no
matter the size of building they occupy. Access is complementary and covers a range of

across smaller units, typically
less than 10,000 sq ft.

144,400 sq ft of the portfolio
has already been delivered with
a further 21,500 sq ft planned.

These are ready-to-occupy, fully
furnished units which provide
occupiers with their own front
door and are generally let on
shorter lease terms.

We apply our design principles
to these units to ensure they
have a distinctive look, but also
that they meet the needs of
their particular locations.

SHED
%\ x
[+ 4
>
W

+31A

EREY

different benefits:

DL/ Lounges

Beautifully designed multi-purpose spaces
for our occupiers to work, meet, socialise
and attend events. High-spec meeting
rooms and private event space are also

available to hire on a pay-as-you-go basis.

We have two strategically located lounges
in operation-DL/78 in the west (Fitzrovia)
and DL/28 in the east (Old Street).

DL/ App

A digital platform for us to communicate
with our members and to offer exclusively
negotiated discounts from a range of
businesses, including local coffee shops,
restaurants and wellness brands. It also
provides a quick and easy way to book
meeting rooms at our DL/Lounges.

DL/ Experience

An in-house team dedicated to ensuring
our occupiers receive an excellent
‘front-of-house’ experience and bringing
value-added services across our buildings.
They run a programme of curated events
throughout the year, including networking
events, rooftop yoga, film screenings,
charity activities and competitions.

DL/ Service

This year we introduced DL/Service, a food
and beverage offering operated out of a
number of our buildings. With a diverse
all-day menu, it provides preferential
pricing to our members. Catering is also
available to order with meeting room and
event bookings. See page 133 for details.

Our portfolio-wide approach allows us to connect and build communities within our portfolio
and ensures this enhanced amenity is delivered in a cost-effective way.
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OUR PORTFOLIO

12% of our portfolio is located in the West End

Our portfolio weighting by villages — 13 in London (98%)

Il West End Central City Borders
B Fitzrovia 34% Old Street 12%
B Victoria 9% Shoreditch & Whitechapel 7%
[l Soho/Covent Garden 7% Clerkenwell 6%
B Marylebone 7% Southbank 1%
B Paddington 7%
B Mayfair 2% B Scotland 2%

West End Borders & Other

Islington and Camden 6%

Valuation Ma rylebone
Paddington
Paddington
Buildings Tenants © = Marylebone
==
Floor area
Mayfair

Contracted net rental income Estimated rental value'

2022: £204.2m 2022: £304.6m

True equivalent Weighted average unexpired
yield lease term (WAULT) - to break
2022:4.88% 2022: 6.4 years

1 After additional capex of £228m.

EPRA net initial yield

2022:3.7%

"Topped-up’ WAULT -
to break

2022:7.2 years



King’s Cross =
St. Pancras @

62

Euston

Fitzrovia

Tottenham
Court Road
>e

Bond Street

E.J
Soho/
Covent Garden
e =
Victoria . 3
Victoria
©
Pimlico
o =
Vauxhall

Islington

Angel

Clerkenwell

Farringdon
Holborn

o =

© =X 5e

Strategic report

>
Old Street

Shoreditch

o=

Liverpool Street
>e

>€ Whitechapel

The City

Blackfriars Fenchurch Street

e = =

. Cannon Street
River Thames

o =
London
Bridge

Waterloo

o =
Southbank

o =
Elephant and Castle

Key

Whitechapel

Tower
Gateway
DLR

Brixton

Villages
Properties

@ Conditional acquisition
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REGENERATION PROJECTS

We investin a ,
. . On-site developments
combination of

development and 457,000 sq 1t)

refurbishment 25 Baker Street W1 Network W1
projects across Target completion H1 2025 Target completion H2 2025
the portfolio. '

We typically invest £150m to £250m in the
portfolio each year.

Refurbishment projects usually fall

into one of two categories: rolling or
comprehensive. We reposition properties
with enhanced amenity and general
upgrades which grow income and future-
proof asset value. Simultaneously, part
of our activity relates to EPC upgrade

works to ensure compliance with evolving 298 ,O O O Nej fJ[ 139,0 O O Sq ft

environmental legislation. 68.4% of our

portfolio is rated EPC A or B (including BREEAM: Outstanding (target)’ BREEAM: Outstanding (target)
projects), with a further 19.1% rated C. NABERS UK: 4 Star+ (target)' NABERS UK: 4 Star+ (target)
The timing, pace and extent of rolling Embodied carbon: Embodied carbon:
refurbishments depends on when we get c.600 kgCO,e/sqm c.530 kgCO,e/sqm

space back. On completion, we anticipate Total capex: £290m, plus Total capex: £125m

being able to achieve an attractive uplift estimated overage of £26m Leasing: Speculative

in rental value.

Leasing: 75% pre-let
(commercial office element)’

Major projects and refurbishments

are classified in the "With Potential” or
‘Under Development’ sections of our
balanced portfolio. On completion, they
will typically move into the ‘Core Income’
category where we continue to create
value through asset management.

e See page 29 1 Excludes offices at 30 Gloucester Place.

Regeneration project timeline
2024 2025 2026 2027 2028 2029 2030+

25 Baker Street :
: : Holden House

50 Baker Street
Old Street Quarter

230 Blackfriars Road

Selected refurbishments



Medium-term developments

(c.390,000 sq ft)

Holden House W1
From 2025

Proposed

clS0,000 sq ft

Existing

£ 9060001

Long-term developments

950,000+ sq ft)

Old Street Quarter EC1

From 2028+

Proposed
750,000+ sq ft

Existing

400,000 sq ft

Selected refurbishments

AW

Ml -
AL

1-2 Stephen Street
w1
Rolling from 2023

Passing rent!

£6/ psf

Estimated rental value?

£/0+ psf

1 ‘Topped-up’ office rent.

Greencoat &
Gordon House SW1

Comprehensive from 2025
Passing rent’

£04 psf

Estimated rental value?

270+ psf

2 ERV after capex.

Strategic report

50 Baker Street W1 (50:50 Jv)
From 2026

B M;’ == Proposed (at 100%)
_ _J"’?‘ c.240,000 sq ft

oz é Existing (at 100%)

""l’? 122,300 sq

230 Blackfriars Road SE1

From 2030+

BT M | B Proposed

£ s 200,000+ saf
‘ A Il '+ Existing

o HES

20 Farringdon Road

Middlesex House
W1 EC1

Rolling from 2025 Rolling from 2027

Passing rent’

£59 psf

Estimated rental value?

£/0+ psf

Passing rent’

£08 psf

Estimated rental value?

280+ pst

27
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BUSINESS MODEL & STRATEGY

Our portfolio and people together deliver
long-term performance

We apply our asset management and regeneration skills to the Group’s 5.4m sq ft property
portfolio by combining our people, relationships and financial resources to add value and
grow income. Stakeholder, climate change and wider ESG impacts form key considerations
in the strategy we pursue for each individual property. This benefits the communities in
which we operate and the wider environment.

0 e See page 5
How we add value

Core activities

Asset management
Understanding our occupiers helps
us tailor buildings and leases to their
needs thereby reducing vacancy,
growing our income streams and
adding value

To optimise returns
and create value

To grow recurring
earnings and

Refurbishment & development

Our focus on design, amenity and
innovation creates sustainable and
adaptable buildings, characterised by
generous volumes and good natural
light with high quality amenities

Strategic objectives

To attract, retain
and develop
talented employees

To design, deliver
and operate our
buildings

Investment activity

We recycle capital, acquiring
properties with future regeneration
opportunities to build a pipeline
of projects and disposing of
those which no longer meet our
investment criteria and forward
return expectations

e See pages 32 to 36

To maintain
strong and
flexible financing

responsibly

Annual priorities are set for each strategic objective

from a balanced cash flow
portfolio

Dedicated A passion to
& adaptable improve London'’s

office spaces

Culture

Progressive
& pragmatic

Strong customer
focus

O

s See pages 52 and 53

Collaborative
& supportive

‘Open door’
and inclusive

Governance framework © see page 30

Performance & remuneration

Success against our objectives is measured using our
KPIs and rewarded through our incentive schemes

Risk management

Risk management is integral
to the delivery of our strategy



‘Core income’

Buildings where most of the
repositioning activity has taken place,
but we use our asset management skills
to continue to grow income and value.

We plan for a portfolio balanced
between ‘Regeneration’ and ‘Core
Income’ assets. At 31 December
2023, our portfolio was split

44% 'With Potential’ or ‘Under
Development’ and 56% ‘Core
Income’. The balance may fluctuate
depending on the market cycle.

Core activities

How we add value

Sell relatively lower returning
assets; capital recycled into
higher returning opportunities

Future appraisal
22%

sq ft'

rent

On-site
schemes

Continue to add value through
satisfying occupier needs,
minimising voids, growing
income and further upgrades

with pre-let(s) and fixed price contracts

£200.0m (gl

Secure planning consent; refurbish or redevelop,
adding floor area where possible; seek to de-risk

Strategic report

‘With potential’ or

‘Under development’

Buildings either on site or with
potential to add further value through
regeneration. We have excluded the
proposed major development at Old
Street Quarter EC1 as completion of
the purchase contract signed in May
2022 is conditional.

Buy properties with modest

usually income-producing

449

Under
development/
potential

capital values and potential to
upgrade and/or add floor area;

Explore the best
plan for a building
whilst maintaining
income; agree
landlord breaks at
future dates which
provide flexibility
over vacant
possession for
regeneration

Portfolio characteristics

Core income

On-site schemes

Floor area: 0.44m sq ft
Pre-let income: £15.6m
WAULT: 13.4 years
Rent: £102.73 psf

ERV: £92.19 psf

1 Comprises 4.95m sq ft of existing buildings plus 0.44m sq ft of on-site developments.

2 Includes Future appraisal, Under appraisal and Consented categories.

Potential schemes?

Floor area: 1.91m sq ft
Rental income: £65.6m
WAULT: 4.1 years

Rent: £49.94 psf

ERV: £51.82 psf

29
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BUSINESS MODEL & STRATEGY continued

Our strategy is well established and explains how we aim
to fulfil our purpose for the benefit of all our stakeholders.

Strategic
objectives

Successful implementation of the
Group’s strategy requires our teams to
work together with a shared vision and
common values.

These include focusing on creative

design and ensuring sustainability

and responsibility are embedded in
everything we do.

We have fostered an inclusive culture
that is progressive and hard-working,
building a team passionate about
improving London’s office space.

This strategy is defined through our
five strategic objectives:

1| To optimise returns and create
value from a balanced portfolio

2| To grow recurring earnings and
cash flow

3| To attract, retain and develop
talented employees

4 Todesign, deliver and operate
our buildings responsibly

5 To maintain strong and flexible
financing

a See pages 32 to 36

Total return

Real estate is cyclical, impacted by many
different factors. Our business model

of value creation through regeneration
requires a long-term approach with
conservative leverage.

Risk
management

Risk management is an integral part of
our business as we seek to achieve the
appropriate balance of risk and return.
The level of risk is monitored regularly
and is split into categories considering
the likely impact on strategy, operations,
financial position and stakeholders.

We take a long-term view on planning,
risk mitigation and financial discipline
as our projects may take many years
to complete.

Annual preparation of a five-year plan
helps us identify risks and opportunities.
[t enables us to anticipate and maintain
a balance between income/dividend
growth and value adding through
higher risk projects, both now and into
the future. It also helps us monitor

our responsibilities to our various
stakeholders.

Long-standing relationships with

our supply chain form an important
source of value and help mitigate risk.

6 Principal risks/ See page 94

Q Emerging risks/See page 102

Index (31 Dec 2007 = 100)

Performance
& remuneration

Key Performance Indicators (KPIs) help
us measure performance and assess the
effectiveness of our strategy. These are
listed for each objective on pages 32 to 36.

The main performance measures
we use to ascertain overall business
performance and determine the
majority of the variable elements
of executive remuneration are:

Total return (TR) - Combines our
dividends with the movement in net asset
value per share (measured using EPRA
NTA) to provide an overall return for the
year, measured against a peer group.

Total property return (TPR) —Measures
the income and movement in value from
our properties, compared against an
index of other relevant properties.

Total shareholder return (TSR) -
Compares our dividends and share price
movement with the relevant index.

These metrics ensure strong alignment
between the interests of shareholders
and our decision makers. In addition,
non-financial targets represent 25% of
the potential annual bonus and 10% of
the potential LTIP, which measure our
success in meeting ESG and climate
change responsibilities and the needs
of other stakeholders.

Remuneration Committee report/
See pages 172 to 197

300

250

/_/ ~N

200 /

150 /

100 N

50

0 2007 2009 20Mm 2013

2015 2017 2019 2021 2023
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STRATEGIC OBJECTIVES

. To optimise returns and create
value from a balanced portfolio

We plan to optimise returns from a
portfolio which is balanced between
properties with potential to add
further value through regeneration
and those which have already been
repositioned but where our asset
management skills can continue

to grow value and income. This

is measured by reference to the
balanced portfolio split as set out on
page 29 and is constantly changing
depending on where we are in the
property cycle and where individual
properties are in their life cycle.

Having a pipeline of current and
future projects is a key part of our
strategy as returns generated from
value-enhancing projects help

us outperform our benchmarks
(principally the MSCI Central London
Office Index). These projects often

Maintaining a balanced portfolio
enables us to start schemes
speculatively. However, we often
look to de-risk projects by agreeing
pre-letting terms with one or more
tenants during the construction
period. The momentum that this
provides encourages us to consider
the next phase of our project
pipeline, adding further value
where we see opportunities.

Given the inherent risk of
development projects, we seek to
balance these with ‘core income’
properties in the portfolio where the
focus is on customer relationships
and maintaining or growing income
through active asset management.
This enables us to achieve the
appropriate balance of risk and
return for the business.

take several years with profits derived
from a combination of planning uplift,

the regearing of leases and physical
refurbishment or redevelopment.

We regularly review the portfolio to

identify capital recycling opportunities

which involves disposing of assets where we believe most of the upside has
been captured or which no longer meet our investment criteria.

2023 Priorities and progress

2023 Priorities Progress

Progress 25 Baker Street (D)
W1 and Network W1 and
secure pre-lets

Good progress made and both projects
on track to complete in 2025.100% of
construction costs fixed. Office space at
25 Baker Street is now 75% pre-let and
five residential units pre-sold at Dec 2023

Let remaining space at (D)
The Featherstone Building
EC1 and Soho Place W1

A further 81,700 sq ft of combined space
was let, adding £6.4m of income to the
portfolio

Progress planning O
applications for 50 Baker

Street W1JV and Old Street
Quarter EC1

Advanced our master planning exercise
for Old Street Quarter and engaged with
Westminster City Council on 50 Baker
Street proposals

Seek further opportunities ()
within the portfolio to

upgrade or reposition

assets to maximise returns,
increase our ‘Furnished +
Flexible’ offering and explore

Life Sciences possibilities

Explored various options to reposition a
number of assets, including 20 Farringdon
Road EC1 and Middlesex House W1.
Additional 80,800 sq ft of space converted
to ‘Furnished + Flexible’ during the year,
a127% increase

449

of assets ‘Under development/With
potential’ (by area) /see page 29

06%

of assets ‘Core income’ (by area)

Performance measures:

a KPls/See page 37

Principal risks:
1] 5] 45 [ealssfec)alre
7c] 8o Jiol

e See page 94
Emerging risks:

(A] 5]
s See page 102

2024 Priorities

e Make further progress on
25 Baker Street and Network,
including additional pre-lets
and residential pre-sales

Let the remaining space at
The Featherstone Building,
Soho Place and elsewhere

Secure planning for 50
Baker Street JV and progress
plans for Old Street Quarter

Dispose of properties
that no longer meet our
investment criteria

Review emerging
acquisition opportunities




. ‘To grow recurring

earnings and cash flow

Property valuations are essentially
determined by contracted and
expected future cash flows combined
with a market yield which takes
account of risk, growth expectations,
quality, environmental considerations
and other factors.

Establishing the right strategy for

a property can both add value

and increase cash flow, but these
may occur at different times of the
property cycle. Value creation tends to
occur first as expectations that rent
will grow above its current passing
level emerge, referred to as ‘reversion’,
with an uplift in cash flow captured
later upon lease events such as rent
reviews, lease regears and other forms
of lease restructuring.

Using established relationships with
occupiers, and with a focus on local
communities and other stakeholders,
our asset managers capture
reversion by:

e working closely with our occupiers
and consultants to arrive at
appropriate rent review outcomes;

e negotiating with our occupiers
to extend leases or remove break
clauses;

e coordinating ‘block dates’ to gain
possession of buildings when a
regeneration scheme is planned;

e reviewing levels of ‘grey’ space, i.e.

floor area that is let but which is
not currently occupied or is being
marketed by an occupier; and

e trying to anticipate our occupiers’
needs, thereby optimising income.
Examples are fixed or minimum
rental uplifts and a flexible
approach to dilapidations
and alienation clauses.

We believe that by creating the right space and providing our occupiers with
the flexibility, adaptability and amenity they are increasingly looking for we
can generate further rental growth in the future.

2023 Priorities and progress

2023 Priorities

Progress

Deliver DL/28 and
continue to build on our
customer membership
offering

@ Completed and opened DL/28 in October,
launched DL/Service (food and beverage
offering) in a number of our buildings and
expanded our member discount offers

Proactively manage
upcoming expiries/breaks
and vacancies to retain
or increase income

where viable

@ Carried out asset management activities
over 670,000 sq ft, increasing rent by
3.5% to £41.5m. Our combined retention
and re-let rate was 65% and average
lease length was stable at 6.5 years

(2022: 6.4 years)

Look to upgrade existing @ Invested £36m on smaller upgrade

stock where opportunities
arise to maximise income

projects across the portfolio

Strategic report

' Achieved O In progress O Not achieved

1./%

increase in like-for-like gross
rental income in 2023

4.0%

EPRA vacancy rate

Performance measures:

[1]2]s]4]7]9]w0

a KPls/See page 37

Principal risks:

Kl K1 & E B B 9
DEDan

e See page 94
Emerging risks:

Alefc]o]e]
s See page 102

2024 Priorities

e Continue to proactively
manage upcoming
reviews, expiries/breaks
and vacancies to retain or
increase income

Work to reduce irrecoverable
property costs
Look to upgrade existing

stock where opportunities
arise to maximise income

Further promote DL/Lounges
and DL/Service and continue
to build on our member
offering

33
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STRATEGIC OBJECTIVES continued

. To attract, retain and develop
talented employees

Our employees are vital to the
successful delivery of our strategy
and long-term business performance.

We are an inclusive and respectful
employer that welcomes diversity

and promotes equality. We have a
high performing, progressive and
collaborative culture, coupled with

a consultative and professional
leadership style, focused on teamwork,
integrity and long-term relationships.

Our employees are our brand
ambassadors and we invest
considerable time and resources in
their development and growth. The
Group enjoys a high rate of staff
retention with 43% having been with
the business for at least five years.
When we recruit externally, we look
for diverse, outstanding individuals
who can bring creativity, skills and
competencies to the business.

The Group's reputation stems from
behaviours and values promoted by
the Board and Executive Committee.
These are reinforced through our
induction programme, performance
management process, core skills
workshops and our management
and leadership training.

Our structure enables complex
transactions to be managed effectively
and decisions made quickly with the
overall aim of creating value and
driving income growth across our
portfolio. Although we are organised
by discipline, we assemble specific
project teams from across the business
to increase creativity and innovation.

We undertake an annual anonymous
staff survey which achieves a high
response rate. This provides an
important forum for staff to provide
feedback which helps us identify areas
where we have made a positive impact
and areas for future improvement.

We remain focused on embedding our diversity and inclusion ambitions

throughout the business.

2023 Priorities and progress

2023 Priorities

Progress

89%

Proud to work at Derwent London

83%

Overall employee satisfaction

83%

Staff retention rate during 2023

Performance measures:

Q KPls/See page 37

Principal risks:

sa]7a]7alrcl 8 f o Jiof 1]
Q See page 94

Emerging risks:

Further embed diversity @© Joined Business Disability Forum and B

and inclusion, focusing
on disability

completed self-assessment programme.
Conducted internal disability survey to
identify proportion of our employees
with disability or long-term condition

Maintain focus on future
succession planning

18 internal promotions, including
two to the Executive Committee

Provide further health
and wellbeing initiatives

Variety of health and wellbeing
workshops and initiatives provided.
See page 53 for details

Analyse ‘pulse survey’
results and take
appropriate action

Initiatives to improve collaboration
introduced, including team coaching
and personal development plan training
for line managers, and workflows
streamlined through DIT activities

Run fifth biennial
employee survey
(October 2023)

Conducted fifth employee survey
with high 94% response rate

e See page 102

2024 Priorities

e Host four individuals
through the #10,000
Interns programme
Inclusive management
training for line managers

Progress work on Disability
Strategy and Action Plan

Take appropriate action
identified by employee
focus groups following
staff survey
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' Achieved O In progress O Not achieved

. To design, deliver and operate

our buildings responsibly

Delivering well-designed, adaptable,
occupier-focused buildings with
enhanced amenity is an integral part
of our business model. We believe
these buildings offer better long-term
value for customers through more
efficient occupation, reduce letting
risk and void levels, and command
stronger rents, yields and values.

Setting high standards for design

and environmental responsibility
builds flexibility, longevity and climate
resilience into our portfolio, both

new schemes and the properties

we manage.

To meet our target of becoming a
net zero carbon business by 2030,

we must deliver buildings that are
increasingly energy efficient, powered
by renewable energy and have very
low embodied carbon footprints.
Likewise, we must reduce the reliance
of our managed properties on
natural gas and further lower their
energy consumption and associated
operational carbon footprints.

Our approach to becoming net zero
carbon is set out in further detail on
pages 46 to 49, together with our full
TCFD (Task Force on Climate-related
Financial Disclosures) disclosure on
pages 104 to 117. A phased programme
of works to upgrade EPC ratings to
ensure compliance with evolving
Minimum Energy Efficiency Standards
(MEES) legislation is underway.

We work with our stakeholder groups
to ensure we are meeting their
expectations and standards, as well
as acting responsibly. This ranges from
engaging with the local communities
around our buildings, through using
the best designers and contractors,
to ensure our portfolio meets the
standards we set (see pages 42

and 43). In 2023, we updated our
Responsible Development Brief to
keep our targets at the forefront.

We aim to ensure our portfolio is fit for purpose over the long-term and
continues to generate the returns we expect.

2023 Priorities and progress

2023 Priorities

Progress

Rebase our SBTi targets
t0 1.5°C scenario

@ Rebased near-term SBTi-verified target
to 1.5°C-aligned scenario

Convert occupier @ Engaged with 104 occupiers

engagement into
lower energy usage

(44% of ERV)

Progress EPC @ EPC upgrade works incorporated

upgrade plans

into asset management plans

Align our Net Zero Pathway (O Formal publication of UK TPT delayed

with UK'’s Transition
Plan Taskforce (TPT)

until late 2023; we provided comments
prior to publication

Further develop our carbon @) Internal workshops held to define our

impact measurement
approach

approach to carbon impact measurement

Complete and implement @ New Social Value Strategic Framework

new Social Value Strategic
Framework

launched

68.4%

EPC rating A or B, including projects
(by ERV)

10%

Reduction in energy intensity
since 2019 baseline (kWh/sgm)

21%

Increase in operational carbon emissions
(Scope 1, 2 & 3 excl. embodied carbon)
since 2022 (tCO.e)

Performance measures:

1] 3 nfiafisfie]ss

s KPls/See page 37

Principal risks:
AnEn@EE
(8] Jiofn]

a See page 94
Emerging risks:

(Afc]o]e]
Q See page 102

2024 Priorities

e Collaborate with occupiers
to reduce energy usage

Review and expand material
Scope 3 inventory elements,
including those relating to
occupier energy which we
do not procure

Complete double-
materiality assessment
(see page 48 for definition)
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STRATEGIC OBJECTIVES continued

flexible financing

We finance our business using equity and
a moderate level of debt from a wide
variety of sources. We are relationship-
driven and value consistency and
reliability with our lenders but we also
look to be progressive and innovative.

Our overriding principle is one of
modest financial leverage and generous
interest cover, to balance the relatively
higher risk attached to our regeneration
schemes. Using a combination of
unsecured flexible revolving bank
facilities and longer term fixed rate
debt (both unsecured and secured),

we can adjust the level of drawn

debt to our day-to-day requirements.

We aim to maintain considerable
headroom under our facilities to enable
us to move quickly when acquisition
opportunities arise. This has a cost

in terms of non-utilisation fees but
demonstrates that cash flows can be
funded without delay. It also reassures
our management team and our
stakeholders that the development
pipeline is capable of being financed
and delivered without overstretching
the balance sheet.

. To maintain strong and

Our financing model is based on the
following principles:

e conservative financial leverage;

e a strong focus on interest cover
to support our credit rating
(Fitch issuer default rating of
‘BBB+’ with a stable outlook);

e borrowing from a diverse group
of relationship lenders who
understand and support our
business model;

e managing the cost of debt but
also looking to have significant
protection against interest rate
fluctuations and long average
debt maturities;

e keeping structures and covenants
simple and understandable and
thinking ahead; and

e ensuring the Group's financing
strategy supports and is consistent
with our overall business goals.

This approach provides financial
stability and helps us when
considering issues such as going
concern and viability statements.

We value long-term relationships with our lenders, valuing the stability and
mutual understanding that this creates over an approach that seeks the

very lowest funding cost.

2023 Priorities and progress

Priorities

Progress

Maintain or strengthen
available facilities

@ Maintained existing facilities throughout
the year

Maintain sufficient @ [nterest cover remains strong at 4.1 times;

headroom on

financial covenants

property income could fall by 65% before
breaching the interest cover covenant.
High level of cash and undrawn facilities
maintained (£480m at December) and
EPRA LTV remains low at 27.9%

Review refinancing options
for the £83m 3.99%
secured loan due in 2024

©

Positive discussions started with a variety

of lenders to renew or refinance this facility

Continue to keep
close to our existing
relationship lenders

Maintained regular dialogue with all our

lenders throughout the year and hosted a

number of property tours

' Achieved O In progress O Not achieved

Our REIT status

Derwent London plc has been a
Real Estate Investment Trust (REIT)
since July 2007. The REIT regime (see
page 285) was launched to provide
a structure which closely mirrors the
tax position of an investor holding
property directly and removes tax
inequalities between different real
estate investors. REITs are principally
property investors with tax-exempt
property rental businesses, but
remain subject to corporation tax
on non-exempt income and gains.
In addition, we are required to
deduct withholding tax from certain
shareholders on property income
distributions and, in 2023, £9.7m
was paid to HMRC.

Performance measures:

@ KPls/See page 37

Principal risks:
112 ]s]e]sfealralrsoc)
(8] Jio]n]

a See page 94

Emerging risks:

2024 Priorities

e Agree and execute strategy
for £83m 3.99% secured
loan due in 2024

Consider refinancing

options for £175m
convertible bonds and
£55m private placement
notes due to mature
over the next 24 months

Maintain substantial
headroom on financial
covenants

Continue to maintain
close relations with
our existing lenders
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MEASURING OUR PERFORMANCE

Measuring our
performance

We use a balance of financial and non-financial key performance indicators
(KPIs) to measure our performance and assess the effectiveness of our strategy.
They are also used to monitor the impact of the principal risks that have been
identified and a number are used to determine remuneration.

Key Performance Indicators

Non-Financial

Operational measures Gearing measures Operational measures Responsibility measures

BREEAM ratings

Energy Performance
Certificates

Energy intensity’

Total return Gearing & available Reversionary percentage

Total property return ESeUEE
Interest cover ratio

Development potential
Total shareholder return Tenant retention

EPRA earnings per share Void management

Embodied carbon intensity'
Accident frequency rate
Staff satisfaction

Key to strategic objectives

[l To optimise returns
and create value from
a balanced portfolio

2] To grow recurring

earnings and cash flow

. To attract, retain
and develop talented
employees

. To design, deliver and
operate our buildings
responsibly

|51 To maintain strong
and flexible financing

Audited
“ Assured

3 Remuneration
e Strategy/See page 30

1 KPlintroduced in 2023.
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MEASURING OUR PERFORMANCE continued

Financial

1. Total return (TR)

Total return is the movement in EPRA NTA plus dividends paid
during the year. Our aim is to exceed the average of other major

real estate companies (our ‘benchmark’).

6.6%

(3.9)%

2019

‘ Derwent London

2020

(1.8)%

(12.8)%

Our performance
Total return in 2023 was -11.7% against a benchmark of about
-0.6% based on current estimates. Over the past five years, our
average annual return is -1.7%, a 1.7% p.a. outperformance
against the benchmark (-3.4%). This demonstrates the ability of
our business model to generate above average long-term returns.

2 3 4 5

Strategic objectives |1

A QR

17.8%

5.8%

2021

2022

(6.3)%

(14.)%

3. Total shareholder return (TSR)

This measures the Group’s success in providing above average
long-term returns to its shareholders.

2023
(0.6)%

1.7)%

Weighted average of major UK REIT companies

We compare our performance against the FTSE UK 350 Super
Sector Real Estate Index, using a 30-day average of the returns
in accordance with industry best practice.

36.3%
26.4%

2019

|4 Derwent London

2020

(14.1)%
(16.6)%

Our performance
The fall in the share price during the year, in comparison to those
of our peers mainly invested in other property sectors, meant that
the Group underperformed its benchmark index in 2023. Despite

this, our ability to deliver long-term returns is demonstrated by the

27.2%

10.3%

2021

2022

(28.2)%
(31.1)%

8.4%
1.5%

2023

FTSE UK 350 Super Sector Real Estate Index

fact that £100 invested in Derwent London 10 years ago would,
at the end of 2023, have been worth £122, which is just below the
benchmark index of £126.

Strategic objectives |1

21 B3] 4 5

2. Total property return (TPR)

This is used to assess progress against our property-focused
strategic objectives. Our aim is to exceed the MSCI Central London
Office Index on an annual basis and the MSCI UK All Property Index
on a three-year rolling basis.

Annual
7.4%
6.3% 5.9%
41%
0.3% 2022 2023
2019 2021
4%
2020 3-4)%
8.0% 73I%7.9)%

A Derwent London MSCI Central London Office Index

Three-year rolling

7.1%

5.8%
4.6% 4.7% 51%
1.6% 11% 1.7% 2.1%
2019 2020 2021 2022 -
(1.5)%
Derwent London MSCI UK All Property Index 2023
perty

Our performance

Good progress on delivery and de-risking of projects resulted in a
0.6% outperformance of the MSCI Central London Office Index
during 2023. Derwent’s three-year rolling average was -1.5% p.a.,
a 3.6% underperformance against the MSCI UK All Property Index.
This was mainly due to the strength of the industrial sector in
previous years.

Strategic objectives [1| |2

4. EPRA earnings per share (EPS)

EPRA EPS is the principal measure used to assess the Group's
operating performance and a key determinant of the annual
dividend. A reconciliation of this figure back to the IFRS profit
can be found in note 40 on page 265.

103.1 B 108.5 106.6 o

2019 2020 2021 2022 2023

Our performance

EPRA EPS fell 4.4% to 102.0p per share in 2023. Despite an increase
in gross rental income, mainly due to letting activity at recently
completed developments, this was offset by void costs incurred on
vacant space and higher admin costs.

Strategic objectives |1 |2



5. Gearing & available resources

The Group monitors capital on the basis of NAV gearing and
the LTV ratio. We also monitor our undrawn facilities and
cash, and the level of uncharged properties, to ensure that we
have sufficient flexibility to take advantage of acquisition and
development opportunities.

2022 2023
EPRALTV ratio 23.9% 27.9%
NAV gearing 30.8% 38.7%
Cash and undrawn facilities £577m £480m
Uncharged properties £4,600m £4,202m

Our performance

Cash and undrawn facilities at the year end remains substantial
at £480m, following net investment in our portfolio of £114.6m.

The fall in property values in the year has led to an increase in
the NAV gearing and LTV ratios, but both remain at low levels.

Strategic objectives |5

6. Interest cover ratio (ICR)

We aim for interest payable to be covered at least two times
by net rents. The basis of calculation is similar to the covenant
included in the facility agreements for our unsecured bank debt.

Calculation of this measure can be found in note 42 on page 271.

4.6x 4.6x

4.5x
4.2x 4.1x

2019 2020 2021 2022 2023

Minimum target = 200%

Our performance

The ICR decreased in 2023. Gross income increased in the year
but higher property expenditure resulted in net property income
falling. Despite this, rental income would need to fall by a further
65% before the main ICR covenant of 145% was breached.

Strategic objectives |5

Strategic report

This is used to monitor the potential future income growth of
the Group.

It is the percentage by which cash flow from rental income
would grow, assuming the passing rents increase to the
estimated rental value (ERV), and assuming on-site schemes
are completed and let.

2019 2020 2021 2022 2023
% 79 54 65 49 50

Our performance

The Group's ERV increased by £5.0m to £309.6m. This was
due to rental growth across the portfolio, including the on-
site developments, partly offset by disposals in the year. The
potential reversion at December 2023 was £103.1m, 50% of
the net passing rent of £206.5m, of which 58% is contracted.

Strategic objectives [1 | |2

We monitor the proportion of our portfolio with
refurbishment or redevelopment potential to ensure it
contains sufficient opportunities for future value creation.

2019 2020 2021 2022 2023
% 43 43 48 43 44

Our performance

At the end of 2023, on-site developments represented 8%
of the portfolio with a further 36% identified as potential
schemes. This excludes Old Street Quarter EC1 (conditional
acquisition).

We continue to seek opportunities to achieve the optimal
balance between core income and development potential.

Strategic objectives |1

39

€Z0Z S¥uNo22y pup yioday o]d uopuo yuamiag



40

MEASURING OUR PERFORMANCE continued

Non-Financial continued

9. Tenant retention

Maximising tenant retention, in the absence of regeneration plans,
minimises void periods and contributes towards net rental income.

2019 2020 2021 2022 2023

Exposure (£m p.a.) 10.4 12.5 19.7 13.2  21.5

10. Void management

To optimise our rental income we plan to minimise the space
immediately available for letting.

We aim for this to remain below 10% of the portfolio’s estimated
rental value (ERV).

Retention (%) 83 65 47 59 62 2019 2020 2021 2022 2023
Re-let (%) 7 22 30 20 3 Year end (%) 0.8 1.8 1.6 6.4 4.0
Total (%) %0 87 77 79 65 Average (%) 1.2 1.3 2.3 5.7 4.3

Our performance

Our retention and re-let rate was 65% in 2023. This is mainly due
to minor refurbishment and improvement works being carried
out on a number of units where leases expired towards the end
of the year.

Strategic objectives |2

Our performance

Our average EPRA vacancy rate for 2023 was 4.3% and at the
end of 2023 it was 4.0%. This was helped by strong letting activity
of vacant space, including at recently completed developments
Soho Place W1 and The Featherstone Building ECI1.

Strategic objectives [1 | |2

11. BREEAM ratings

BREEAM is an environmental impact assessment method for
non-domestic buildings.

Performance is measured across a series of ratings: Pass, Good,
Very Good, Excellent and Outstanding.

We target minimum BREEAM ratings of ‘Excellent’ for major
developments and ‘Very Good’ for major refurbishments.

Completion Rating

25 Baker Street W1 H12025" Outstanding®?
Network W1 H22025"  Outstanding?
1 Targeted

2 Certified at Design Stage

3 Excluding the offices at 30 Gloucester Place which was rated BREEAM
'Excellent” at Design Stage

Our performance
Our two developments currently on site were rated BREEAM
‘Outstanding’ at Design Stage.

Strategic objectives [4

12. Energy Performance Certificates (EPCs)

EPCs indicate the energy efficiency of a building. The ratings range
from ‘A" (very efficient) to ‘G’ (inefficient).

We target a minimum EPC of ‘A’ for major new-build schemes and
‘B’ for major refurbishments.

Completion Rating

25 Baker Street W1 H12025 Al2

Network W1 H2 2025 Al
1 Targeted

2 Excluding the offices at 30 Gloucester Place which has a target EPC of B

Our performance
Our two on-site developments are targeting an EPC of A%

Strategic objectives |4



The energy intensity reduction targets are aligned with the
business’ targets to achieve net zero by 2030.

Energy intensity is measured as energy consumption over the
gross internal floor area (kWh/sgm) across our managed
portfolio. The energy intensity target for 2030 is 90 kWh/sgm.
This is a new KPI for 2023.

Strategic report

The embodied carbon intensity reduction targets are aligned
with the business’ targets to achieve net zero by 2030.

Embodied carbon intensity is the measure of total carbon
emissions generated in the construction of new developments
divided by the new gross floor area, measured in kgCO,e/sgm.
This is a new KPI for 2023.

180 ‘ Completion kgCO,e/sqm
G ‘ 25 Baker Street W1 H12025 c.600
140 ; Network W1 H2 2025 c.530
120 | 1 Targeted.

100
80
60
40
20

0

2
o
]
]
]

2022' 2023 2024 2025 2026 2027 2028 2029 2030

2019

2020" 2021

[ | Energy intensity Target

1 2019 to 2022 data restated - see page 60 for details.

Our performance

Energy intensity across our managed portfolio increased by
5% from 2022, but is a reduction of 10% from 2019 baseline.

The increase is primarily associated with Soho Place W1, The
Featherstone Building EC1 and Francis House SW1 becoming
operational following major works.

Strategic objectives |4

This is calculated based on the number of RIDDOR injuries and
incidents during the year multiplied by 1,000,000 and divided by
the total work exposure hours. This was a new KPl introduced in
2021 based on development RIDDOR injuries, and subsequently
revised in 2023 to also include employees and managed portfolio.

2020 2021 2022 2023
Total (%) n/a n/a n/a 3.81
Developments (%) 2.72 1.26 3.60 4.38

Our performance

In 2023, the total AFR was 3.81 with 8 RIDDORs reported. As a
full year of data was not available for 2022, there is no prior year
comparative.

Strategic objectives [4

Our performance

We have worked closely with our designers and contractors to
reduce carbon across our on-site developments, 25 Baker Street
W1 and Network W1. The embodied carbon intensity for both
projects is anticipated to be 600 kgCO,e/sgm or less, in line with
our corporate targets.

Strategic objectives |4

We assess employee satisfaction through a staff survey.

We target a satisfaction rate above 80%.

2019 2020 2021 2022 2023

% 92.5 96.3 90.5 88.4 87.5

Our performance

Although the rate fell marginally in 2023, staff satisfaction
remained high at 87.5%. This strong level is testament to our
collaborative and supportive culture and the pride our staff feel
in working for Derwent.

Strategic objectives |3
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OUR STAKEHOLDERS

Through effective engagement, we build strong

We recognise that we and sustainable relationships with our stakeholders
have a

based on knowledge of their concerns and priorities.

Key stakeholder groups

Local communities & others

Our buildings play an important and positive role in the
communities in which they sit. We are committed to supporting
local businesses, residents and the wider public. Our support
takes many forms, both financial and non-financial. Employee
volunteering, work experience opportunities and building open
days all contribute to establishing and maintaining effective
connections.

Occupiers

Our success depends on our ability to understand and respond to
the changing needs and aspirations of occupiers. We maintain
ongoing dialogue through our Asset and Property Management
teams, provide high quality amenity, such as our Member
lounges, and take a collaborative approach to sustainability.

The success of the business stems from having an experienced,
diverse, inclusive and engaged workforce. We undertake an
annual employee survey. Staff receive training on a variety of
topics and are kept informed of business activities through
monthly town hall meetings and our intranet.

Delivering

value to our o ,
We seek to partner with like-minded businesses for our

sta kehOIderS outsourced activities. Through regular interactions, we operate
our Supply Chain Responsibility Standard which includes our
approach to net zero carbon. We adhere to strict Modern Slavery
standards and are signatories to the CICM Prompt Payment
Code, working to treat our suppliers fairly.

As a responsible business, we are committed to constructive
engagement with central and local government to ensure we
support the wider community. We engage across a variety of
levels including local planners, local community groups and
HMRC. The Group seeks to positively impact policy through
involvement in various bodies, such as the Westminster Property
Association (WPA) and the New West End Company (NWEC).

Shareholders & debt providers

We have an open and transparent approach to engagement with
shareholders and debt providers and see value in these long-
term relationships. It plays an important role in helping inform
our strategy and monitor our governance. We host a variety of
events including roadshows, presentations, property tours and

a combination of one-to-one and larger group meetings. All
material news is published via Regulatory News Services (RNS).




Strategic report

Below we show the contribution provided to Derwent London by our stakeholders and the value we
create in return. Our Section 172(1) Statement for the year ended 31 December 2023, on pages 130 to 133,
demonstrates how these responsibilities influenced some of the decisions taken by the Board in 2023.

Contribution received

Value we create

Value created in 2023

Priorities for 2024

Feedback on the needs
of local communities,
neighbourhoods and
charitable organisations
so that our buildings can
become, and remain,

an integral part of the
community.

Invaluable feedback

on changing occupier
trends and requirements.
Collaboration on our

net zero carbon and
community initiatives.

Benefit of their talent,
skills, knowledge and
experience. Receipt of new
ideas and perspectives.

Expertise and service from
our supply partners.

Better understanding

of public policy and
regulatory frameworks
and influence over policy,
where appropriate.

Long-term and cost-
effective finance, strategic
input and stewardship.

Enhancement of the local
area for the joint benefit
of Derwent London,

our occupiers and

local communities. We
operate as a responsible
neighbour and member
of the community.

Design-led, amenity-rich
‘long-life, low carbon,
intelligent” space which
helps to retain and enrich
talent. A community
‘village’ environment

for our occupiers.

An inclusive, fulfilling
and high-performing
workplace. Initiatives
that support health and
wellbeing. Long-term
relationships with our
occupiers, suppliers and
other key stakeholders.

Sustainable relationships
built on trust and mutual
respect for human rights.

We are helping to lead
the industry in supporting
the Government's net
zero carbon ambitions
and improving the
carbon footprint of

the built environment.
We provide access to
employment and training
opportunities.

Maintenance of our
strong financial position
and delivering, above
average long-term
returns in a responsible
manner.

£464k community fund and
sponsorship donations committed

Host four individuals through
the #10,000 Interns programme

Launched Social Value Strategic
Framework

Prioritise homelessness as a key
focus of the Sponsorship and
Donations Committee

Embed the Social Value Strategic
Framework into all community
initiatives

Promotion of DL/Member benefits
to build occupier awareness

Opened second member lounge,
DL/28, in Old Street

Launched DL/Service initiative in
selective areas of portfolio

Work with occupiers to further
reduce energy consumption

Ongoing roll-out and upgrades of DL/App Ongoing roll-out of Intelligent

Continued engagement and Building programme

collaboration on energy usage

Membership of Business Disability Forum
Ongoing staff training, development and
wellbeing programme

Established Health, Safety & Accessibility
Working Group

Progressed work on Disability Strategy
and Action Plan

Employee health and wellbeing
programme

Engagement with suppliers through our
Supply Chain Responsibility Standard
questionnaire

Prompt payment of suppliers (19 days)

Issued our 2023 Modern Slavery
statement

Represented real estate sector at
Sustainable Markets Initiative (SMI)

50 Baker Street W1 planning application
contained details of our social value offer
Further work with WPA and NWEC

on Oxford Street East regeneration

‘Low risk’ tax status with HMRC was
confirmed in 2023

Conservative financial position and e Maintain an open dialogue through a

leverage (LTV 27.9%)

High interest cover of 4.1 times

series of individual and group events
Maintain conservative financial
position, with a focus on interest
cover

Green finance used to fund projects
at 25 Baker Street W1 and Network W1
Ongoing open dialogue with equity
and debt market participants

Early engagement in relation to
refinancing
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RESPONSIBILITY

Derwent London is committed to high standards of integrity,
transparency and safety, whilst ensuring our buildings are
designed, delivered and operated responsibly to manage
our carbon footprint and ensure climate resilience.

Our seven Environmental, Social & Governance priorities

Environmental

1 Designing & delivering buildings
responsibly

2 Managing our assets responsibly

See page 46

Social

3 Creating value in the community

Our
Responsibility SR
Policy and . A} 4 Engaging & developing our

Strategy set out AR employees

what operating e Bl 5 Ensuring the highest standards
responsibly A4 of heqlt.h & safety .

means to us. A A 6 Protecting human rights

e See our website esee See 20

Governance

7 Setting the highest standards
of corporate governance

eSee page 56



Why

Well-designed, thoughtfully delivered
real estate can positively impact the
environment.

Our energy reduction targets are aligned
with a 1.5°C climate scenario.

To ensure we proactively comply with
forthcoming environmental legislation.

As a long-term investor, the success of our
buildings and our collaborative approach
has a positive social impact.

Our employees are key to our successful
performance and will provide the next
generation of leadership talent.

High employee retention ensures
continuity.

We seek to minimise risks and promote a
safe working environment working with our
supply chain and industry peers, supported
by our Responsible Business Committee.

Acting in a fair and responsible manner is
a core element of our business which runs
through all levels starting with the Board.

Strategic report

How

Energy intensity down 10% since 2019 on our journey to net zero carbon
Collaborating with stakeholders, including occupiers and supply chain
Developing solar park in Scotland as part of electricity self-generation initiative
Purchasing renewable energy on REGO/RGGO-backed tariffs

Stretching embodied carbon targets for regeneration projects

£650m of green finance facilities; £416.5m has been drawn for green capex

High quality carbon credits used to offset residual

£95m EPC upgrade programme to maintain compliance

Partnering with like-minded organisations to amplify impact

Supporting local communities through community funds and donations
Social value creation measured through new Social Value Strategic Framework

Local authority engagement and monitoring of post-completion social impact

Ongoing vocational and compliance training & mentoring
Internship opportunities for people from diverse backgrounds
Proactive mental and physical wellbeing programme

Regularly measuring and addressing employee satisfaction levels

Collaborating with peers on benchmarking and best practice

Empowering employees and contractors to speak up

Remuneration clearly linked to sustainability outcomes
Accountability throughout our organisation

Proactively adopting new and emerging legislation

Respect for human rights across our supply chain

Obtaining third party assurance on our actions and outcomes

Providing staff with access to independently operated whistleblowing system

45

€Z0Z S3unoooy pup jiodsy 9jd uopuo uamiaq



ENVIRONMENTAL

Climate change

Reducing operational energy and

carbon emissions

Our commitment

We are committed to operating our investment portfolio
on a net zero carbon basis by 2030. This involves

driving down our energy consumption significantly,
upgrading and retrofitting our properties to remove

gas use and improve efficiency where feasible, as well

as collaborating with our occupiers.

Energy saving opportunities

Every four years, we are required to perform a portfolio-
wide Energy Savings Opportunity Scheme (ESOS)
assessment. Our 2023 assessment identified several
operational and capex-led opportunities, many of which
are already being implemented across the portfolio,
including changing plant set points, LED lighting,
upgrading BMS sensors, additional insulation, M&E
upgrades and installation of air source heat pumps.

Data environment upgrade

In 2023, we undertook significant work upgrading our
data environment to enhance our data capture and
analysis processes. We also changed our corporate energy
broker, which identified a number of existing energy
contracts that needed to be included. In addition, a
comprehensive floor area review was carried out based
on new and updated surveys, alongside an update in
apportionment methodology. Combined, these resulted
in the restatement of Scope 1, 2 and 3 carbon as well as
historic energy figures and intensity metrics - see page
60 for full details. This results in a revised 2019 baseline
energy intensity of 166 kWh/sgm. Our 2030 target is
unchanged at 90 kWh/sgm. To achieve our target, a 4.2%
annual reduction against the 2019 baseline is required.

Occupier engagement

In addition to having a Net Zero Carbon Action Plan
for each building within the managed portfolio, we
have undertaken significant occupier engagement
(2023:104 occupiers representing 44% of portfolio
ERV) and implemented a variety of opportunities:

e Upgrading existing green lease clauses in our
standard documentation;

e Rolling out intelligent building infrastructure
across managed portfolio for more granular data;

e Providing energy usage data and recommended
reduction targets to occupiers;

e Best practice sharing and issued guidance notes
on energy and water reduction; and

e Holding behaviour change events such as
Recycling Awareness days.

Our commitment

The Group is committed to ensuring that all the
energy we procure - electricity and gas —is from
renewable sources. This means contracting electricity
on renewable tariffs backed by ‘Renewable Energy
Guarantees of Origin’ (REGO) certificates and gas
contracts backed by ‘Renewable Gas Guarantees of
Origin’ (RGGO) certificates.

99% of energy on renewable tariffs in 2023
During 2023, 99% of purchased electricity was

on REGO-backed tariffs (2022: 99%) and 99% of
purchased gas was on RGGO-backed tariffs (2022:
80%). Together, 99% of energy (electricity and gas
combined) purchased in 2023 was on green contracts
(2022: 93%).

All electricity is procured from within the UK and is
from solar, wind or hydro projects which are less than
15 years old.

At 31 December 2023, 100% of our electricity and
gas contracts were on renewable tariffs backed by
REGOs/RGGOs.

Self-generation in Scotland and London

Our Scottish land provides several opportunities which
support our journey to net zero. Among others, in 2023
we received full planning consent for a ¢.100 acre, 18.4
MW solar park at Lochfaulds. Construction is expected
to commence in 2024. On completion in mid-2025, it
is forecast to generate c.40% of the electricity used
across our London managed portfolio (compared to

a 2019 baseline).

Where feasible, we install solar photovoltaic (PV)
panels on our buildings. At 31 December 2023, six
buildings have PV arrays. In addition, we also have
a small PV array at Easter Cadder in Scotland.

During 2024, we will seek to identify our strategy to
self-generate the remaining electricity across the
managed portfolio.
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Climate change is a material issue for society, our sector and our business. Incorporating
the right environmental and climate change measures throughout our business enables
us to operate responsibly across our portfolio and within the community.

Reducing the embodied carbon

of development projects

Our commitment

Under our net zero pathway, new developments and
major refurbishments will be net zero carbon on
completion. We account for 100% of the embodied
carbon in the year an eligible project completes, at
which point it will be offset.

Defining embodied carbon

We carry out whole life cycle assessments on our
projects to inform design decisions and report on the
‘Cradle to Completed Development’ (A1-A5) aspects.
Refer to our Whole Life Carbon Assessment Brief at
www.derwentlondon.com/news/publications/
responsibility-policies.

The ‘Completed Development’ stage of delivery can
be either ‘Shell and Core’ or ‘Cat A" depending on
commercial negotiations with occupiers and may
differ by project.

Stretching targets

We work closely with our design and construction
teams and broader supply chain to assess and reduce
a scheme’s embodied carbon footprint. The wider
industry needs to adapt and work together to fully
achieve our aims and we are active in this endeavour.

Our targets for commercial office new build
developments align with the Greater London
Authority (GLA) and LETi targets. They are phased
by completion dates:

e From 2025: <600 kgCO,e/sgm
e From 2030: <500 kgCO,e/sgm

Our on-site projects are being delivered to align
with our 2025 target:

e 25 Baker Street W1: ¢.600 kgCO,e/sgm
e Network W1: c.530 kgCO,e/sgm

To achieve these targets we hold detailed workshops
with our design teams at each stage of design and

ensure early supply chain engagement on procurement

of low carbon materials. We also collaborate on
industry-wide initiatives.

No major projects completed in 2023. Consequently,
with only six smaller refurbishments completing, our

Offsetting residual carbon
emissions we cannot eliminate

Our commitment

The Group's business model of office regeneration and
operation will, by its nature, result in the emission of
embodied and operational carbon across Scopes 1, 2
and 3. For this reason, whilst we have set ambitious
targets to reduce our carbon footprint as far as possible,
we have committed to offset any residual carbon that
we are unable to either manage out or eliminate.

A focus on quality

These residual emissions will be offset using robust,
verified carbon offset schemes. We plan ahead for our
regeneration projects which may involve the forward
purchase of carbon credits. We acknowledge this is a
changing landscape and refer to latest guidance from
the UKGBC (Carbon Offsetting & Pricing Guidance).

We purchase carbon offsets through our provider
Climate Impact Partners. Offsets already purchased
are validated under the Verified Carbon Standard
(VCS) or the Climate, Community and Biodiversity
Standard (CCB).

We are reviewing a number of offsetting opportunities
across our Scottish portfolio. In 2015, we planted 30ha of
trees under the Woodland Carbon Code, the first verified
credits from which were received in 2021. We have now
progressed our tree planting feasibility study and intend
to plant c.50ha over the next two years. In addition, a
further c.240ha of land has been identified as potentially
suitable for planting, subject to further appraisals.

Scope 3, Category 2 (Capital Goods) footprint reduced
to 799 tCO,e from 32,869 tCO,e in 2022 when two major
projects - Soho Place W1 and The Featherstone Building
EC1-and several smaller projects completed. This has
been offset using robust and verified carbon credits.

Tree planting on our Scottish land
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ENVIRONMENTAL continued

S —_
to net zero

- Future initiatives

e Continue to roll out LED lighting and PIR sensors across
managed portfolio

e Incorporate semi-annual BMS checks into maintenance
contracts to ensure alignment with summer/winter
operation

e Implement recommendations of 2023 ESOS assessment
e Progress removal of gas supplies from buildings

e Ongoing occupier engagement: increase data sharing,
. introduce league tables etc
Achievements e il
Our net zero journey requires a
collaborative approach which is focused on
both the large and the small details. We have
made good progress, but there is more to do.
e Occupier engagement strategy following net
zero survey, including holding green forums
for occupiers

e Carry out EPC upgrade works

e Implement actions identified in Intelligent Building
reports

e Energy saving measures implemented: initial
roll out of LED lighting and passive infrared
(PIR) sensors, EPC upgrade works, electric panel
heater replacements and adding time controls
to chillers/boilers

e Building Management System (BMS) health
checks carried out

e Out of hours energy assessments conducted
across 35% of portfolio

2019 2023 2030

Land in our Scottish portfolio

Water and waste
2024 Priorities Water consumption was 29% higher in
2023 compared to 2022. The majority
¢ Update and finalise our of the increase relates to Soho Place
long-term SBTi-verified W1, The Featherstone Building EC1
net zero target and Francis House SW1 becoming
Carry out double-materiality operational following major works.

assessment’
The recycling rate across the portfolio

improved to 71% in 2023 from 68%
in 2022. We performed more than 30
waste floor walks with occupiers in the

Review Scope 3 materiality, with
a particular focus on Purchased
goods and services (category 1)

Continue occupier engagement year as part of our ongoing engagement

to further.reduce CESE)y to improve recycling practices.
consumption and gain

additional visibility over
energy we do not procure

Double materiality requires a company to assess
how their business is impacted by ESG issues
and how their activities impact society and

the environment.




Energy usage - electricity and gas

kWh (millions)
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e Overall consumption increased in 2023; electricity up by
14%, gas up by 9%

e The increase is primarily associated with Soho Place W1,
The Featherstone Building EC1 and Francis House SW1
becoming operational following major works

e Landlord electricity rose 9% and tenant electricity
increased 16%

e On a like-for-like basis, total electricity increased by 1%
and gas decreased by 7%

‘Operational’ carbon footprint — Scopes 1, 2 & 3

tCO,e
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14,000 11,314
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10,000
5,864

8,000

6,000 27RR

2,388

4,000
4,364

2,000 3,062

0 20222 2023

l Scope
[ Scope 2
Scope 3

e 'Operational’ carbon footprint up 27% year-on-year
(location-based; excludes embodied carbon)

e This was primarily driven by the completion of two major
projects, as well as a 7% increase in the Government’s UK
grid carbon conversion factor for electricity

2 2019 to 2022 data restated - see page 60 for details.
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Energy intensity
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Managed portfolio energy intensity increased 5% in 2023,
but is 10% lower than our 2019 baseline

Building optimisation works over several years helped
reduce intensity at several buildings (see ‘Achievements’

on page 48)

Energy reduction is unlikely to be linear and will be impacted
by the completion of upgrade and regeneration projects,

as well as the timing of service charge-related interventions

We rebased our energy intensity methodology in 2023 to
more accurately reflect data coverage. Our key focus for
2024 is to gain visibility over occupier electricity we do
not procure

EPC ratings

London commercial portfolio by ERV (%)
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80

19.1

70

17.9
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50

40

68.4

30

20

10

0

2021 2022 2023

Hl EPCA/B
W EPCC

68.4% of portfolio rated EPC ‘A’ or ‘B’ (including on-site
projects) with a further 19.1% EPC 'C’

EPC upgrade works are factored into all refurbishment
projects to ensure ongoing compliance with evolving
legislation
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SOCIAL

Our social contribution

We recognise that our buildings can have a significant impact on
the communities in which they sit, and we strive to create value
where possible for all our stakeholders.

2023 Highlights

e Finalised and published
our Social Value Strategic
Framework

10 years of operating our
community funds -£1.1m
of funding to date

Pledged a four year funding
commitment to London's
Air Ambulance

Funded refurbishment of
UCLH staff room

2024 Priorities

e Continue investment in our
community funds

Embed the new Social Value
Strategic Framework into
our community work across
the portfolio

Prioritise homelessness as a
key focus of the Sponsorship
and Donations Committee

F464k

Community fund & sponsorship
donations committed in 2023

18

Community fund projects supported
in 2023

£1.1m

Community funds provided to date

Our approach to social value

Our commitment to delivering social
value has been a core part of our
business practice for many years. This
commitment takes many forms to ensure
we maximise the positive impact we
have on local communities. Financial
support through our corporate giving
and community funds is important.

We place equal value on being part of
each community to ensure we remain
alert to their concerns and aspirations
and can have a meaningful impact.
Employee volunteering, work experience
opportunities and building open-days
have all contributed to establishing and
maintaining effective connections with

these communities. UCLH staff room

Published our Social Value Refurbishment of a rest
Strategic Framework area for UCLH staff

Since 2022 we have been working with At the beginning of 2023, we funded
external consultants to help us define a the refurbishment of a staff room
framework which outlines our primary at UCLH. Prior to this, the staff were
goals and how they will be measured using part of a three-bedded bay as
and achieved in respect of the social a staff area as they did not have the
value we create. This culminated in the capacity to house a room suitable
publication of our Social Value Strategic for the number of employees on
Framework in December 2023. This the ward. Staff areas for rest and
strengthens our commitment and will relaxation became a focus for the
clearly demonstrate the benefits we are hospital trust during the pandemic
delivering to local residents, businesses, as staff wellbeing was a high priority
our occupiers and the broader public. due to the difficult circumstances
See www.derwentlondon.com/ many of them were experiencing
responsibility/social/communities while they cared for patients with
for more details. Covid-19. The new staff/seminar

room provides a comfortable,
relaxing space where staff can meet,
eat, sit and relax during time away

CIAL VALUE from patients.

STRATEGIC ol
FRAMEWORE™ - ‘6

JUEJ [ . | We are very grateful to
Derwent for recognising the
importance of clinical staff
having somewhere comfortable,
clean and well-equipped to rest
during long, demanding days.

Carol Haraldsson
Head of Charitable Giving, UCLH Charity



Community fund stories

To mark the 10th anniversary of the inception of our first
community fund we published a 10 Years 10 Stories’ feature,
highlighting some of the enterprises we have helped with the
£1.1m of funds invested across a variety of local projects over
this period. Here are some of those stories.

The Soup Kitchen at the American International
Church - Preparing 120 meals daily, The Soup Kitchen at

the American International Church is a vital community
service. As well as benefiting from our funding, the kitchen
is frequently assisted by our volunteers, and companies in
our supply chain helped build and support a cabin, providing
mental health support.

All Souls Clubhouse - Beating loneliness among older people
in the community is the worthy mission of this charity. Over
the years, we have provided them with new kitchen facilities,

helped fund their Wednesday lunch club and other social
activities and provided volunteers at Christmas.

Fitzrovia Youth in Action —The Warren five-a-side football
pitch generates income that supports Fitzrovia Youth in
Action'’s essential work with young people. The Fund helped
resurface the pitch and set up a football league. We've also
supported intergenerational activities, youth social action
programmes and Christmas lunches for the community.

Continued to support

our community funds

We operate two community funds:
Fitzrovia and West End (founded in 2013)
and the Tech Belt (founded in 2016). The
key priority of these funds is to support
and create value in the community

by providing funding for a variety of
grassroots projects with a focus on
community events, environmental
improvements, health and wellbeing
activities, music and culture, and
ongoing help for disadvantaged/isolated
groups. It also acts as a springboard

for further engagement with local
neighbourhoods, leading to corporate
volunteering, school engagement

and work experience opportunities.

In addition, it enables us to anticipate
further funding needs.

This year we celebrated 10 years since
the inception of the first fund and

to date have provided over £1.1m

of combined funding across 164
different projects.

To mark this milestone, we published
a "10 Years 10 Stories’ feature on our
Community page on Instagram (see
box above for more details). In 2022
we made a number of improvements
to the application process to make it
more flexible and inclusive, including
removal of the £10,000 cap for
registered charities which a number of
organisations benefited from in 2023.

Other activities

In 2023, our Sponsorship and Donations
Committee approved £339,000 of
charitable donations to good causes.
Below are some of the ways these
funds have been used to create value
in the community during the year.

Supporting UCLH staff members -
We provided funding to refurbish a staff
room at University College Hospital.
See opposite page for more details.

Strategic report
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Staff volunteering at The Soup Kitchen

Bartlett scholarship - We continued to
support a student on their educational
journey to becoming an architect.

Donation to Westminster Wheels -
We donated funds towards a trainee’s
six month placement at Westminster
Wheels, an organisation which helps
unemployed local residents develop the

skills to become qualified bike mechanics.

London’s Air Ambulance - We pledged
a four year commitment to provide funds
to London'’s Air Ambulance.

In addition, our employees took part in
a variety of activities during the year,
including fundraising and participation
in London’s Air Ambulance Charity abseil
down the highest rooftop helipad in
Europe and regular volunteering at

The Soup Kitchen.
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SOCIAL continued

Our people

We aim to attract, inspire and engage a talented and diverse workforce. In a year
dominated by geopolitical and macroeconomic uncertainty, the dedication of our
people enabled the business to remain resilient.

2023 Highlights

e Won three employer awards
-see below

Became a member of the
Business Disability Forum
and completed the self-
assessment

Offered one-to-one
employee health checks

Completed fifth full
employee survey

2024 Priorities

e Host four individuals
through the #10,000
Interns programme
Provide inclusive
management training
to line managers
Formulate a Disability
Strategy and Action Plan
Action focus group
feedback from 2023
Employee Survey

THE SR TS
0 Best Places
to Work 2023

VDA DR

The Sunday Times -
Best Places to Work 2023

EG Awards - Employer of the Year

Westminster Business Council
Awards -Employer of the Year

Attracting and optimising talent
The top talent we employ and develop
are instrumental to the success of the
business. Our aim is to create a culture
which enables our exceptional and
diverse workforce to thrive, have a
voice and be their authentic selves.

We enjoy high employee retention (88%
for 2023) and a long average tenure -
43% of our workforce have five or more
years of service, and 24% are 10+ years.
We seek to balance continuity with fresh
ideas, experience and skills and in 2023
we recruited 38 people externally, 39%
of which were for newly created roles.

Ongoing development and career
progression is important to us, and

we actively consider and encourage
succession planning. To facilitate

this, we invest in our employees

with comprehensive learning and
development programmes - both
behavioural and technical -at all

levels. These include core skills and
technical workshops, one-to-one and
team coaching, as well as mandatory
compliance training. We also encourage
regular feedback and performance
conversations, in addition to formal
review meetings. In 2023 there were 18
internal promotions (eight women and
ten men), including three new Executive
Committee appointments.

Investing in existing talent is not enough.

For the real estate industry to appeal
to a broader cross-section of society,
creating opportunities for people from
different backgrounds is important.

In 2023, we:

e Hosted seven work experience
candidates;

e Provided mock interview practice for
students at two Westminster schools;

e Provided career advice as part of
Islington’s World of Work initiative;
and

e Co-hosted an event for Construction
Youth Trust with Laing O'Rourke.

Employee engagement

Employee engagement and
communication is important, facilitated
by our ‘open-door’ policy. 74% of
employees are based at our head
office which enables effective, regular
face-to-face interaction. Together
with a range of formal and informal
communication channels, including
our regular town hall meetings, we
have a highly engaged workforce.

We use anonymous annual employee
surveys to obtain staff feedback and
gauge satisfaction levels. This consists
of a short ‘pulse survey’ and a full
independent survey in alternating
years. In 2024, we will establish employee
focus groups, comprising individuals
from varying departments, gender,
ethnicity, age and length of service

to review the 2023 survey results and
put forward recommendations to the
Executive Committee.

We achieved a 94% response rate to
our 2023 survey, demonstrating our
open culture. The results indicate a
high satisfaction rate:

88%

Overall employee satisfaction

89%

‘I'am proud to work for Derwent London’

87%

‘I feel | can make a valid contribution
to the success of Derwent London’

83%

"We have an inclusive working environment’
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Members of the Health, Safety & Accessibility Working Group

Health and wellbeing Diversity and inclusion (D&l) A focus on disability

The health and wellbeing of our people We believe a diverse and inclusive During 2023, we had a particular

remained a priority during 2023. We workforce helps foster collaboration, focus on disability. In March, we

know that people are most productive productivity and innovation. This year became a member of the Business

when they are physically and mentally we placed an emphasis on disability Disability Forum (BDF), a leading

thriving and socially connected. awareness which included conducting business membership organisation
an employee survey to identify what in disability inclusion.

In addition to a suite of employment proportion of our people have a disability

benefits, we have trained mental health or long-term condition. We also became To ensure it is integrated throughout

first aiders, an employee assistance a member of the Business Disability the business, our Diversity &

programme and occupational health Forum (BDF) -see adjacent box. Inclusion and newly formed Health,

support. We ran a series of ‘lunch and Safety & Accessibility Working

learn’ sessions covering topics such as As part of our commitment to Groups have worked together to

neurodiversity, brain and heart health, encouraging inclusive behaviour and a undertake stage 1 of the Disability

and the impact of changing seasons. consistent approach to performance Smart Audit, an in-depth Self-

We also launched new Menopause management, all line managers Assessment. This has enabled us

Guidelines and offered on-site one-to- attended Personal Development Plan to assess how we are performing

one health checks and annual flu jabs. training to assist them in conducting against the ten areas in the BDF
effective performance discussions with Framework and where we are in

Staff survey results demonstrate the individual team members. our ‘disability smart’ journey.

value this brings to our employees. 85%

of respondents agreed that ‘the Health One of our objectives this year was to To understand, measure and

& Wellbeing initiatives were useful and increase communication around D&l and improve the experiences of our

informative’. our activities in this area. Internally this employees who have a disability or
included increasing awareness around long-term condition, we rolled out

To allow us to continue to build healthy, different religious festivals and cultural a short ‘Disability Data’ survey to

nurturing and supportive relationships celebrations, as well as issuing our first which we received an 87% response

and foster a genuine community spirit, D&l Working Group newsletter which rate. The results of this survey have

our social committee work hard to provided a comprehensive update to fed into our health & wellbeing

arrange regular inclusive events and staff on the Group's initiatives and focus strategy and will continue

volunteering opportunities are open areas for 2024. Externally, we improved to inform our work on Business

to everyone. our social responsibility messaging and disability in 2024. Forom
shared our inclusive values to the market mEme

via social media channels.
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Health & Safety

The health, safety and wellbeing of our people, occupiers, residents,
service partners, contractors and the public is a high priority for us.
This is achieved through robust and effective risk management.

2023 Highlights

e Set up internal Health,
Safety and Accessibility
forum

Developed health and
wellbeing programme for
employees in partnership
with Human Resources

Embedded H&S policies and
procedures into the Scottish
portfolio operations

Interpreted the Building
Safety Act outcomes and
provided clear guidance
across the business to
enhance awareness

Achieved a Royal Society
for Prevention of Accidents
(RoSPA) Gold Award

2024 Priorities

e Roll out Building Safety
Act plans for our ‘in-scope’
residential development and
managed properties

Implement a ‘client audit’
and early H&S risk review
for our design team on our
major projects

Set up the Continuous
Improvement Group (CIG)
for our architects, principal
designers and project
managers

Enhance our Fire Safety
Management system and
obtain Primary Authority
fire service agreement

Our approach to health,

safety and wellbeing

Our approach is centred around people,
assets and developments. For our rural
and agricultural portfolio in Scotland
we have a separate suite of health

and safety (H&S) standards tailored

to their activities.

e Our aim is to provide healthy, safe
and secure environments for our
people, customers and contractors
to work, live, visit and relax.

e Our people are fundamental to the
success of our business, which is why
we invest in and train them to ensure
healthy and safe work environments.

e Our integrated approach ensures
that health, safety and wellbeing
is considered at every stage of a
building’s life cycle: from acquisition,
through development, management,
leasing and disposal.

We achieve this by:

e Designing suitable health, safety
and wellbeing systems which are
proactively managed.

e Establishing and maintaining robust
policies and procedures which comply
with latest legislation.

e Ensuring work is assigned to
competent individuals.

e Carrying out rigorous and ongoing
training on best practices.

e Regularly reviewing our health and
safety performance.

e Ensuring we learn when incidents

occur and make appropriate changes.

Providing a safe work
environment for our people
Providing a safe place for our people

to work is of paramount importance

to us, with focus on both physical

and mental wellbeing to enable our
employees to thrive. This is achieved by
ensuring staff are well informed in H&S
best practices through ongoing internal
and external training.

During 2023 this included 182 person days
of H&S training covering topics such as
Legionella (City & Guilds), Emergency
First Aid and Fire Marshal (British Red
Cross), Safe Systems of Work/RAMS,

as well as topical H&S webinars, live
coaching sessions and health check-ups.

We use an H&S training matrix to identify
specific training requirements by job
profile. During 2023 a comprehensive
review of the matrix and programme
was undertaken and updates were made.

In 2023 we set up an employee Health,
Safety and Accessibility forum with wide
representation from across the business.
As well as considering H&S matters, this
forum seeks to address the main barriers
that people with disabilities encounter in
the workplace. The forum also highlights
where an early design stage accessibility
review can be beneficial in creating more
accessible schemes. To support this, the
Group became a member of the Business
Disability Forum (BDF) —see page 53.

Making our assets safe to occupy
Ensuring our occupiers, visitors and
those who live and work in and around
our buildings are safe and healthy is
critical. This requires designing, building,
maintaining and operating our buildings
using best practices, and involves
collaboration across the business.

Our in-house H&S team supports our
Property Management team throughout
the year to ensure our buildings are being
operated safely and with minimal risk.

During 2023 the H&S team reviewed
the Building Safety Act outcomes and
provided guidance on its application
to the Property Management and
Development teams. Buildings which
are in-scope were registered prior to
the 1 October 2023 deadline.

To monitor and report on H&S risk
and compliance across the managed
portfolio we use the RiskWise system.
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Ongoing monitoring includes annual inspections and fire risk
assessments for each building. We also use data from the Real
Estate Benchmarking Group, which we co-founded in 2021, to
assess our relative H&S performance against peers in our sector.

In 2023 we achieved the Royal Society for Prevention of Accidents
(RoSPA) Gold Award for the Derwent London H&S management
system in respect of our managed portfolio.

High health and safety standards on construction sites
We have strong relationships with our principal and main contractors,
endeavouring to lead by example as an informed and responsible
construction client. As well as both independent and internal H&S
monitoring of our construction sites, we require our supply chain to
achieve specific stretching target scores for Construction Logistics
and Community Safety (CLOCS) and Considerate Constructors
Scheme (CCS).

With 437,000 sq ft of space on site, 2023 was a busy year for major
developments. The RIDDOR accident frequency rate (AFR) on our
developments was 4.38. This was an increase from the rate of 3.60
in 2022, principally due to our major development schemes moving
into higher risk construction phases, smaller projects starting, and
a general rise in ‘Over 7 day injuries”.
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Our H&S team continue to work closely with the Development team
to improve visibility and identification of design elements which could
have H&S risk implications to ensure these are addressed at an early
stage of the project.

Members of the Development and Health & Safety teams

Health and Safety data
The table below details our key H&S statistics which have been subject to independent limited assurance by Deloitte LLP in

accordance with the ISAE 3000 (Revised) Standard. This data allows us to identify trends and highlights areas of focus for the
business. Refer to the Health and Safety Basis of Reporting in the Responsibility Report.

Employees Managed portfolio Developments

2023 2022 2023 2022 2023 2022
Person hours worked 266,513 288,000 920,142’ 370,314 913,843 833,258
Minor injuries 0 0 27 20 10 18
Near miss 1 0 20 20 37 17
Lost time injuries’ 3 0 3 0 4 2
RIDDORs 1 0 32 0 4 3
Dangerous occurrences 0 0 0 0 0 0
Fatalities 0 0 0 0 0 0
Improvement notices 0 0 0 0 0 0
Prohibition notices 0 0 0 0 0 0
Injury rate®’ 0 0.00 29.34 54.01 10.94 21.60
Lost day rate*” 48.78 0.00 10.87 0.00 5.47 2.40
Severity rate®’ 3.25 0.00 0.30 0.00 0.28 0.1
RIDDOR AFR® 3.75 0.00 3.26 0.00 4.38 3.60

Person hours worked - significant increase in managed portfolio in 2023 due to full inclusion of third party contractor hours across all properties.
RIDDORs - increase in managed portfolio in 2023 due to full inclusion of third party contractor data across all properties.

Injury rate - (injuries excluding RIDDOR and lost time injuries)/(total hours worked) x 1,000,000.

Lost day rate - (lost time injuries excluding RIDDOR)/(total hours worked) x 1,000,000.

Severity rate - total number of lost work days (excluding RIDDORs)/total number of incidents x 1,000,000.

RIDDOR accident frequency rate (AFR) - the number of RIDDORSs/(total hours worked) x 1,000,000.

Deloitte LLP do not assure lost time injuries, injury rate, lost day rate or severity rate for ‘Employees’.
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GOVERNANCE

Responsibility
governance

2023 Highlights

e Publication of climate-related financial disclosures
consistent with the TCFD Recommendations as
required by the Listing Rule 9.8.6 (8) (b)

Revised the long-term remuneration targets under
the Performance Share Plans to include embodied
carbon and energy intensity reduction

HMRC reaffirmed the Group’s low-risk status across
all tax regimes following the Business Risk Review+

Requested evidence that our major suppliers are
compliant with the Supply Chain Responsibility
Standard

Published our latest Modern Slavery Statement

Continued mandatory compliance training for all
employees (including the Board) which covered
competition law, conflicts of interest, anti-bribery
and cyber fraud awareness

The Board

Overall responsibility for ESG matters

Audit
Committee

Nominations
Committee

Ensures ESG skills,
knowledge and
experience is a

consideration when

assessing the Board's

composition and the

identification of any
skill gaps

Monitors assurance
and internal financial
control arrangements.

Ensures ESG-related

expenditure is
appropriately reflected
in our financial
statements

Executive Directors with assistance from the Executive Committee

Responsibility for oversight of the Group’s ESG initiatives

Sustainability Health and Safety Sponsorship and Donations Social
Committee Committee Committee Committee

Responsible for implementing
the Board’s ESG strategy

Responsible for monitoring
health and safety
management and

performance

(V)

Risk

Committee

|dentifies and evaluates
key ESG risks (principal
and emerging),
ensuring they are
appropriately managed

Responsible for the Group’s

A responsible business

The oversight of ESG matters is critical. It not only allows the
Board to appreciate the overall impact of its decisions on key
stakeholders and the environment, but also ensures it is kept
aware of any significant changes in the market. This includes
the identification of emerging trends and risks, which in turn
can be factored into its strategy discussions. We conduct
business with integrity and work with stakeholders who share
our values and ethical principles.

ESG is overseen principally by the Board, Responsible
Business Committee and Sustainability Committee.

e Governance Framework/See page 127

Our Chief Executive, Paul Williams, is the designated Director
with overall accountability for ESG matters. However,

the responsibility for overseeing it is delegated to Nigel
George (Executive Director). Paul Williams oversees the
review and performance of our responsibility work as Chair
of the Sustainability Committee and as a member of the
Responsible Business Committee.

Remuneration Responsible Business
Committee Committee
Monitors the Group's
corporate responsibility,
sustainability
and stakeholder
engagement activities

Ensures ESG factors are
included in executive
remuneration (long-
term incentive plans)

Aims to encourage team
working and collaboration
between departments through
social activities

charitable activities and
donations




Strategic report

Acting in a transparent and responsible manner is a core element
of our business and underpins our key governance practices.

Climate change governance

The governance of climate change risk and opportunities is
ultimately the responsibility of the Board. However, day-to-day
management is delegated to the Executive Committee and
senior management.

The Board monitors the Group’s progress against our
published net zero carbon targets, specifically energy intensity,
operational carbon footprint and embodied carbon intensity
on major projects. In addition, specific performance indicators
are assured by Deloitte LLP and these can be found in their
assurance statement which is available within the latest
Responsibility Report.

Responsibility Report/ www.derwentlondon.com/
responsibility/publications

Our strategy and targets for energy consumption and
carbon emissions are set and monitored by the Board.

The Board, Responsible Business Commmittee and Executive
Committee receive regular updates and presentations on
sustainability performance from the Head of Sustainability.
In addition, the Audit Committee received training in respect
of climate-related reporting (see page 147).

Green finance governance

Our Green Finance Framework allows us to clearly link
our financing to the environmental benefits our activities
generate. The Audit Committee receives annual updates
on our green finance initiatives including in respect to our
reporting disclosures.

Our Green Finance Framework received a Second Party
Opinion (SPO) from DNV that it is aligned with the Loan
Market Association’s Extended Green Loan Principles and
the International Capital Market Association’s Green Bond
Principles. The SPO is available on our website. Deloitte
have also provided reasonable assurance over selected
green finance KPI disclosures. Their assurance statement
is available within the latest Responsibility Report.

Q Our Green Finance Framework/See page 84

0/04m

Cumulative Eligible Green Project (EGP) capex
at 31 December 2023 across five eligible projects

Supply chain governance

[t is important to us that our suppliers and construction
partners operate responsibly and share our ESG business
principles.

Our supply chain governance procedures ensure our suppliers
are aware of the standards we expect from them and the
business practices which we will not tolerate. All suppliers with
whom we spend more than £20,000 per annum are required
to provide evidence of how they are complying with our Supply
Chain Responsibility Standard, which sets out our principles
and expectations in terms of the environmental, social, ethical
and governance issues which relate to our supply chains.

a Supply Chain Responsibility Standard/See page 169

Ensuring our payment practices are fair is a key requirement
in governing our supply chain. This will remain an area of
particular importance and focus for the Group, due to the
economic uncertainty businesses are currently experiencing.

Protecting human rights

The protection of human rights and fundamental freedoms is
one of our key ESG priorities which we manage from an internal
(within our business) and external perspective (with our supply
chain and our relationships with contractors). Internally, the
Board monitors our culture to ensure we maintain our values
and high standards of transparency and integrity. Our HR
team ensures that we have the right systems and processes

in place to strengthen and sustain our culture.

Q The Board's role in managing the Group’s culture/See page 129

Externally, we are active in ensuring our ESG standards are
clearly communicated to our supply chain, principally via our
Supply Chain Responsibility Standard. To ensure the human
rights of our supply chain are respected we are clear on our
zero-tolerance position with regards to slavery and human
trafficking as set out in our Modern Slavery Statement.

Based on our ongoing risk assessment, we continue to believe
the risk of any slavery or human trafficking in respect of our
employees is very low. Further information on our efforts to
prevent modern slavery occurring in our supply chain is on
page 169.

Modern Slavery Statement/ www.derwentlondon.com/
investors/governance/modern-slavery-act
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GOVERNANCE continued

Tax governance

We take our obligations as a taxpayer
seriously and focus on ensuring that,
across the wide range of taxes that we
deal with, we have the governance and

Our statement of tax principles, which

principles

risk management processes in place

to allow us to meet all our continuing
tax obligations. The Board has overall
responsibility for our tax strategy, risk
assessment and tax compliance.

is approved by the Board, is available
on our website: www.derwentlondon.
com/investors/governance/tax-

We have an open and transparent
relationship with HMRC and seek to
anticipate any tax risks at an early
stage, including clarifying areas of

uncertainty as they become evident.

We keep HMRC informed of how our
business is structured and respond

to all questions or requests promptly.
Senior members of our tax department
regularly engage with HMRC to support
consultations or to seek legislative
clarification in areas that could
potentially impact our business. HMRC
have awarded the Group a low-risk
status across all tax regimes following
the Business Risk Review+ (BRR+) review.

Reporting frameworks and ESG data

Non-financial reporting
As we have fewer than 500 employees, the non-financial and sustainability information statement (NFSIS) requirements contained
in the Companies Act 2006 do not apply to us. However, due to our commitment to promoting transparency in our reporting and

business practices, we have elected to provide further information in the table below.

Category

Our key policies and standards

Additional Information

Environmental Responsibility Policy Responsibility Report
matters Net Zero Carbon Pathway www.derwentlondon.com/responsibility/publications
Science-based carbon targets Our pathway to net zero carbon Pages 48 and 49
Task Force on Climate-related Financial Climate change governance Pages 57 and 113
Disclosures (TCFD) Risk b 160 and 161 164
t /
Streamlined Energy and Carbon Reporting ISk Mdndgemen a9es an
(SECR) disclosure Executive Directors’ LTIP 2023 Pages 192 to 194
UN SDGs Page 59
TCFD Pages 104 to 107
SECR Pages 60 and 61
Social and Volunteer Policy Community Fund Pages 50 and 51
employee i iversi i
qspict?’s Equal Opportunities and Diversity Policy Our people Pages 52 and 53

Professional development and training

Executive Directors’ annual bonus Page 190
Shored pore.ntol Ie?ve Diversity and inclusion Pages 53 and 168
Smart Working Policy
Employees on a committee Page 167
The Section 172(1) Statement Pages 130 to 133
Respect for Individual Rights Policy Health and safety Pages 54 and 55
human rights Health and Safety Policy Statement Human rights Page 57
Supply Chain Responsibility Standard Modern slavery Page 169
Modern Slavery Stotem?nt ) Supply Chain Responsibility Standard ~ Page 169
Code of Conduct & Business Ethics
Anti-c?rruption Anti-bribery Policy Audit Committee report Pages 144 to 155
:lsrsn:::el:;rlbery Speak up Policy Risk Committee report Pages 156 to 165
Expenses Folicy Anti-bribery and corruption Page 165

Money Laundering and Terrorist
Financing Policy

Preventing Facilitation of Tax
Evasion Policy

Our principal risks

Pages 94 to 101

Our emerging risks

Pages 102 and 103

Compliance training

Page 165




UN SDG reporting

The United Nations Sustainable Development Goals (SDGs) are an international standard developed to support global change
and sustainable growth. We believe that we have a role in supporting the UK in responding to this standard and helping positively

affect change.

Strategic report

We have reviewed the suite of 17 goals and have selected those goals which align most closely to our ESG priorities. Set out below

is a summary of our efforts against the selected goals.

Our ESG priority UN Goal

QUALITY

Creating value in
EDUCATION

the community
and for our wider
stakeholders

]

Protecting human
rights, Engaging
and developing
our employees

GENDER
EQUALITY

g

AFFORDABLE AND
CLEANENERGY

L/
-

Designing and
delivering buildings
responsibly,
Managing our
assets responsibly

:@_

¥~
N

Creating value in
the community
and for our wider
stakeholders

1 SUSTAINABLE CITIES
AND COMMUNITIES

N8

12 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

Managing our
assets responsibly

QO

Designing and
delivering buildings
responsibly,
Managing our
assets responsibly

13 fonov

P 4

Target
4.4

4.a

5.1

55

7.2

7.3

1.7

12.5

12.6

13.2

Indicator

4.4

4.a.1

55.2

7.2.1

7.3

11.7.1

12.5.1

12.6.1

13.2.2

Our efforts

Our Community Fund enables us to invest in and support groups who work
with and upskill young people from socially and economically challenged
backgrounds. For example, the work of London Village Network and their
Amplify programme aims to help young people identify their strengths
and equip them to gain meaningful employment by way of mentoring
programmes in schools with business volunteers that share their career
journeys and provide industry insights and visits.

Similar to the above the work of The Doorstep Library, a literacy-outreach
charity, seeks to boost and improve children’s reading skills in their
homes, resulting in improved outcomes at school. Increased literacy and
confidence stay with the children through their time in education and into
the workplace.

Beyond any legislative requirements we are active in ensuring meaningful
gender equality across our business. In 2022 we achieved the National
Equality Standard accreditation and our Diversity & Inclusion Working
Group work hard to ensure that progress is being made and best practice
is implemented. All our training and development initiatives are available
company-wide, we adopt smart working practices, offer enhanced
family leave policies and our employee surveys enable us to identify

any differentials with regards to gender and ethnicity.

We have a 48%:52% male/female ratio and 31% of Senior Managers are
women. In 2023 there were 18 internal promotions with 44% being female.

Our aim is to ensure we purchase renewable energy in line with our RE100
commitment. During 2023, 99% of energy procured was on renewable
tariffs. At the end of 2023, 100% of electricity contracts were on REGO-
backed tariffs, and 100% of gas contracts were on RGGO-backed tariffs.
As part of our net zero carbon pathway, we are developing a 100-acre
solar park on our Scottish land. Planning consent has been received and
construction will commence during 2024.

We have developed specific energy intensity reduction targets designed
to help us improve the energy efficiency of our managed properties and
movement towards net zero carbon.

We actively promote the inclusion of public spaces in and around our
buildings and ensure they are fully accessible. In addition, we are part of
the London Mayor's Business Climate Leaders Group which was set up to
help London become a zero-carbon city by 2030.

We have established a portfolio-wide minimum recycling target of 75%
and a no waste to landfill policy.

We integrate comprehensive sustainability reporting information into our
company reporting cycles and public reporting.

We have new independently verified science-based carbon targets which
have been rebased to a 1.5°C scenario. In addition, we have set embodied
carbon and energy intensity reduction targets for our developments and
managed properties respectively. This means we are committed to reducing
our carbon emissions and making sure our portfolio is climate resilient.
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GOVERNANCE continued

Streamlined Energy and Carbon Reporting

(SECR) disclosure

In line with SECR regulations, the
adjacent table shows our carbon
emissions (tCO,e) across Scopes 1, 2 and
3 together with appropriate intensity
ratios (kgCO,e/sgm). We also show

the global energy consumption (kWh)
used to calculate our emissions.

www.derwentlondon.com/
responsibility/publications

Data notes

Embodied carbon emissions associated
with our asset regeneration activity,
included within Scope 3, Category 2 -
Capital goods, are recognised in full

in the year of completion. No major
projects completed in 2023.

Energy efficiency actions

The Group undertook a number of energy
efficiency actions in 2023. These included:

e occupier engagement with a cross-
section of occupiers, some of whom
we have previously engaged and
others for the first time;

e six Green Forums, covering energy
analysis and sharing of both best
practice and ‘easy wins’;

e recycling and energy audits, with
communication of follow-up
Recycling Improvement Strategies;

e introduction to new organisations
that our occupiers already work
with to enhance energy saving
and/or biodiversity;

e out of hours assessments to identify
actions for application across the
portfolio, including external light
assessments with findings reported
to occupiers across the portfolio; and

e ongoing roll-out of LED lighting and
PIR sensors, building on work carried
out in previous years.

As the average occupation level across
our portfolio has continued to rise

and two new large buildings became
operational (Soho Place W1 and The
Featherstone Building EC1), energy
consumption has increased. However,
as the result of the actions noted
above, consumption remains below
pre-pandemic levels. Compared to our
2019 baseline, energy usage has reduced
12%, or 10% on an intensity basis.

e See page 49

Boundary Operational control, based on our corporate activities and managed property portfolio which is
(el el dTelyHet el ge e [0 1 principally in central London (UK). Landlord emissions from our retail park in Glasgow are also included.

Alignment with
financial reporting

Reporting method

Emissions factor source
(location-based)

Prior year restatements

The only variation to our financial reporting approach is that GHG emissions and energy data
are excluded for buildings where the Group does not have control or influence. These are either
single-let properties (also referred to as FRI) or areas for which we do not have management
control (e.g. we do not procure utilities). The rental income of these properties is included in the
consolidated financial statements.

GHG emissions reporting is in line with the Greenhouse Gas (GHG) Protocol Corporate Accounting
and Reporting Standard. Further details on our data calculation methodology can be found in the
data section of our annual Responsibility Report.

UK Government emissions factors are used to convert energy usage into location-based carbon
equivalents (www.gov.uk/government/collections/government-conversion-factors-for-
company-reporting).

There are three principal restatements to the 2022 data. First, an energy and water contract audit
identified several existing supplies which have now been included where appropriate. Secondly, the
landlord/occupier floor area allocation has been amended following a comprehensive floor area
(GIA to NIA) reconciliation and new building measurements obtained. Thirdly, our energy intensity
methodology has been updated to more clearly align floor areas and energy consumption. For
further details, refer to the Environmental Basis of Reporting in the 2023 Responsibility Report.

el e TR The Scope 2 market-based factor is based on the provenance of electricity supplies, 99% of which
were on REGO-backed tariffs in 2023. For gas, 99% of supplies in 2023 were RGGO-backed.

Embodied carbon

Independent assurance

Embodied carbon, included within Scope 3, Category 2 - Capital goods - is reported in full in
the year a project completes. This can lead to significant variances year on year depending
on completions. Following the completion of two major projects in 2022, there were no major
completions in 2023. Six smaller refurbishment projects completed in 2023.

Selected 2023 metrics were subject to independent limited assurance by Deloitte LLP in accordance
with ISAE 3000 (Revised) and ISAE 3410 Standards. Their unqualified assurance opinion and our
Environmental Basis of Reporting can be found in the 2023 Responsibility Report.



Strategic report é‘]

GHG emissions tCOe % change 9
Location/ 2023 P
Market-based 2023 2022 vs 2022 g
Scope 1 ;,1
Combustion of fuel'” Location 3,007 2,750 9 3
Fugitive emissions? Location 1,357 312 335 S
Total Scope 1 emissions’ Location 4,364% 3,062 43 -%
Scope 2 =
Purchased electricity, heat, steam and cooling for own use®”’ Location 2,795W 2,388 17 '§
Renewable tariff REGO-backed electricity’ Market 29" 36 (21) EF
Total Scope 1 & 2 emissions’ Location 7,159 5,450 314 3
Total Scope 1 & 2 emissions intensity (kgCO,e/sqm)’ Location 18.2 14.7 23 z
Proportion UK-based 100% 100% - §
Scope 3 emissions* 2
Category S
1. Purchased goods and services (includes water)’ 36 38 (5) &
2. Capital goods® 799w 32,869 (98)
3. Fuel and energy-related activities’ 1,411 1,309 8
5. Waste generated in operations 79 60 32
6. Business travel’ 58 24 142
7. Employee commuting 110 <5% -
13. Downstream leased assets®’ 5,517 4,433 24
Total Scope 3’ 8,010 38,733 (79)
Total Scope 1, 2 & 3 emissions’ 15,169 44183 (66)
Total Scope 1, 2 & 3 (excluding embodied carbon) emissions’ 14,370 11,314 27
Total Scope 1, 2 & 3 (excluding embodied carbon) emissions
intensity (kgCO,e/sqm)’ 36.4 30.6 19

Managed portfolio refrigerant loss from air conditioning systems.

Embodied carbon emissions from projects that completed in the year.

oUW

Emissions from tenant electricity consumption.

Managed portfolio gas use and fuel use in Derwent London owned vehicles.

Categories 4, 8, 9,10, 11, 12, 14 & 15 are currently a) not identified as material to scope of business or b) not relevant.

Managed portfolio electricity use for common parts and shared services (landlord-controlled areas); no heat, steam or cooling was/is purchased.

Metrics denoted with an ® have been subject to independent limited assurance by Deloitte LLP -see Data notes on page 60.

Global energy use kWh % change
2023
2023 20227 vs 20227
Gas (combusted on a whole building basis) 16,424,375" 15,027,749 9
Electricity (consumption from landlord-controlled areas) 13,596,037" 12,427,759 9
Electricity (consumption from tenant-controlled areas) 26,642,461 22,926,293 16
Total energy (consumption from landlord areas for electricity and gas) 30,020,412» 27,455,508 9
Total building energy (consumption from landlord and
tenant-controlled areas and gas) 56,662,873" 50,381,801 12
Derwent London vehicles 11,245 26,715 (5)

7 2022 carbon and energy data restated - see page 60 for details.

For more analysis of our GHG emissions, energy consumption and renewable energy generation, use and procurement, visit the

data section of our latest
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Valuation

The UK economy remained sluggish in
2023, with elevated interest rates and
inflation impacting confidence. In the
real estate sector, higher debt costs and
lower investor confidence fed through
to a substantial slowdown in investment
turnover. In central London, the £5.2bn
of transactions was 59% below the
10-year average. Although the second
half of the year saw inflation decrease
and interest rates stabilise, the outward
movement in property valuation yields,
which began in H2 2022, continued
throughout 2023.

Against this backdrop the Group’s
investment portfolio was valued

at £4.9bn as at 31 December 2023
compared to £5.4bn at the end of
2022. There was a deficit for the year
of £583.3m which, after accounting
adjustments of £11.7m, produced

a decline of £595.0m, including our
share of joint ventures.

e Portfolio underlying capital value

movement -10.6%

- On-site developments +8.1%,
principally due to pre-letting
activity at 25 Baker Street W1

- Portfolio excluding
developments -11.9%

- Buildings valued at =£1,500
psf outperformed with values
-71%

e EPRA valuation ERV growth 2.1%

e True equivalent yield up 67bp to
5.55%

The portfolio valuation, including
developments, decreased 10.6%,
following a 6.8% decline in 2022. This
takes the writedown since June 2022
to 17.8% and we believe valuations
are now approaching this cycle’s lows.

Our portfolio valuation movement
outperformed the MSCI Central London
Offices Quarterly Index which was
-11.1% (and -21.6% since June 2022).
This outperformance was driven by

the quality of our portfolio, balanced
between core income properties and
value add opportunities. The wider UK
All Property Index was down by 5.6%.

The EPRA initial yield is 4.3% (December
2022: 3.7%) which, after allowing for the
expiry of rent-free periods and contractual
uplifts, rises to 5.2% on a "topped-up’
basis (December 2022: 4.6%).

Strategic report

The occupier market remained more
resilient for better quality buildings.

Our EPRA valuation rental values were
up 2.1%, an improvement on the 1.3%
uplift in 2022, and towards the top end
of our guidance range for 2023 of 0%

to +3%. Leasing activity was particularly
buoyant, with £28.4m of transactions
during the year.

Our central London pr