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THE EARL CADOGAN

I have pleasure in presenting our annual report and financial
statements for 2010. Against an uncertain background it has been 
a successful year. Overall we performed ahead of our budgets.
The total value of our investment properties has exceeded 
£3.0 billion and is now slightly ahead of our previous highpoint
reached at the end of 2007. Our gross rental income exceeded
£90 million for the first time and our operating profit at 
£61.5 million was the highest level we have ever achieved.

Our results and performance have undoubtedly benefited from
the good performance of London real estate markets during 2010.
The recovery in UK property values which commenced in July
2009 continued strongly, particularly in the first half of the year,
and occupational demand for retail and residential properties was
robust throughout the year. Rental values, which in many parts of
the Estate had declined in 2008 and the first half of 2009, also
continued to recover.

In 2008 and 2009 we had anticipated that the financial crisis and
the subsequent recession would throw up attractive acquisition
opportunities from which with our strong financial position we
would be able to benefit. In this we have been disappointed, as
very few opportunities for us came to the market. However during
2010 we had more success and were able to acquire a number of
properties, spending a total of £98.4 million on both commercial
and residential acquisitions.

The commercial acquisitions comprised a mixture of freehold and
headlease properties. In most of these cases there are opportunities
through development or refurbishment to enhance the value of
these properties and to improve the quality of the retail presentation.
We have also identified substantial opportunities for us to make
further acquisitions, at market value, in a measured way over the
coming years. 

Occupational demand for our properties, both commercial and
residential was maintained throughout the recession, and continued
to grow during 2010. We monitor vacancy levels closely, and
particularly in the retail and residential sectors have experienced
high levels of occupancy and a limited number of voids throughout
the year. Demand for most properties has tended to exceed supply
and has enabled some level of increase in rental values over the year.

Our year end property values continued to recover, rising to a
year end total of £3.04 billion, representing an average valuation
increase of just under 10% across all our property sectors, after
allowing for the impact of acquisitions and disposals. The strongest
growth came in the retail sector, but all sectors showed some
measure of growth, driven principally by the continuation of the
yield compression which had started in the second half of 2009. 

The economic outlook continues to be uncertain, although fears
of a double dip recession seem to be receding. Reductions in
government spending and the proposed fiscal austerity will
undoubtedly impact on domestic consumer spending, but the
international attractions of central London, from both a business
and leisure perspective, will help to mitigate their direct impact.

As I enter my last year as Chairman after more than 30 years in
charge of this business, I continue to remain confident, that in spite of
the uncertain and challenging environment, our private ownership,
long-term approach and clear strategy ensure that Cadogan is
well placed to make good progress, improving the quality and
value of our assets and providing healthy investment returns.

Our achievements would not be possible without the hard work,
effort and commitment of my fellow directors and all our staff 
led by our Chief Executive Hugh Seaborn. I should like to thank
the entire team again for their contribution to the business during 
the year. I should also like to express my appreciation of our
professional advisers, contractors and suppliers for all that they
contribute to the success of our business.

The Earl Cadogan
28 April 2011
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Financial Highlights  

2010 2009

£ million £ million

Investment Properties 

At Valuation 3,037 2,727

Net Borrowings 425 403

Shareholders� Funds 2,571 2,301

2010 2009

£ million £ million

Property Income 93.5 90.1

Profit On Sale Of
Investment Properties 4.3 6.4

Profit On Ordinary Activities
Before Taxation 42.3 38.0

2010 2009

Net Assets Per Share £21.43 £19.17

Earnings Per Share 26.7p 23.5p



HUGH SEABORN

Our Approach Today
Our overriding strategic aim is to protect and enhance the
quality and value of the Estate for the long term in order to
ensure that it continues to be the pre-eminent location for
people to live, work and play. In order to achieve this we
concentrate on maintaining and improving the overall 
quality of the portfolio through active management of the 
urban environment. 

Our focus continues to be on the 93 acres of Chelsea and
Knightsbridge that comprises our historic holding. 

The Cadogan Team 
If we are to deliver the highest quality shops, offices and homes
to dynamic markets then I require the skills and commitment 
of talented people, both in my team and where we outsource,
amongst our advisers. I am very fortunate to work with such
people, each expert in the respective fields, and this is an
opportunity to express my gratitude for the considerable work
they all do for Cadogan. 

Within the business we have been working hard to improve
internal communications and have further developed our
processes for procurement and staff recruitment. We are also
implementing a programme of specific skills and technical
training to ensure that our staff are properly equipped to
manage the increasingly complex demands of our customers
and stakeholders.

Estate Management 
Our long history and strong sense of stewardship � that is, the
aim of making the most of our holdings and to pass them onto
future generations in better fettle � provides a strong clue to 
our approach to managing the assets today. 

Throughout what we do, we have a clear focus on improving
the wider area. For example, new retail tenants have to be 
able to add to the desirability of the retail mix that makes the
area more attractive to shoppers. We are reaping the benefit 
of the application of this approach over many years through 
the quality of our shopping streets and we continue to work
hard to maintain this. 

We have an interest in protecting and improving the
attractiveness and vibrancy of the area. For example, we take
great pride in the success of Cadogan Hall, a world renowned
concert hall, which we run (at a deficit) so as to enhance the
broad attraction of Chelsea which contributes to our overall
success in the long term. At the Duke of Yorks, we have adopted
a digital marketing strategy evidence of which can be found 
at www.facebook.com/dukeofyorksquare.

However, these long term horizons do not preclude us from
keeping a careful eye on short term performance too and 
we measure our annual performance against a tailored IPD
benchmark. 

We have also continued to make progress on our green 
agenda concentrating particularly on specifications for new
development projects, and on improving the sustainability 
of our office operations.
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Cadogan has enjoyed a successful year in 2010. Our success 
is linked to that of central London which has been subject to
strong demand for high quality stock particularly from overseas
capital. We are fortunate to have responsibility for property in
such an exceptional location. 

The first half of 2010 saw a continuation of the recovery in the
broader property market which had reached its lowest point 
in July 2009. Although the market continued to move ahead in 
the second half of 2010 the rate of growth slowed significantly
and current expectations are that there will be little or no
capital growth in the market during 2011. Across the UK IPD
reported capital growth of 7.4% in the first half of 2010, but
only 1.0% over the course of the second half of the year.

A factor which has become increasingly apparent during 2010
has been the growing gulf between the property markets in
London and the south-east and the majority of the rest of the UK
regions. This seems to reflect an increasingly two speed economy
with many of the UK regions suffering more extensively than
London and the south-east, due to their high levels of government
funded expenditure, which is being directly impacted by planned
government expenditure cutbacks. In contrast London continues
to benefit from its more internationally-based financial services
and tourist-based economy.

At Cadogan we enjoyed good occupational demand for our
properties throughout the year. Demand for our shops was
strong, enabling us to minimise voids and to remain highly
selective in our choice of tenants so as to continue to improve
the tenant mix and overall attractiveness to shoppers. We have
also experienced a consistently high level of demand for our
short let residential properties, no doubt benefiting to some
extent from the tight supply in our areas, and this has enabled
us to benefit from recovering rent levels.

Demand for offices too has recovered this year from the low
levels experienced in 2008 and 2009. We experienced limited
vacancies during the recession and where we have brought new
space to the market, we have been able to find new tenants
quickly. As a result our office portfolio, which is a relatively
small part of our overall property holdings, has maintained
healthy levels of occupancy and during 2010 an improving
level of demand has led to slightly firming rent levels.

Heritage
The modern history of the Cadogan family can be traced back to
William, the first Earl Cadogan who was an accomplished soldier
and diplomat. He fought under the Duke of Marlborough at the
Battle of Blenheim (1704) and his military skills were recognised
when he was awarded various titles culminating in him being
created Earl Cadogan, Viscount Caversham and Baron of Oakley. 

The Cadogan Estate has its origins in the historic Manor of
Chelsea, which was purchased in 1712 by Sir Hans Sloane, the
antiquarian, physician, scientist and whose collection founded
the British Museum. Sir Hans Sloane�s eldest daughter Elizabeth
married Charles, second Baron of Cadogan, and the younger
brother of the first Earl Cadogan. 

In 2012 we will be marking the occasion of the 300th
anniversary of the purchase of the Estate by Sir Hans Sloane. 

Overview
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The Estate stretches northwards on Sloane Street as far as
Knightsbridge and Harvey Nichols, southwards through Sloane
Square and past Peter Jones to Lower Sloane Street and westwards,
with several scattered holdings on King�s Road as far as Beaufort
Street. At the heart of the Estate is the Duke of York Square
developed over the past ten years to provide shops, offices,
residential accommodation, a school and the Saatchi Gallery. 

Investment Performance Highlights 
� Total property portfolio value grew to £3.04 billion from

£2.73 billion Increase of 9.8% adjusting for purchases and sales
� Residential portfolio increased in value by 7.9% (2009 � 6.8%)
� Commercial portfolio gained 11.4% (2009 - 7.7%) 
� Retail portfolio increased by 15.9% (2009 - 11.8%)
� Office portfolio increased by 1.6% (2009 - declined by 2.0%)

Much of the increase in capital values occurred in the first half
of the year when the broader recovery in values which started
in July 2009, continued strongly. The principal element of this
recovery was driven by reducing yields, although this factor
tailed off in the second half of 2010.

Retail and residential, our two largest sectors by capital value
were also our two strongest performers.    Retail showed an
overall increase in capital value of 15.9%, which contrasted
with the experience in our office sector, a less significant
element of our business, which showed growth of only 1.6%.
The rise in value of our retail portfolio reflected both rising
rental levels, as well as the yield benefits referred to above.

This healthy overall performance reflects the continuing
attractiveness of central London property, the resilience of the
West End and the premium location offered by Chelsea and
Knightsbridge. Our investment markets have remained supply
constrained throughout the recession and into the recovery.

Property Portfolio
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Acquisitions A    nd Disposals
We were disappointed in 2009 at the lack of attractive
acquisition opportunities. During 2010 we had more success,
acquiring a number of commercial (mainly retail) properties, 
all in the King�s Road. The total cost of these was just over 
£80 million. One of these purchases was the headlease of 
the new Anthropologie retail unit at 131 � 143 King�s Road.

Sales of residential properties through the Leasehold Reform 
Act process recovered in 2010. From the subdued level of 55
residential unit sales yielding total proceeds of £40.5 million
achieved in 2009, we returned to 109 unit sales yielding 
total proceeds of nearly £80 million for the year, similar to 
the levels achieved in 2007 and 2008.  The number of new
claims being received has held steady since.

ANTHROPOLOGIE   KING’S ROAD



Developments
2010 has been a relatively quiet year. We completed the 
office redevelopment at 3 Cadogan Gate providing 6,700 ft.† 
of contemporary office space behind a retained facade and 
this was let prior to completion. We have also been on site 
on two projects in Sloane Square, the refurbishment of the 
old HSBC bank at 13/14 Sloane Square, which will provide 
a new and prominent retail unit, and 49/51 Sloane Square,
previously the Oriel, which is being refurbished to provide 
a new and extended bar/restaurant. We have received much
interest in both these properties, although we have not yet
commenced marketing.

Both of these projects, when completed, will add significantly
to the attractiveness and vibrancy of Sloane Square, in the
centre of our property holdings.

We have a number of medium-size development projects
across all sectors on which we are currently working and 
which will result in an increase in schemes onsite in 2011 
and 2012. Also we are making progress with our plans for 
the redevelopment of Granville and Liscartan Houses at 
127 � 135 Sloane Street. A formal planning application will 
be submitted in mid 2011 and if successful, we hope to start
work early in 2013.
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KING’S ROAD

Lettings
Our vacancy levels across all sectors remained low throughout
the year and have continued into 2011. Although there are
clouds on the horizon for the wider economy, we have not 
    yet seen any impact on letting activity. 

Our residential lettings team is as busy as ever and rarely 
have more than a handful of flats or houses available at any 
one time. We saw a meaningful rise in rent levels during 
2010, reflecting the continuing imbalance between supply 
and demand for good quality well located residential units. 
We are continuing our programme to upgrade the quality 
and attractiveness of our residential units. 

In respect of retail we have continued to be highly selective
with new tenants seeking space. It is of vital importance to
maintain a stimulating, desirable and high quality retail mix 
to attract shoppers to our key areas. Amongst the new names
for us this year has included Brora, Cath Kidston, Beatrix Ong,
BCBG Max Azria, and Sarah Pacini. The White Company,
whose first ever shop opened in Symons Street in 2001,
expanded into new flagship premises, also in Symons Street. 
We also welcomed Anthropologie, the US fashion and 
lifestyle retailer, to King�s Road following our acquisition of 
the headlease of 131 � 143 King�s Road.

During the year we put considerable effort into developing 
our strategy for the Duke of York Square�s retail. This has been
through a detailed research led approach to understand better
the requirements of our shoppers and will lead to a number 
of changes in the marketing and retail mix of the Square. 
First and most obvious of these has been the opening of a 
new Banana Republic store in March this year and further
developments are planned to add weight and interest to the
retail offer.

Within our office portfolio letting activity has been relatively
quiet, principally reflecting our low level of void space. 



Financial Review
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Trading Highlights
  � Rental income rose from £88.5 million to £92.3 million

Increase of 4.3%
� Property and administrative expenses reduced from £34.9

million to £33.8 million Reduction of 2.9%
� Residential enfranchisement sales increased from £40.5

million to £79.9 million Increase of 97.3%
� Profit on ordinary activities before taxation increased from

£38.0 million to £42.3 million Increase of 11.2%
� Earnings per share grew from 23.5 pence per share to 26.7

pence per share Increase of 13.6%

The growth in rental income was boosted by the contribution
from acquisitions made during 2010. These contributed 
£1.6 million to the total rental growth of £3.8 million. 
The balance of the increase came from the combined effect 
of lease renewals and rent reviews with rental values rising
most notably in our retail and residential sectors.

Although we lost a few tenants to recessionary pressures,
overall the impact was insignificant and less than we had
budgeted for.

We maintained a tight control over property and administrative
expenses and were pleased to reduce the total of these as
compared with the previous year. The most significant area 
of savings was in maintenance and repairs and the operating
deficit of the Cadogan Hall also showed a most welcome
improvement. This reflected improved management of the risk
profile of events put on at the Hall.

Enfranchisement sales increased markedly from the low level
experienced in 2009, nearly doubling in total to a value of
£79.9 million. The overall level of profit on these sales however
was at lower levels than we have experienced in previous
years, but this was attributable to one-off technical valuation
issues on a few large properties. 

Net interest payable reduced slightly from £25.3 million to
£24.6 million, principally reflecting the strong cash flows 
from enfranchisement sales. We held surplus cash on deposit
for most of the year until the completion of a number of
acquisitions in the second half of the year and the payment 
of the annual dividend in December.

52 CADOGAN SQUARE   
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Balance Sheet And Borrowings
The recovery in the UK property market helped to raise the year
end value of investment properties, which was the major factor
contributing to the rise in group shareholders funds from £2.30
billion to £2.57 billion. Net assets per share increased from
£19.17 to £21.43 and balance sheet gearing improved from
17.5% to 16.5%. Our financial ratios remain healthy and we
continue to maintain significant headroom against the various
covenants and other limitations required of us by our bankers
and shareholders.

There were no major changes in the level or make up of our
borrowings during 2010. Net debt increased from £403.5
million to £425.4 million, principally as a result of the relatively
high level of acquisitions undertaken during the year. At the year 
end the group had £11.3 million of cash in hand and undrawn
credit facilities of £95 million. 

Since the year end we have completed a third round of finance
raising from the private placement market. The principal
purpose of raising this finance was to enable us to repay a 
£100 million bank term loan, due to expire at the end of 2011. 
We completed the finance raising at the end of March 2011,
raising a total of just over £150 million and the bank term 
loan was repaid immediately, at no penalty, from the proceeds
of the issue. We have earmarked the balance of the funds 
raised for our future acquisition programme. 

As with our previous rounds of private placing finance we have
swapped all the US dollars raised into sterling, both principal
and interest amounts, and have swapped into fixed rates for 
the term of the loan notes. The maturities of this third round of
private placing loan notes vary between 10 years and 30 years
and the interest rate payable is fixed throughout the term of the
loan notes at an overall effective rate of 5.42%.

Based on our borrowing position at 31 December 2010 our
existing borrowings had an average maturity of 15 years and 
an average effective interest rate of 5.7%. The addition of the
money raised from the third private placing will have the effect
of increasing our overall average maturity and marginally
reducing the effective interest rate. The majority of this
financing is on an unsecured basis.

We are proud of and value the relationships we have developed
with our long-term lenders and these arrangements provide
valuable certainty in our financing profile and support our
strategy for the business.

117 SLOANE STREET   



Approach To Risk Management
Cadogan is a long term property investor with a clearly defined
focus on high quality property assets located in central London.
The group has appropriate policies and methodologies in place
to identify, assess and manage the risks faced by the business.
Because of its private ownership and long-term perspective the
group is able to aim for a high level of resilience in all areas of
its business.  

The principal risks and uncertainties faced by the group and a
brief summary of how it deals with each of these areas of risk
are set out below:

� Property market risks � the risks arising from unexpected
changes in the market for property investment, development
and occupation.

� Finance and cash flow risks � the risks associated with
unexpected changes in interest rates and availability of debt
finance.

� Property operational risks � the risks associated with the
management and ownership of property.

As a long-term investor the group is less reliant than others upon
predicting property market cycles and aims to manage the impact
of the property cycle by ensuring that the group has a relatively
high proportion of committed long term loan finance and high
levels of available liquidity. These factors also assist the group in
managing such cash flow and liquidity risks as it faces.

Although the group�s investment properties are concentrated in
a relatively small geographic area there are a large number of
properties in many different uses. The largest individual property
represents 3.2% of the total portfolio value and the highest
individual rent 4.7% of total annual rental income. These factors
help the group to assess and manage its price and credit risks.

The majority of the group’s long-term borrowings are at fixed 
rates of interest, achieved either by agreement with the lender, 
or through the interest rate derivatives market. The group would
normally expect at least 66% of long-term debt to be subject to
fixed rates of interest. The group does not undertake financial
instrument transactions that are speculative or unrelated to the
group’s trading activities. Board approval is required for the use 
of any new financial instrument.

The private placings of debt which took place in December 2006,
August 2008 and March 2011 included a significant proportion 
of US dollar borrowings. All exposure to US dollars in relation to
both interest and capital repayments was swapped into sterling on
the date on which the loans were committed, and as a result there
is no residual foreign exchange risk exposure to the group. Hedge
accounting is used when certain criteria are met, as explained in
the accounting policies. Operationally the group has no foreign
currency exposure.

In managing property operational risks the group has established
appropriate internal policies, but also makes considerable use 
of external specialists to advise on policies and requirements, 
and to ensure compliance with the established policies and
external regulations.
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Prospects
The UK economy remains in recovery mode and the most 
likely prospect for the coming year is of slow growth along a
potentially bumpy road. The proposed fiscal tightening will put
pressure on the economy but the anticipated public sector cuts
will be over several years and the private sector is expected to
grow over this period to absorb at least some of the capacity
released. The government and the monetary authorities will
continue to be required to strike a fine balance between
stimulating growth and controlling inflation.

Investor sentiment towards the UK property market improved
during 2010, although IPD figures show much slower capital
growth in the second half of the year. Latest projections for 2011
suggest limited prospect of further capital growth, although the
yield gap between property and most other financial assets
remains at a high level, which is likely to support the value of
commercial property in the medium-term.

Central London has outperformed the rest of the UK property
market during 2010, with strong growth in London offices and
retail. The fundamentals, particularly for London offices, continue
to look good over the next two to three years. I am confident that
London will remain attractive to international capital, businesses
and residents and I expect   that Cadogan will continue to
benefit from our strong position and local knowledge in the
Knightsbridge and Chelsea markets coupled to our active
management approach.

We have substantial funding available for investment and will
continue to acquire selectively and at market value where 
we see opportunities that will benefit our existing holdings.

We remain committed to our long term strategy of developing
and enhancing a cohesive estate based on Sloane Street, the
Sloane Square area and the King�s Road. I am confident about
the future and that the focus on our core Estate, the active
management of our assets and delivering quality accommodation
and service to our occupiers remains the right strategy for our
long term success.

Hugh Seaborn
28 April 2011

CHIEF EXECUTIVE�S REVIEW 21
31 DECEMBER 2010

SAATCHI GALLERY   DUKE OF YORK SQUARE



After making enquiries, the directors have a reasonable expectation that the group has adequate resources to continue in
operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the
annual report and financial statements.

Statement Of Directors� Responsibilities 
The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law
and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable law). Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the group and the company and of
the profit or loss of the group for that period. In preparing those financial statements, the directors are required to:

� select suitable accounting policies and then apply them consistently;
� make judgements and estimates that are reasonable and prudent;
� state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and

explained in the financial statements; and
� prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will

continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
financial position of the company and to enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
company�s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.

Disclosure Of Information To The Auditors
So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information,
being information needed by the auditor in connection with preparing its report, of which the auditor is unaware. Having made
enquiries of fellow directors and the group�s auditor, each director has taken all the steps that he is obliged to take as a director
in order to make himself aware of any relevant audit information and to establish that the auditor is aware of that information.

Auditors
A resolution concerning the re-appointment of Ernst & Young LLP as auditors will be proposed at the forthcoming annual
general meeting.

By order of the board

P M Loutit
Secretary
28 April 2011 Registered Number: 2997357

The directors present their report and the financial statements for the year ended 31 December 2010.

Principal Activity And Review Of The Business
The principal activity of the group during the year continued to be property investment. A review of the group�s business during
2010 and its future prospects is contained in the Chief Executive�s review on pages 4 to 21.

Results And Dividends
The consolidated profit and loss account set out on page 26 shows a profit attributable to the shareholders for the year of
£32,013,000 (2009 � £28,170,000). An interim dividend of £30,000,000 (2009 � £30,000,000) equivalent to 25p per ordinary
share (2009 � 25p per ordinary share) was declared and paid during the year.  

Risk Management
A summary of the principal risks and uncertainties has been included in the Chief Executive�s review on page 19.

Directors
All the directors holding office during the financial year and up to the date of this report are listed on page 2. 

The ultimate holding company maintains liability insurance for its directors and officers and for those of its subsidiaries in
respect of proceedings brought by third parties, subject to the conditions set out in section 234 of the Companies Act 2006.
Such qualifying third party indemnity provision remains in force as at the date of approving the directors� report.

Directors� Interests
The directors� interests in the shares of the company at 31 December 2010 were as follows:

Non-beneficial
31 December 2010 31 December 2009

The Earl Cadogan Ordinary shares of £1 each 10,275,547 10,275,547
Viscount Chelsea Ordinary shares of £1 each 4,982,083 4,982,083

Viscount Chelsea also held a beneficial interest in 5,000,000 (2009 � 5,000,000) ordinary shares of £1 each in the ultimate
holding company. In addition, the infant children of Viscount Chelsea are amongst the beneficiaries of trust funds which held
28,435,000 (2009 � 28,435,000) ordinary shares of £1 each in the ultimate holding company and 7,710,367 (2009 � 7,710,367)
ordinary shares of £1 each in Cadogan Group Limited.

The interests of the Hon. J H M Bruce, C V Ellingworth, J D Gordon and J A de Havilland are disclosed in the financial
statements of the ultimate holding company. 

Charitable Contributions
The group�s charitable contributions for the year were £46,000 (2009 � £184,000). In addition, the Cadogan Charity, a
shareholder in the company, makes donations to a variety of local and national charities.

Going Concern
The group�s business activities, together with the factors likely to affect its future development, its financial position, financial
risk management objectives, details of its financial instruments and derivative activities, and its exposures to price, credit,
liquidity and cash flow risk are set out in the Chief Executive�s review.

The group has considerable financial resources derived from an established investment property portfolio in prime central
London. The group also has substantial long-term committed financing arrangements which have been further increased since
the year end through the issue of £150 million of additional long term unsecured loan notes to the US private placement
market. These additional funds were used in March 2011 to repay in full the £100 million bank term loan included within
current liabilities in the group’s balance sheet at 31 December 2010. Taking this and all other factors into account the 
directors believe that the group is well placed to manage its business risks successfully. 
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Opinion On Other Matter Prescribed By The Companies Act 2006
In our opinion the information given in the Chairman�s Statement, the Chief Executive�s Review and the Directors� Report for the
financial year for which the financial statements are prepared is consistent with the financial statements.  

Matters On Which We Are Required To Report By Exception
We have nothing to report in respect of the following matters where the Companies act 2006 requires us to report to you if, in
our opinion:

� adequate accounting records have not been kept by the company, or returns adequate for our audit have not been received; or
� the financial statements are not in agreement with the accounting records and returns; or
� certain disclosures of director� remuneration specified by law are not made; or
� we have not received all the information and explanations we require for our audit. 

Richard Murray (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

28 April 2011

We have audited the financial statements of Cadogan Group Limited for the year ended 31 December 2010 which comprise 
the Consolidated Profit and Loss Account, the Consolidated and Company Balance Sheets, the Consolidated Statement of Total
Recognised Gains and Losses, The Note of Historical Cost Profit and Losses, The Reconciliation of Movement in Consolidated
Shareholders� Funds, the Consolidated Cash Flow Statement and the related notes 1 to 25. The financial reporting framework 
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice). 

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company’s members as a body, for our audit work, for this report, or 
for the opinions we have formed.

Respective Responsibilities Of Directors And Auditors
As explained more fully in the Statement of Directors� Responsibilities set out on page 23, the directors� are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit the
financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards
require us to comply with the Auditing Practices Board�s Ethical standards for Auditors.

Scope Of The Audit Of The Financial Statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the company�s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements. 

In addition, we read all the financial and non-financial information in the directors reporting and financial statements to identify
material inconsistencies with the audited financial statements. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report. 

Opinion On The Financial Statements
In our opinion the financial statements:

� give a true and fair view of the state of the group�s and parent company�s affairs as at 31 December 2010 and of the group�s 
profit for the year then ended;

� have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and  
� have been prepared in accordance with the requirements of the Companies Act 2006.
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Note 2010 2009

£000 £000

Turnover 2 93,548 90,055

Property expenses (22,531) (24,012)

Net Rental Income 71,017 66,043

Other income 1,794 1,768

Administrative expenses (11,309) (10,856)

Rental Income Net of Expenses 61,502 56,955

Movements in provision for diminution of value 3 1,132 �

Operating Profit 6 62,634 56,955

Profit on sale of investment properties 4 4,309 6,370

Profit on Ordinary Activities before Interest 66,943 63,325

Interest receivable 371 454

Interest payable 5 (24,999) (25,731)

Profit on Ordinary Activities before Taxation 42,315 38,048

Tax on profit on ordinary activities 8 (10,302) (9,878)

Profit on Ordinary Activities after Taxation Attributable to Shareholders 32,013 28,170

Dividends 9 (30,000) (30,000)

Retained Profit/(Loss) for the Year 10 2,013 (1,830)

Earnings Per Share 11 26.7p 23.5p

Notes 1 to 25 form an integral part of these financial statements.

Note 2010 2009

£000 £000

Fixed Assets

Tangible fixed assets 12 3,046,249 2,739,046

Current Assets

Debtors 14 11,570 12,190

Cash at bank and in hand 22 11,269 33,144

22,839 45,334

Creditors amounts falling due within one year

Bank loans and other borrowings 16 104,000 �

Trade and other creditors 15 44,593 30,358

Corporation tax 5,868 4,850

154,461 35,208

Net Current Assets/(Liabilities) (131,622) 10,126

Total Assets Less Current Liabilities 2,914,627 2,749,172

Creditors amounts falling due after more than one year

Bank loans 16 � 100,000

Other long term borrowings 16 332,625 336,625

332,625 436,625

Provisions For Liabilities And Charges

Deferred taxation 17 10,899 10,716

Long term pension (asset)/liability 23 (391) 1,018

2,571,494 2,300,813

Capital And Reserves

Share capital 18 120,000 120,000

Revaluation reserve 19 1,840,418 1,647,138

Profit and loss account 19 611,076 533,675

Shareholders� Funds 2,571,494 2,300,813

The Earl Cadogan     - Director

H R Seaborn              - Director

28 April 2011

Notes 1 to 25 form an integral part of these financial statements.
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Consolidated Statement Of Recognised Gains And Losses
2010 2009

£000 £000

Profit for the year attributable to shareholders 32,013 28,170

Unrealised actuarial gain/(loss) on pension commitments 1,692 (953)

Current taxation on the actuarial (gain)/loss on pension commitments � 206

Deferred taxation on the actuarial (gain)/loss on pension commitments (457) 61

Unrealised surplus on revaluation of investment properties 270,422 185,064

Unrealised deficit on revaluation of land and buildings (2,900) (350)

Attributable taxation on realised revaluation surplus (89) �

Total Recognised Gains And Losses In The Year 300,681 212,198

Note Of Historical Cost Profits And Losses
2010 2009

£000 £000

Reported profit on ordinary activities before taxation 42,315 38,048

Realisation of property revaluation gains of previous years 74,242 33,286

Historical Cost Profit On Ordinary Activities Before Taxation 116,557 71,334

Historical Cost Profit For The Year Retained After Taxation, 

Minority Interests And Dividends 76,166 31,456

Reconcilliation Of Movement In Consolidated Shareholders� Funds
2010 2009

£000 £000

Total recognised gains and losses in the year 300,681 212,198

Dividends (30,000) (30,000)

Net addition to shareholders� funds 270,681 182,198

Opening shareholders� funds 2,300,813 2,118,615

Closing Shareholders� Funds 2,571,494 2,300,813

Notes 1 to 25 form an integral part of these financial statements.

Note 2010 2009

£000 £000

Fixed Assets

Investments 13 117,317 117,317

Current Assets

Amounts due from subsidiary undertakings 571,899 494,488

Creditors amounts falling due within one year

Other creditors 15 68 62

Taxation 9 9

77 71

Net Current Assets 571,822 494,417

Total Assets Less Current Liabilities 689,139 611,734

Creditors amounts falling due after more than one year

Long term borrowings 16 3,080 3,080

686,059 608,654

Capital And Reserves

Share capital 18 120,000 120,000

Profit and loss account 19 566,059 488,654

Shareholders� Funds 686,059 608,654

The Earl Cadogan     - Director

H R Seaborn              - Director

28 April 2011

Notes 1 to 25 form an integral part of these financial statements.
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Note 2010 2009

£000 £000

Net Cash Inflow From Operating Activities 20 67,786 58,283

Returns On Investments And Servicing Of Finance

Interest received 371 454

Interest paid (24,978) (25,575)

Net Cash Outflow From Returns On Investments And Servicing Of Finance (24,607) (25,121)

Taxation

Corporation tax paid (9,108) (6,893)

Capital Expenditure And Financial Investment

Purchase of tangible fixed assets (102,904) (30,736)

Proceeds from sales of fixed assets 79,880 40,277

Net Cash Inflow/(Outflow) From Capital Expenditure And Financial Investment (25,946) 9,541

Disposals

Net cash transferred on liquidation of subsidiary undertaking � (51)

Equity Dividends Paid (30,000) (30,000)

Net Cash Inflow/(Outflow) Before Financing (21,875) 5,810

Financing

Increase in long term borrowings � �

Repayment of long term borrowings � �

Net Cash Inflow From Financing 22 � �

Increase/(Decrease) In Cash For The Year 22 (21,875) 5,810

Notes 1 to 25 form an integral part of these financial statements.

1    Accounting Policies

(a)  Accounting convention
The financial statements have been prepared under the historical cost convention modified by the revaluation of 
investment properties and properties under development and in accordance with UK applicable accounting standards.
Compliance with SSAP 19 �Accounting for Investment Properties� requires a departure from the requirements of the
Companies Act 2006 relating to depreciation and an explanation of this departure is given in (g) below.

(b) Basis of consolidation
The group financial statements consolidate the financial statements of Cadogan Group Limited and its subsidiary
undertakings for the year ended 31 December 2010. No profit and loss account is presented for Cadogan Group Limited 
as permitted by section 408 of the Companies Act 2006.

(c) Turnover
Turnover is stated net of VAT, and comprises gross rents, including reverse premiums received on early lease terminations,
commissions and other fees receivable. The cost of all lease incentives (such as rent-free periods) is offset against the total
rent due and the net rental income is then spread evenly over the period from the start of the lease to the date of the next
rent review or the lease end date. Increases in rents arising from rent reviews are recognised when the review has been
completed and agreed with the tenant.

(d) Investments
Investments in subsidiaries are included at cost, less a provision for diminution in value where applicable.

(e) Land and buildings, investment properties and properties under development
Land and buildings, investment properties and properties under development are included in the financial statements at
market valuation at the year end. Any surplus arising on revaluation is taken through the statement of total recognised gains
and losses to the revaluation reserve. Any resulting deficit, if temporary, is taken through the statement of total recognised
gains and losses to the revaluation reserve. If a deficit below original cost arises and is deemed to be permanent it is taken
through the profit and loss account. Additions to properties include costs of a capital nature only; interest and other costs 
in respect of developments and refurbishments are charged to the profit and loss account as incurred.

(f) Profit on sale of properties
Profits or losses on the sale of investment properties are calculated by reference to the book value at the end of the
previous year, adjusted for any subsequent capital expenditure, and are treated as exceptional items. Such transactions 
are recognised on the exchange of contracts, providing no material conditions remain outstanding.

(g) Depreciation
In accordance with SSAP 19 no depreciation is provided on freehold investment properties. Although the Companies Act
2006 requires all properties to be depreciated the directors believe that departure from this requirement is necessary in
order for the financial statements to give a true and fair view. Depreciation is reflected in the open market value of the
investment properties included in the financial statements and cannot be quantified separately.

Plant and equipment is depreciated on a straight line basis at annual rates varying between 10% and 33%.
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1    Accounting Policies (continued)

(h) Taxation
Provision is made for deferred taxation on all material timing differences. No deferred taxation is provided on the
revaluation of investment properties, unless a binding agreement for the sale of the asset exists at the year end. 

(i) Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted rate if the
transaction is covered by a forward foreign currency contract. Monetary assets and liabilities denominated in foreign currencies
are retranslated at the rate of exchange ruling at the balance sheet date or if appropriate at the forward contract rate.

(j) Derivative instruments
The group uses forward foreign currency contracts to reduce exposure to foreign exchange rates. The group also uses
interest rate swaps to adjust interest rate exposures. The group considers its derivative instruments qualify for hedge
accounting when certain criteria are met. Details of the relevant criteria are set out below.

Forward foreign currency contracts
The criteria for forward foreign currency contracts are:

� the instrument must be related to a firm foreign currency commitment;
� it must involve the same currency as the hedged item; and
� it must reduce the risk of foreign currency exchange movements on the

group�s operations.

The rates under such contracts are used to record the hedged item. As a result, gains and losses are offset against the
foreign exchange gains and losses on the related financial assets and liabilities, or where the instrument is used to hedge a
committed future transaction, are not recognised until the transaction occurs.

Interest rate swaps
The group�s criteria for interest rate swaps are:

� the instrument must be related to an asset or a liability; and
� it must change the character of the interest rate by converting a variable rate

to a fixed rate or vice versa.

Interest differentials are recognised by accruing within net interest payable. Interest rate swaps are not revalued to fair 
value or shown on the group balance sheet at the year end. If they are terminated early, the gain/ loss is spread over the
remaining maturity of the original instrument.

(k) Pension benefits 
The pension costs relating to the group�s defined benefit scheme are accounted for in accordance with Financial Reporting
Standard 17 � �Retirement Benefits� (FRS17). Current service costs and net financial returns are included in the profit and
loss account in the year to which they relate. Actuarial gain and losses and movements on the deferred asset relating to the
pension liability are recognised in the statement of recognised gains and losses.

The annual contributions for defined contribution schemes are charged to the profit and loss account in the year to which
they relate.

2    Turnover
2010 2009

£000 £000

Gross rental income 92,335 88,531

Fees, commissions and other property income 1,213 1,524

93,548 90,055

All the group�s turnover derives from property investment and arises in the 
United Kingdom.

3    Movements In Provision For Diminution In Value
2010 2009

£000 £000

Write back of impairment losses on investment properties 7,632 �

Impairment losses on investment properties (6,500) �

1,132 �

4    Profit On Sale Of Investment Properties
2010 2009

£000 £000

Profits on sales of freeholds and receipt of long lease premiums,  
less directly related costs and expenses 4,309 6,370

5    Interest Payable
2010 2009

£000 £000

Interest on bank loans and other borrowings not wholly repayable within five years 21,386 21,457

Interest on bank loans, overdrafts and other borrowings repayable within five years 3,648 4,115

Other interest (35) 159

24,999 25,731
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6    Operating Profit
2010 2009

£000 £000

Operating profit is stated after charging:

Depreciation 476 505

Auditors� remuneration:

Audit of the financial statements � includes £45,000 in respect 

of the company (2009 - £42,000) 148 138

Other fees to auditors � tax services 229 202

Hire of plant and equipment 1 1

Operating profit also includes an amount of £657,000 (2009 - £982,000) 
being the net operating loss of Cadogan Hall.

7    Directors And Employees
2010 2009

£000 £000

Aggregate directors� emoluments in respect of qualifying services 2,268 1,904

Included within directors� emoluments above are contributions to money 
purchase pension schemes for three directors amounting to £148,000 (2009 
3 directors � £144,000).  

The emoluments, excluding pension contributions, of the highest paid 
director were £824,000 (2009 � £601,000). Included within the figure for 
emoluments received in 2010 is £100,000 which relates to 2009.

2010 2009

£000 £000

Employee costs:

Wages and salaries 4,437 4,064

Social security costs 522 441

Pension costs � defined contribution scheme 436 409

Pension costs � net cost of defined benefit scheme 274 230

5,669 5,144

The average number of persons employed by the group, including executive 
directors, during the year was 72 (2009 � 70).

8    Taxation
(a)  Analysis of charge in the year

2010 2009

£000 £000

Current tax:

UK corporation tax 11,113 8,623

Adjustments in respect of previous years (994) (176)

Total current tax 10,119 8,447

Deferred tax:

Origination and reversal of timing differences 183 1,431

Total deferred tax 183 1,431

Tax on profit on ordinary activities 10,302 9,878

(b)  Factors affecting tax charge for the year
The tax charge for the current year is lower than the current standard 
rate of corporation tax in the UK of 28.0% (2009 � 28.0%). 
The difference is explained as follows:

2010 2009

% %

Standard tax rate 28 28

Actual current tax rate 24 22

Difference (4) (6)

Explained by:

Effect of rollover relief and indexation allowance on taxable profits 

on property disposals (3) (5)

Capital allowances in excess of depreciation (3) (4)

Short lease premiums received 2 �

Sundry permanent differences 2 3

Adjustment to tax in respect of prior periods (2) �

(4) (6)
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10 Retained Profit/(Loss) For The Year

2010 2009

£000 £000

The profit/(loss) for the year has been retained by:

The company 77,405 30,761

Subsidiaries (75,392) (32,591)

2,013 (1,830)

The parent company�s profit before dividends for the financial year was
£107,405,000 (2009 � £60,761,000).

11 Earnings Per Share

The calculation of earnings per ordinary share for 2010 is based on earnings
attributable to ordinary shareholders of £32,013,000 (2009 � £28,170,000)
and on 120,000,000 ordinary shares (2009 � 120,000,000 ordinary shares)
being the effective number of such shares in issue during the year.

8    Taxation (continued)

(c)   Factors that may affect future tax charges
In the budget of 22 June 2010, the Chancellor of the Exchequer announced tax
changes, which, if enacted in the proposed manner would have an impact on
the group’s future tax position. The budget proposed a decrease in the rate of
UK corporation tax from 28% to 24% by 1% each year from April 2011, to be
enacted annually. As at the balance sheet date, only the first 1% tax reduction
from April 2011 had been ’substantively enacted’ and hence in accordance
with accounting standards, it is only the impact of this 1% reduction that has
been reflected in the group’s financial statements as at 31 December 2010. 

In the budget of 23 March 2011, this proposal was amended such that the rate
will reduce to 26% from April 2011, with a subsequent 1% reduction in each
of the next three years taking the rate to 23%, from April 2014.

The effect on the group of the further proposed reductions in the UK corporation
tax rate will be reflected in the group’s financial statements in future years, as
appropriate, once the proposals have been substantively enacted.

The effect of the reduction in the tax rate to 23% on the group�s deferred tax
liability would be to reduce the deferred tax liability (set out in note 17) by
£1,615,000. The rate changes will also impact the amount of future tax
payments to be made by the group.

No provision has been made for deferred tax which would arise in the event
that the group disposed of its investment properties at their current market
values included in these financial statements. Tax would be payable on these
disposals to the extent that rollover relief is not available. The total potential
deferred tax liability on the sale of all the group�s investment properties is
£676 million (2009 � £591 million).

9 Dividends

2010 2009

£000 £000

25.0p per share paid on 16 December 2010 30,000 �

8.33p per share paid on 5 June 2009 � 10,000

16.67p per share paid on 23 October 2009 � 20,000

30,000 30,000
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12 Tangible Fixed Assets

Group

Freehold Freehold
investment land and Plant and
properties buildings equipment Total

£000 £000 £000 £000

Cost or valuation

At 1 January 2010 2,727,168 8,900 5,103 2,727,171

Revaluation 270,422 (2,900) � 267,522

Additions 114,233 � 128 114,361

Disposals (75,336) � � (75,336)

Write back of impairment losses 1,132 � � 1,132

At 31 December 2010 3,037,619 6,000 5,231 3,048,850

Depreciation

At 1 January 2010 � � 2,125 1,620

Charge for the year � � 476 476

Disposals � � � �

At 31 December 2010 � � 2,601 2,601

Net Book Value

At 31 December 2010 3,037,619 6,000 2,630 3,046,249

At 31 December 2009 2,727,168 8,900 2,978 2,739,046

The valuation of the group�s freehold properties at 
31 December 2010 was carried out by Chapman
Petrie (commercial properties) and Cluttons
(residential properties), both firms of chartered
surveyors, on the basis of market value, in accordance
with the Appraisal and Valuation Manual of the Royal
Institution of Chartered Surveyors. 

The historical cost of freehold investment properties
at 31 December 2010 was £1,201,937,000 (2009 
� £1,087,666,000). These amounts are stated after
the deduction of accumulated impairment losses of
£22,490,000 (2009 � £23,622,000).

It has been decided to separately disclose the group�s
offices, presently at 18 Cadogan Gardens, as freehold
land and buildings rather than within freehold
investment properties. The above note reflects this
amendment which has no effect on the total net book
value of tangible fixed assets at 31 December 2009
and 31 December 2010. 

13  Fixed Asset Investments
Company

£000

Investment in subsidiary companies at cost

Ordinary shares

At 31 December 2010 and 31 December 2009 117,317

The principal subsidiary companies at 31 December
2010 were:

Proportion of
Company Nature of business shares held

%

Held directly

Cadogan Estates Limited Property investment 100

Chelsea Land Limited Intermediate holding company 100

Held indirectly

Cadogan Estates Property Investments Limited Property investment 100

Cadogan Developments Limited Property investment 100

Cadogan Hall Limited Venue management 100

Cadogan Holdings Limited Property investment 100

Chelsea Land Developments Limited Property investment 100

14 Debtors
Group

2010 2009

£000 £000

Trade debtors 261 936

Other debtors 5,938 5,449

Accrued income 5,371 5,805

11,570 12,190

15 Trade And Other Creditors
Group Company

2010 2009 2010 2009

£000 £000 £000 £000

Trade creditors 2,612 2,245 � �

Other creditors and accruals 21,501 11,402 45 42

Social security and other taxation 187 173 23 20

Deferred income 20,293 16,538 � �

44,593 30,358 68 62
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16   Borrowings

(a)  Bank Loans and Overdrafts

Repayable other than by instalments: Group

2010 2009

£000 £000

Bank loans (all unsecured)

Amounts falling due:

Within one year 100,000 �

In two to five years � 100,000

100,000  100,000

At 31 December 2010 the group had committed but
undrawn credit facilities of £75.0 million (2009 -
£75.0 million) under a revolving credit facility
arrangement.

(b)  Other Long Term Borrowings Group Company

2010 2009  2010 2009

£000 £000  £000 £000

Amounts falling within one year:

6.941% commercial mortgage loan 2025 4,000 � � �

Amounts falling due in two to five years:

6.941% commercial mortgage loan 2025 16,000 16,000 � �

20,000 16,000 � �

Amounts falling due in more than five years:

5.75% unsecured loan notes 2016 3,080 3,080 3,080 3,080

6.45% $40m unsecured loan notes 2018 20,141 20,141 � �

7.33% £4m unsecured loan notes 2018 4,000 4,000 � �

6.60% $45m unsecured loan notes 2020 22,659 22,659 � �

6.75% $23m unsecured loan notes 2023 11,581 11,581 � �

6.941% commercial mortgage loan 2025 80,000 84,000 � �

5.77% $90m unsecured loan notes 2036 45,720 45,720 � �

6.87% £20m unsecured loan notes 2042 20,000 20,000 � �

5.92% $30m unsecured loan notes 2046 15,240 15,240 � �

5.11% £25m unsecured loan notes 2046 25,000 25,000 � �

7.40% $58m unsecured loan notes 2051 29,204 29,204 � �

5.13% £40m unsecured loan notes 2056 40,000 40,000 � �

316,625 320,625 3,308 3,080

Total other long term borrowings 336,625 336,625 3,080 3,080

The 6.941% commercial mortgage loan 2025 is 
secured by fixed charges over specific assets of 
subsidiary companies. £377,625,000 (2009 �
£377,625,000) of the total borrowings and overdrafts
is subject to fixed rates of interest to maturity, which
average 6.37% (2009 � 6.37%).

16   Borrowings (continued) 

(b)  Other Long Term Borrowings (continued)
In two private placings in December 2006 and August 2008 the group issued
a total of 10 series of unsecured loan notes with maturities ranging between
2018 and 2056. The total amount issued was £89 million and $286 million. 

All the interest payments and principal repayments relating to the loan notes
issued in US dollars were swapped into sterling at fixed exchange rates. 
This currency swap has the effect of reducing the effective interest rate on
the US dollar loans from the rates shown above to an average effective rate
of 6.37% (2009 � 6.37%). This, combined with the fixed interest rates
payable on the sterling loans gives an overall effective interest rate across 
all the series of notes, fixed until maturity, of 6.08% (2009 � 6.08%).

The market value of the group�s swap contracts at 31 December 2010 was
£45,400,000 (2009 � £32,018,000) less than their book value.

17  Deferred Taxation
Group

2010 2009

£000 £000

At 1 January 10,716 9,285

Deferred tax charge for the year:

Profit and loss account 183 1,431

At 31 December 10,899 10,716

The liability for deferred taxation comprises the following:

Accelerated capital allowances 11,481 11,462

Other timing differences (582) (746)

10,899 10,716

Deferred tax has not been provided on the chargeable gains that have been
rolled over. The unprovided deferred tax on rolled over gains is
£130,072,000 (2009 � £118,140,000).
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20   Reconciliation Of Operating Profit To Net  
Cash Inflow From Operating Activities

Group

2010 2009

£000 £000 £000 £000

Operating profit 62,634 56,955

Depreciation 476 505

Provisions for diminution in value (1,132) �

Difference between current service cost and 
pension contributions (222) (895)

(Increase)/decrease in debtors 1,846 (1,166)

Increase in creditors 4,184 2,884

Movement in working capital 6,030 1,718

Net cash inflow from operating activities 67,786 58,283

21 Reconciliation Of Net Cash Flow To 
Movement In Net Debt

Group

2010 2009

£000 £000

Increase/(decrease) in cash for the year (21,875) 5,810

Increase in debt � �

Movement in net debt for the year (21,875) 5,810

Net debt at 31 December 2009 (403,481) (409,291)

Net debt at 31 December 2010 (425,356) (403,481)

22 Analysis Of Net Debt
Group

At 31 At 31

December December

2009 Cash Flow Reclassification 2010

£000 £000 £000 £000

Cash at bank and in hand 33,144 (21,875) � 11,269

Bank overdrafts � � � �

Cash 33,144 (21,875) 11,269

Debt due within one year � � (104,000) (104,000)

Debt due after one year (436,625) � 104,000 (332,625)

(403,481) (21,875) � (425,356)

18   Share Capital
2010 2009

Authorised, allotted, Authorised, allotted,

issued and fully paid issued and fully paid

Number of Number of 

shares £000 shares £000

Ordinary shares of £1 each 120,000,000 120,000 120,000,000 120,000

19   Reserves
Group

Revaluation reserve

Arising on Arising on Profit

land and investment and loss

buildings properties Total account

£000 £000 £000 £000

At 1 January 2010 7,636 1,639,502 1,647,138 533,675

Profit for the year � � � 32,013

Dividend declared and paid � � � (30,000)

Surplus/(deficit) on revaluation of land and 
buildings and investment properties (2,900) 270,422 267,522 �

Revaluation surplus realised on premiums and 
sales of freeholds � (74,242) (74,242) 74,242

Attributable taxation on disposal of  
investment properties � � � (89)

Actuarial gain on pension commitments � � � 1,692

Attributable taxation on actuarial gain on 
pension commitments � � � (457)

At 31 December 2010 4,736 1,835,682 1,840,418 611,076

Company Profit

and loss account

£000

At 1 January 2010 488,654

Profit for the year 107,405

Dividend declared and paid (30,000)

At 31 December 2010 566,059
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23   Pension Arrangements

The group operates both defined benefit and defined contribution funded pension schemes for its employees. The assets of
these schemes are held separately from those of the group in independently administered funds. 

Defined benefit scheme
The group�s defined benefit pension scheme, which is closed to new members, is called the Cadogan Pension & Assurance
Scheme (�the Scheme�). The Scheme provides benefits based on final pensionable earnings, and contributions are based on
valuations carried out every three years by an independent actuary using the �attained age method�. The following disclosures
exclude any allowance for defined contribution schemes operated by the group. The FRS 17 liability value does not include
allowance for any discretionary benefits. 

The group expects to contribute around £521,000 to the Scheme during the year to 31 December 2011.

Assumptions 

The principal assumptions used to calculate Scheme liabilities include: 

2010 2009

Discount rate 5.40% pa 5.70% pa

Inflation assumption (RPI) 3.00% pa 3.00% pa

Pension increases in payment 5.00% pa 5.00% pa

Revaluation in deferment 5.00% pa 5.00% pa

Salary Increases 4.50% pa 4.50% pa

Retirements All members retire at age 60

Withdrawals An allowance is made for a certain proportion of active 
members to leave service each year before reaching 

Normal Retirement Date

Post retirement mortality assumption PNA00 based on year of PNA00 based on year of
birth using the long birth using the long

cohort projection subject cohort projection subject
to a minimum to a minimum

improvement of 1% per improvement of 1% per
annum and a multiplier annum and a multiplier 

of 90% of 90%

Tax-free cash No allowance No allowance

Long term expected rate of return on 
the Scheme�s assets 6.2% pa 6.2% pa 

Other assumptions are as for the long term ongoing funding basis in the actuarial valuation as at 25 December 2007.

23   Pension Arrangements (continued)

Under the mortality tables adopted, the assumed future life expectancy at 

age 60 is as follows: 

2010 2009

Life expectancy at age 60 Years Years

Male currently aged 40 32.1 32.0  

Female currently aged 40 34.5 34.4  

Male currently aged 60 29.8 29.7  

Female currently aged 60 32.4 32.3 

Assets 

The major categories of assets as a proportion of total assets are as follows:

2010 2009

Asset category £000 £000

Equities 16,060 13,126 

Bonds 8,532 8,370 

Other 502 407 

Total 25,094 21,903 

The actual return on the Scheme�s assets net of expenses over the period to 
   the Review Date was a gain of £3,191,000 (2009 gain - £3,697,000). 

The assets do not include any investment in shares or property of the group. 
The expected return on assets is a weighted average of the assumed long-term
returns for the various asset classes. Equity returns are developed based on 
the selection of an appropriate risk premium above the risk free rate which is
measured in accordance with the yield on government bonds. Bond returns 
are selected by reference to the yields on government and corporate debt as
appropriate to the Scheme�s holdings of these instruments.

Amounts recognised in the balance sheet 

2010 2009

£000 £000

Fair value of assets 25,094 21,903 

Present value of funded obligations (24,559) (23,317) 

Surplus/(deficit) before tax  535 (1,414) 

Related deferred tax asset/(liability) (144) 396

Net surplus/(deficit) 391 (1,018)
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23   Pension Arrangements (continued)

Amounts recognised in the statement of total recognised gains and losses 

over the year 

2010 2009

£000 £000

Actuarial gains and losses 1,692 (953)

Effect of limit on recognisable surplus � �

Total amount recognised in statement of total recognised gains and losses 1,692 (953)

Amounts recognised in the profit and loss account over the year

2010 2009

£000 £000

Current service cost (274) (230)

Interest cost (1,323) (1,270)

Expected return on assets 1,358 1,111

Total amounts recognised in the profit and loss account over the year (239) (389)

Reconciliation of assets and defined benefit obligation

The change in assets over the year was:

2010 2009

£000 £000

Fair value of assets at 1 January 21,903 18,206

Expected return on assets 1,358 1,111

Employer contributions 496 1,125

Benefits paid (496) (1,125)

Actuarial gain on assets 1,833 2,586

Fair value of assets at 31 December 25,094 21,903

The change in defined benefit obligation over the year was:

2010 2009

£000 £000

Defined benefit obligation at 1 January 23,317 19,403

Current service cost 274 230

Interest cost 1,323 1,270

Benefits paid (496) (1,125)

Actuarial loss 141 3,539

Defined benefit obligation at 31 December 24,559 23,317

23   Pension Arrangements (continued)

Summary of prior year amounts

2010 2009 2008 2007 2006

£000 £000 £000 £000 £000

Present value of defined benefit obligation (24,559) (23,317) (19,403) (19,765) (20,827)

Scheme assets 25,094 21,903 18,206 18,683 15,631

Surplus/(deficit) 535 (1,414) (1,197) (1,082) (5,196)

Experience gains and losses on 
scheme liabilities 1,151 (16) 1,210 (144) (271)

Changes in assumptions used to value  
scheme liabilities (1,292) (3,523) 398 2,283 1,348

Experience adjustments on scheme assets 1,833 2,586 (4,562) 294 472

The cumulative amount of actuarial gains and losses
recognised in the statement of total recognised gains
and losses since the Scheme’s inception was a profit
of £1,550,000 (2009 � loss £142,000).

Defined contribution schemes
The pension charge in respect of defined contribution
schemes represents contributions payable by the
group to such schemes and amounted to £436,000
(2009 � £409,000), of which £nil (2009 � £nil) was
unpaid at the balance sheet date.

24   Capital And Other Commitments
Group

2010 2009

£000 £000

Outstanding capital commitments were as follows:
Capital expenditure contracted for but not provided 
for in the financial statements 5,305 5,541

There were no outstanding commitments for capital
expenditure in the company at either year end.

25   Ultimate Ownership

The ultimate holding company is Cadogan Settled
Estates Limited, which is registered in England and
Wales and which is ultimately controlled by The
Eighth Earl Cadogan�s 6 December 1961 Settlement.
The consolidated financial statements of Cadogan
Settled Estates Limited may be obtained from The
Registrar of Companies, Companies House, Crown
Way, Cardiff, CF14 3UZ.
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2010 2009 2008 2007 2006

Net Assets

Investment properties £m 3,037.6 2,727.2 2,553.3 2,990.3 2,688.2

Net borrowings £m 425.4 403.5 409.3 343.4 345.3

Shareholders� funds £m 2,571.5 2,300.8 2,118.6 2,599.1 2,316.7

Net assets per share £ 21.43 19.17 17.66 21.66 19.31

Earnings

Gross rents £m 92.3 88.5 82.3 72.3 68.2

Operating profit: £m 62.6 57.0 51.4 42.0 48.2

Profit on sale of investment properties £m 4.3 6.4 11.7 11.6 16.6

Profit before interest £m 66.9 63.4 63.1 53.6 64.8

Net interest payable £m 24.6 25.4 22.7 22.8 21.3

Profit before taxation £m 42.3 38.0 40.4 30.8 43.5

Taxation £m 10.3 9.9 8.4 8.0 6.5

Profit after taxation £m 32.0 28.1 32.0 22.8 37.0

Earnings for ordinary shareholders £m 32.0 28.1 32.0 22.8 37.0

Earnings per share p 26.7 23.5 26.7 19.0 30.8

Key financial ratios

Balance sheet gearing % 16.54 17.54 19.32 13.21 14.90

Gross rents/interest cover times 3.75 3.48 3.63 3.17 3.20

Interest cover times 2.67 2.50 2.78 2.35 3.04
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