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KingsOak Homes Limited

Directors’ report for the year ended 30 June 2007

The Directors present their report and the audited financial statements of the Company for the year ended 30
June 2007

Principal activities
The principal activity of the Company 1s building and development

Review of business and future outlook
The Directors are pleased with the progress of the business dunng the year and consider the state of affairs of the

Company at the year end to be satisfactory The results for the Company show a pre-tax profit of £8,157,000
{2006 restated £2,036,000) for the year

During the year ended 30 June 2007, the ultimate parent company, Barratt Developments PLC, acquired the
entire share capital of Wilson Bowden ple Following this acquisition the Directors of Barratt Developments PLC
took the decision to discontinue the use of the KingsQOak brand, although the Company continues to trade under
the David Wilson Homes and Barratt Homes brand names

Housebuilding
KingsOak Homes completed 2,053 properties (down 11 1% on the prior year total of 2,309), with total revenue

for the year of £387 5m (2006 £369 5m), an increase of 4 9% over the prior year There was a decrease of 12 3%
n the average rate of sales per operating site, whilst the average number of operating sites has rsen from 71 to
72 during the year The average selling price in KingsQak Homes was £184,800 (2006 £160,600), which
represents an mcrease of 15 1% on the prior year This is mawmly due changes in product mix and price increases

The key performance indicators of the business are as follows

Key performance indicator 2007 2006 Movement

Operational

Residential completion numbers 2,053 2,309 .11 1% Drscussed o the
section entitled

Average sales price (Residential £184,800 £160,600 15 1%  ‘Housebwilding’

turnover divided by the number of

completions)

Land bank plots (Number of 8,500 8,200 3 7% Discussed mthe

residential plots owned and agreed section enutled

subject to contract) land

Reportable accidents (Number per 643 670 -4 Q% Discussed mthe

section entitled

100,000 people employed mn the Group

Housebuilding busmess) ‘Health & safety’
Financial

Revenue £387 5m £369 5m 4 9%

Operating profit £29 6m £17 8m* 66 3%

Profit before tax £8 2m £2 Om* 310%

* The results for the year ended 30 June 2006 have been restated as explained m note 1 to the accounts
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Land
The Company’s land bank has been strengthened during the year and now stands at 8,500 plots representing

approximately 4 1 years of land usage at the current rate of consumption The land bank includes 300 plots
which have been purchased subject to contract

Geographic and product diversity
The Company offered a product range from first time buyer to family homes with an average selling price in

the order of £184,800 We operate throughout central and southern England and during the year ended 30 June
2007 we were selling from an average of 72 sites spread over 8 divisions These divistons and sites were
rebranded as David Wilson Homes or Barratt Homes during the year

Environment
During the year the Government announced the requirement for all new homes to be zero carbon by 2016

Whilst this requirement will pose a challenge for all housebuilders, the Barratt Developments PLC Group are
seeking to become industry leaders m this area The Group will launch, later in the year, an environmental
charter that sets out how we will reduce our own unpact, improve the environmental quahty of what we build
and help our customers to reduce theiwr inpact

The Company continued to make progress in certifying our divisions to IS014001 standard for Environmental
Management In last year’s Group Annual Report we stated our target was that all of our divisions would have
achieved ISO14001 status by 30 June 2007 We are pleased to report that all of the Company’s divisions
achieved certification n this area

Health & Safety
We have continued to make good progress m the field of health a safety with a reduction 1n the number of

reportable accidents to 643 per 100,000 persens employed 1n the Group housebuilding business, a reduction of
4 0% on the previous year

The Company contmued to make progress with the process of certifying our operating divisions under
OHSAS18001 mn Health and Safety At 30 June 2007, 2 divisions were certified to this level

Kev risks
The Company’s financial and operational performance 1s subject to a number of risks The Board seeks to

ensure that appropriate processes are put in place to manage, monitor and mitigate these risks

The Company recognises that the management of risk 1s fundamental to the achievement of Company targets
As such all tiers of management are involved n this process The majority of risks are managed at the Group
level




KingsOak Homes Limited

Principal risks of the Company include, but are not limited to

Risk

Mitigation

Residential Property Market

Response to changes 1n the macroeconomic
climate including buyer confidence and interest
rates

Provision of gh quality product to mamtain
brand quality and mimimise remedial costs

The Executive Directors conduct a weekly
meeting which reviews key trading indicators,
including sales rates, visitor levels and levels of
mcentives and cash flow projections

The Group has a comprehenstve approach to
quality enshrined in the ‘Forward through Quality
Initiative’

Land

Securmg sufficient land of appropriate size and
quality to provide profitable growth

Each division produces a monthly analysis of the
amount of land currently controlled compared to
thewr outhne three year sales projections These
are consolidated upwards for regular review at
Board level

In addition each operating division holds weekly
land meetings

Every land acquisition 1s subject to a formal
appraisal procedure and 15 required to achieve an
overall hl.ll‘dle rate of return

Government regulation

Length of ime taken to obtain required planning
and technical consents

Consequence of changes n tax legislahon

The Group has considerable imhouse technical and
planmng expertise devoted to achteving an
umplementable planning consent

Changes in potential and actual changes 1n tax
legislation are monitored by both our mdustry
experienced inhouse finance teams and our
external tax advisors

The Group has adopted a low risk strategy to tax
planning
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Risk

Mitigatnon

Construction

Failure 1o 1dentify and achieve key construction
milestones

Management reporting fails to identify cost
overruns leaving mnsufficient time to take remedhal
action

Innovative design and construction techniques are
not employed

Health and Safety

Constderation of the impact of construction
schemes upon the environment and social
surroundings

The Group's weekly reporting dentifies the
number of properties at key stages of
construction Projected construction rates are
evaluated as part of the monthly forecasting cycle

The total costs on every site In progress are
evaluated once a quarter and reviewed by the
divisional board meeting

The Group ensures that 1t 15 at the forefront of
design and construction technmques by a
combination of

¢ n-house technical departments
» the employment of exiernal consultants

e an ongoing commitment to building
experimental house types

The Group has a dedicated Health & Safety audit
department, which 1s independent of the
management of the operating divisions

The Group monitors a number of environmental
mmpact indicators The results of this appear in
our Corporate Social Responsibility Report

People

Ability of the Group to attract and retain the best
people

Ensuring that the Group has a sufficiently skilled
and experienced workforce

Adequate succession planning to ensure that
experience and knowledge of key management 1s
retained within the business

The Group has a comprehensive Human
Resources policy 1n place which includes

e Apprenuice Schemes

®  An extensive Graduate Recruitment
Programme

+  Succession planning
» Tramming Schemes tailored to each disciphine

s  The Group has set itself the target of having
a fully carded workforce by 2010, under the
Construction Skills Certification Scheme

Fiancial risk management objectives

The Group’s operations and debt financing expose it to a variety of financial risks that include the effects of
changes in debt market prices, credit risks, liquidity risks and interest rates The most significant of these to the
Group 1s hquidity risk and as such there 1s a regular, detailed system for the reporting and forecastmng of cash
flows from the operations to Group management so as to ensure that risks are promptly 1dentified and

appropriate actions taken by the central Treasury Department In addition, the Group has n place a risk
management programme that seeks to hmit the adverse effects of the other nisks on uts financial performance 1n
particular by using financial instruments, including debt and derivatives, to fix interest rates The Group does
not use derivative financial instruments for speculative purposes
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The Board of Directors of Barratt Developments PLC 1s responsible for setting specific, clearly defined
guidelines regarding treasury that are applied by the Group In addition, the Directors approve and review all
facilities and denvative transacuons The Group operates a central Treasury Department to implement the
guidelines established by the Board, to whom 1t reports regularly

1) Interest rate risk
The Group has both interest bearing assets and interest beaning habilines The Group has a policy of

maintaining both long term fixed rate funding and medium term floating rate funding so as to ensure that there
15 appropnate flexibility for the Group’s operational requirements In order to achieve this the Group has
entered into swap arrangements to hedge cash flow nisks relating to interest rate movements on a proportion of
its debt The Group has a policy that 60% - 80% of the forecast debt for the year end 1s at a fixed rate, with an
average mmimum duration of five years and an average maximum duration of fifteen years

1) Credit risk
The Company has no significant concentration of credit risk, with exposure spread over a number of

counterparties and customers The exposure to credit loss on cash and cash equivalents and trade and other
receivables 1s equivalent to theiwr balance sheet carrying value

The Group has a credit policy that 15 limited to financial mstitutions with hugh credit ratings as set by
intermational credit rating agencies The Group only contracts derivative financial mstruments with
counterparties with which the Group has an ISDA Master Agreement in place These agreements permit net
setttement thereby reducing the Group’s credit exposure to individual counterparties

ur) Liquidity risk
The Group actively maintains a mixture of long term and medium term commutted facihties that are designed

to ensure that the Group has sufficient available funds for operations

The Group’s objective 15 to munumise refinancing risk The Group therefore has a policy that the average
maturity of 1ts commtted facilities and private placement notes 1s at least 3 years At 30 June 2007, the average
maturity of the Group’s facilities was 3 5 years

Dividends
An interim dividend of £1,174,500 (2006 £1,360,000) per ordinary share amounting to £2,349,000 (2006

£2,720,000) was pard on 25 May 2007 A final dividend of £782,500 (2006 £1,863,500) per ordinary share
amounting to £1,565,000 (2006 £3,727,000) was proposed at the year end and was approved and paid on 31
October 2007 The aggregate dividends on the ordinary shares recognised as an expense during the year
amounts to £6,076,000 (2006 £8,329,000) excluding proposed dividends that have yet to be approved by the
balance sheet date
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Directors

The Durectors who held office during the year and up to the date of signing the financial statements were as
follows

D A Pretty {Chairman) (retired 31 December 2006}
P R Gieron

A McCamck {resigned | October 2007)

M A Pain

M S Clare (appowmnted 2 October 2006)

K Handford

A Wilson (resigned 5 December 2006)

G K Hester (resigned 15 January 2007)

Directors’ indemnities
Following shareholder approval in January 20086, Barratt Developments PLC has provided an indemmity to the

Drrectors and company secretary of all Group companies, including KingsOak Homes Lunited, aganst all
hability arising in respect of any act or omission in thewr duties  This 1s a qualifying indemnaty provision for
the purposes of the Compamies Act 1985

Employees
The Board recognises that employees need to understand and contribute to the broad objectives of the business

and seeks to develop good relations with employees through regular communication and consultation

Selection for employment and promotion 1s based on the objective assessment of ability and experience and the
Company 1s commutted to ensuring that 1ts workplaces are free from unlawful discrimmation of any sort The
Company strives to ensure that its policies and practices provide equal opportunities for all irrespective of
gender, race, ethnic ongin, colour, religion, physical disability, mental health, marital status, sexual orientation
or age

Applications for employment by disabled persons are considered on their merits with due regard to the
indrvidual skills and abilities of the applicant Where disability anses in the course of an mdividual’s
employment the Company will seek to enable the person to continue working by making appropriate
adjustments to the working environment and by offering appropriate support and training

Creditor payment policy
1t 1s Company pohcy for the year ending 30 June 2007 to abide by the agreed terms of payment with suppliers

where the goods and services have been supplied mn accordance with the relevant terms and conditions of
contract Implementation of this policy resulted in a supplier payment period for the company of 59 days for its
trade creditors at 30 June 2007 (2006 64 days)
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Statement of Directors’ responsibilities
The Directors are responsible for preparing the Annual Report and the financial statements in accordance with

applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Dhrectors have elected to prepare the financial statements 1n accordance with United Kingdom Generally
Accepted Accounting Practice (Umted Kingdom Accounting Standards and applicable law) The financial
statements are required by law to give a true and fair view of the state of affairs of the Company and of the
profit or loss of the Company for that period

In preparing those financial statements, the Directors are required to

= select suitable accounting policies and then apply them consistently,

+ make judgements and estimates that are reasonable and prudent, and

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explamed n the financial statements

e prepare the financial statements on the gomg concern basis unless 1t 1s tnappropriate to presume that the
company will continue in business, n which case there should be supporting assumptions or qualifications
as necessary

The Directors confirm that they have complied with the above requirements in preparing the financial
statements

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any time the financial position of the Company and enable them to ensure that the financial statements comply
with the Companies Act 1985 They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other nrregularities

Disclosure of information to auditors
Each Director at the date of approval of this report confirms that

e so far as the Director 1s aware, there 18 no relevant audit information of which the Company’s auditors
are unaware, and

e each Director has taken all the steps that he ought to have taken as a Director 1n order to make himself
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
mformation

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the
Companies Act 1985

On behalf of the board

np—

M A Pamn
Director 23 Apnl 2008
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Independent auditors’ report to the members of KingsOak Homes
Limited

We have audited the financial statements of KingsQOak Homes Limited for the vear ended 30 June 2007, which
comprise the profit and loss account, the statement of total recognised gains and losses, the balance sheet, the
statement of accounting policies and the related notes These financial statements have been prepared under the
accounting policies set out therewn

Respective responsibilities of Directors and auditors
The Directors’ responsibilities for prepanng the financial statements i accordance wath applicable law and

United Kingdom Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice) are set out
mn the statement of Directors’ responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant lega! and regulatory
requirements and International Standards on Auditing (UK and Ireland) This report, including the opmnion, has
been prepared for and only for the Company’s members as a body 1n accordance with Section 235 of the
Compantes Act 1985 and for no other purpose  We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to whom this report 18 shown or into whose hands 1t
may come save where expressly agreed by our prior consent in winting

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared m accordance with the Companies Act 1985 We also report to you whether 1n our opimion the
mformation given in the Directors’ report 1s consistent with the financial statements

In addition we report to you 1f, in our opimon, the Company has not kept proper accounting records, 1f we have
not recerved all the information and explanations we requure for our audit, or 1f information specified by law
regarcing Directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ report and consider the immplications for our report 1f we become aware of any apparent
misstatements withmn 1t

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) by the

Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures 1n the financial statements [t also includes an assessment of the significant estimates and
judgements made by the Directors 1n the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Company’s circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sefficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other wrregularity or error In
formumng our opinton we also evaluated the overall adequacy of the presentaon of information m the financial
slatements
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Opirion
In our opmion

o the financial statements give a true and fair view, in accordance with Umited Kingdom Generally
Accepted Accounting Practice, of the state of the Company’s affairs as at 30 June 2007 and of us profit
for the year then ended,

¢ the financial statements have been properly prepared in accordance with the Companies Act 1985, and
the information given 1n the Directors’ report 1s consistent with the financial statements

il ey 0

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Newcastle upon Tyne

25 Apnil 2008
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Profit and loss account for the year ended 30 June 2007

Note 2007  As restated*

2006

£000 £°000

Turnover 2 387,508 369,500
Cost of sales (346,988) (341,382)
Gross profit 40,520 28,127
Admmstrative expenses (10,961) (10,328)
Operating profit 29,559 17,799
Interest recetvable and similar income 6 623 98
Interest payable and similar charges 7 (22,025) (15,861)
Protit on ordinary activities before taxation 3 8,157 2,036
Taxation on profit on ordinary activities 8 2.517 (1,247}
Profit for the financial year 5,640 789

* The results for the year ended 30 June 2006 have been restated as explamed in note 1
All acuwittes of the Company are continuing

There are no material differences between the profit on ordmary activities before taxation and the profit for the
year stated above and their hustorical cost equivalent
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Statement of total recognised gains and losses for the year ended 30

June 2007

2007  Asrestated*

2006

£000 £7000

Profit for the financial year 5,640 789
Total recognised gains and losses relating to the year 5,640 789
Prior year adjustment (note 1) (1,698) -
Total recognised gains and losses since last annual report 3,942 789

* The results for the year ended 30 June 2006 have been restated as explamed n note |
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Balance sheet as at 30 June 2007

Note 2007  As restated*
2006
£°000 £000
Fixed assets
Tangible assets 10 918 666
Investments 11 2,001 2,001
2,919 2,667
Current assets
Stocks 12 568,011 541,199
Debtors amounts fallmg due wathin one year 13 20,593 8,668
Debtors amounts falling due after more than one year 13 6,283 6,356
Cash at bank and 1n hand 16,524 32,945
611,411 589,168
Creditors: amounts falling due within one year 14 (562,051) (547,031)
Net current assets 49,360 42,137
Total assets less current liabilities 52,279 44,804
Creditors: amounts falling due after more than one year 15 (10,594} (2,957)
Net assets 41,685 41,847
Capital and reserves
Calted up share capital 17 - -
Share based payments reserve 18 1,617 1,343
Profit and loss account 19 40,068 40,504
Total shareholders’ funds 20 41,685 41,847

* The results for the year ended 30 June 2006 have been restated as explained m note 1

The accounts on pages 10 to 32 were approved by the Board of Directors on 23 Apnil 2008 and signed on 1ts

vy

M A Pain
Director




KingsOak Homes Limited

Statement of accounting policies

These financial statements are prepared on the going concern basis, under the historical cost convention and in
accordance with the Companies Act 1985 and apphcable accounting standards in the United Kingdom The
principal accounting policies, which have been applied consistently throughout the year with the exception of
the changes 1n accounting policy caused by the adoption of new accounting standards, are set out below

Changes 1n accounting pohcy
Where relevant, the requirements of all new accounting standards and pronouncements, whose implementation

dates were during the year, have been adopted

Share-based payments
The Company adopted FRS2( ‘Share-based Payment’ during the year Equity-settled share-based payments are

measured at fair value at the date of grant The fair value 13 expensed in the income statement on a straight line
basis over the vesting peniod, based on the Group’s estimate of shares that will eventually vest

Accounting for trade creditors on extended terms
During the year the Company changed 1ts accounting policy on accounting for trade creditors on extended

terms Trade creditors on extended terms are discounted at the date of acquisition of the asset to which they
relate The discount to nomunal value 15 amortised over the period of the credit term and charged to interest
costs The Directors have adopted this new policy as they believe 1t 1s more appropriate and so that the
treatrent 1s consistent throughout the Barratt Developments PLC Group

The umpact of these changes 1n accounting policy 1s detailed i note 1

Group accounts
The financial statements contam information about KingsOak Homes Limited as an individual Company and

do not contain consolidated financial mformation as the parent of a group The Company 1s exempt under
Section 228 of the Companies Act 1985 from the requirements to prepare consolhidated financial statements as
it and 1ts subsidiary undertakings are included by full consolidation 1n the consolidated financial statements of
Barratt Developments PLC, a company registered in England

Cash flow statement
The Company 1s a wholly owned subsidiary of Barratt Developments PLC and the cash flows of the Company

are mncluded in the consolidated cash flow statement of Barratt Developments PLC Consequently, the
Company 1s exempt under the terms of Financial Reporting Standard No 1 (revised 1996) from publishing a
cash flow statement

Turnover
Turnover 1s recognised at legal completion 1n respect of the total proceeds of building and development and an

appropnate proportion of revenue from construction contracts by reference to the stage of completion of
contract activity The sale proceeds of part exchange houses are not included 1n revenue

Turnover 1s only recognised on a construction contract where the outcome can be estimated reliably Revenue
and costs are recognised by reference to the stage of completion of contract activity at the balance sheet date
This 15 normally measured by surveys of work performed to date Contracts are only treated as construction
contracts when they have been specifically negotiated for the construction of a development or property
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Tangible fixed assets and depreciation
Tangible fixed assets are valued at cost less accumulated depreciation Cost includes the onginal purchase

price of the asset and the costs attributable to bringing the asset to its working condition for 1ts intended use
Depreciation 1s charged on a straight line basis over the expected usefal life, and 1s based upon the cost of the
asset to the Company, as follows

Freehold property 25 years

Short leasehold property Over the term of the lease
Plant and machinery 1 to 7 years

Investments

Investments are valued at cost less provision for any impairment in value

Properties held for sale
Properties held for sale, comprising properties previously held for investment, are stated at lower of cost and

net realisable value

Stocks
Stocks and work in progress, excluding long term contract work 1 progress, are valued at the lower of cost and

net reahisable value Costs comprise direct materials, direct labour costs and those overheads, which have been
incurred m bringing the inventories to their present location and condiion Where necessary, provision 1s made
for obsolete, slow moving and defective stocks

Land held for development, including land n the course of development, 1s initially recorded at fair value
Where, through deferred purchase credit terms, the farr value differs from the amount that wili ulumately be
paid 1n settling the habulity, this difference 1s charged as a finance cost in the income statement over the period
of settlement Due to the scale of the Company’s developments, the Company has to allocate site-wide
development costs between units built in the current year and 1n future years It also has to estimate costs to
complete on such developments In making these assessments there 15 a degree of inherent uncertamnty The
Company has developed mternal controls to assess and review carrying values and appropnateness of
estimates made

Profit on contracting 1s taken on short term contracts when completed, and for long term contracts attributable
profit 1s taken when the final outcome can be foreseen with reasonable certainty, provision 1s made for any
anticipated losses Amounts by which turnover in respect of long term contracts exceed payments on account
are held in debtors as amounts recoverable on contracts Amounts received 1n respect of long term contracts, in
excess of amounts reflected in turnover, are held in creditors as payments on account

Operanng leases
Operating lease rentals are charged to the profit and loss account i equal instalments over the hife of the lease
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Deferred taxation
Deferred tax 1s recognised in respect of all tming d:fferences that have originated but not reversed at the

balance sheet date where transactions or events that result 1n an obligation to pay more tax in the future or a
right to pay less tax 1n the future have occurred at the balance sheet date

A net deferred tax asset 15 regarded as recoverable and therefore recogmised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there wall be suitable taxable profits from
which the future reversal of the underlying ttiming differences can be deducted

Deferred tax 15 measured at the average tax rates that are expected to apply 1n the periods i which the tmmg
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by
the balance sheet date Deferred tax 1s measured on an undiscounted basis

Pension costs
Barratt Developments PLC operates a defined benefit and defined contribution scheme, which cover employees

of the Company

Contributions made to the defined benefit scheme are based on the cost of providing pensions across all
participating Group companies As the Company 1s unable to identify 1ts share of the assets and liabilities of
the Group scheme, 1t accounts for contributions as 1f they were to a defined contribution pension scheme
Contributions are charged to the profit and loss account in the year to which they relate

Contrabutions payable under the defined contribution scheme are charged to the profit and loss account as they
arise

Financial instruments
Financial assets and financial habilities are recognised on the Company’s balance sheet when the Company

becomes a party to the contractual provisions of the mstrument

Trade debtors
Trade debtors do not carry any interest and are stated at their nominal value as reduced by appropriate

allowances for estimated urecoverable amounts

Trade debtors on extended terms are recorded at their fair value at the date of the wansaction The discount to
nomnal value 1s amortised over the period of the credit term and credited to interest costs

Trade credutors
Trade creditors on normal terms are not interest beaning and are stated at theirr nominal value

Trade creditors on extended terms are recorded at their fair value at the date of acquisition of the asset to which
they relate The discount to nominal value 15 amortised over the period of the credit term and charged to
mierest costs
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Notes to the financial statements for the year ended 30 June 2007

1  Changes in accounting policy

Where relevant, the requurements of all new accounting standards and pronouncements, whose implementation
dates were during the year, have been adopted

Share-based payments
The Company adopted FRS20 ‘Share-based Payment’ during the year, which requires that the company

recognise a charge for share options granted on or after 7 November 2002 The resultant charge to operating
profit for the year ended 30 June 2007 1n respect of share-based payments was £302,000 (2006 £669,000),
mcluding £28,000 (2006 £15,000) m respect of the Company’s expected liability for National Insurance on
unapproved options

An estimate of the tax base of share options at the end of the period 15 determined by reference to the market
value of the related share and exercise price of the option at the reporting date multiphied by the vesting period
that has lapsed The deductible temporary difference results in the recognition of a deferred tax asset The
deferred tax asset at 30 June 2007 was £484,000 (2006 £428,000)

The effects of this change m policy are summarised below

Year ended  Year ended

30 June 30 June
2007 2006
£000 £000
Profit and loss account
Increase in admimistrative expenses (302) (669)
Decrease mn profit before tax (302) {669)
Decrease n tax 56 200
Decrease m profit for the year (246) (469)
Balance sheet
Deferred tax asset (note 16) 484 428
Accruals and deferred income a1n (89)
Net current assets 367 339

Net assets 367 339
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1  Changes in accounting policy (continued)

30 June 30 June

2007 2006

£000 £7000

Shareholders funds

Profit and loss reserve opening balance (note 19) (1,004) (535)
Profit and loss reserve movements n the period (246) (469)
Profit and loss reserve closing balance (1,250) (1,004}
Share-based payment reserve opening balance 1,343 689
Share-based payment reserve movements in the period (note 18) 274 654
Share-based payment reserve closing balance (note 18) 1,617 1,343
Total shareholders’ funds 367 339

Accounting for trade creditors on extended terms

During the year the Company changed its accounting policy on accountng for trade creditors on extended
terms Trade creditors on extended terms are discounted at the date of acquisition of the asset to which they

relate The discount to nominal value 1s amortised over the period of the credit term and charged to interest
costs The impact of the change in accounting policy 1n the year was to merease cost of sales by £592,000
{2006 reduction of £675,000) and increase nterest costs by £2,931,000 (2006 £1,791,000) The Directors
have changed policy as they believe it 1s more appropriate and so that the treatment 1s consistent throughout the

Barratt Developments PLC Group

The effects of this change in policy are summarised below

Year ended  Year ended

30 June 30 June

2007 2006

£°000 £°000

Profit and loss account

(Increase)/decrease in cost of sales (592) 675
Increase m interest payable (2,931) (1,791)
Decrease in profit before tax (3,523) (1,1186)

Decrease n tax 1,057 335
Decrease n profit for the year {2,466) (781)
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1 Changes in accounting policy (continued)

30 June 30 June
2007 2006
£000 £000
Balance sheet
Stocks (6,216) (4,196)
Deferred tax asset (note 16) - 296
Corporation tax creditor 1,353 -
Net current assets (4,863) (3,900)
Creditors amounts falling due after more than one year 1,703 3,206
Net assets (3,160) (694)
Shareholders funds
Profit and loss reserve opening balance {note 19) (694) 87
Profit and loss reserve movements in the period (2,466) (781)
Profit and loss reserve closing balance (3,160) (694)
Total shareholders’ funds (3,160) (694)

2 Turnover

All of the activities of the Company related to that of its principal activity  The activities took place solely in

the United Kingdom

3  Profit on ordinary activities before taxation

2007 2006
£°000 £7000

Profit on ordinary activities before taxation is stated after charging:
Depreciation of tangible owned fixed assets 232 227
Operating lease charges — plant and machmery 1,274 1,234
Operating lease charges - other 325 509

Auditors’ remuneration for audit services of £16,000 (2006 £48,000) was borne by another group company
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4 Directors’ emoluments

Mr M § Clare and Mr M A Pain are also Directors of the holding company, Barratt Developments PLC and Mr
D A Pretty was a Director of Barratt Developments PLC untit his resignation on 15 January 2007 Therr

remuneration in respect of services as Directors to the Group 15 disclosed in the annual report of Barratt
Developments PLC Mr K Handford and Mr A Wilson are or were also Directors of BDW Trading Limited
{formerly Barratt Homes Limited), and their remuneration was bourne by and disclosed 1n the annual report of
that company Mr A McCarnick was also employed by Barratt Developments PLC and his remuneration was

borne by that company

The emoluments of the remaming Directors are as follows

Yearended Year ended

30 June 30 June

2007 2006

Directors” emoluments 727,130 1,314,731

The emoluments, excluding pension contributions, of the highest paid Director were £727,130 (2006

£920,135)

The total pension benefit accrued to the highest paid Director at the end of the year was £248,036 (2006

£276,378)

5  Employee information

The average monthly number of persons {(including executive Directors) employed during the year was

2007 2006
By activity Number Number
Building and development 564 684
2007  Asrestated*
2006
£°000 £'000

Staff costs (for the above persons):
Wages and salaries 19,539 21,929
Share option costs 274 654
Social security costs 2,042 2,337
Other pension costs (note 22) 745 977
22,600 25,897

* The results for the year ended 30 June 2006 have been restated as explained 1n note 1
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6 Interest receivable and similar income

2007 2006
£000 £'000
Interest recervable from group undertakings 566 77
Bank mterest recervable 4 2
Other interest recervable 53 19
623 98
7  Interest payable and similar charges
2007  As restated*
2006
£°000 £°000
Interest payable on bank loans and overdrafis 27 330
Interest payable on loan from ultimate parent company 18,817 13,740
Imputed mterest on deferred term land payables 2,931 1,791
22,025 15,861
* The results for the year ended 30 June 2006 have been restated as explaned mn note 1
8 Taxation on profit on ordinary activities
(a) Analysis of charge in the year
2007  Asrestated*
2006
£000 £7000
Current tax
UK corporation tax on profits of the year 2,252 921
Adjustment 1n respect of prior years - 711
Total cusrent tax 2,252 1,638
Deferred tax
Ongmation and reversal of hming differences 227 (391)
Change mn corporation tax rate from 30% 1o 28% 38 -
Total deferred tax (note 16) 265 (3%1)
Tax on profit on ordinary activities 2,517 1,247

* The results for the year ended 30 June 2006 have been restated as explained n note |
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8 Taxation on profit on ordinary activities (continued)

(b)  Factors affecting the tax charge for the year

The tax assessed for the year differs to the standard rate of corporation tax in the UK The differences are
explamed below

2007 As restated*

2006

£'000 £°000
Profit on ordinary activities before tax 8,157 2,036
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 30% (2006 30%) 2,447 611
Effects of
Expenses not deductible for tax purposes 101 90
Accelerated capital allowances and other tummng differences (236) 335
Employee share scheme relief - (240)
Adjustment in respect of prior years - 717
Contaminated land relief (60) (75)
Current tax charge for the year 2,252 1,638

* The results for the year ended 30 June 2006 have been restated as explained in note 1
(c) Factors that may affect future tax charge

The impact of the change 1n corporation tax rate from 30% to 28% has been to increase the deferred tax charge
m the year and other than that there are no factors that are expected to affect future tax charges matenally

9 Dividends

2007 2006

£°000 £°000

2006 final dividend paid of £1,863,500 (2005 £2,804,500) per share 3,727 5,609
2007 ntenim dividend paid of £1,174,500 (2006 £1,360,000) per share 2,349 2,720
6,076 8,329

The Directors have proposed a final dividend for the year ended 30 June 2007 of £782,500 per crdinary share
amounting to £1,565,000 This dividend has not been accounted for within the current year financial statements
as 1t had not been approved at the balance sheet date
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10 Tangible assets

Freehold and
leasehold Plant and
property  machinery Total
£000 £'000 £°000
Cost
At 1 July 2006 183 1,410 1,593
Additions 783 422 1,205
Disposals (693) (25) (718)
Intergroup transfers - (48) (48)
At 30 June 2007 273 1,759 2,032
Accumulated depreciation
At 1 July 2006 76 851 927
Charge for the year 25 207 232
Intergroup transfers - (45} (45)
At 30 June 2007 101 1,013 1,114
Net book amount
At 30 June 2007 172 746 918
At 30 June 2006 107 559 666
11 Investments
Total
£000
Cost and net book amount at 30 June 2006 and 30 June 2007 2,001

Name of subsidiary undertakings Descrniption of share

Proportion of nominal value of

shares held
Broad Oak Homes Limited
(Dormant) Ordinary £1 shares 100%
Milton Park Homes plc
(Property Development) Ordmary £1 shares 100%

The companies are registered and operate i the UK The Directors believe that the carrying value of the
investments 1s supported by their underlying net assets
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12 Stocks
2007  Asrestated®
2006
£'000 £°000
Work n progress 538,238 505,683
Properties held for sale 406 937
Show house complexes and houses awaiting legal completion 29,367 34,579
568,011 541,199
* The results for the year ended 30 June 20106 have been restated as explained in note 1
13 Debtors
2007 Asrestated*
2006
£°000 £°000
Trade debtors 5,717 1,418
Other debtors 14,162 5,848
Prepayments 183 606
Deferred tax (see note 16) 531 796
Debtors falling due within 1 year 20,593 8,668
Secured debtors 6,283 6,356
Debtors falling due after more than 1 year 6,283 6,356
Total Debtors 26,876 15,024

* The results for the year ended 30 June 2006 have been restated as explamned n note |

The secured debtors relate to deferred receivables from the sale of homes whach are repayable upon the earher
of resale or at ten years from inception They are secured by way of a second charge ever the home and no

mnterest 1s payable on them
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14 Creditors: amounts falling due within one year

2007  As restated*

2006

£°000 £°000

Trade creditors including deferred land payments 158,692 179,607
Payments on account 1,467 1,070
Amounts owed to parent and fellow subsidiary undertakings 351,581 332,705
Corporation tax payable 1,580 2,210
Qther taxation and social security payable 1,104 1,174
Other creditors 7,029 5,227
Accruals and deferred mcome 40,598 25,038
562,051 547,031

* The results for the year ended 30 June 2006 have been restated as explained 1 note 1

Creditors include £ml (2006 £11,440,000) secured on assets of the Company Amounts owed to group
undertakings are unsecured and have no fixed date of repayment Interest 1s payable on loans from the parent

undertaking at a market rate

15 Creditors: amounts falling due after more than one year

2007  Asrestated®
2006
£000 £°000
Trade creditors, including deferred land payments 10,594 2,957
*The results for the year ended 30 June 2006 have been restated as explamed in note 1
The matunity of creditors due after more than one year 15 as follows
2007  Asrestated*
2006
£000 £7000
In more than one year but not more than two years 10,594 2,957
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16 Deferred tax asset

The movement in the deferred tax asset 1s as follows

£000
At 1 July 2006 as previously stated 72
Prior year adjustment 724
At 1 July 2006 restated* 796
Charged to the profit and loss account (265)
At 30 June 2007 531

2007 As restated*

2006

£7000 £000
Accelerated capital allowances 2 24
Short term timing differences 529 772
531 796

* The results for the year ended 30 June 2006 have been restated as explained n note 1

The Directors consider that 1t 1s more likely than not that there will be sufficient taxable profits in the future
such as to realise the deferred tax asset, and therefore the asset has been recognised in these financial

statements

17 Called up share capital

2007 2006
£ £
Authorised
100 Ordinary shares of £1 each 100 100
Allotted and fully paid
2 Ordinary shares of £1 each 2 2
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18 Share based payment reserve

£000

Balance at 30 June 2006 as previously reported

Prior year adjustment (note 1)

1,343

Balance at 30 June 2006 as restated*

Movement in the year

1,343
274

Balance at 30 June 2007

1,617

* The results for the year ended 30 June 2006 have been restated as explaned in note 1

19 Profit and loss account

£7000

Balance at 30 June 2006 as previously reported

Prior year adjustment (note 1)

42,202
(1,698)

Balance at 30 June 2006 as restated*

Retained loss for the financial year

40,504
(436)

Balance at 3¢ June 2007

40,068

*The results for the year ended 30 June 2006 have been restated as explamned i note 1

20 Reconciliation of movements in shareholders’ funds

2007 2006
As restated*

£°000 £°000

Opening shareholders’ funds as previousty reported

Prior year adjustment {note 1)

42,202 48,492
(355) 241

Opening shareholders’ funds as restated*

Profit for the financial year

Dividends paid

Movement 1n share based payments reserve

41,847 48,733
5,640 789
(6,076) (8,329)

274 654

Closing shareholders’ funds as restated*

41,685 41,847

*The results for the year ended 30 June 2006 have been restated as explained i note 1
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21 Share-based payments
Details of the share option schemes

(a) Executive Share Option Plan

In November 1997, Barratt Developments PLC adopted the current Executive Share Option Plan (the *Plan”)
The grant of share options under this Plan to employees of the Company 1s at the discretion of the Remuneration
Commuttee, taking into account individual performance and the overall performance of the Group Options must
be held for a mimmum of three years from the date of grant before they can be exercised and lapse 1f not
exercised within ten years from the date of grant The exercise of options granted under the Plan 1s subject to the
achievement of an objective performance condition set by the remuneration commuttee namely that the growth
1n the basic earmings per share of Barratt Developments PLC over a period of three consecutive financial years
should exceed the growth in the Retail Price Index by at least 6% for options granted in 1997 and 1998 and by
at least 9% for those options granted mn and since 1999

(b) Employee Share Option Plan

In November 1999, Barratt Developments PL.C adopted an Employee Share Option Plan (the ‘Plan®) The board
approves the grant of share options to Group employees under this Plan which are normally exercisable between
three and ten years from the date of the grant ‘The exercise of the options granted under the Plan are subject to
the achievement of an objective performance condition set by the board of Barratt Developments PLC, namely
that the growth mn the basic earnmgs per share of Barratt Developments PLC over a period of three consecutive
financial years should exceed the growth in the Retail Price Index by at least 9%

Those who have participated 1n the Executive Share Option Plan do not participate m the Employee Share
Option Plan

{c) Long-Term Performance Plan
The Long-Term Performance Plan (the ‘LTTP’) was approved by shareholders of Barratt Developments PL.C at
the Annual General Meeting held in November 2003 to take effect from 1 July 2003

Awards under the LTPP are based on an annual allocation of notional ordinary shares equivalent in value to a
maximum of 200% of basic salary with vesting taking place at the expiry of the three year performance period
of the plan, subject to attainment of the agreed performance targets 50% of the award will vest on attamment
of a performance target based on Basic Earnings Per Share (“EPS”) growth and 50% based on Total
Sharcholder Return (“TSR”} For awards made in 2003 and 2004 a vesting schedule has been established so
that, 1 terms of EPS growth, the full 50% wll vest 1f EPS growth exceeds the Retail Price Index (“RPI”) plus
45% and 10% will vest 1f EPS growth exceeds RPI plus 30% with straight line vesting between these two
ponts  The remamimg 50% wll vest subject to TSR performance measured aganst the constituents of the
FTSE Construction and Buillding Matenals Sector Index Again a vesting schedule has been established so that
the full 50% will vest 1f TSR growth 15 in the upper quartile of the comparative index and 10% vesting 1f TSR
growth 15 at the median of the index, with straight line vesting between the two points

Sharcholders of Barratt Developments PLC approved a change to these performance conditions at the 2005
AGM, and for awards made m 2005 and thereafter the targets are as follows For the EPS element of the target,
the full 50% wilt vest if EPS growth exceeds the RP1 Index plus 18% and 10% wall vest 1f EPS growth exceeds
the RPI plus 9%, for performance in between the award will vest on a straightlmme basis

For the TSR portion of the award a peer group will be formed compnising listed housebuilders A vesting
schedule will be drawn up by taking an average of the two highest and two lowest TSR figures for such
companies over the performance period and creating a mud-point and an upper quartile from those two figures
The full 50% wll vest 1f Barratt Development PL.C’s TSR 1s withmn the upper quartile and 10% wnll vest at the
mid-pomnt mark, for performance n between, the award will vest on a straightline basis
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21 Share based payments (continued)

Qutstanding options

At 30 June 2007 the following options 1ssued in accordance with the rules of the Executive Share Option Plan,
the Employee Share Option Plan and the Long-Term Performance Plan were outstanding

Option

price 2007 2006
Date of grant pence Number Number Not exercisable after
Executive Share OQption Plan
1 November 2001 330 13,000 13,000 31 October 2011
22 October 2002 435 46,000 114,000 21 October 2012
10 October 2003 545 75,000 315,000 9 October 2013
8 October 2004 543 219,000 263,000 7 October 2014
Total Executive Share Option Plan options 353,000 705,000
Employee Share Option Plan
29 March 2001 315 2,500 2,500 28 March 2011
25 Apnil 2002 470 6,500 8,000 24 Apnil 2012
14 May 2004 590 38,500 106,500 13 May 2014
Total Employee Share Option Plan options 47,500 117,000
Total share options 400,500 822,000
Long-Term Performance Plan
27 November 2003 - - 46,863 -
8 October 2004 - 74,300 74,300 -
18 November 2003 - 133,792 133,792 -
16 November 2006 - 57,743 - -
Total Long-Term Performance Plan 265,835 254,955
Total share options and Long-Term
Performance Plan 666,335 1,076,955
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21 Share based payments (continued)

The number and weighted average exercise prices of the Executive Share Option Plan were as follows

Weighted average Weighted average

exercise price Number exercise price Number

in pence  of options In pence of options

2007 2007 2006 2006

Outstanding at 1 July 523 705,000 488 1,013,000
Forfeited duning the year 543 (31,000) 543 (54,000)
Exercised during the year 521 (321,000) 379 {254,000)
Outstanding at 30 June 522 353,000 523 705,000
Exercisable at 30 June 486 134,000 424 127,000

The number and weighted average exercise prices of the Employee Share Option Plan were as follows

Weighted average Weighted average

exercise price Number exercise price Number

in pence of options n pence of options

2007 2007 2006 2006

Qutstanding at 1 July 576 117,000 571 167,500
‘ Forfeited dunng the year 590 (14,750) 590 (37,000)
! Exercised during the year 567 (61,750) 469 (13,500)

i Transferred from other group

companies 414 7.000 - =

Outstanding at 30 June 559 47.500 576 117,000

Exercisable at 30 June 559 47,500 576 117,000

The number and weighted average exercise prices of the Long-Term Performance Plan were as follows

Weighted average Weighted average
exercise price Number exercise price Number
inpence  of options In pence of options
2007 2007 2006 2006
Outstanding at | July - 254,955 - 121,163
Forfeited duning the year - (23,432) - R
Exercised during the year - (23,431) - -
Granted during the year - 57,743 - 133,792
: QOutstanding at 30 June - 265,835 - 254,955

Exercisable at 30 June - - - -

The weighted average share price, at the date of exercise, of share options exercised during the year was 1,087p
(2006 859p) The weighted average hfe for outstanding share options at the end of the year was 4 5 years
(2006 6 1 years)
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21 Share based payments (continued)

Long-Term Performance Plan

The weighted average fair value of the options granted duning 2007 was 788p (2006 609p) per award The

awards have been valued using a present-economic value model for the EPS element of the scheme and a Monte

Carlo model for the TSR element of the scheme

The weighted average mnputs to the present-economic value model were as follows

2007 2006

Grants Grants

Average share price 1,095p 856p
Average exercise price - -
Expected volatility 25 0% 250%
Expected life 2.6 years 2 6 years
Rugk free interest rate - -
Expected dividends 3.0% 35%

The weighted average mputs to the Monte Carlo model were as follows

2007 2006

Grants Grants

Average share price 1,095p 856p
Average exercise price - -
Expected volatihty 25.0% 25 0%
Expected life 2 6 years 2 6 years
Rusk free interest rate - -
Expected dividends 3.0% 3 5%

Expected volatility was determmed by reference to the historical volatlity of the Group’s share price over a

period consistent with the expected Life of the options The expected life used 1 the model has been adjusted

based on the Directors’ best estimate, for the effects of non-transferability, exercise restrictions and behavioural

considerations

Total expense

The Company recognised an expense of £302,000 (2006 £669,000) n respect of equity-settled share-based

payment transactions for the year ended 30 June 2007 At 30 June 2007, an accrual of £117,000 (2006 £89,000)

was recognised n respect of National Insurance liabilities on share-based payments
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22 Pension obligations

The Company participates in the Barratt Developments PLC Pension and Life Assurance Scheme which 1s both
a defined benefit and defined contribution scheme It 1s not possible to 1dentify the share of the underlying
assets and liabilities in the scheme relating to individual participating employees  Consequently i accordance
with FRS17, the Company will account for its liability to the fund as 1f 1t were a defined contribution scheme
and the charge to the profit and loss account 1n future years will represent the actual contrsbution paid by the
Company

Details of the scheme are included 1n the disclosure m the financial statements of the parent company, Barratt
Developments PLC The latest actuarial valuation of the scheme, performed by a third party on 30 November
2004 and updated at 30 June 2007 shows a deficit before deferred taxation of £78 3m The valuation of deficit at
a Group level on an FRS 17 basis ts not performed and, therefore, the deficit calculated in accordance with IAS
19 has been disclosed

The pension cost charge for the year was £405,000 (2006 £636,000) mn relation to the defined benefit final
salary section and £340,000 (2006 £341,000) mn relation to the defined contribution section

23  Financial commitments

At 30 June 2007 the Company had annual commitments under non-cancellable operating leases as follows

2007 2006

Land and Land and
buildings Other buildings Other
£°000 £000 £7000 £°000

Leases which expire:

Within one vear 240 65 70 238
Between two and five years mclusive - 273 81 804
In five years or more 95 - 33 -
335 338 184 1,042

24 Related party transactions

The Company has taken advantage of the exemption allowed by Financial Reporting Standard Number 8
‘Related party disclosures’ not to disclose details of transactions with Barratt Group companies
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25 Ultimate parent company and controlling party

The ultimate parent undertaking and controlling party 1s Barratt Developments PLC, a company incorporated 1n
England Barratt Developments PLC is the undertaking of the largest and smallest group of undertakings to
consolidate these financial statements at 30 June 2007 The consolidated financial statements of Barratt
Developments PLC are available from Barratt House, Cartwnight Way, Forest Business Park, Bardon Hill,
Coalwilie, Leicestershire, LE67 1UF
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