Financing

Overview

The activities of the Group are financed
through a mixture of equity, cash and bank
borrowings. As part of its normal activities,
the Group finances acquisitions and funds
developments with bank debt, while
maintaining cash in reserve. Loans are
arranged with banks with which the Group
has long-standing relationships and cash
is placed with selected financial institutions
with good credit ratings.

The Group has a number of financings

in place, with total committed loan facilities
of approximately £1 billion. Further to

the refinancings and loan restructurings
completed after the year end, the Group has
undrawn loan facilities of circa £306 million,
together with committed deposits,

sufficient to enable the completion of the
developments under construction and to
hold them thereafter. The other properties
are funded by a mix of site and investment
loans. At 30 June 2009, the average interest
cost of debt for the Group, excluding joint
ventures, was 6.5 per cent (30 June 2008:
6.9 per cent), with a weighted average interest
margin of 1.6 per cent (30 June 2008:

1.5 per cent).

Net debt as a proportion of the Group’s
total property portfolio at valuation was

79 per cent at 30 June 2009 (30 June 2008:
46 per cent).

“The Group has

no scheduled

loan maturities in
the current or next
financial year.”
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Loan maturities

In terms of loan maturities, the Group has
completed the refinancing of three loan
facilities during the year. Before the
refinancing, the facilities totalled £84.5 million
and had maturities of less than one year.
These have been refinanced with new
facilities totalling £68.6 million, and the
maturities have been extended by between
21 and 36 months.

Since 30 June 2009, we have also extended
four facilities totalling £144.3 million which
were due to expire in 2010. Consequently,
the Group is now in the position where it has
no scheduled loan maturities during the two
financial years ending 30 June 2011.

Financial covenants

At the Half Year, we reported that if existing
market conditions and property valuations
did not improve, the Group would not be

in compliance when certain financial loan
covenants were next tested based on the
financial results at 30 June 2009. Since then,
we have concluded our discussions with
our banks, and have negotiated revised
commercial terms for facilities approaching
£600 million, which include, inter alia, the
deferral of loan to value covenants, the
removal of interest guarantees and related
covenants, and the availability of additional
tranches within the respective facilities to
finance some post completion interest.

In return, the Group has pledged additional
security, incorporated certain leasing targets
and provided for an enhanced exit fee to the
banks. Other than facilities totalling circa
£43.6 million (which are not scheduled

to be tested until 2010, but based on

the valuations at 30 June 2009 are in
compliance), the Group has no net

worth or loan to value covenants due to

be tested during the financial years ending
30 June 2010 or 30 June 2011.

“At 30 June 2009,
the interest rates
on 96% of
our borrowings
are fixed.”

Interest rate management

With regard to risk management, the
Group’s policy is, where possible, to match
the revenue profile from the properties with
certainty in relation to interest costs. Where
there is less certainty of revenue, for example
as is the case where properties are being
developed, we endeavour to hedge interest
costs with swaps, caps and other financial
instruments. In terms of interest rate
hedging, we use interest rate derivatives

to manage the interest rate profile and, as

at 30 June 2009, 96 per cent of the Group’s
bank borrowings were hedged under
interest rate swap agreements. In addition,
the Group has in place forward-dated
interest rate swap agreements to hedge
future bank borrowings as we progress

and hold our developments. Bearing in mind
the unprecedented reduction in UK and
world interest rates since Autumn 2008,

the interest rate swap agreements historically
put in place are at higher than prevailing
interest rates and this position is reflected

in the valuation of the Group’s derivative
financial instruments. EPRA net asset

value adds back the Group’s share of the
non-cash valuation deficit of £53.2 million
on the basis that the swaps are held

to maturity.



Other performance
indicators

We have already set out the financial
performance indicators by which we assess
our business model. The sustainability of
our strategy however, is equally underpinned
by the attention we pay to wider, business-
critical aspects of our activities. All of our
developments have an impact on the
communities in which we operate and are
subject to a range of legal, regulatory and
planning regimes; we are committed to
maintaining compliance in all these areas.

Consistent with our commitment to be

at the forefront in this arena, we look to
anticipate and, where possible, take
commercial advantage of issues which may
affect the future value and earnings potential
of the business.

Health and safety

The health and safety of our employees

and contractors is a concern of paramount
importance to Minerva. During the year there
were seven Reportable Incidents (2008: one
Reportable Incident). None of the incidents
resulted in an external investigation by the
HSE or the issue by them of Improvement or
Prohibition Notices. This is a commendable
record given the considerable increase in
Minerva’s construction activity during the
year and we remain committed to a regime
of safe working practices.

People

We have a small and strong team of
commercially-focused and experienced
people, combining site-assembly,
development, management and financing
skills. Their acumen delivers the skills
which underpin the Minerva market offering.
Their loyalty to the Company is reflected

in terms of their average length of service
which stands at 7.6 years at 30 June 2009
(30 June 2008: 5.8 years).

Overview

Planning

Planning considerations constitute one

of the major value drivers of our business.
Maintaining excellent relationships with local
planning authorities while leveraging and
growing our reputation to secure timely
permissions consistent with our commercial
objectives is fundamentally important

to our success in achieving our strategy.

Energy and carbon emissions
reduction

With more widespread understanding of the
challenges of climate change, the increasing
demand from our clients for environmentally-
friendly space and the possibility of additional
regulation in this area, we recognise our
responsibility to ensure that our developments
not only meet but exceed the requirements
for buildings to reduce their carbon dioxide
emissions. The extent to which the designs
of our developments exceed the
requirements in Part L of the Building
Regulations (2006) to achieve reductions

in carbon dioxide emissions is an effective
indicator of our developments’ likely
performance in this respect.

We are pleased to report that our most
recent assessments predict that

The Walbrook will exceed the Part L
requirements by 38 per cent (2008: 23 per
cent), St Botolphs is predicted to exceed the
requirements by 11 per cent (2008: 8 per
cent) and the Ram Brewery is predicted

to exceed the requirements by 32 per cent
(2008: 32 per cent). For our other projects
in the development pipeline, the predicted
performance against the applicable

Part L requirements will be included when
appropriate in our Business review in
future years.
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Key risks
and uncertainties

The Group’s primary objective is to deliver
good long-term returns to shareholders
through the investment, development and
management of UK real estate.

We recognise that risk is attached to making
investment decisions in order to drive growth
for shareholders. This is amplified in the UK
property sector by exposure in development
and gearing.

In setting out the Group’s main risks and
uncertainties, the outlook, and in respect

of other content, the Annual Report and
Accounts contain statements which, by their
nature, cannot be considered indications

of likelihood or certainty. The statements are
based on the knowledge and information

at the date of preparation of this Business
review, and what are believed to be
reasonable judgements. A wide range

of factors may cause the actual outcome
and results to differ materially from those
contained within, or implied by, these various
forward looking statements. Nor should

any of these statements be construed as

a profit forecast.

Our main risks and uncertainties revolve
around the following areas:

Business environment

External economic and market factors
may adversely affect the Group’s business
model. This risk is primarily managed
through an annual strategy review which
specifically takes these external factors into
account; they are also considered at each
Board meeting and by management when
making decisions.
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Property market

The Group’s speculative developments
may suffer from poor market demand
from tenants or buyers. We address this,
in accordance with our strategy, by
looking to situate our developments in
supply-constrained sectors of the market
in well-located areas of London.

Competing properties may affect demand
for the Group’s completed developments
and so the Group’s developments are
designed and priced to attract tenants

or buyers, paying regard to the long-term
impact on value. In addition, agents

are appointed to market them effectively.

The Group continues to work to achieve
leasing and sales milestones. In the

current market, the ability to achieve these
milestones is, understandably, not certain
and we have therefore highlighted this in the
basis of preparation note.

Development

The Group may acquire sites with the
intention of increasing their value through

a change of use or redevelopment, but
planning permission may not be achieved.
We seek to address this risk by obtaining
appropriate expert advice before an
acquisition is made and prior to the
submission of a planning application.
Before significant planning applications are
made, the Group, and its advisers, have
detailed consultations with the relevant
planning authority, statutory authorities and
other relevant stakeholders. Alternative uses
and design variations are considered in
case the initial planning application is

not successful.

Unforeseen environmental and
archaeological issues and related regulatory
concerns which come to light during the
Group’s development of a site may delay
completion and increase costs. We manage
this risk by undertaking desktop or full
assessments as well as physical
investigations as necessary and where
practical. We strive to provide adequate
contingency for such matters in the
development appraisal and programme,
supported by appropriate insurance when
available. The Group appoints specialist
advisers in this area.

Control may be lost during construction
projects which may result in unnecessary
specifications, increased costs and
additional time to complete. To address this
risk we carefully monitor our developments,
enter into design and build contracts where
possible and appropriate, and appoint
skilled professionals to help advise and
manage the project plans, costs and
progress. In addition, contingencies are
provided to help mitigate this risk.

Changes in legislation, regulation or best
practice, particularly in relation to planning
and taxation, may impact the costs, timings
and profitability of the Group’s schemes

in progress. Such changes are closely
monitored with the assistance of appropriate
professional advisers so that any impact
may be mitigated where possible and, where
relevant, opportunities identified.

Finance

Appropriate financing needs to be in place
to fund acquisitions and developments
and to meet specific financial obligations.
The Group addresses this by placing

a strong emphasis on building long-term
relationships with lenders, who are

kept appraised of the Group’s progress
and strategy, with the aim of ensuring

that the Group’s facilities appropriately
reflect its circumstances and the business
environment in which it operates.



Compliance with lenders’ covenants is a key
issue, especially in the current economic
environment. The Group regularly monitors
the requirements of each loan facility in

this regard and, if necessary or appropriate,
seeks to negotiate amendments of
covenants and obligations in order to ensure,
where possible, that the loan financing
continues and is appropriate.

The Group aims to retain adequate cash
reserves during the development phase

of its projects and to provide it with the
ability to invest in new projects if

appropriate. This is addressed by careful
cash monitoring, undertaken through regular
budget reviews, development appraisals
and other cash flow reviews. The impact of
market conditions on the Group’s cash flow
is kept under review.

Movements in interest rates can have

an impact on the profitability of projects
and affect cash flow. We manage this

risk by monitoring interest rates and
entering into interest rate swap and related
hedging agreements.

Corporate responsibility

Health and safety is a key issue especially
where property construction is involved.
Poor practice or carelessness could
cause injury or a fatality which may also
impact the business. The Group takes
health and safety matters very seriously
and the Board considers health and safety
at each scheduled meeting. Procedures
are monitored to ensure compliance

by the Group and its contractors with the
Construction (Design and Management)
Regulations as well as other legislation,
regulation and good practice.

Concern about the impact of the business
on the environment, local communities and
other stakeholders may impact the Group’s
share price or demand for its properties

by buyers or tenants. We understand the
importance of corporate responsibility and its
relevance when making business decisions.

Overview

The Group’s developments are therefore
planned to meet and, wherever possible,
exceed the requirements set out in
environmental regulation and planning
guidelines. The Group regards strong
relationships with stakeholders as vitally
important and particularly encourages
regular dialogue with the local community.
Each year the Group provides a Corporate
Responsibility Report to stakeholders to
communicate its progress and aspirations
for the coming year.

People

The attraction and retention of key
management and employees is of particular
importance, given the Group’s small
headcount, and the skills these individuals
bring to the organisation. The Group
addresses this matter by regularly reviewing
salaries and benefits to ensure that Directors
and employees’ remuneration is competitive.
The Group seeks to align executive Directors
and employees’ rewards with the Group’s
achievements and performance through
annual bonuses and long-term share-based
arrangements. The Group places emphasis
on training and development where
appropriate.

The potential impact on the Group, were
any of these risks to materialise, depends
on the severity of the event. The Group

has in place a control environment that

is regularly monitored and which identifies
risks to the Group, addressing them with
measures to mitigate their impact.

The Group seeks to attain the appropriate
balance whereby the opportunities and their
associated risks are identified and explored.
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Board of Directors

- ,Ju.h K- LY
Oliver Whitehead cBe

Chairman

Aged 68

Joined the Board of Minerva in July 2006 and appointed

Chairman in November 2006. He is also Chairman
of Norland Managed Services Limited. He was Chief

Executive of Alfred McAlpine from May 1993 to August

2003 and from then until June 2007 was Chairman

of Alfred McAlpine. Between March 2004 and February

2005 he was non-executive Chairman of ITNET plc.

Formerly Group Chief Executive of Babcock International
Group plc, having previously been an executive director

of AMEC plc and John Laing plc.

Chairman of the Nominations Committee
Member of the Audit Committee
Member of the Remuneration Committee

Tim Garnham Bsc

Group Development Director
Aged 52

Joined Minerva in January 1998 from the Trafalgar
House Property Group where, as Deputy Managing
Director, he was responsible for the UK development
programme including a number of major London
developments. He is responsible for the overall control
of the Group’s development activities.
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Salmaan Hasan sa mBa

Chief Executive
Aged 44

Joined Minerva in July 2005 from Deutsche Postbank
AG where, as Head of Property Finance, he ran the unit
for 11 years concluding over £5 billion of structured
property loans in the UK and Europe. Prior to this he
worked at Industrial Bank of Japan and Samuel
Montagu in London. He is responsible, alongside the
Board, in setting the strategy of the Group, day-to-day
management and new business initiatives.

John Matthews rca

Non-executive Director
Aged 65

Qualified as a Chartered Accountant with Dixon Wilson
& Co. Worked in corporate finance at N M Rothschild
and County NatWest which he was with for 17 years,
latterly as a Managing Director. Deputy Chairman and

Deputy Chief Executive of Beazer plc from 1988 to 1991.

Chief Executive of Indosuez Capital Limited until 1994
when he left to concentrate on his non-executive
directorships, in particular Crest Nicholson plc, of which
he became Chairman in 1996, and Regus plc, of which
he became Chairman in 2002. He was appointed

to the Board of Minerva in September 2007. In addition
to his chairmanship of Regus he is currently a director
of Diploma plc and SDL plc.

Chairman of the Remuneration Committee

Chairman of the Audit Committee
Member of the Nominations Committee

ALY,

Ivan Ezekiel Bsc Fca ATil cF

Finance Director and Company Secretary
Aged 43

Responsible for finance, accounting, tax and
co-ordination of management and external reporting.
He qualified as a Chartered Accountant with KPMG
and worked for Capital and Regional Properties plc

as Group Financial Controller before joining Minerva plc
in November 1997 as Chief Financial Officer. He was
appointed to the Board in March 2005.



