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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If
you are in any doubt about the contents of this document, you should consult your stockbroker, bank
manager, solicitor, accountant or other independent financial adviser authorised under the Financial
Services and Markets Act 2000 immediately.

This document has been drawn up in accordance with the Prospectus Rules and comprises a
prospectus relating to the Company for the purposes of section 85(1) of FSMA. Accordingly this
document has been approved by and filed with the FSA in accordance with the Prospectus Rules.

The Company and the Directors, whose names and functions are set out on page 13 of this
document, accept responsibility for the information contained in this document. To the best of the
knowledge of the Company and the Directors (who have taken all reasonable care to ensure that
such is the case), the information contained in this document is in accordance with the facts and does
not omit anything likely to affect the import of such information.

An application has been made to the UK Listing Authority for all of the Ordinary Shares in the
Company (issued and to be issued) to be admitted to the Official List. An application has also been
made for the Ordinary Shares to be admitted to trading on the London Stock Exchange.

It is expected that Admission will become effective and that unconditional dealings on the London Stock
Exchange in the Ordinary Shares will commence on 2 May 2007. Conditional dealings in the Ordinary
Shares are expected to commence on the London Stock Exchange on 27 April 2007. No application is
currently intended to be made for the Ordinary Shares to be admitted to listing or dealt with on any
other exchange.

The Local Shopping REIT plc

(Incorporated in England and Wales under the Companies Act 1985 — No. 5304743)

Placing and Offer for Subscription of up to 91,954,023 Ordinary Shares
at 174 pence per Ordinary Share
Sponsored by
JPMorgan Cazenove Limited

The Offer for Subscription will remain open until 3.00 p.m. on 24 April 2007. The procedure for
application for persons wishing to participate in the Offer for Subscription is set out in the paragraph
headed “The Offer for Subscription” on page 22 of this document and in the Application Form set
out at the end of this document. To be valid, Application Forms must be completed and returned
with the appropriate remittance so as to reach Lloyds TSB Registrars, Corporate Actions, 3rd Floor,
Princess House, 1 Suffolk Lane, London EC4R 0AX as soon as possible and in any event no later
than 3.00 p.m. on 24 April 2007.

Upon Admission, the Ordinary Shares being issued pursuant to the Issue will rank pari passu in all
respects with the existing issued Ordinary Shares of the Company and will rank in full for all
dividends or other distributions hereafter declared, made or paid on the ordinary share capital of the
Company.

JPMorgan Cazenove Limited, which is authorised and regulated by the Financial Securities Authority,
is acting exclusively for the Company in connection with the Issue and will not be responsible to
anyone other than the Company for providing the protections afforded to customers of JPMorgan
Cazenove Limited or for advising any such person in connection with the Issue, nor for giving advice
in relation to the Issue, or in connection with the contents of any part of this Prospectus or any
other matter referred therein.

If any prospective investor is in any doubt as to the merit of investing in Ordinary Shares of the
Company, they should consult their appropriately authorised independent financial adviser. The attention
of potential investors is drawn to the section entitled ‘Risk Factors’ on page 6 of this document.

The Issue is not being made, directly or indirectly, in or into the United States, Canada, Australia or
Japan or their respective territories or possessions, and this document should not be distributed,
forwarded or transmitted in or into such territories. The Ordinary Shares have not been and will not
be registered under the United States Securities Act of 1933 (as amended) and may not be offered,
sold or delivered, directly or indirectly, in or into the United States, Canada, Australia or Japan.
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SUMMARY INFORMATION

You should read the whole of this document, and not rely solely on the summary information set out
below. This summary conveys the essential characteristics and risks associated with the Issue and
should be read as an introduction to this document. Any decision to invest in the Ordinary Shares
should be based on a consideration of this document as a whole by the investor.

Where a claim relating to the information contained in this document is brought before a court
where English is not the language in which proceedings are conducted, a plaintiff investor might have
to bear the costs of translating this document before the legal proceedings are initiated.

Civil liability attaches to the persons responsible for this summary, including any translation of this
summary, but only if this summary is misleading, inaccurate or inconsistent when read together with
the other parts of this document.

The Company

The Local Shopping REIT plc (LSR) is a limited liability, UK resident, self-managed, closed ended
property investment company. Shortly following Admission, the Company will elect to become a Real
Estate Investment Trust. The Company’s capital structure will consist solely of Ordinary Shares and
the Company will have an indefinite life. The Company’s investment objective is to provide
Shareholders with an attractive level of income with the potential for income and capital growth. Its
investment policy is to focus on investments in ‘local’ retail assets in the United Kingdom.

Any material change to the investment objective or policy described above will only be made
following Shareholder approval.

Investment Opportunity and Strategy

LSR is seeking to become the leading owner of local retail property in the UK. In building its
portfolio, the Group principally targets non-prime and specialist retail property in major
conurbations, and selectively targets prime retail property in towns or suburban locations. Typical of
the portfolio are shops in local parades, village stores and neighbourhood venues for “top-up”
shopping. For the most part, the portfolio comprises shops which are well established in their local
communities. However, the Group will also consider new developments of local shops where these are
supported by existing or new residential property.

The Investment Team

LSR employs 10 full time property investment professionals headed up by Executive Directors Mike
Riley and Nick Gregory. Mike has been working in the property industry for over 20 years and co-
founded LSR in January 2005 following previous executive roles at Quintain Estates and
Development Plc. Prior to co-founding LSR in January 2005, Nick held various positions including
being a property fund manager and director at UBS Global Asset Management (UK) Limited.

Competitive Strengths
An immature property investment sector

The Directors believe that the market for properties which LSR is targeting has traditionally been the
preserve of smaller, often local, investors. With little competition from institutional property investors,
the market is fragmented and underdeveloped, with little property held in large institutional
portfolios. The Directors consider that, with professional asset management, this situation provides
opportunities for LSR to generate above average returns for investors.

An experienced and entrepreneurial investment team

The LSR property management team have a broad range of real estate experience which will benefit
the Company in the execution of its investment strategy. The investment and asset management team
have many years’ experience between them, gained across numerous asset types, thus enabling swift
identification of the most appropriate option for each property.

Management will look to exploit added value initiatives, for example in residential units above retail
space, surplus land for development or sale, reconfigurations and better tenant mix.

Supported by its professional advisers, the Directors believe that the Group has established a
reputation for swift and efficient deal execution. This has led to repeat business with vendors and
their agents on an off-market basis, with consequent benefits for pricing and deal costs. In support of
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its operations, the LSR property management team has developed a highly efficient transaction
processing and tracking system.

Agent & adviser network

LSR’s management have established a network of national and local advisers, who are kept in close
touch with the Company’s objectives and progress. This strategy has greatly assisted in identifying
and converting investment opportunities and maximising asset management benefits.

LSR has active relationships with 4 specialist managing agents and 18 reputable local property agents
around the UK. These are expected to continue to provide the Group with access to potential
acquisitions and facilitate the execution of transactions and management. In all, over 50 agents are
actively identifying investment opportunities for the Group and providing asset management and
professional services in respect of the portfolio.

Structure as a Real Estate Investment Trust

As a Real Estate Investment Trust, the Group will have a tax efficient corporate structure.
Additionally, the Group may, once it has become a REIT, be able to offer vendors of property in
corporate structures with unrealised capital gains a higher price than other potential purchasers may
be prepared to pay for the corporate entity which owns the underlying property. This is because
those gains will be extinguished following acquisition of the relevant corporate entity by the Group
and payment of a 2 per cent. conversion charge. LSR is looking to become the REIT of choice in
the local shopping sector.

Alignment of interests of Directors and Shareholders

On Admission it is expected that the Board of LSR and their family interests will own approximately
13 per cent. of the Company’s issued share capital. The Company is self-managed and the Executive
Directors’ interests will be aligned with the interests of Shareholders through performance related
bonuses and the Long Term Incentive Plan.

The Current Portfolio

The Company owns its property portfolio through wholly owned Property Subsidiaries. As at the
date of this document, the portfolio has a valuation of £207.7m and consists of 484 properties. There
are 1,409 tenants within the property portfolio producing an overall net rental income of £13.8m per
annum. The property portfolio is expected to generate an initial 6.32 per cent. rental yield with
reversionary yield of 6.69 per cent.

Dividends and Initial NAV

Dividends on the Ordinary Shares are expected to be paid in bi-annual instalments in June and
December in respect of each financial year. The Directors will aim to grow dividends each year at
least in line with the UK Index of Consumer Prices. The Directors expect that, in the absence of
unforeseen circumstances, the Company will pay gross dividends totalling 11.684 pence per Ordinary
Share in respect of the period from Admission to 30 September 2008 (representing an equivalent
annual gross dividend of 4.75 per cent. on the Issue Price over that period). It is expected that the
first dividend payment will be in December 2007.

The initial net asset value per Ordinary Share immediately following Admission is expected to be
164.86 pence (unaudited, source: Pro Forma information in Part 6).

These forecasts are based on certain assumptions and projections and should not be regarded as a
profit, earnings or dividend forecast. There can be no assurance that the assumptions will prove
accurate, that the projections will be achieved or that the Company will be able to pay dividends at
the targeted level or at all.

The Issue

Up to 91,954,023 Ordinary Shares are available in aggregate under the Issue at the Issue Price of 174
pence per Ordinary Share. In the event that commitments under the Placing and valid applications
under the Offer for Subscription total less than £140 million, the Issue will not proceed.

The Placing will close at 3.00 pm on 26 April 2007. The latest date and time for receipt of
Application Forms under the Offer for Subscription is 3.00 pm on 24 April 2007.
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The Directors may, with prior approval of JPMorgan Cazenove, bring forward such date and thereby
shorten the Placing Period, to a time and date no earlier than 3.00 p.m. on 25 April 2007, or extend
the Placing and Offer periods, to a time and date no later than 3.00 p.m. on 3 May 2007. If the
Placing and Offer periods are shortened or extended, the Company will notify investors of such
change by the publication of a notice through a regulatory information service provider to the
London Stock Exchange, which notification will include a revised timetable for Admission.

Borrowings

On Admission, the Company will have the power to borrow up to an amount equal to a maximum
of 65 per cent. of the Group’s Gross Assets at the time of drawdown.

The Directors, however, currently intend to target borrowings to between 65 per cent. and 70 per
cent. of the Group’s Gross Assets. The Directors propose to put a resolution to Shareholders
following Admission to amend the Articles to allow the Company to borrow up to 75 per cent. of
the Group’s Gross Assets. Such resolution is likely to be considered and voted on at the Company’s
annual general meeting, which is expected to be held in January 2008, although the Directors will
consider convening an extraordinary general meeting of the Company before then if they consider
that this is in the interests of the Company.

Risk Factors

An investment in Ordinary Shares is subject to a number of risks. Accordingly, prospective investors
should consider carefully all the information set out in this document and the risks attaching to the
Company and the Ordinary Shares prior to making any investment decision. The Group’s business,
financial condition or results of operations could be materially and adversely affected by a number of
risks relating either to the business of the Group or general risks (such as the value of investments
fluctuating), certain of which are highlighted below.

The key risk factors include (but are not limited to the following):

® the market price of Ordinary Shares may vary considerably from their underlying net asset
value;

® the Company does not have a fixed winding up date. Unless Sharecholders vote to wind up the
Company, Shareholders will be able to realise their investment only through the market and
may not be able to realise the net asset value of the Ordinary Shares held by them from time to
time;

® there is no assurance that the investment objective of the Company will be met;

there is no guarantee that the expected dividends in respect of the period to 30 September 2008
(or any other periods) will be paid; and

e if the rental income realised from the Group’s property portfolio falls for whatever reason,
including tenant defaults and void periods, the use of borrowings by the Group will increase the
impact of such a fall and will have an adverse effect on the Net Asset Value and the
Company’s ability to pay dividends.



RISK FACTORS

Prospective investors should carefully consider all the information in this document, including the
risks described below. The Directors have identified these risks as the material risks involved in an
investment in Ordinary Shares, but additional risks and uncertainties not presently known to the
Directors, or that the Directors consider immaterial may also adversely affect the Group’s business,
results of operations or financial condition, such risks being inherent in any investment in equity
securities. If any or a combination of the following risks materialise, the Group’s business, financial
condition and operational performance could be materially adversely affected. In that case, the
trading price of the Ordinary Shares could decline and potential investors may lose all of their
investment.

An investment in the Company may not be suitable for all recipients of this document. Accordingly,
investors are strongly advised to consult an independent adviser authorised under FSMA who
specialises in advising on investments before investing in Ordinary Shares.

For the avoidance of doubt none of the risk factors detailed below seek to qualify the working
capital statement set out in paragraph 10 of Part 10 of this document.

General risks

An investment in the Company is only suitable for investors capable of evaluating the risks and
merits of such investment and who have sufficient resources to bear any loss which may result from
an investment in Ordinary Shares. A prospective investor should consider with care whether an
investment in the Company is suitable for him in the light of his personal circumstances and the
financial resources available to him.

Investment in the Company should not be regarded as short-term in nature. There can be no
guarantee that any appreciation in the value of the Group’s investments will occur or that the
investment objectives of the Company will be achieved. Investors may not get back the full amount
initially invested.

The prices of shares and the income derived from them can go down as well as up. Past performance
is not necessarily a guide to the future.

Changes in economic conditions including, for example, interest rates, rates of inflation, industry
conditions, competition, political and diplomatic events and trends, tax laws and other factors can
substantially and adversely affect equity investments and the Group’s prospects.

Risks relating to the Group and its business

The market value of the Ordinary Shares, as well as being affected by their net asset value, is also
likely to take into account their dividend yield, prevailing interest rates and market movements in
share prices generally. As such, the market value of an Ordinary Share may vary considerably from
its underlying net asset value.

The Company does not have a fixed winding-up date and, therefore, unless Shareholders vote to wind
up the Company, Shareholders will be able to realise their investment only through selling their
Ordinary Shares in the market.

There can be no guarantee that the investment objective of the Company will be met.

There is no guarantee that the expected dividends in respect of the period to 30 September 2008 or
any other periods will be paid.

The financial projections contained in this document involve numerous assumptions relating to
interest rates, operating expenses, taxes, rental rates, occupancy levels and lack of voids and tenant
defaults, all of which are subject to various risks and contingencies. Additionally, the ability of the
Company to achieve the results described in the projections will be dependent upon market conditions
and responses to market conditions that are subject to uncertainties due to possible changes in
national or local economic conditions, restricted availability of financing, unanticipated expenditures,
changes in real estate tax rates, delays in obtaining permits and approvals, changes in laws,
governmental rules and fiscal policies and other factors beyond the control of the Company.

If property values rise significantly between the publication of this document and the time when the
funds available to the Company following the Issue (including borrowings) are invested, the potential
returns available for Shareholders may be less than those set out in this document.
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REIT status

The levels of, and reliefs (including those afforded by REIT status) from, taxation may change,
adversely affecting the financial prospects of the Group and/or the returns to Shareholders.

Prospective investors should note that there is no guarantee that the Group (as defined in Part 9A)
will, following conversion to a REIT, continue to maintain REIT status (whether by reason of failure
to satisfy the conditions for REIT status or otherwise). If the Group ceases to be a REIT it will no
longer be able to benefit from the tax regime for REITs described in Part 9A. A further consequence
of this is that the Group would not need to continue to satisfy the 90% distribution test referred to
in Part 9A.

Prospective investors should also be aware that if the Group is required to leave the REIT regime
within ten years of joining, HMRC has wide powers to direct how it is to be taxed (before and after
it leaves the REIT regime) and to determine the date on which the Group is treated as exiting the
REIT regime.

Loss of REIT status may therefore adversely affect the financial prospects of the Group and/or
returns to shareholders.

Interest Rate Risks

If the Group is unable to refinance any loan at the end of its term, this may have an adverse effect
on the Company’s capital and income growth and its ability to pay dividends to Shareholders. The
market price of Ordinary Shares may be affected by changes in interest rates. This is because the
price of such Ordinary Shares is likely to be affected by their yield and a rise in interest rates would
make the yield relatively less attractive. Conversely, a fall in interest rates would make the yield
relatively more attractive.

Gearing

The Group will borrow to fund the acquisition of investments. Prospective investors should be aware
that, whilst the use of borrowings should enhance the net asset value of the Ordinary Shares where
the value of the Group’s underlying assets is rising, it will have the opposite effect where the
underlying asset value is falling.

In addition, in the event that the rental income of the Group’s portfolio falls for whatever reason,
including tenant defaults and void periods, the use of borrowings will increase the impact of such a
fall on the net revenue of the Group and accordingly will have an adverse effect on the Company’s
ability to pay dividends to Shareholders.

In certain circumstances, including breach of financial covenants relating to interest cover and loan to
value ratios, the Group’s bank borrowings may be repayable prior to the date on which they would
otherwise fall due for repayment. In such circumstances, assets may have to be sold at depressed
prices to repay borrowings and prepayment penalties may be payable.

Security granted over the Group’s property portfolio

Members of the Group have granted security over the properties owned by them in favour of banks
which have provided banking facilities to them for the acquisition of such properties. In the event of
a default under such banking facilities by members of the Group, the Banks which have provided
such banking facilities may seek to realise such security.

Dependence on Key Personnel

The Company’s ability to pay dividends and achieve its investment objective is partially dependent on
the continued performance of its key personnel, including Mike Riley and Nick Gregory, in the
acquisition and disposal of properties on behalf of the Group, the management of such properties
and the determination of any financing arrangements in respect of the acquisition of such properties.

Property

Property and property-related assets are inherently subjective as regards value due to the individual
nature of each property. As a result, valuations are subject to uncertainty. The valuations in the
valuation report in Part 5 are made on the basis of certain assumptions which may not prove to
reflect the true position. There is no assurance that the valuations of the properties will reflect actual
sale prices even where any such sales occur shortly after the relevant valuation date.
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Liquidity of underlying investments

Investments in property are relatively illiquid. Such illiquidity may affect the Group’s ability to vary
its portfolio or dispose of or liquidate part of its portfolio in a timely fashion and at satisfactory
prices in response to changes in economic, real estate market or other conditions. This could have an
adverse effect on the Group’s financial condition and results of operations.

Ability to integrate further portfolio acquisitions into its existing portfolio successfully

A significant part of the Group’s strategy is the acquisition by the Group of further properties. The
extent to which it is able successfully to identify and acquire such properties and to integrate such
properties within its business, thereby achieving resulting economies of scale, may have an impact on
its future financial performance.

Lease liabilities and obligations

The Group may in future acquire lease liabilities and obligations in connection with property
acquisitions. The Group’s earnings may be adversely affected to the extent that the Group is not able
to manage mismatches between its liabilities and obligations and the corresponding liabilities and
obligations of the Group’s tenants.

Economic risk

The performance of the Group and the ability of the Company to make dividend payments would be
adversely affected by a downturn in the property market in terms of capital value or a weakening of
rental yields. In the event of a default by a tenant or during any other void period, the Group will
suffer a rental shortfall and incur additional expenses until the property is re-let. These expenses
could include legal and surveyors’ costs in re-letting, maintenance costs, insurance premiums, rates
and marketing costs.

Any future property market recession could materially adversely affect the value of properties in the
Group’s portfolio from time to time. Returns from an investment in property depend largely upon
the amount of rental income generated from the property and the costs and expenses incurred in the
maintenance and management of the property, as well as upon changes in its market value.

Rental income and the market value for properties are generally affected by overall conditions in the
economy, such as growth in gross domestic product, employment trends, inflation and changes in
interest rates.

Rent reviews may not be agreed at previously estimated rental values.

Both rental income and property values may also be affected by other factors specific to the real
estate market, such as competition from other property owners, the perceptions of prospective tenants
of the attractiveness, convenience and safety of properties, the inability to collect rents because of the
bankruptcy or insolvency of tenants or otherwise, the periodic need to renovate, repair and re-lease
space and the costs thereof, the costs of maintenance and insurance, and increased operating costs. In
addition, certain significant expenditures, including operating expenses, must be met by the owner
when the property is vacant.

Competition

The Company’s market place has traditionally been the preserve of smaller, often locally-based,
investors and the Directors believe that there are few major organised competitors. However, the
Company may face competition as a result of others attempting to move into the sector.

The Company may also face competition as a result of market fluctuations in the wider property
market. Competition in the property market may lead either to an over-supply of commercial
premises through over-development of existing properties or to prices of land for development being
driven up through competing bids by potential purchasers. Accordingly, the existence of such
competition may have a material adverse impact on the Group’s ability to secure tenants for its
properties at satisfactory rental rates and on a timely basis and to acquire properties or develop land
at satisfactory prices.

Dependency on tenants

The success of the Group depends on the financial stability of the Group’s tenants. Lease payment
defaults by tenants could cause the Company to reduce the level of dividends to Shareholders. In the
event of a tenant default, the Group may experience delays in enforcing its rights as landlord and
may incur substantial costs, including litigation and related expenses, in protecting its investment and
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re-letting its property. If a lease is terminated, the Group may be unable to lease the property for the
rent previously received or sell the property without incurring a loss. In such situations the Group
may incur costs attaching to the property, such as local taxes and non-recoverable insurance and
service charge contributions.

Lack of funding for future improvements

When a tenant at one of the Group’s properties does not renew its lease or otherwise vacates its
space in one of the properties, in order to attract one or more new tenants, the Group may be
required to expend funds to construct new improvements in the vacated space or to provide financial
inducements to the new tenants such as rent free periods. While the Group intends to manage its
cash position or financing availability to pay for any improvements or other benefits required for re-
letting and to meet the loss of revenue that may result, the Group cannot be certain that it will have
adequate sources of funding available to it for such purposes in the longer term.

Uninsured losses

The Company will attempt to ensure that all the Group’s properties are adequately insured to cover
casualty losses. However, changes in the costs or availability of insurance could expose the Group to
uninsured casualty losses. In the event that any of the properties suffers a loss that is not fully
covered by insurance, the value of the Group’s assets will be reduced by any such uninsured loss. In
addition, the Group may have no source of funding to repair or reconstruct the damaged property,
and it cannot be certain that any such sources of funding will be available to it for such purposes in
the future.

Discovery of previously undetected environmentally hazardous conditions

Under various environmental laws, those who cause or knowingly permit contamination or owners or
occupiers of real property may be liable for the cost of removing or remediating hazardous or toxic
substances on or migrating from such property. Such laws often impose liability whether or not the
owner or operator knew of, or was responsible for, the presence of such hazardous or toxic
substances and liability may be retrospective, applying to pollution which occurred before the relevant
environmental laws were implemented. Environmental laws may also impose restrictions on the
manner in which property may be used or businesses may be operated. A property owner who
violates environmental laws may be subject to sanctions which may be enforced by governmental
agencies or, in certain circumstances, by private parties. The costs of defending environmental claims
or compliance with environmental regulatory requirements or of remediating any contaminated
property could materially adversely affect the Group’s business, assets or results of operations and,
consequently, amounts available for dividends to Shareholders.

Inability to find suitable investments

The Company cannot be sure that it will be successful in obtaining suitable investments on financially
attractive terms or that its investment objectives will be achieved.

Inability to sell a property

The property market is affected by many factors such as general economic conditions, availability of
financing, interest rates and other factors, including investor/buyer supply and demand, that are
beyond the Group’s control. The Company cannot predict whether the Group will be able to sell any
property for the price or on the terms set by it, or whether any price or other terms offered by a
prospective purchaser would be acceptable to it. Nor can the Group predict the length of time needed
to find a willing purchaser and to complete the sale of a property.

The Group may be required to expend funds to correct defects or to make improvements before a
property can be sold. The Company cannot be certain that the Group will have funds available to
correct such defects or to make such improvements.

In acquiring a property, the Group may agree to restrictions that prohibit the sale of that property
for a period of time or impose other restrictions, such as a limitation on the amount of debt that can
be placed or repaid on that property. These provisions could restrict the Group’s ability to sell a

property.

Development

The Group may undertake development (including redevelopment) of property. The risks of
development include, but are not limited to: (i) delays in timely completion of the project; (ii) cost
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overruns; (iii) poor quality workmanship; and (iv) inability to lease or inability to let at a sufficient
rental level to generate adequate profits.

Use of managing agents

The Group is reliant on its four main managing agents for continuity of service and on its network
of local agents for deal introductions and property lettings. The Group’s trading could be affected
should agents’ businesses get into difficulty or if their internal systems cease to function or should
they lose key members of staff. However, the directors consider that the Group’s spread of agents is
such as to minimise the impact of any such occurrence.

Changes in Law and Regulation

The levels of, and reliefs from, taxation may change. Any tax reliefs referred to in this document are
those currently available and their value depends on the individual circumstances of investors.

Changes in taxation, environmental, landlord and tenant and planning laws and regulations, and the
interpretation by relevant public authorities of such laws and regulations, may have an adverse effect
on the Group, its investments and/or the position of Shareholders and may reduce returns to
Shareholders. Specifically, any change to laws and regulations relating to the commercial property
market may have an adverse effect on the capital value of the assets comprised in the Group’s
portfolio and/or the rental income arising from the portfolio.

Before making any investment decision, prospective investors are strongly advised to consult an
independent adviser authorised under FSMA who specialises in advising upon investments.

Cancellation of share premium account in the discretion of the court

Prospective investors should note that, under the Companies Act, a company may not pay a dividend
except out of profits available for that purpose. Subject to confirmation by the court, it is intended
that the share premium account arising on the issue of Ordinary Shares under the Issue will be
cancelled, creating a distributable reserve which will be available for the payment of dividends to
Shareholders. If the court does not grant an order for the cancellation of the Company’s share
premium account, or changes in the law mean that the reserve created on such cancellation is not
distributable, this may adversely affect the Company’s ability to pay the dividends expected to be
paid in respect of the period to 30 September 2008 and to pay dividends in respect of subsequent
periods.
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IMPORTANT INFORMATION

The attention of potential investors is drawn to the Risk Factors set out on pages 6 to 10 of this
document. Investment in the Company will involve certain risks and special considerations. Investors
should be able and willing to withstand the loss of their entire investment. The investments of the Group
are subject to normal market fluctuations and the risks inherent in all investments and there can be no
assurance that an investment will retain its value or that appreciation will occur. The price of Ordinary
Shares and the income from such Ordinary Shares can go down as well as up and investors may not
realise the value of their initial investment.

No broker, dealer or other person has been authorised by the Company to issue any advertisement or
to give any information or to make any representations in connection with the offering or sale of
Ordinary Shares other than those contained in this Prospectus and, if issued, given or made, such
advertisement, information or representation must not be relied upon as having been authorised by
the Company. This Prospectus does not constitute, and may not be used for the purposes of, an offer
or solicitation to anyone in any jurisdiction in which such offer or solicitation is not authorised or to
any person to whom it is unlawful to make such offer or solicitation. The distribution of this
Prospectus and the offering of Ordinary Shares in certain jurisdictions may be restricted and
accordingly persons into whose possession this document comes are required to inform themselves
about and to observe such restrictions.

Forward Looking Statements

This document contains forward looking statements, including, without limitation, statements
containing the words “believe”, “anticipated”, “expect” and similar expressions. Such forward looking
statements involve unknown risk, uncertainties and other factors which may cause the actual results,
financial condition, performance or achievement of the Group, or industry results, to be materially
different from any future results, performance or achievements expressed or implied by such forward
looking statements. Factors that could affect the Company’s ability to achieve its objectives and could
cause actual results to differ materially from those in forward looking statements include, but are not
limited to, those discussed in “Risk Factors” set out in this document.

Given these uncertainties, prospective investors are cautioned not to place any undue reliance on such
forward looking statements. Subject to any regulatory obligation (including the Listing Rules, the
Prospectus Rules, the Disclosure Rules and applicable laws), the Company disclaims any obligation to
update any such forward looking statements in this document to reflect future events or
developments.

For the Attention of United States Persons

The Ordinary Shares have not been and will not be registered under the United States Securities Act
of 1933, as amended (the “Securities Act”), or with any securities regulatory authority of any State or
any other jurisdiction of the United States and, subject to certain exceptions, may not be offered or
sold within the United States (as defined in Regulation S under the Securities Act). In addition, the
Company has not been and will not be registered under the US Investment Company Act of 1940, as
amended. The Ordinary Shares have not been approved or disapproved by the US Securities and
Exchange Commission, any State securities commission in the United States or any other US
regulatory authority, nor have any of the foregoing authorities passed upon or endorsed the merits of
the offering of Ordinary Shares or the accuracy or adequacy of this Prospectus.

General

Prospective investors should not treat the contents of this Prospectus as advice relating to legal,
taxation, investment or any other matters. Prospective investors should inform themselves as to: (a)
the legal requirements within their own countries for the purchase, holding, transfer or other disposal
of Ordinary Shares; (b) any foreign exchange restrictions applicable to the purchase, holding, transfer
or other disposal of Ordinary Shares which they might encounter; and (c) the income and other tax
consequences which may apply in their own countries as a result of the purchase, holding, transfer or
other disposal of Ordinary Shares. Prospective investors must rely upon their own representatives,
including their own legal advisers and accountants, as to legal, tax, investment or any other related
matters concerning the Company and an investment in the Ordinary Shares.

Statements made in this Prospectus are based on the law and practice currently in force in the United
Kingdom and are subject to changes therein.
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This Prospectus should be read in its entirety before making any application for Ordinary Shares. All
shareholders in the Company are entitled to the benefit of, and are bound by and are deemed to
have notice of, the provisions of the memorandum and articles of association of the Company.
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EXPECTED TIMETABLE

Placing commences
Offer for Subscription opens

Latest time and date for applications under the Offer for
Subscription*

Latest time and date for commitments under the Placing*

Expected date of commencement of conditional dealings in Ordinary
Shares’

Admission of the Ordinary Shares to the Official List

Unconditional dealings in Ordinary Shares commence

Crediting of CREST stock accounts in respect of the Ordinary Shares
Share certificates in respect of the Ordinary Shares despatched

Anticipated date of conversion to a REIT

2007
12 April
12 April

3.00 p.m. on 24 April
3.00 p.m. on 26 April

8.00 a.m. 27 April

2 May

8.00 a.m. on 2 May

8.00 a.m. on 2 May
week commencing 7 May

by 31 May

The Directors may, with prior approval of JPMorgan Cazenove, bring forward such date and thereby shorten the Placing period,

to a time and date no earlier than 3.00 p.m. on 25 April 2007, or extend the Placing and Offer periods, to a time and date no later
than 3.00 p.m. on 3 May 2007. If the Placing and Offer periods are shortened or extended, the Company will notify investors of
such change by the publication of a notice through a regulatory information service provider to the London Stock Exchange,

which notification will include a revised timetable for Admission.

All dealings in the Ordinary Shares prior to the commencement of unconditional dealings will be on a “conditional basis”, will be

of no effect if Admission does not take place and will be at the sole risk of the parties concerned.

PLACING AND OFFER FOR SUBSCRIPTION STATISTICS

Subscription price per Ordinary Share
Number of Ordinary Shares to be issued
Initial NAV per Ordinary Share*"

Initial annualised dividend yield*"

*  Unaudited, sourced to the pro forma information at Part 6.
T Based on the Assumptions and on the basis that the Issue is fully subscribed.
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PART 1
THE COMPANY

The Company

The Local Shopping REIT plc is a limited liability, UK resident, self-managed, closed ended property
investment company. Shortly following Admission, the Company will elect to become a Real Estate
Investment Trust. The Company’s capital structure will consist solely of Ordinary Shares and the
Company will have an indefinite life. The Company’s investment objective is to provide Ordinary
Shareholders with an attractive level of income with the potential for income and capital growth. Its
investment policy is to focus on investments in ‘local’ retail assets in the United Kingdom.

Having developed the business concept with Grahame Whateley, Mike Riley and Nick Gregory
started the Company’s activities in January 2005 and the Group began acquiring properties in April
2005. Since that time, Mike Riley and Nick Gregory have been responsible for identifying and
acquiring investment properties fitting the Company’s business model, as well as negotiating
investment finance and ensuring effective asset management. The Group has built up a portfolio with
a valuation of £207.7m.

Any material change to the investment objective or policy described above will only be made
following Shareholder approval.

Investment Opportunity and Strategy

LSR is seeking to become the leading owner of local retail property in the UK. In building its
portfolio, the Group principally targets non-prime and specialist retail property in major
conurbations, and selectively targets prime retail property in towns or suburban locations. Typical of
the non-prime element of the portfolio are shops in local parades, village stores and neighbourhood
venues for “top-up” shopping. It is estimated that the size of this ‘local’ shopping market in the UK
is £20bn (source: Colliers CRE). The ‘local’ market will be able to compete with out of town formats
as consumers are incentivised to shop locally for example due to congestion and higher fuel charges.

The Group will, to a lesser extent, purchase prime assets on the high street where there is strong
potential for asset management opportunities and the size of this market is estimated at £5bn (source:
Colliers/Verdict).

New stock in the market in which the Company operates is constrained by local planning and it is
anticipated that new retail space will principally be supporting new residential development.

For the most part, the portfolio comprises shops which are well established in their local
communities. The Group will also consider new developments of local shops, where these are
supported by existing or new residential property.

The Directors believe that the Company operates in a large and highly fragmented market such that
there are significant returns to be made from buying local assets off-market, at attractive yields and
aggregating them within an institutional portfolio, thereby creating potential for valuation uplift. The
management team aim to exploit pricing inefficiencies within local markets and, with active asset
management, generate a sustainable income stream with the potential for capital growth. The
Directors anticipate that as the Group’s portfolio grows its cost structure will increasingly benefit
from economies of scale.

High yielding retail property has outperformed standard retail investment categories, with lower
volatility, which is illustrated by the following performance data:

Annualised Standard*
1981 — 2005 total return Deviation
IPD all standard shops 10.85% 7.88
High yield standard shops 12.94% 7.11

Source: IPD/Colliers CRE.
*  Standard deviation measures the degree of variation of returns around the mean return.

The Directors believe that the tenants in the target portfolio have a low exposure to discretional
spend and comparison shopping such that the portfolio will have a robust track record even in slow
consumer market conditions. Rent affordability for ‘local’ retailers is a strong characteristic of this
sector and Colliers CRE estimate that rent is approximately 6.9 per cent. of their turnover, which
compares with high street ratios in the range of 8 per cent. to 12 per cent. of turnover.
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IPD findings also indicate the defensive attributes of the property type targeted by LSR.

Typically, properties purchased by the Group have from the date of purchase supplied yields in excess
of the cost of borrowing, thus generating a net income return with immediate effect.

An investment in the Company will thus provide an opportunity for retail and institutional investors
who wish to obtain exposure to the local retail real estate market in the UK and are seeking an
attractive level of income with the potential for income and capital growth.

Competitive Strengths

An immature property investment sector

The Directors believe that the market for properties which LSR is targeting has traditionally been the
preserve of smaller, often local, investors. With relatively little competition from institutional property
investors, the market is fragmented and underdeveloped, with little property held in large institutional
portfolios. The Directors consider that, with professional asset management, this situation provides
opportunities for LSR to generate above average returns for investors.

An experienced and entrepreneurial investment team

The LSR property management team have a broad range of real estate experience which will benefit
the Company in the execution of its investment strategy. The executive management team have many
years’ experience between them, gained across numerous asset types, thus enabling swift identification
of the most appropriate option for each property.

Management will look to exploit added value initiatives, for example in residential units above retail
space, surplus land for development or sale, reconfigurations and better tenant mix.

Supported by its professional advisers, the Directors believe that the Group has established a
reputation for swift and efficient deal execution. This has led to repeat business with vendors and
their agents on an off-market basis, with consequent benefits for pricing and deal costs. In support of
its operations, the team has developed a highly efficient transaction processing and tracking system.

Agent & adviser network

LSR’s management have established a network of national and local advisers, who are kept in close
touch with the Company’s objectives and progress. This strategy has greatly assisted in identifying
and converting investment opportunities and maximising asset management benefits.

LSR has active relationships with 4 specialist managing agents and 18 reputable local property agents
around the UK. These are expected to continue to provide the Group with access to potential
acquisitions and facilitate the execution of transactions and management. In all, over 50 agents are
actively identifying investment opportunities for the Group and providing asset management and
professional services in respect of the portfolio.

Structure as a Real Estate Investment Trust

As a Real Estate Investment Trust, the Group will have a tax efficient corporate structure.
Additionally, the Group may, once it has become a REIT, be able to offer vendors of property in
corporate structures with unrealised capital gains a higher price than other potential purchasers may
be prepared to pay for the corporate entity which owns the underlying property because those gains
will be extinguished following acquisition of the relevant corporate entity by the Group and payment
of a 2 per cent. conversion charge. LSR is looking to become the REIT of choice in the local
shopping sector.

Alignment of interests of Directors and Shareholders

On Admission it is expected that the Board of LSR and their family interests will own approximately
13 per cent. of the Company’s issued share capital. The Company is self-managed and the Executive
Directors’ interests will be aligned with the interests of Shareholders through performance related
bonuses and the LTIP.

The Current Portfolio

The Company owns its property portfolio through its wholly-owned Property Subsidiaries. As at the
date of this document, the portfolio has a valuation of £207.7m and consists of 484 properties. There
are 1,409 tenants within the property portfolio producing an overall net rental income of £13.8m per
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annum. The property portfolio is expected to generate an initial 6.32 per cent. rental yield with
reversionary yield of 6.69 per cent.

The issue price has been determined by reference to the net asset value of the Group estimated as at
Admission. This has been determined valuing the property assets of the Group per the valuation
reports as at 28 February 2007 and 28 March 2007 (as the sum of their individual values and
excluding any portfolio premium) as set out in part 5, the mark to market value of hedging
arrangements at fair value at 31 March 2007, and excluding any deferred tax balances.

On the assumption that the Issue is fully subscribed, approximately 73 per cent. of the proceeds of
the Issue will be used to pay down bank debt and other funding, 5.5 per cent. of such proceeds will
be used to meet the costs of the Issue and REIT conversion and the remaining proceeds will be used
for working capital requirements and as consideration for future acquisitions of properties by the
Group.

The Company intends to acquire further real estate investments in accordance with its investment
policy. The Company anticipates spending the net proceeds of the Issue and available bank facilities
in accordance with its gearing policy on the acquisition of further real estate investments by
September 2008. At such time, the Company expects to have invested approximately a further £143
million. The Group has, at the date of this document, exchanged on 2 properties at a cost of £0.35
million which it anticipates completing prior to Admission. Furthermore, the Group has 58 properties
under offer at a cost of £17.33 million.

Dividends

Dividends on the Ordinary Shares are expected to be paid in bi-annual instalments in June and
December in respect of each financial year. The Directors will aim to grow dividends each year at
least in line with the UK Index of Consumer Prices. The Directors expect that, in the absence of
unforeseen circumstances, the Company will pay gross dividends totalling 11.684 pence per Ordinary
Share in respect of the period from Admission to 30 September 2008 (representing an equivalent
annual gross dividend of 4.75 per cent. of the Issue Price over that period).

The extent to which the income generated on the Group’s property assets can be distributed to
Shareholders by way of dividend will depend upon, amongst other things, the application of
applicable accounting and legal principles. Whilst it is the current intention of the Company to pay
out dividends only from net cash income, it is possible that not all of the net cash income recorded
in the Group’s consolidated financial statements will be available to the Directors in the form of
distributable profits of the Company from which to pay a dividend. To the extent that the net cash
income or available distributable reserves of the Company are less than the dividend proposed to be
paid, this might lead to capital erosion in respect of such period.

It is expected that the dividends in respect of the period to 30 September 2008 will be paid as
follows:
Gross amount per

Ex-dividend ( Month) Payment Month Ordinary Share*
December 2007 December 2007 3.419
June 2008 June 2008 4.133
December 2008 December 2008 4.133

* These forecasts are based on the Assumptions, relate to dividends only and are not a profit or earnings forecast.

Initial Net Asset Value

The net asset value per Ordinary Share immediately following Admission is expected to be 164.86
pence (unaudited, source: Pro Forma information in Part 6). This includes a provision for the
conversion charge to REIT status of £4.5m.

Borrowings and Funding Strategy

On Admission, the Company will have the power, under the Articles, to borrow up to an amount
equal to a maximum of 65 per cent. of the Group’s Gross Assets at the time of drawdown. This
borrowing limit is a requirement of the Listing Rules. However, the Listing Rules do not preclude the
Company from seeking shareholder consent to amend the Articles in this regard following Admission.
The Directors believe that it would be more appropriate for the Company to have the flexibility to
adopt a gearing policy permitting borrowings of up to 75 per cent. of the Group’s Gross Assets. The
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Directors currently intend to target borrowings to between 65 per cent. and 70 per cent. of Group’s
Gross Assets and propose to put a resolution to Shareholders following Admission to amend the
Articles to allow the Company to borrow up to 75 per cent. of the Group’s Gross Assets. Such
resolution is likely to be considered at the Company’s annual general meeting which is expected to be
held in January 2008, although the Directors will consider convening an extraordinary general
meeting of the Company before then if they consider that this is in the interests of the Company.

On Admission, the Group will have a secured senior facility of £10 million with The Royal Bank of
Scotland plc which will be repayable after 2 years. Interest on the facility will be paid quarterly at an
annual rate equal to LIBOR plus 100 basis points plus mandatory costs. The Group will also have a
secured senior facility of £95.6 million with Barclays Bank PLC repayable after 10 years. Interest on
the facility will be paid quarterly initially at an annual rate of LIBOR plus 112.5 basis points plus
mandatory costs falling to LIBOR plus 75 basis points plus mandatory costs. The facility is swapped
at 4.845 per cent. until January 2017. The Group will also have a secured senior facility of £150m
with HSBC Bank plc which will be repayable after 9 years. Interest on the facility will be paid
quarterly at an annual rate equal to LIBOR plus 60 basis points to 75 basis points (plus mandatory
costs) between loan to value ratios of 50 per cent. to 75 per cent. respectively. The Group intends to
hedge between 85 per cent. and 100 per cent. of this facility. On Admission the Company will repay
its existing mezzanine facility with Castlemore Holdings Limited.

Authority for the Company to make market purchases of Ordinary Shares by the Company

The Directors will have authority to buy back up to 14.99 per cent. of the Company’s Ordinary
Shares in issue immediately following Admission and will seek annual renewal of this authority from
Shareholders. Any buy back of Ordinary Shares will be made subject to applicable law and within
guidelines established from time to time by the Board (which will take into account the income and
cash flow requirements of the Group). It is intended that buy backs will only be made if the
Directors believe that to do so would be in the interests of Shareholders not participating in any such
buy backs. Accordingly, purchases of Ordinary Shares will only be made through the market for cash
at prices below the prevailing net asset value of the Ordinary Shares where the Directors believe such
purchases will enhance the net asset value per Ordinary Share of the remaining Ordinary Shares. The
making and timing of any buy backs will be at the absolute discretion of the Board. Such purchases
will also only be made in accordance with the rules of the UK Listing Authority and any other
applicable law or regulation which provide that the price to be paid is not more than the higher of
(1) 105 per cent. of the average of the middle market quotations for an Ordinary Share as derived
from the Daily Official List of the London Stock Exchange for the five business days immediately
preceding the day on which that Ordinary Share is purchased; and (ii) the ‘Buy-back Regulation
price’, being the higher of the last independent trade and the highest current independent bid. The
Company may hold shares as treasury shares.

The Company passed a special resolution on 11 April 2007 cancelling, subject to the sanction of the
Court, the amount standing to the credit of its share premium account immediately following the
Issue. The Company intends to apply to the Court for an order confirming such cancellation of the
share premium account shortly following Admission. Subject to any undertaking to be given to the
Court, the reserve created on such cancellation will create a distributable reserve which will be
available for all purposes including the buy back of Ordinary Shares and the payment of dividends
by the Company.

Directors, Management and Administration
Directors of the Company
The Directors are as follows:

John Grahame Whateley, aged 63, non-executive Chairman, has been in the property industry for
approximately 45 years, after qualifying as a surveyor. He founded Castlemore Securities Limited
(now a subsidiary of Castlemore Holdings, his family holding company) 36 years ago. Castlemore is
currently involved in developing a portfolio of office, retail and large mixed use schemes worth over
£1 billion around the country, totalling 10 million square feet of new space. In addition, he is also
Chairman of the Cedar group of companies, which he also started over 36 years ago.

Nicholas John Gregory, aged 41, Executive Director. Along with Mike Riley, Nick was a director of
Castlemore Securities Limited between October 2002 and January 2005, when he became a director of
the Company. Previously, Nick was at UBS Global Asset Management (UK) Limited from April
1996 to September 2002. At UBS, he was appointed fund manager responsible for the management of
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a portfolio with a value of £175m for Philips & Drew Second Property Partnership (later renamed
Triton Property Fund).

His role included stock selection, purchase diligence and sales, and he later became responsible for all
purchase and sales transactions. He became a director in July 2000 and a member of the Property
Investment Committee in May 2001 with responsibility for setting fund strategy and transaction
approval for a fund with £568m of property assets (as at June 2002). At UBS, Nick was an FSA
approved person (having obtained the IIMR Investment Management Certificate 1997). Prior to
joining UBS, Nick was a trainee surveyor at Chesterton from 1993 to 1996.

Michael Edward Riley, aged 46, Executive Director. Mike has been working in the property industry
since 1986. Along with Nick Gregory, he was a director of Castlemore Securities Limited between
October 2002 and January 2005, when he became a director of the Company. Mike was responsible
(with Nick Gregory) for developing the investment business within Castlemore Securities Limited and
the Company, which has included the following responsibilities:

® Building up and asset managing a diversified property portfolio;

® Ongoing asset management of completed development properties held as investments;

® Arranging and structuring property investment financing for the Company; and

®  Setting up and acquiring/asset managing properties for a joint venture with a major UK bank.

Prior to joining Castlemore, Mike was at Quintain Estates and Development Plc from July 2001 until
July 2002, holding the role of Chief Executive from March 2002. Previously, Mike worked at HVB
Real Estate Capital for four years where he became joint managing director in October 1999 and was
responsible for the bank’s marketing team and sat on its London credit committee. Prior to that he
was at Chesterton International from 1989 to 1997. Mike trained as a chartered surveyor with Hillier
Parker between 1986 and 1989.

Victoria Whitehouse, aged 33, Executive Director. Victoria joined the Company as Finance Director
designate in January 2007 from ProLogis Developments Limited where, as Group Financial
Controller, she was responsible for directing the accounts team. Previously, Victoria was with KPMG,
between 1997 and 2005, becoming senior audit manager responsible for a variety of clients with
turnovers up to £350m per annum, including publicly listed companies and a property group. Victoria
trained with Felton & Co in Birmingham and qualified as a Chartered Accountant in 1997.

Andrew Cunningham, aged 50, non-Executive director, qualified as an accountant with Deloitte
Haskins & Sells, becoming a partner in 1989 with responsibility for a broad range of audit clients. He
joined Grainger PLC as Finance Director in 1996, becoming Deputy Chief Executive in 2002.

Nicholas Vetch, aged 45, non-Executive Director, was a co-founder of Big Yellow Group PLC in
September 1998. Prior to that he was joint Chief Executive of Edge Properties plc, which he co-
founded in 1989 and which was subsequently listed on the Official List of the London Stock
Exchange in 1996 before being taken over by Grantchester Properties plc in 1998. Mr Vetch is also a
non-executive director of Blue Self Storage S.L, a self storage operation in Spain.

The investment team

In addition to the Company’s executive directors, the Group will have ten further full time and
attached staff in total who encompass all the disciplines associated with property investment
management: research; acquisitions; disposals; development; finance and legal, property asset
management; and administration. The Group has established a network of 18 investment acquisition
agents and manages its property portfolio through 4 property management specialists. In all, the
Group has a close network of 50 professional property advisers. Each agent employed is a recognised
expert in its field, either nationally or locally. The management team engages and monitors agents’
performance against established rigorous standards.

Corporate governance

The Directors have implemented appropriate measures (having regard to the current stage of
development of the Company) to comply, so far as practicable, with the Combined Code.

Further information on the Group’s corporate governance arrangements is set out in paragraph 8 of
Part 10 of this document.
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Valuations

The Group’s property portfolio will be valued every six months which will involve 25 per cent. of the
properties held at the previous date and all properties acquired since that date being valued by the
external valuation agent and the balance as a directors’ valuation. The external valuation agents will
have free choice as to which properties to value but their valuation shall include all properties
purchased since the previous valuation.

ISAs and PEPs
Offer for Subscription

Ordinary Shares allotted under the Offer for Subscription will be eligible for inclusion in an ISA or a
PEP, subject to the applicable subscription limits, as set out below, being complied with.

Placing

Ordinary Shares allotted under the Placing are not eligible for inclusion in an ISA or PEP. However,
Ordinary Shares subsequently acquired in the secondary market may be eligible for inclusion in an
ISA or PEP, subject to the applicable subscription limits set out below being complied with. The
Ordinary Shares would need to be acquired by an account manager by purchase in the market and
the manager will confirm ISA or PEP eligibility. Further information relating to ISAs and PEPs is
provided below.

1SAs

Eligibility for inclusion of the Ordinary Shares in an ISA is subject to the usual subscription limits
applicable (for the tax year 2007/8 an individual may invest £7,000 worth of stocks and shares in a
maxi ISA or £4,000 in a stocks and shares mini ISA). Investors are reminded that they cannot
subscribe for both a maxi ISA and a mini ISA in the same year. In each tax year, investors may
invest either in one maxi ISA (which may include a stocks and shares component and a cash
component) or in two mini ISAs, one of which may be a cash mini ISA and one of which may be a
stocks and shares mini ISA.

PEPs

Although no new PEPs may be opened and no further subscription made to existing PEPs, the
Ordinary Shares may be qualifying investments for existing PEPs provided that the PEP manager has
acquired such Ordinary Shares by subscription under the Offer for Subscription or by purchase in the
market and is satisfied on the subject of eligibility.

SSAS and SIPPs

The Directors have been advised that the Ordinary Shares in the Company will be eligible for
inclusion in a SSAS or a SIPP.
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PART 2
OTHER INFORMATION

Fees and Expenses of the Group
Costs and expenses of the Issue and entry into the REIT regime

The costs of the Issue incurred by the Group will be met by the Group following Admission. Such
fees and expenses will include fees payable under the Placing and Offer Agreement, receiving agent’s
fees, listing and admission fees, printing, advertising and distribution costs and legal and accounting
fees and any other applicable expenses (and any VAT thereon). Such expenses include the charge
which will be payable to HMRC by the Group on its conversion to REIT status.

The Directors do not anticipate that these expenses will exceed 5.5 per cent. of the amount raised
under the Issue, on the assumption that the Issue is fully subscribed.

Ongoing and Annual Fees and Expenses

The Group will also incur ongoing and annual fees and expenses. These fees and expenses will
include among others, the fees of the independent valuation agent, Directors’ fees, regulatory fees,
legal and accounting fees, tax advisory fees, rent review fees, letting fees, certain expenses incidental
to the management, administration and continuation of the Property Subsidiaries, insurance costs,
audit fees and other expenses (and any VAT thereon).

On the basis of the Assumptions, it is anticipated that the Group will have utilised the net proceeds
of the Issue and available bank facilities on the acquisition of property investments by 30 September
2008. It is estimated that the total expenses of the Group (as described above) for the year ended 30
September 2009 on the basis of the Assumptions, will not exceed 1.3 per cent. per annum of the
value of the property assets of the Group.

The costs of acquiring properties, which will include property acquisition costs and related stamp
duty (or transfer taxes) will vary according to the way in which the relevant acquisition is structured.
The Group will seek to minimise these costs at all times so far as is reasonably practicable.

Each non-executive Director will initially be paid a fee of £30,000 per annum (£50,000 for the
Chairman).

Accounting policies

The audited accounts of the Group will be prepared under International Financial Reporting
Standards (“IFRS”). Under IFRS, the Group will prepare an income statement which, unlike a
statement of total return, does not differentiate between revenue and capital and also includes net
realised and unrealised investment gains. The Company’s management and administration fees, finance
costs (including interest on bank facilities) and all other expenses will be charged through the income
statement.

Shareholder information

The Company’s annual report and accounts will be prepared up to 30 September each year, and it is
expected that copies of the report and accounts will be sent to Shareholders within the following 4
months. Shareholders will also receive an unaudited interim report covering the six months to 31
March each year, which is expected to be despatched within the following 2 months. The first annual
report and accounts that Shareholders will receive will be the report and audited accounts for the
period ended 30 September 2007.

All general meetings of the Company and separate shareholder meetings will be held in the United
Kingdom. The Company will hold an annual general meeting which is expected to be in January each
year.
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PART 3
THE ISSUE

Up to 91,954,023 million Ordinary Shares are available, in aggregate, under the Issue subject to a
minimum of 80,459,770 million Ordinary Shares.

In the event that there are any significant changes affecting any of the matters described in this
document or where a significant new matter has arisen after the publication of this document and
prior to Admission, the Company will publish a supplementary prospectus giving details of the
significant change or the significant new matter.

The Directors may, with prior approval of JPMorgan Cazenove, bring forward such date and thereby
shorten the Placing period, to a time and date no earlier than 3.00 p.m. on 25 April 2007, or extend
the Placing and Offer periods, to a time and date no later than 3.00 p.m. on 3 May 2007. If the
Placing and Offer periods are shortened or extended, the Company will notify investors of such
change by the publication of a notice through a regulatory information service provider to the
London Stock Exchange, which notification will include a revised timetable for Admission.

The Issue is conditional upon:

(1) the Placing and Offer Agreement having become unconditional in all respects (save for the
condition relating to Admission) and not having been terminated in accordance with its terms
prior to Admission; and

(i) Admission becoming effective not later than 8.00 a.m. on 2 May 2007 or such later time and/or
date as JPMorgan Cazenove and the Company may agree in writing, being not later than 30
June 2007.

The Company has applied for listing under Chapter 15 of the UK Official List.

The Placing

Under the Placing and Offer Agreement between the Company and JPMorgan Cazenove, JPMorgan
Cazenove has agreed to use its reasonable endeavours to procure placees under the Placing for the
Ordinary Shares comprised in the Issue.

Ordinary Shares are being made available under the Placing at 174p per Ordinary Share, to raise
approximately £160 million before expenses.

Further details of the Placing and Offer Agreement are set out in paragraph 9 of Part 10 of this
document. Commitments under the Placing must be for a minimum subscription amount of £2,000
and thereafter in multiples of £1,000.

The Offer for Subscription

The Company has also agreed to make an offer to the public pursuant to the Offer for Subscription.
Ordinary Shares are being made available under the Offer for Subscription at a price of 174 pence
per Ordinary Share, subject to the terms and conditions of application under the Offer for
Subscription. These terms and conditions should be read carefully before an application is made. The
Offer for Subscription will close at 3.00 p.m. on 24 April 2007.

If Ordinary Shares are acquired under the Offer for Subscription through financial intermediaries, a
commission of up to 3 per cent. of the amount subscribed by the relevant investor will be payable to
his or her financial intermediary. Where a commission is payable, the investor will receive such
number of Ordinary Shares as is calculated by deducting from his or her total amount subscribed the
commission payable to his or her financial intermediary and dividing the resultant amount by the
Issue Price, save that any fractional Ordinary Share shall be rounded down and sold for the benefit
of the Company. No commission will be payable to financial intermediaries in respect of Ordinary
Shares acquired otherwise than pursuant to the Offer for Subscription.

Applications under the Offer for Subscription must be for Ordinary Shares with a minimum
subscription amount of £2,000 and thereafter in multiples of £1,000.

Completed application forms accompanied by a cheque or banker’s draft in relation to the Offer for
Subscription must be posted or delivered by hand (during normal business hours) to Lloyds TSB
Registrars, Corporate Actions, 3rd Floor, Princess House, 1 Suffolk Lane, London EC4R 0AX so as to
be received by 3.00 p.m. on 24 April 2007.
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General
The Issue is sponsored by JPMorgan Cazenove. It has not been underwritten.

The Directors shall be entitled at their absolute discretion not to proceed with the Issue if they
determine, in consultation with the Sponsor, that it would not be viable to do so. The Issue will not
proceed if the minimum size of £140m is not reached. In such circumstances subscription monies
received under the Placing and Offer for Subscription would be returned to investors without interest.

Up to 91,954,023 Ordinary Shares are available under the Issue. In the event that commitments under
the Placing and valid applications under the Offer for Subscription exceed 91,954,023 Ordinary
Shares, commitments under the Placing and applications under the Offer for Subscription will be
scaled back at the Directors’ discretion (in consultation with the Sponsor) and thereafter no further
commitments or applications will be accepted and the Placing and Offer for Subscription will be
closed.

The results of the Issue will be announced by the Company on or around 27 April 2007 through a
regulatory information service provider.

Settlement and dealings

The Issue Price under the Placing is payable in full in cash upon the issue of the Ordinary Shares.
Under the Offer, the Issue Price is payable in full in cash upon application. To the extent that any
application is rejected, in whole or in part, monies received will be returned without interest at the
risk of the applicant.

The procedure for, and the terms and conditions of, application under the Offer for Subscription are
set out in Part 12 of this document and an application form for use under the Offer for Subscription
is attached at the end of this document.

Ordinary Shares issued pursuant to the Issue will be issued in registered form and may be held either
in certificated form or in uncertificated form and settled through CREST. It is expected that CREST
accounts will be credited on Admission in respect of Ordinary Shares issued in uncertificated form
and definitive certificates in respect of Ordinary Shares in certificated form will be despatched by post
within ten Business Days of Admission. Temporary documents of title will not be issued.
Unconditional dealings in the Ordinary Shares are expected to commence on 2 May 2007. Prior to
Admission, it is expected that dealings in the Ordinary Shares will commence on a conditional basis
on the London Stock exchange at 8.00 a.m. on 27 April 2007. The earliest date for settlement of such
dealings will be 2 May 2007. All dealings in the Ordinary Shares prior to the commencement of
unconditional dealings will be on a ‘“‘conditional basis”, will be of no effect if Admission does not
take place and will be at the sole risk of the parties concerned. These dates and times may be
changed. Prior to despatch of share certificates in relation to Ordinary Shares to be registered in
certificated form, transfers will be certified against the Register of Members.

Lock-up arrangements

Immediately following Admission, the Directors and their family interests will be interested, in
aggregate, in 12,635,056 Ordinary Shares representing approximately 13 per cent. of the enlarged
issued share capital of the Company. Under the terms of the Placing and Offer Agreement, which is
described more fully in paragraph 9 of Part 10 of this document, the Directors have undertaken that,
subject to certain exceptions, without the consent of JPMorgan Cazenove, they will not sell or
otherwise dispose of, or agree to dispose of, any of their respective interests in the Ordinary Shares
held immediately following Admission at any time prior to the first anniversary of Admission. The
Castlemore Securities FURBS Scheme and Lara Whateley have given similar undertakings.

Share Incentives

The Directors believe that equity incentives are and will continue to be an important means of
retaining, attracting and motivating senior management and key employees. Therefore, the Board
proposes to offer to senior management and key employees the opportunity to participate in the
future growth of the Company through the Share Incentive Schemes outlined below:

The Local Shopping REIT Plc Company Share Option Plan 2007 (the “CSOP”)

The CSOP has been adopted by the Company conditional on Admission but with effect immediately
prior to Admission. The Company is seeking the approval of the CSOP from HMRC. Such approval
will not be given until Admission or shortly thereafter.
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Once HMRC approval has been obtained in respect of the CSOP, the Company may grant options
over Ordinary Shares to any employees of the Company and any of its subsidiaries selected at the
discretion of the Remuneration Committee provided that such persons do not breach the statutory
provisions relating to HMRC approved company share option plans. It is the intention of the
Remuneration Committee that in relation to the grant of options under the CSOP no Directors shall
receive such a grant and that, accordingly, the grant of options under the CSOP shall not normally
be subject to the satisfaction of a performance target.

Further details of the principal terms of the CSOP are summarised at paragraph 5 of Part 10.

The Local Shopping REIT Plc Long Term Incentive Plan (2007) (the “LTIP”)

The LTIP has been adopted by the Company conditional on Admission but with effect immediately
prior to Admission.

Under the LTIP, awards over Ordinary Shares may be granted to any employees of the Company or
any of its subsidiaries selected at the discretion of the Remuneration Committee. Awards will be
granted at the discretion of the trustees of the EBT after consultation with the Remuneration
Committee. It is the intention of the Remuneration Committee that the initial grant of awards under
the LTIP will only be made to the executive Directors of the Company and also to Chris Moulden,
the Group’s senior asset manager.

Awards made under the LTIP shall be subject to the achievement of stretching performance targets.
Further details of the principal terms of the LTIP and the performance targets that the Remuneration
Committee intend to apply to the initial grant of awards under the LTIP are summarised at
paragraph 5 of Part 10.

The Local Shopping REIT Plc Employee Benefit Trust (the “EBT”)

The EBT is constituted by a trust deed entered into between the Company and LSR Trustee Limited
(“EBT Trustee”).

The EBT Trustee is able to either purchase existing Ordinary Shares in the market or subscribe for
new Ordinary Shares.

It is intended that the EBT will be used in conjunction with the LTIP but it may be used to satisfy
options granted under the CSOP or any other employees’ share scheme adopted by the Company.

Further details of the EBT are set out at paragraph 5 of Part 10.
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PART 4
THE CURRENT PORTFOLIO

A detailed list of the current portfolio is set out as a Schedule to the Valuation report in Part 5.
Further analysis of this portfolio is set out below.

Summary of tenure

88.2 per cent. of the properties are freehold/virtual freehold, 11.4 per cent. of properties are long
leasehold with leases expiring between 50 and 250 years, the remaining 0.4 per cent. of properties
have shorter leaseholds.

Capital value
A breakdown of the capital value of the portfolio is as follows:

No. of Initial
Capital Value Properties Value Yield (%)
£0 — £100k 37 £3.2m 6.47
£101 — £200k 159 £24.5m 6.55
£201 — £500k 171 £53.7m 6.43
£501k — £1m 82 £59.0m 6.26
£1 — £3m 31 £48.3m 6.40
£3m + 4 £19.0m 5.73
Total 484 £207.7m 6.32

Regional weightings
The regional weightings of the property portfolio can be summarised as follows:
As a percentage of

current Estimated
Rental Value

East Anglia 5.7
East Midlands 4.2
North 5.8
North West 9.2
Scotland 12.9
South East (including London) 26.2
South West 13.0
West Midlands 7.8
Wales 7.2
Yorkshire and Humberside 8.0

Lease length
The length of the leases can be summarised as follows:

As a percentage of
portfolio Estimated

Length of leases Rental Value
Vacant 4.5
Rent guarantee 1.5
0-3 years 24.0
3-6 years 18.7
6-9 years 21.3
9+ years 30.0
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PART 5
VALUATION REPORT

12 April 2007

The Directors JPMorgan Cazenove Limited
The Local Shopping REIT Plc 20 Moorgate

11 Hanover Street London

London EC2R 6DA

WIS 1YQ

Dear Sirs

THE LOCAL SHOPPING REIT PLC (THE “COMPANY”)

In accordance with instructions received from the Directors of the Company, the freehold and
unexpired leasehold interests in the properties held by subsidiaries of the Company, as set out on the
attached schedule, have been valued for the purposes of the publication of a prospectus relating to
the Company in connection with a proposed offer of shares in the Company and the admission of
the Company’s shares to the Official List of the UK Listing Authority.

The majority of the properties are valued as at 28 February 2007 (the main portfolio) with the
exception of those properties acquired between 1 March 2007 and 28 March 2007 which are to be
valued as at 28 March 2007 (the March portfolio).

Over the past two years, Allsop LLP has earned fees from Castlemore Securities Ltd/the Company
and its subsidiaries which represents less than 5% of our total fee income.

We are of the opinion that we are acting as an independent valuer in this matter.

The valuations have been carried out in compliance with the Practice Statements contained within the
Appraisal and Valuation Standards 2003 prepared by the Royal Institution of Chartered Surveyors.
The interests have been valued subject to and with the benefit of any lettings which have been
disclosed. No allowance has been made for expenses incurred in sale nor for taxation that may arise
in the event of a disposal, deemed or otherwise, although valuations are net of a purchaser’s costs.
Estimates of rental or capital value exclude any VAT that may be applicable. Our opinion of value is
stated in £.

As agreed with you, we have inspected the properties marked in the attached schedule as such. The
substantial majority of the other properties were inspected on behalf of your debt providers by one of
the following firms of property consultants — Bidwells, Aitchison Rafferty and Edward Symmonds —
between the dates February 2006 and February 2007. We have had sight of the various valuation
reports provided to your debt providers and have relied upon these reports with regard to the
location of the properties, their description, physical condition, planning, environmental issues and
Market Rents. We have obtained from these valuers the appropriate duty of care letters to our
benefit. In addition, there are a small number of properties that we have not inspected, but these
have been inspected by the property consultants above for debt purposes between May 2005 and
February 2006. In these cases, we have undertaken our own research as to Market Rent and have
reached a judgement in respect of all other matters. These properties are marked in the attached
schedule as “not inspected”.

We have been provided with copy Reports on Title prepared by Olswang, Eversheds and Biggart
Baillie in respect of the properties prepared at the time of the various acquisitions and in respect of
those properties inspected by Allsop LLP we have been provided with revised update certificates
prepared by Eversheds and Biggart Baillie prepared as at December 2006 and January 2007
respectively. In addition, we have relied upon update title and lease information supplied by the
company in respect of all of the properties.
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The properties have been valued on this basis and the understanding that there are no undisclosed
matters that would affect the valuations. It is assumed, unless otherwise advised, that the title deeds
and leases do not contain any unusual or onerous restrictions, covenants or other encumbrances
which would affect the value of the properties.

Save as otherwise disclosed, it has been assumed for the purposes of valuation that the relevant
interests in the properties are free of mortgage, charge or other debt security and no deduction has
been made for such charge or debt.

No planning consents have been inspected save those disclosed by the Company, and it is assumed
that the properties were erected, are occupied and used in accordance with all requisite consents and
that there are no statutory requirements or notices outstanding. Where planning enquiries have been
instituted information supplied by planning officers has been given without liability on their part and
accordingly responsibility for this information cannot be accepted.

The properties have not been structurally surveyed for the purpose of the valuation, nor have the
services been tested. The properties have been valued on the assumption that no known deleterious
materials or techniques have been used in the construction of any of the buildings and that the
ground is not susceptible to subsidence, shrinkage or any other similar hazard. No responsibility is
accepted for any existing defects nor for those which may arise in the future.

The scope of our report does not extend to advice in relation to problems that may arise due to the
failure of computerised service systems. In particular, we have not arranged for any investigations to
be carried out to determine whether or not all equipment, plant and machinery and services which
form part of or are contained within the properties which form the subject matter of the valuation
and all equipment, plant and machinery and services of suppliers or other third parties which may
impact upon the properties meet current requirements/standards. We are therefore unable to report
that the equipment, plant and machinery and services referred to above comply with all relevant
standards and requirements. For the purposes of our valuation therefore, we have assumed that the
value of the properties will not be adversely affected by any problems with computerised equipment,
plant or machinery which does not meet the relevant standards or requirements. Should it be
established subsequently that the properties may be affected by problems with computerised
equipment plant or other services, this may reduce the value reported below.

The value of each property has been assessed in accordance with the relevant parts of the Red Book.
In particular, we have assessed Market Value in accordance with PS3.2. of the Appraisal and
Valuation Standards 2003 prepared by the Royal Institution of Chartered Surveyors. Under these
provisions, the term ‘“Market Value” means ‘“‘the estimated amount for which a property should
exchange on the date of valuation between a willing buyer and a willing seller in an arm’s-length
transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and
without compulsion.”

As required, we have valued each property separately with no premium attached to the portfolio as a
whole of for any combinations of parts. However, in our opinion, given market conditions, it is possible
that the portfolio as a whole or a whole or a combination of parts would attract a premium value. In
our opinion, if the portfolio were to be valued as a whole, the premium applicable to the portfolio would
be 5 to 10%. However, this premium has been ignored for the purpose of this valuation.

In summary, the main portfolio provides:

® 475 properties

) 1,385 tenants

® Total income of £13,619,691 pa

® Total Market Rent of £14,404,244 pa
In summary, the March portfolio provides:-
® 9 properties

® 24 tenants

®  Total income of £183,497 pa

®  Total Market Rent of £189,827 pa

Having regard to the foregoing, it is considered that the Market Values (the definition of which is
attached hereto) of the interests held by the Company in the properties listed on the attached
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schedules as at 28 February 2007 and 28 March 2007 respectively, subject to and with the benefit of
the tenancies currently subsisting are as attached.

Main Portfolio

Freehold £163,965,500 (one hundred and sixty three million nine hundred and sixty five
thousand five hundred pounds)

Leasehold £41,179,500 (forty one million one hundred and seventy nine thousand five hundred
pounds)

TOTAL £205,145,000 (two hundred and five million one hundred and forty five thousand
pounds)

March Portfolio

Freehold £1,662,000 (one million, six hundred and sixty two thousand pounds)

Leasehold £867,500 (eight hundred and sixty seven thousand, five hundred pounds)

TOTAL £2,529,500 (two million, five hundred and twenty nine thousand, five hundred
pounds)

It is confirmed that the valuation has been carried out by a valuer or valuers who are qualified for
the purposes required.

This Short Format Valuation Report is provided for the stated purpose. If our opinion of value as
set out in this report is disclosed to persons other than the addressees of this report, the basis of
valuation should be stated.

Neither the whole not any part of this Short Format Valuation Report or any reference hereto may
be included in any published document, circular or statement or published in any way without the
valuer’s written approval of the form and context in which it may appear.

Yours faithfully

EDWARD DUNNINGHAM BSC (HONS) MRICS
Partner
For Allsop LLP
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