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Introduction

Persimmon is one of the leading UK housebuilders.

We sold 9,360 new homes from our 24 regional

offices in 2011.

Despite economic uncertainty the UK new
homes market remains resilient, underpinned
by restricted supply and underlying demand
from an increasing population.

We are debt free with a strong balance sheet and
improving margins and remain confident of our
prospects in the UK housing market.

Financial highlights:

£1.54bn -2%

Ravenue (20t0- £1 57bn)

£148.1m* +55%

Profit befode tax {2010 £85.5m)

£119.4m -47%

Free cash flow {2010 £225 6m}

10.0p +33%

Divdend (2010 7 5p)

10.0%* +22%

Operzting margn {2010 8 2%

“Stated before exceptona? credits of £13.3m £2070: ©B0.2m
credit) and goodwill imparment of £4.4m (2010 £4 6m)

Read more about o KF1s on pages 18 ta 17

Operational highhights:

9,360 -0.25%

Homes soid {2010 9,384)

£166,142** 2%

Average sefing pnoe {2010 £169,3397)

390 +3%

Average sits numbers (2010 380)

£615.0m +8.8%

Forward sales {2010 £565 1m}

63,335 plots +7.6%

Lanchank (2010 58,852 pots)

Stated before fax vahue charge of £20 1m 2010 £19.6m)

on shared equsty sales

See Operabonal Performance Revew on page 18
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Chairman’s Statement

I am pleased to announce the conclusion of
a strategic review which will see Persimmon
return £1.9 billion to shareholders over the
next 9% years.

IMAGE REMOVED

Nicholas Whgley

Charrman
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Chairman’s Statement continued

The strategy we have consistently pursued
over the last four years has agam resulted ina
signficant improvement in Persimmon’s results
for the year ended 31 December 2011 Underying
profit before tax has increased by ¢ 55% and we
now hold £41 mullion of cash balances, having
generated £119 mallron of free cash flow over
theyear We have continued to invest in high
quality land wath our higher margn strategc
land holdings contnbuting an increased share
of our replacement land requirements Whilst
we expect the UK housing market to remain
challenging, with the constrained supply of
mortgage credit continung, the Group1sina
strong positzon to deliver further improvernents
n returns for shareholders We are therefore
pleased to announce along term capital return
of £1 9 ulhon to shareholders over the next

mne and a half years

Strategy and capital return

Our stated strategy has been to delver improving
operating margins, invest 1n high quality land,
mcrease profitabriny and generate surplus cash

to pay down debt. Ths strategy has proved very
successful on all of these measures.

The Board has conducted a detaled strategy
review that seeks to take full advantage of
Persimmon’s excellent prospects, while
mantainng the Group's caprtal disaipline.
Implementation of this strategy will support
the development of the Group into a stronger,
larger business over the next decade, whule
also maximising the return on caputal
employed and providing greater certainty

of returns to shareholders.

Thus review has been conducted against the
current market backdrop and 1s based onan
assumption that, whalst the situation appears

to be improving, the industry may remain
constrained by the availability of mortgage credat

The conclusion of this review s that 1t1s
tmportant for the Company to maintain its
record of controlled, profitable growth whilst
recognising the tuming of the development
cycle The Group will continue to focus on
increasing margens, profitability and free
cash flow, while ensuring that the land
replacement needs of the business remain
aprionty In addition, having reviewed the
caputal structure of the business, the Board
has decided to commut to return surplus capital
to shareholders, whilst maintaining a largely
ungeared balance sheet.

Management will continue to balance
improvement 1n margins with opportunities

to grow sales volumes The Group will continue
to invest in its existing natwonwide network of
offices and retain the capacity to support good
growth in sales volumes as market conditions
allow. Sirmilarly, we remain focused on investing
in lugh quality land, the conversion of strategic
land and optumising the landbank. The stronger
cash margins delivered from strategsc land wall
support the long term capital return strategy

The Board has reviewed mechanisms for
delivering surplus capital to shareholders and
has concluded that the excess should be released
to shareholders by way of dividends overa
planned mne and a half year imeframe

The plan to return £1 9 billion (£6 20 per share)
by way of dividentds cornmences 1n 2013 and ends
n 2021. On completion of the Capital Return
PFlan, the Board anticipates that Persmmon

will be achieving a greater level of sales activaty,
enhanced margins, and will possess the same
robust capabibities that 11 holds woday

We believe that the successful execution
of this strategy wall optumise the financial
performance of the business and enhance
value for shareholders
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Chairman'’s Statement continued

Results

Sales revenues for the year ended 31 December
2011 were £1 54 billion (2010 £1 57 balhon)
Underlying pre-tax profits, stated before
exceptional items and goodwill charges of
£148 1 mullion, were 55% ahead of £95 5 milhion
achieved in the prior year Group profitablity
tmproved further in the second half of the year,
with underlying operating marguns of 10 8%
compared with 9 0% in the first half Full year
underlying operating profits of £153 0 mullion
were 19% ahead of the prior year (2010

£128 7 mullion), representing a full year
operating margin of 10 0% (2010 8 2%)

Our focus on optmising planming consents,
maxinusing our selling prices and minimising
our development costs delivered further
underlying gross margin gains which we
antictpate will continue.

Legal completions for the year were 9,360
(2010 9,384) at an average selling price of
£166,142 (2010 £169,339) stated before the
fair value charge on our shared equuty sales

Net finance costs for the year were £4 9 mullion,
£28 3 million lower than the prior year,
reflecting lower average borrowings and strong
cash generation Our discipline controlling
work 1n progress and overhead costs has
supported the delivery of £163 million of cash
from operations, whlst contimung to invest

in our landbank. We expect to see further

umprovement in our return on capital employed

of 8 3% for 2011 (2010 6 9%) as we deliver our
strategyn 2012

The Group now owns and controls ¢ 63,300
plots of land which represents over sixand

a half years of supply Persimmon has a well
established record of dehvering significant
value through working with local planming
authorities, landowners and local communities
over the long term to achieve residential
planning consents on high quahty strategic
land This continued 1n 2011 with ¢ 50% of
the ¢.14,300 plots of land acquired through the
year being converted from the c 16,500 acres
of strategic land that the Group either owns

or has the option to purchase

Dividends

The Board has considered the underlying
profitablity and cash generation for the past
year, together with current trading and outlook
and has decided to recommend an increased
final dividend of 6 O pence per share (2010

4 5 pence) This final dividend will be paid on
15 June 2012 to sharcholders on the Register
on 11 May 2012. The resulting total dividend
for the year of 10 0 pence wll be 33% higher
than last year (2010~ 7 5 pence) and will be
covered 3 7x by underlying earmings per share
The directors will again be offering a dwvidend
reinvestment plan ('DRIP’) and the latest
election date for the DRIP 1s 23 May 2012

The payment of future dividends 1s incorporated
tn the Captal Return Plan

Persimmon’s successful strategy of improving
operating margins, investing in high quality
land and generating surplus cash to pay down
debt proved highly effective.
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Chairman’s Statement continued

We have made a strong start to the year
with forward sales up by 9% to £927 million.

Outlook

With the return of the traditional seasonahty
to the housing market in 2011, we achieved
improved sales rates through the autumn,
resulting in a healthy forward order book at the
end of the year The £615 mullion of forward
sales carried into 2012 was 9% higher than

for the previous year and places us in a strong
posation for the first half of 2012

The encouraging unproverment 1n visitor levels
and reservations noted first 1n the Autumn

of 2011 has so far continued into 2012 Our
weekly private sales rate per site 15 ¢ 22% ahead
of the prior year over the first erght weeks of
2012 We currently have total forward sales of

¢ £927 4 million (2010 £848 1 mullion) for 2012,
including legal completions taken so far this
year which 15 9% up on the previous year Prices
remain stable and we have seen some further
umprovement tn gross margins for reservations
taken 1n early 2012

Board

David Thompson, Persimmon’s Senior
Independent Director, will stand down from
the Board at the conclusion of our forthcoming
AGM 1n April David joined Perstmmon in
1999 as a non-executrve Director and has
served the Board and its Commuttees with
great disinction and dedication and hasbeen
a tremendous asset to the Company for aver

12 years

As previously announced, I am pleased

to report that Mark Preston was appointed

as non-executive Director with effect from

9 January 2012 Mark (44), a chartered surveyor,
15 the Group Chief Executive of Grosvenor
Group Limited, an appointment he took up

n 2008 Mark brings valuable expenence and
expertise to the Board to complement the
existing team

In additon, again as previously announced,
with effect from 9 January 2012 Jeff
Fairburn (45), was promoted to Group
Managing Director with responsibility

for Group operational functions and
management of the Group’s strategic land
portfolto Jeff joied Perssmmon 1n 1989
and was appointed to the Board on 1 June
2009 He will continue as North Diviston
Chief Executive

2011 has been another year of sigmficant
achievement for Persimmon This success ts
the result of the hard work, dedication and
loyalty of all our staff On behalf of the Board

I would like to congratulate our management
and employees for all thewr efforts and I look
forward to their future success in the execution
of our new strategy

Nicholas Wrigley
Chairman

27 February 2012
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Our Business

The Persimmon Group is a national
housebuilder, building a wide range of
new homes across the UK using four brands.

—
Persimmon Homes

Charles Church

IMAGE REMOVED

IMAGE REMOVED

Archers Gate Amesbury Wittshira

;;(,mmm to Group revenus
] [ nesm
5,643
GRAPHIC Lt sold
REMOVED 43,305

Stated belors far value chargs of £16.5m on shared equity sales

Persmmon Homes 1s our biggest brand We have

24 regronal Persirmmon oftices from Exeter to Edinburgh,
building quality homes which provide the very best in
design and construction The wide range of property types
includes three, four and five bed detached properues,

two and three bed town houses, semu-detached houses,
bungalows and apartments

Read more about Perssmemon Homes on page 19

Pembroke Gate, Shattesbury, Dorset

%COnmmrim to Group revenue
LOGO £225,251
REMOVED Average selng pnce”
1,928
GRAPHIC s zokd
REMOVED 7 691
\Landerk

“Stated befors fax value chamye of £3.6m on sharad ety sales

Charles Church 1s one of the country’s foremost house
building brands with an unnvalled reputation for the
design and quality of the homes 1t builds. Charles Church
provides a range of premuum homes, in both modern and
traditional styles from our 24 regional offices.

Raad more about Ghares Gharch on page 20
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Our Business continued

North Division Offices: York, Loeds,
This davision mchudes 2 ’ 545 Glasgow, Bathgate
operatng busnesses  Units sold MW?SW
o Scottand Narth pon Tyme,
bt 21,375
Yorkshure. >
Landbank GRAPHIC REMOVED
Central Divislon Offices: Lecester,
Our Gertra) Division 31346 Studley, Noﬁr‘nptm
Und :
Bemenghacn. Shes st e e National presence
mogssemegons. 16,340 Lowsstoft " through a hetwork of
Landbank 24 regional offices.
South Division Otficas. Waybndge,
This drasion ncludes 3 )469 Fereham,
::é S\'%rg?n Westem  Urits soid E::E‘ Uantnsart,
regions  Camberiay,
Cardtt, Burangham
and Spaced 25,620 (8paced)
Landbank
Westbury Partnerships Space4
IMAGE REMOVED IMAGE REMOVED

Partnerstupn housing for Wateroo Housng Assocation at Olton, Sofinul,
West Midlands

|
1,789
GRAPHIC ot s
REMOVED 12,339

Westbury Partnerships housing sales to Housing
Associations from our regional office network accounted
for 19% of our new homes sales 1n 2011

Read more albonst Wesibary Pastivesshyps on page 21

Spaced office and production facities at Castis Brorwich, Brmmgham

LOGO
REMOVED

+19% 3,252

Production output ncrease n 2013 Homes built with Spaced
tmver frames

Space4 operates the largest automated tumber frame
manufactunng plant in the UK Patented foam insulatton
myection moulded timber frames were used 1n 34% of
the homes we built 1n 2011, achieving excellent energy
comphliance under the Code for Sustainable Homes

Ruad more abuau Spaces on page 22
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How We Create Value

Our knowledge of the UK housing market and simple
business model allow us to build quality homes for our
customers, while ensuring long term financial stability
and returns for our shareholders.

GRAPHIC
REMOVED
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Our Strategic Priorities

Our objective is to deliver our Capital Return Plan to shareholders

by building a range of sustainable homes across the UK and
selling to both the private market and housing associations.

Our strategic priorities are set out below.

Improvm » Contrue o control + Our dwsional structure » We comtnueto review  « We haveavery strong  » Wa mamitamn efficient
g deveicpmant costs 13 destgnad o utise Our oA DUSTIesS processes ard diverse supply operatons by uthlisig
. local markst expertisa. o controt costs and chan and we ensure stendardised materials
marglns Re-plan axstng sies Cur busness requires rebuild our operating we are not dependent avalabla from a
»Acquisiion of new land  in depth knowledge of margm Wa have on a single supplier or varisty of sources
at attractve pnces local markets n order io dual branded our subcontractor for the and supphers, therchy
» Corversion of sirategc age subcontractors,  reguonal housshudding canstruction of our lowenng our budd
tand at enhanced plan stes n accordance operatons with both new homes, cests. We contrue
s with local demand, Persirmmon Homes to re-plan our existmg
marg anticipate customer ang Charles Church Sites to Mmaarmse sales
» Maxirruse sale pnces taste and to assess the  brands to capture best opportunities,
reguiatry emroniment.  workng practices and
See Profit measures sconorries of scale.
onpage 18
Selective + Increased southem + We raduce our » Wa acquire new sites + We will acquie new « We will unciertake
exposune axposura fo local n locations whera our lana at attractve prces selectve naw sita
3 N roarket volatity by marke! expenence from the promction of starts closely controling
new SIFE Morg tradionat st mantanng operatons  confirms good levels our strategic langbank our workng capital
achISltlonS layouts across markats of customer demand and selectively acqure  expenditure to ensure
» Appropnate product throughout the UK for new homea. land that wall delnver that we have the right
mo fo enhiance our sales enhanced margns n procuct availabiity
potantal tha future. n the aght locations
acress the U
Sea Landbark
on page 17
Bl.llld » Improve tha energy » b order 1o meet + Spaced’s rew » Spaced will contmus to
. efficoncy ol our homes  ncreasing sustanabfity  Eco-housing range wQrk closely wath, our
susta;nab]e and reduce running requirernents for our will reduce costs and soc:al housing dvision,
homes costs na:ruved o nal Z?r m:f e %shl'n;y atfordante,
1e7Y Operat iciency of ourhomes. 1o suppl
' gfsgornnmnr:etgmds afficiency we wil The strategy of usng sustanabie, energy
suppoft site chon contirnue to rvest In modem methods efficient new homes
rates and produ our closed panel tmber  of construchon will o the public sector
any pat o“ﬁ wl nea frame marwfactunng contnue 1o support sife  housing market,
p es facility at Spaced production rates and
- ortag overcome arty potential
Soa Waste ot per « Invest n Spaces lzbour shortages.
home scki on page 17
Contlnue to » Appropnate capital » The housing markat » Our cument landbank + We gonsuder that a » The planned
f h structure contnues to be represents over s landbank equivalent optmisaton of our
. constraned by thelack  years supply Our of c. five years supply landbank will taie
ocus 01:1 cas Capeal disciplne of morntgage avalability strategy 'S o contrue woukd afgn our account of the new
generatlon » Delver retlums to which affects housing 1o optmuse the scald of  landbank with expectad  Nanonal Planaung Policy
shareholders demand throughout the  our landbanik to a size future customer Framework and will
. country Our strategy that supports the level demand for our homes.  improve our retum on
Reduce Nance costs oy -oen generation, of trading achievabla capital employed.
» Good flaxibility will coranue 1o withury the current
mantamn Equidity and markat
an appropnate capital
structure for our
See Cash and cash flow batanca sheat
meas.res on page 17
Health » Continued management » The health and safety  » Our Board sets » We work closely
d Saf tranng of our employees, abjectves and ga!;u the Health afa\d;d
e subcontractors, targets and our ety Executve
an CtY saf cfﬂttgrlampm customers and visiors health and safety the Home Buiders
ety 0 our SLES rermans a depariment oversees Federation 10 snsure
+ Mamntain a hugh level of kay pnonty for us. implementaton and compiiance with best
comphance with heatth pertorrnance by all our practice and legisiatve
Ses AIDDOAS and safaty standards operatng busnasses. reguIrements.
on page 16
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Chief Executive’s Review

Our strategic priorities continue
to improve the performance and
strength of our business.

IMAGE REMOVED

Mike Farley
Group Chuef Executve
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Chief Executive’s Review continued

£1.9bn

Capitaf Return Plan

620p

Per sharg retum
to shareholders

Our strategy

Persimmon has a long term record of delivering
industry leading returns Since the onset of the
global financial crisis 1n 2007 the Group has
pursued a strategy designed to protect the value
of shareholders’ equuty in the business Thus
strategy of improving operating margins and
targeting profitable growth of the business has
proved very effective in the prevailing market
conditions We have delivered sigmficant cash
inflows through this peniod, resulung in cash
balances of £41 mullion at 31 December 2011
Continued investment in high quality land and
working relentlessly to improve the quality of
the existing land portfolio have been central
elements of thus strategy over the last four years
Over this period we have invested ¢ £1 billion in
acquinng ¢ 32,000 plots of land, ¢ 40% of which
have been successfully pulled through from our
strategic landbank. This conversion of strategic
land 1s a defining feature of the Persimmon
business model and wall, we beheve, provide
excellent returns for the business in the future

From these firm foundations and against a
backdrop of a stable housing market, we are

11t a strong position from which to consider
options for the delivery of value to shareholders
over the long term In performing our analysis
we have paid particular attention to the impact
of the following factors on the Persstmmon
business mode!

a) maintenance of an optimal scale for the
business, which allows land investment
activity to be performed most effectively;

b) the extent of strategic land investment and
conversion required to maximise shareholder
returns over the long term,

¢) discipline over the quantuty of capital
employed within the business through the
development cycle and the capual structure;
and,

d) creation of greater certainty over the value
and uming of returns to shareholders.

The conclusion of the review 1s a long term
plan that capitalises on the strength of the
Perstmmon bustness model to return excess
capital to shareholders while also ensuring
that the business remarns sufficiently
well-capitalised to fund s future grawth

The Board 1s therefore proposing a return of
£1 9 brllion (£6 20 per share) to shareholders
over the next mne and a half years according
to the following timetable

Pence Per Denderds

Share {£m)

30 June 2013 75p 2265
30 June 2015 95p 2869
30 June 2017 110p 3322
30 June 2019 110p 3322
30 June 2020 115p 3473
30 June 2021 115p 3473
6520p 1,8724

In preparing the Caputal Return Plan, full
consideration has been taken of the timing of
the working capttal needs of the business, the
availability of bank facilities and the need to
ensure that appropriate headroom 1s available
to support the Group’s development based on
a zero debt model.

The capatal return programme will provide
shareholders with strategic clarity and regular
defined returns over the long term, whale
ensuring Persimmon can maintain its track
record of controlled, profitable growth

Peorsimmon Pl
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Chief Executive’s Review continued

GRAPHIC REMOVED

£615.0m The UK housing market

: and trading
;‘mx:;&” During 2011 our focus on both improving
(2010 £565 1m) profitability and healthy cash generation

again delivered strong results for the Group
Qur three brands, Persimmon, our fanuly
housing brand, Charles Church, our premum
brand, and Westbury Partnerships, our social
housing brand, have all performed well

The UK housing market expernienced
challenging condstions throughout 2011 The
shortage of mortgage credit, the Government’s
austerity measures and confinuing poor general
economic condttions in the UK all combined

1o create a tough trading environment.

However, despite thus backdrop we saw

the return of the traditional seasonality of

the market, with healthier levels of sales
reservations beintg taken in spring and autumn
Our private sales reservation rates were ¢ 4%
ahead of the prior year in the first half of 2011
and ¢ 11% ahead 1n the second six months

We continued to expenence strong visttor
levels to our websites through the year with
customers taking advantage of our internet
based property search tools to identify
thexr preferred new home. Visitors to our
development sites were ¢ §% ahead of the
prior year Cancellation rates continued

to run at a historically low level of ¢ 18%

Despite forward sales at the start of the year
being 11% behind that of 2010, we legally
completed 4,439 new homes 1n the first
half of 2011, just 5% below the prior year
(2010 4,657 new homes)

Dufficulty in secuning mortgage credit remams
the key constraint on the market. We have
observed some gradual improvement during
the year, with a small increase 1n the availabihity
of mortgage products with shghtly reduced
levels of deposit requirement Whalst mortgage
approvais increased gradually through the year
to ¢ 53,000 1n December 2011 (c 25% up on
December 2010), the average monthly approvals
for 2011 remain ¢ 43% lower than the long run
average of ¢.87,000 approvals

GRAPHIC REMOVED

A significant increase in mortgage availability
will be required to support a sustainable
improvemnent in industry output levels from
the ¢ 110,000 new homes per year currently
being produced

To help address these funding chalienges we

continued to support customners in buying

a new home by offering to retain an equity

share in their property Approximately 26% ‘
of our legal complettons in 2011 were sold
with an element of equity retained. FirstBuy, |
the Government’s shared equity inttiative,

was launched 1n partnership with the industry

on 1 July 2011, 1o help first time buyers to

purchase a new home. Under the FirstBuy

scheme the Government supports an equal

share of retained equity 1n partnership wath

the developer, to assist a qualifying first ume

buyer to purchase a newly built home

12 ArmalRameE)cecambeczon




Chief Executive’s Review continued

£35m

FirstBuy shared
equty funding secured

£166,142*

Average seling pnce
2010 £169 339)

The Group was successful in secuning

< £35 milhion of FirstBuy funding to offer

¢ 2,100 first ume buyer units across 290
developments nationwide This imhiative has
been well recerved and we have secured over
900 reservations to date In additron, we have
seen a ¢ 30% increase 1n first time buyer visitors
to our development sites Qur investment in
shared equity receivables held at farr value
increased to £164 mullion (2010 £115 mullion)
at 31 December 2011

Our legal completions in the second half of
2011 of 4921 new homes were 4% ahead of the
prior year (2010 4,727 units), resulting 1n full
year volumes of 9,360 1n ine with the previous
year (2010 9,384 units) For the full year we
legally completed 60% of our new homes 1n
southern markets and 40% tn northern markets
including Scotland.

The combination of improved private sales

rates and continued strong sales to our housing
association partners enabled us to strengthen
our forward order book at the end of 2011, wath
forward revenues of £615 millon, an mcrease of
9% on the prior year (2011 £565 million)

Selling prices rernained stable throughout the
year The Group’s 2011 average selling price of
£166,142* was 2% lower than the prior year
This small reduction was due to a change in
sales rmix with the Group's sales indluding a
greater proportion of smaller unuts at lower
price levels, in part driven by the success of the
FirstBuy umtiative. We beheve the stabihity of
new home prices reflects the resthent underlying
demand for new accommodation in the UK
together with the continued shortage of supply
1n the wider market place

We have again been successful in increasing

the utihsation of our part exchange facilines
Our part exchange process allows customers to
proceed with confidence in the knowledge that
the purchase of their new home 1s going to be
successfully completed At 31 December 2011
the value of our part exchange second-hand
homes had increased modestly to £39 million
(2010: £33 mulhon)

Betow Persimmon
Homes at Linbum View,
Dunfermiing, Fife

Rught. Charles Church at
Picket Twenty, Andover
Hampshre

IMAGE REMOVED

IMAGE REMOVED

Stated betors ax value charge of 20 Y 2010 £18 6m) on shared etuaty sales
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Chuef Executive’s Review continued

10.0%*

Operatng margn
{2010 8 2%}

£119.4m

Frea cash genération
{2010 £225 6m)

Stated before exepbonal crodits of £13.3m 2010: £80.2m oredi) and goodwal mpasment of C4.4m (2010 E4 6m)

Profitability

‘We maintained a focus on the basics of

good housebuilding, concentrating on the
maximisation of the development value

of our land assets whulst exercising strong
control over development costs and overhead
expenses [am particularly pleased to see

the benefits of all thus hard work delwer a
further improvement 1n underlying operating
margins, which increased to 10 0% for the year
The improvement accelerated 1 the second
half to 10 8%, up from 9 0% in the first half of
the year We expect a further improvement in
the current year and continue to believe that
the business can return to operating margins
of 15-17% over the mediam term

Cash generation

Our strategy of maximising selling prices and
nunmusing costs has agan cesulted in strong
underlying cash generatron This enables

us to invest in hugh quahty new land and
establishes greater kquidity for the business
After accommodating our working capital
requirements we generated £119 million of
free cash 1n the year which has resulted in the
Group holding cash balances of £41 milhon at
31 December 201t

It is important to note that the Group has
generated £163 mallion of cash inflows from
operations before working capital needs We
have funded the investment 1n sales incentives
of deferred shared equity recervables and part
exchange properties through a reduction in the
Group’s other working caprtal requirements

‘We remain singularly focused on the consistent
delivery of healthy free cash inflows which 1s
fundamental to the long term comrmtment

we have propased to shareholders to return
£1.9 billion of capital over the next nine and

a half years

Land

An essential ingredient to our sustained
delivery of industry leading returns and cash
flows 1s securing high quality replacement
land. A key element of the Persimmon business
model over many years has been to secure
nterests 1n land which we promote through
the planning system over the long term

Qur strategic landbank of ¢.16,500 acres has
consistently provided a sigmificant proportion
of our replacement land requurements 2011

15 yet another good example of this approach
working in practice, with ¢ 50% of our
replacement land of ¢ 14,300 plots successfully
converted from our strategic landbank Our
strategic land portfolio 1s well balanced across
the country with 60% 1n southern markets and
40% in northern markets including Scotland.

Persimmon prides itself on its record of
success in working proactively with all local
stakeholders to deliver housing developments
that local communities are keen to support
Approximately 37% of our consented landbank
was previously held within our strategic land
portfolio Our strategic landbank promuses to
deliver sigmificant value to the business over
many years to come.

At 31 December 2011 we held a consented
landbank of ¢ 63,300 plots Whulst this currently
represents over stx and a half years forward
land supply, our longer term objective remains
to return to a five year supply We expect

to achieve this through both the expansion

of our output as the market allows and the
selective replacernent of the plots we legally
complete each year In the event we expenence
a greater degree of success with the conversion
of strategic land, this wall allow us greater
discretion tn our open market land acquisition
activities, [t1s thus approach to land replacement
whach supports the Group’s delivery of supenor
cash returns over the long term.

14 Persimmon Pic
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Chief Executive’s Review continued

84%

Waste
2010~ 82%)

£927m

Forward sales at
27 February 2012
2010 £548m)

Corporate responsibility

At the heart of our orgamsation 1s the objective
to provide the best possible product, service
and expertence to all our customers We have
increased our uvestment in staff training night
across the business in a drive to continually
improve the delivery of our new homes to our
customers Whalst we are pleased to report

that customer satisfaction surveys indicate

that 91% of our customers would recommend
us to a friend (2010- 93%) we are striving for
1mprovements 1n our approach and processes
to make further progress as our business
develops 1n the future We are confident that
the independent HBF survey of customer
satisfaction in 2012 wall recognuse the progress
we are makang,

We continue to focus on build quality and site
management. Congratulations go to four site
managers Richard Channon, Mark Thomas,
Ray Winney and Lee Tysoe for winning a Seal
of Excellence Award in the NHBC Pride in the
Job Quality Awards 1n 2011

We continue to work with local communities in
improving local environments and to try and
achzeve as low an impact 1n our development
activities as possible Our waste management
systems continue to rmmmse the amount of
waste we produce and maximise the proporteton
of waste we recycle During 2011 the quantity
of waste we produced decreased to 6 6 tonnes
per new home sold (2010- 6 9 tonnes) and we
recycled 84% of the total waste produced (2010
82%) Thus resulted 1n a 14 5% reduction in the
actual quantity of waste being sent to landhll
per home sold to 1 06 tonnes (2010 1 24 tonnes)

Our health and safety performance remans

a prionty for the Group Over a number of
years we have seen a great Lmprovement,

with the number of reportable incidents
(RIDDORs} substantially reducing. However,
more recently, this trend has reversed due to
increased production on our sites. As a result
we are looking to improve not only the health
and safety culture amongst our employees and
sub-contractors, but we have also implemented
changes to our policies and procedures
Through our worker engagement initiative

we are carrying out extensive traimng and
communications with both our management
teams and our supply chain workforce to
rewnforce cur commitment to improving our

health and safety performance.

Current trading outlook

Customer interest in the early weeks of 2012 has
started at better levels than for the same penod
1n the prior year As indicated it our Trading
Update on 9 January 2012 we have continued

to refresh our outlet network and have brought
forward ¢.390 active sites into 2012, having
opened 25 new sites 1n the last quarter of 2011

Visttor levels to our developments are ¢ 10%
higher than for the prior year over the first eight
weeks Cancellation rates gver the same penod
have remained at lustoncally low levels of c 18%
and our weekly private sale net reservation rate
per site 1s ¢ 22% ahead This 15 an encouraging
start to 2012

We anticipate that trading condittons wall
remain dafficult in the current year but
Persimmon 15 1n a strong position to meet

the challenge. We welcorme the Government’s
further recent announcernent detaling plans
for the introduction of NewBuy, a new 95%
loan-to-vahae morigage product, this spring.
This has the potential to allow a greater
number of home buyers across the country to
purchase a newly built home with a deposit of
5% We expect that this will prove attractive 1n
encouraging a greater number of purchasers
to re-enter the UK housing market As one of
the UK's leading housebuilders we will fully
support this scheme through our sales and
marketing initiatives and the construction
activity on our developments

Our current forward sales revenue, including
legal completions for the first exght weeks of 2012,
15 ¢ £927 rmlhion, 9 4% hugher than at the same
pount last year (2011 £848 1 million) Forward
sales volumes are 6,509 units (2011 5,758 units)
with an average selling price of £142,482 (2011
£147,282) These strong forward sales, together
with our extensive outlet network {with another
¢ 60 new sites to open 1n the first half of 2012),
supported by our further investment 1n work in
progress on site, provide a solid platform for our
sales activity for the current year

We expect to deliver further margin
umprovement in the current year as new sites
enter production and we continue to drive
forward further cost effictencies Thusincreased
profitability will enhance the generation

of undertying free cash inflows which will
support the long term Capital Return Plan

Mike Farley
Group Chief Executive

27 February 2012
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Measuring our Performance

Financial KPIs
Revenue measures Profit measures
Relevance to business Relevance to business

Strength of revenue 1s an tmportant measure of the success
of our business plan. Qur emphasis on traditional housing
puts us 1n a strong position to maximise sales.

Qur margin has historically been one of the best in the
sector and our cost reduction and effictency programmes
have been undertaken to maintain this position

GRAPHIC REMOVED GRAPHIC REMOVED
GRAPHIC REMOVED GRAPHIC REMOVED
Ses Strategic Proribes on page 9 2007-2011 statod before excepsonat tems and goodwill mparment. After exceptional
items and goochwll impament i different the figures ara as follows.
Ogpearatng masgin. 10,5% 201G 12 0%, 2002 0 0%, 2008 -40.7%)
Profit Detors tax: £147.2m (2C10: £153.8m; 2009 £77.8m, 2008 loss of £780.0m, 2007 £582 7m}
Sea Strategec Prionbes on page 0
Non-financial KPIs
Customers that would recommend The Reportable Injuries Disease and
Perssimmon to a friend Dangerous Occurrences Regulations
Relevance to business Relevance to business

We undertake regular customer satisfaction surveys to help
wnprove our overall service and the quality of our homes

GRAPHIC REMOVED

Qur priorty 1s the health and safety of our workforce
and visitors We regularly monitor and review our
performance based on our incident rate of RIDDORS
reported per 1,000 workers

GRAPHIC REMOVED

See Strategc Prionties on page 9
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Measuring our Performance continued

Financial KPIs
Cash and cash flow measures Return measures
Relevance to business Relevance to business

Cash and net debt are used to measure balance sheet
strength Ensuring we have an appropnate capital structure
to support our strategy is a key to our success

A combination of revenue and margin improvement
will deliver growth in return on mvested capital, We
will continue our disciphned approach to working
capital management

GRAPHIC REMOVED GRAPHIC REMOVED
GRAPHIC REMOVED GRAPHICREMOVED
See Strategic Prartes on page 9 2007-2011 stated befora phonal items and o 4 rmip: After mxvepbonal tems
and goodwil mpanment, ¢ diferant the hgures are as {dlows.
Return on avarage capital employed B.7% (2010 10 1%, 2009 6.2% 2008 23 1%,
2007 21.6%)
Non-financial KPIs

Waste generated per home sold

Relevance to business

To monutor our operational and environmental efficiency,
we collect data on the amount of waste we generate and
recycle for each home we sell.

GRAPHIC REMOVED

Landbank

Relevance to business

Land 1s our key raw material and we monutor the amount of
land we control with planning permission to ensure that we
have contimuty of supply

GRAPHIC REMOVED

Seo Stratagic Phonties on page 9

Sea Stratags: Pnonbes on paga 8
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Operational Performance Review

Persimmon successfully delivered
improvement in underlying operating
margin and free cash flow in line with
our key strategic objectives.

IMAGE REMOVED

Mika Kiforan (left)
Group Fnance Dwector

Mka Farley
Group Chuet Executive

1 8 Annual Fiapodpl';ecambermﬁ




Operational Petformance Review continued

£167,582%

Persmmon Homes
Average sefing pnce
2010 £172,475)

Persimmon

The Persimmon business legally completed
5,643 homes in 2011, 2 6% lower than the prior
year However, second half volumes were 77%
hsgher than for the first half, a good recovery
from the impact of the depleted forward sales
brought tnto the year due to the flat autumn
market in 2010

Average selling price for the year of £167,582
(before shared equity fair value adjustment)
was 2 8% lower than the prior year due to a
change 1n sales mx, with a greater proportion
of smaller houses being sold compared with the
prior year, 1 part due to the introduction of the
Government’s FirstBuy shared equity imtiative,

The North Division successfully grew volumes
by 1 5% year on year to 1,996 legal completions
at stable selling prices, the average selling

price for the year being £160,766 Our North
East businesses delivered good growth wath
sales revenue up 11% year on year and legal
completions were 17% ahead

We have continued to enjoy success in pulling
through strategic land 1n the North with notable
outcomes at Whinmoor 1n West Yorkshure with
a detailed planning consent for 200 new homes,
and at Carlisle in the North West for 150 units
The National Planning Policy Framework as
drafted wall provide the opportunity to make
good progress with planning applications that
emjoy sohid local support

The Central Division again delivered the
ghest number of legal completions within

the Perssmmon business with 2,012 new homes,
despite volumes being 7% lower than the prior
year Average selling price for 2011 was £170,117,
3 7% lower than last year, although we saw
improvement in the second half of the year to
£173,667 due to a change in sales mux The Shires
region delivered the highest average selling
price for the year at £216,012, selling a greater
proportion of larger unmts, in particular from
sites at Milton Keynes, Uxbridge and Stotfold

The Central Division added to 1ts long record
of converting strategic land including a 145
umnit scherne at Qundle in Northamptonshire
and 178 new homes at Redditch These new
sites will deliver strong margins for the division
n the future

Right. Peraimmon Homes
at The Raleigh, Cambers
Edge, Portsmouth
Hampshee

Below Roebuck Park,
Haulsham, East Sussex

IMAGE REMOVED

IMAGE REMOVED

*Stated before far vakee charge of E£16.5m (2010 £16.7m) on shared equty sales
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Operational Performance Review continued

The South Division legal completions were
simtlar to the prior year at 1,635 units Good
progress was made int the second half of the
year with 6 7% higher volumes than in the first
six menths. Our standard house type portfolio
has proved particularly effective tn ensuring
the South Division can offer an excellent choice
of house types across its outlets Whalst the
average selling price for the year of £172,784

15 4 4% lower than last year this was again due
to the greater number of smaller units being
sold in the year

We again emjoyed good success in securing
planmng permtsston on strategic land The 783
unut scheme at Crawley near Gatwick and 1,650
plots secured at Plymstock in the South West
will provide key anchor sites for the division

in the future.

Our joint venture with St Modwen continued
with the first legal completions made this year
in Birmungham We are now operating on a
further two sites and have five sites awasting
planning consent that will commence in 2012

Charles Church

Charles Church continued its record of
outperformance growing sales by 6 9% year on
year to 1,928 legal completions, and increasing
total revenues by 5 0% Average selling prices
rematned resthient at £225,251 for the year

The Charles Church business has proved to be
particularly robust as its customers tend to have
greater access to mortgage credit to support the
purchase of their home Charles Church sales in
2011 have grown to 21% of the Group’s volumes
compared to 19% last year Legal completions
in the second half of the year were 22% higher
than the first half

We continue to successfully introduce both
the Charles Church and Persimmon brands
onto joint sites where appropriate, which
increases our sales rates and return on capital
in these locations

‘We continue to invest in new land for Charles
Church in the South East and have acquired
sites where we will be selling new homes with
an average selling price in excess of £1 million.

Below Charles Church at
Rowallan Castle, Ayrshire

Right Charles Church

at Machynys Bay,
Ltanch, Wales

Below nght: Willow Bank,
Piumpton, Pennth, Cumbna

IMAGE REMOVED

IMAGE REMOVED

IMAGE REMOVED
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Operational Performance Review continued

Below Westbury

Partnerships at Stowford
Risa, Sidmouth, Deven

IMAGE REMOVED

IMAGE REMOVED

£225,251F

Charles Church
Average solfing pnce
{2010 £229 213)

£97,899

Westbury Partnerships
Average selng pnce
{2010 £98,720)

Westbury Partnerships

Our partnerships business has delivered a simiar
volume of affordable homes to our housing
assoclalion partners year on year at 1,789 units.

Whalst the provision of social housing 1s
undergoing stgnuficant restructuring by the
current Government our average selling price
has remained stable when compared to the
prior year at £97,899

The Government’s root and branch review

of social housing incorporates the housing
benefit system as well as the reform of historical
tenancy arrangements, allocation rules, rental
levels and financing.

Our Westbury Partnerships business
continues to develop 1n this evolving
environment. We are progressively rolling
out the Westbury Partnership brand across
our regional businesses which will give us
greater flexibility at an operational level and
will further help develop the experience and
capabilities necessary to provide the requared
level of service to our social housing partners

Stated beforp lax valuo charge of £3.6m (20 10 £2.9m) on shared oquity sales

We are pleased with the progress our
partnership team has made 1n further
strengthering the position of our partnership
business We were successful in securing

¢ £20 milhon of funding to support the delivery
of 1,985 affordable homes nationwide under the
Government’s affordable housing programme
i December 2011 These new homes will be
butlt and occupied over the three years to
March 2015 We have also been successful with
the West Wiltshire Private Finance Imtiative
(PFT) for the provision of 240 houses on 8 sites
‘This PFI1s urique as st involves the provision
of land by both the local authority and private
developer and will set the agenda for new ways
of providing affordable housing 1n the future

‘We believe demand for well designed social
housing will continue to be robust. The
Westbury Partnerships business 15 particularty
well positioned with good forward visibility

as we open new larger strategic sites

Persinunon Plc
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Operational Performance Review continued

19%

Anrual ncrease in
Spaced production

£41m*

Cash at 31 December 2011
(2010 £51m debt)

Space4

Spaced, our factory producing our patented
closed-panel timber frame system for the
construction of new homes, continues to make
soltd progress During 2011 Space4 sold over
3,250 new home kits, a 19% increase on the
prior year. Group comparmes procured 98%

of Space4 volume,

With the increase in production and further
process improvement, the Space4 management
team has increased its efficiency of operation
and provided our operational businesses further
opportunty to reduce thewr build costs and
deliver improved site margins

Duning the year we have invested in an
additional wall production line, with
commusstomng targeted for the end of February
2012 Thas will provide additional capacity and
resthence of operations in support of Group
new home sales. We are already providing new
product developments to fulfil the requirements
of the new Biuulding Regulations which are

to be introduced 1n 2013 wath respect to the
thermal quality of new homes built

Net finance costs, cash flow
and borrowings

For 2011 net undertying finance costs were

£4 9m (2010: £33 2m), £28 3m lower than

last year This signuficant reduction 1n net
finance costs resulted from the strong free cash
generation in the year and the early repayment
of our remaining Seruor Loan Notes

Total free cash flow after mterest and tax for
the year was £119m (2010- £226m) Average
borrowings for the first six months of the year
(net of cash balances) were £91m and £52m for
the second half We ended the year with £41m
of cash balances

In response to the Group’s strong hquadity, on
25 March 2011 we used cash balances to prepay
US Senior Loan Notes due between 2013 and
2016 with a face value of $151m and UK Senior
Loan Notes due 2021 with a face value of £51m
This gave nise to an exceptional charge to the
income staternent of £16 9m At the same time
we cancelled assoctated hedging contracts
resulting 1n an exceptional gain of £7tm to

the income statement.

Stated before nance keases arkt financing ransacton costs

Dividends

The Board of Directors has recommended a
final dwnidend of 6 Op per share (2010 4.5p)
based upon the performance of the business

1n 2011 and current market conditions, an
increase of 33% on the prior year The 2011
dividend of 10 Op per share 1s covered 3 7x by
underlying after tax profits, and 1s 33% higher
than the prior year The payment of future
drvidends 1s incorporated in the Capital Return
Plan announced by the Board today

Balance sheet

The total net assets of the Group increased

by £95 million duning the year to £1,839m

at December 2011 (2010 £1,744m) Net assets
per share increased to 608 6p, an increase of 5%
on last year (2010 579 1p), reflecting the retained
profit for the year, the post tax reduction 1n
pension deficit of £5m, the payment of the final
dwidend for 2010 and the interim dividend for
2011 totalling £25 6m

Underlying return on average capital employed
increased to 8.3% frorn 6 9% last year

At 31 December 2011 the book value of the
Group’s land was £1,484m (2010 £1,576m)

This reductton of £92m on the prior year reflects
the disciplined replacement of land through

the year together with the net write back of

£13 3m of stock impatrment provision

‘We have again reviewed the value of our land
and work in progress for impairment at the
year end. As selling prices remained reasonably
stable through the year there was a net reversal
of previous impairments due to some modest
cost improvements This gave nse to a net
exceptional credit of £13 3m to the income
statement which includes a gross reversal of

¢ £66 2m and an additional requirement of

¢ £52 9m across ocur owned [and portfolio At

31 December 2011 we retained an tmpairment
provision of ¢.£191m. We remaun confident that
our assessment of the carrying value of our land
and work in progress 15 reahstic in the context
of the difficult market conditions we face

22 Persimmmon Plc
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Operational Performance Review continued

Further details covering our approach to
100p inventory impairment 1s disclosed 1n the notes
to the Accounts 1n our Accounting Polices at
note 2, our Critical Accounting Judgements

at note 3, Exceptional Items at note 6 and
Inventones at note 18

2011 Dendend (2010 7 5p)

8.3%*

ROACE (2010 6 9%)

Treasury policy and related risks

As disclosed earhier 1n relation to our strategic
review one of our key considerations 1s the
maintenance of a caputal structure which
optimises our cost of capital and which ensures
that the business remains a going concern to
support the delivery of returns to shareholders
whilst enabling the Group to pay its habilities
as they fall due

The Group manages its capital structure

by changing the level of dwadends pad

to shareholders, 1ssuing or repurchasing
share capital and arranging debt and cash
management facihties to meet liability
payments Head Office arranges all
borrawing facihities and invests cash deposits
at competitive rates weth hugh quality
institutions Head Office marrages the drawn
credit lines of each operating business within
overall facility linits

On 1 Apri 2011 the Group agreed a new
£300m syndicated five year Credut Facility
which matures on 31 March 2016

The Group’s operattons and debt financaing
can expose it to a number of financial risks
including changes to debt market pricing,
credit nisk, interest rates and hquidity risks
Liquidity nisks fully addressed through
securing flexible credat facilities wath an
extended matunty profile from a variety of
sources. In the current market the Board has
concluded that to remain highly liquud 1s the
strongest position for the business Gearing
will be carried only on a short term basis for
annual working capital requirements

We exercise a detailed system for regularly
reporting and forecasting the cash flows of
the business to ensure risks are promptly
identified and action taken We have
undertaken long term business modelling

to support the design of the capttal return

to shareholders which will ensure relevant
facilities are arranged at the appropriate tume.

We belteve that our cash resources and
commtted credit facihties provide adequate
headroom and will support the development
of the business in the future

Betow- Pembroke Gats,
Shaftasbury, Dorset

Right Willows Edge, North
Bersted, West Sussex

Betow nght, Machynys Bay,
Uanell, Walas

IMAGE REMOVED

IMAGE REMOVED

IMAGE REMOVED

Srated befse d ROMNS BNG (5 il rrpas

SOLBLLAAOE) BOUELLLIO}EA Sl pug ABaleng MONIBAD)

SEoLeUY

UOgEULIOLL JBLAD)



Operational Performance Review continued

+55%*

Increasa n undatyng
pre-tax profits

£1.54bn

Reverwe
(2010 £1 57bn)

Persimmon pursues a well established risk
management programme that 1s designed to
lamat the impact of other nisks on the Group’s
financial performance The Group does not use
dertvative financial instrurnents for speculative
purposes Details of the Group's financial
instruments are disclosed 1n notes 20 and 22

to the financial staternents.

Summary

The performance of the business 1n 2011

has been robust and results from our focus

on improving profits and cash generatton
Persimmon 15 now in an enviable position

with excellent asset backing and strong hiquidity

As key aspects of our markets change our
management teams continue to adapt to

take opportunities as they present themselves
We support the National Planming Policy
Framework as currently drafted and consider
the presumption 1n favour of sustainable
development 1s necessary if the industry 1s

to expand its output to build the new homes
that the country needs whilst ssmultaneously
creating new employment opportumties

Welook forward to nsing to the challenges
ahead both in further developing our business
and in delivering the benefits of our operational
success as enhanced returns to shareholders
via the Capital Return Plan

We are proud of the achtevements of all

our staff which result from their dedication,
imagnation and hard work. We thank

all our teams for their contribution 1o the
continued success of Perstmmeon

Mike Killoran
Group Finance Director

Mike Farley
Group Chief Executive
27 February 2012

Statod before excepbonal itoms and goocwil wnperment
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Principal Risks

The Group’s financial and operational performance is subject

to a significant number of risks. These risks are subject to
continual assessment by management to mitigate and minimise
their effect on our business. There are also many risks which
are outside of our control which can affect our business.

The principal risks facing our business are:

Risk

Strategy

National
and regional
economic
conditions

Mortgage
availability

Regulatory

compliance

Capital
requirements

Impact

The Board has adopted 1ts new strategy as

it believes it 1s the one most hikely to add the
greatest value for shareholders and stakeholders
It 15 possible that, with time, factors become
known that indicate that the strategy currently
being pursued 1s not the most effective or
efficient and that alternative strategies may be
more appropriate

The housebulding industry 1s sensitive to
changes i unemployment, interest rates and
consumer confidence Further detencration in
economic conditions may significantly decrease
demand and pricing for new homes, which could
have a matenal effect on our business revenues,
margwns and profits and result in the impairment
of asset values

Any further restrictions in the market availability
of mortgages for our customers could reduce
demand for our homes and affect revenues,
margins and profits

Our business 1s subject to extensive and complex
laws and regulations principally relating to
planning, the environment and health and safety
Our obligations to comply with legaslation can
result in delays causing us to incur substantial
costs and prohibit or restrict land development
and construction Non comphance could also
result in damage to the Company’s reputation

Qur abilty to continue to manage our business
may depend on our ability to access capital on
appropriate terms We could be adversely affected
by a change 1n our credit rating or disruption in
the capital markets resulting in credst facilitses not
being available We also requure access to bonding
facilities to secure planning, road and sewer
agreements for our developments.

Mitigation

The Group’s strategy 1s agreed by the Board

at an annual strategy meeting and thereafter
regularly reviewed at Board meetings and by
the executive Directors. The Board engages
with management and employees to ensure the
strategy 1s communicated and understood and
that all employees have a clear understanding
of the potential benefits and risks of the strategy

We muintmuse the level of speculative build
undertaken by closely controlling our work

1n progress levels We carry out extensive due
diligence prior to our land investment decisions
to capture best margins

We ensure construction 1s matched to our level of
sales We can use shared equity to enable buyers
with small deposits to purchase our homes

We operate comprehensive management systems
to ensure regulatory compliance and reduction

1 reputational risk, partscularly relating to the
health and safety of our workforce, customers and
wisitors We hold a landbank sufficient to provide
security of supply for short term requirements

The Group actively maintains an appropnate
muxture of meditm and long term debt facilities
and bonding lines to ensure sufficient funds and
bonding are avatlable to support operations.
The Group regularly reviews its forecast capital
requerements to ensure these facilities are
sufficient to support anticipated demands.
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Sustainability

We have developed a strong approach to sustainability over
the past decade. Our integrated approach to sustainability
has six key corporate responsibilities which underpin our
aim to provide mutual benefits for all our key stakeholders.

Putting customers first

91%

Cuystomer satsfacton
(2010 93%)

Ensuring our customers’ satisfaction and the
provision of a seamless journey through the
buying process and occupation of a new home
are of paramount importance to our business.
We invest heavily in training to ensure that our
customers are provided with a quality home and
excellent serwice

170,000

Trees planted
{2010 103,000}

Qur customer charter, The Persimmon Pledge
fully complies with the Consumer Code for
Homebuilders and sets the standards of service
which our customers can expect. During 2011
we mtroduced new procedures to further
1mprove our customer service, such as requnng
aregional office director to inspect each
property prior to handover to a customer

Duning 2011 we were able to provide
26% of our customers with a shared
equity loan to buy theur first property.

In 2011, 91% of our customers stated that they
would recommend Persimmon to a friend.

Thus percentage 15 shightly lower than in 2010,
but maintains the high level of previous years,

Our customers’ nggest challenge 15 obtaining
an affordable mortgage, due to lenders
requirements for a substantial deposit We are
able to offer our customers shared equity loans,
which reduce the deposit requared to buy a

new home and makes our customers’ cost of
borrowing affordable During 2011 we were able
to provide 26% of our customers wath a shared
equaty loan to buy therr first property

Prioritising health and safety

Taking care of our employees, subcontractors
and customers 15 a key prionty for us and
consideration of health and safety underpins
all the construction work we undertake

We take a proactive approach to momtoring
and maintaintng health and safety on all

our developments, with regular ispections
by our site and contract managers and our
Group health and safety advisors

We ensure that appropnate instruction,
training and superviston are provided to all
our employees, contractors and members of
the public to promote a safe environment for
anyone visiting our developments Dunng
2011 we provaded 382 days of dedicated health
and safety trainuing, an increase of 37% on the
previous year

All health and safety matters are reviewed by
seruor management on at least a bi-monthly
basis The primary way that we ensure that
our 24 operating businesses are working safely
1s through the results of regular inspection
and audnt The results help us to \denufy

areas of good practice and any 1ssues of
non-conformance that need to be addressed.

In 2011 Persimmon won the Outstanding
Contrtbution to Trainming category at the
Construction Health and Safety Group
annual awards Persimmon was recognised
for its continued commitment to improving
awareness of health and safety across the
Group and delivening targeted training to
employees and subcontractors to ensure

a safer working environment.
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Sustainability continued

2,512*

Sustanable
{2010 2,677)

57%

Homes buit on brownfield
land {2010 61%)

During 2011 the number of acadents reportable
under the Reporting of Incidents Diseases and
Dangerous Occurrences (RIDDOR) increased
to 90 (2010 59), which equates to an incident
rate of 9 8 RIDDORs per 1,000 workers We

are naturally disappointed 1n these results and
whulst investigations show no adverse trends in
our approach to managing health and safety we
will continue to concentrate on reducing the
number of shps, trips and falls on our sites

In 2012 our health and safety training wall
be engaging all our workforce, including
subcontractors to ensure they recognise the
hazards and risks associated with their work
and to promote a stronger health and safety
culture within our business

Building sustainable homes

We have been promoting a *fabric first”
approach to building sustainable homes

This means bulding new homes that are
wherently efficient and are designed to be
sustainable, rather than having to incorporate
additional renewable technologies The key to
our approach 15 the use of modern methods of
constructton, such as our Spaced timber frame
system 34% of our homes sold tn 2011

contained Space4 tumber frames Research has
showa that homes using the Space4 system are
50% more energy effictent than the average UK
home, offening environmental benefits as well
as sigmficant reductions 1n energy costs for
our customers

We have also found ways to improve the
efficiency of traditionally buelt homes by
improving insulation in walls, cetlings and
floors We use the Standard Assessment
Procedure (SAP) system for measuning energy
efficiency of our houses, which 1s adjusted by
floor areas so that all houses, regardless of size,
can be compared one agamnst the other In 2011
the average SAP rating for all homes we built
was 84 (2010 83) This score 1s substantially
higher than the industry average of 79 and the
average SAP ratung for UK housing stock of 53

The Government’s Code for Sustainable Homes
benchmarks homes using sustainability criteria
covening areas such as energy efficiency, water
consumption and matenals used to give a

Code rating of 1 to 6 In 2011 Perstmmon bualt
2,512 homes assessed against the Code orits
preceding EcoHomes standard, equating t0 27%
of our total output The majorty of these 2,512
homes met Code Level 3 or equivalent

Singers Knol, Frome, Somerset

Below Westbury Partnershps at

Fight The Beechies,
Garthamlock, Glasgow

Below nght: Stowford Rise,
Sdmouth, Devon

IMAGE REMOVED

IMAGE REMOVED

IMAGE REMOVED

Buit to Coda b Sustanabla Homas or Eootlomes standard

AnualHaponDecarba?On 27

SEoeU BOLBLLBNOD) SOUBLLLOLRA] Sid pue ABeleng

UONEULUOM B0



Sustarnability conunuted

Operating efficiently

Durning 2011 we have worked with the
Government's Waste and Resources Action
Programme (WRAP) Together with WRAP
we have undertaken six site audits to identify
variances in waste management across our
business, as well as examples of best practice
that could be shared. As a result we have
updated our policy and procedures to reflect
the audit findings

WRAP are promoting a programme with the
construction industry to halve waste to landiill
by 2012 Since 2005 when we first started
recording our data, we have reduced the amount
of waste generated per home built by 38%, down
from 10.8 tonnes per home 1 2005 to 6.6 tonnes
in 2011 At the same time we have increased

the amount of waste recycled from 67% in 2005
to 849% last year During 2011 we diverted over
52,000 tonnes of waste from landfill to recyching
and since 2605 we have diverted almost 500,000
tonnes of waste from landfill to be recycled.

We montor and manage our CO: emuissions
from energy used in our offices and
development sites, as well as fuel used in our
Company vehicles Total energy consumption
m our offices and on our development sites
was 25 mithon kWh1n 2011 This equates to
7,700 tonnes of COz, a small increase on the
prior year (2010 7,500 tonnes) During 2011
our Company car fleet used 2 4 million litres
of fuel, equating to 6,200 tonnes of CO3, which
15 unchanged since 2010

QOur total carbon footprint for 2011 was
13,900 tonnes of COq, 2 small increase
compared to 2010

Investing 1n our communities

As we plan and develop our new sites we
often make a significant contribution to local
communities through investment in new
factities and infrastructure through planmng
agreements with the local authonty Dunng
2011 we invested over £24m in community
facilities, mainly 1n new schools, highways,
public open spaces and affordable housing.
In our pubhc open space and throughout our
developments we pay considerable attention
to new landscaping schemes and 1n 2011

we planted ¢.170,000 trees

In the last year we have developed a new way
of building modern, sumulating primary
schools by securing a new site and building a
new school before redeveloping the old school
site for housing Using our design expertise
and procurement controls, we are able to build
schools at a lower price than local education
authorities We have provided six bespoke new
schools to commumties, providing a dynamic
new learning environment for more than 2,000
pnimary schoal pupls

Investing in our people

We encourage a culture that supports our
employees to develop long and fulfilhng careers
with Perssimmon We train all our staff to
ensure that they have the necessary skills and
quahfications for their roles Specific training
requirements are :dentified for all employees
and dunng 2011 we undertook 3,507 days

of tratning covering areas such as sales and
information technology, equating to 1% days
traiming for every member of staff.

We recognise the need to retain skulls wathin
our industry and so actively promote a
programme to train young people who want

a career in housebuilding with Persimmon
The FIRST Management Trainee Scheme has |
continued 1ts success with a further 26 new
trainees imnducted into the Scheme during 2011
The Scheme 15 a four year programme which
offers the opportunity to recetve working
expertence whilst studying at college one day

a week to obtan a Construction in the Built
Environment (BTEC) qualification.

Conclusion

In our 40th annmiversary year  am sure that
our robust approach to sustainability means
that Persimmon 1s well placed to respond to
future challenges

Further information on our management
structure, policies and procedures together
with our 2011 Sustainability Report

can be found on our website at

www corporate persimmonhornes com

Neil Davidson

Chairman !
Corporate Responsibility Committee

27 February 2012
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Chairman’s Corporate Governance Introduction

IMAGE REMOVED

I consider that good corporate governance for a public
company starts with a stable and expenenced board of
directors with a diverse range of expertise and experience
Persimmon has been fortunate 1n having a stable Board,
with only three Chief Executives and three Chairmen

1n the 26 years since the Company floated un 1985 The
Board has set the standards and values expected of all

1ts management and employees throughout the Group
and continues to provide guidance to all s operating
businesses to ensure good corporate governance

The Board supports and has implemented the principles

of the UK Corporate Governance Code 2010 (the Code)

We believe that the principle of comply or explain which
forms the basis of the Code remains important, particularly
in these difficult economic times [ am pleased to report the
Company comphed with the Code throughout 2011

The Company prides itself on the quality of s Board
members The executive Directors have extensive
housebuilding expenence and expertise with an average
21 years service with the Company and 12 years on

the Board. The non-executive Directors have extensive
expertence 1n retail, property, regulatory fields, capital
rawsing and financial markets and an average tenure of
five years an the Board.

After an extensive search, the Board appointed Mark
Preston as a Director of the Board on 9 January 2012
Mark’s background and experience as Group Chief
Executive of Grosvenor Group brings a wealth of
commerctal and residential property expertise outside
of the new homes market to the Board.

David Thompson has informed the Directors of his
ntention to retire from the Board at the conclusion of the
AGM 1n 2012, David joined the Board 1n 1999 and has
served with distinction on the Board and its Commuttees
and more latterty as Sen:or Independent Director His wise
counsel and objectivity wall be hard to replace

The Board held its annual strategy meeting in October
2011 The non-executive Directors have a considerable
understanding of our business and the expernence and
personality to constructively advise and assist the executive
Directors in formulating the Company's strategy. The
Board's strategy, including the long term capital return of
£1 9bn to shareholders over the next nine and a half years
15 set out in the Chief Executive’s Review on pages 10 to 15
It also includes the Group's health and safety strategy and
performance, and matters affecung the Group's reputation
During the year the Board also reviewed its attitude to nisk
and continues to matntain a conservative attitude to risk.
‘The Board has approved a revised Risk Register and the
Group’s principal risks are set out on page 25

The main governance prionity for the Board during

2012 1s successton planning, and we will be seeking the
appointment of a new non-executive Director 1n due
course In making a new appointment we will be taking
into account our diversity policy and the recommendations
of the Davies Report to increase representation of women
on boards by 2015 The Board will also be undertakung its
first externally asststed Board evaluation during 2012 and
the results will be reported next year

Nicholas Wrigley
Chairman

27 February 2012
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Board of Directors

Chairman and Executive Directors

Nicholas Wrigley
Chayman {gage 56}

Date of appartment
IMAGEREMOVED | anoonited to the Board on 1 February 2006 and as Charrran of the Board on 21 Apr 2011

Cormmittee membership
Charman of the Nomnaton Commuttee and member of the Remunerabon Commuttee,

Expanencs
Nicholas Wigley 15 an Executive Vice Chamman of Rothschild London, He has over 25 years’ mergers and acquisiions expenence
at Rathschiid and s a qualified accountart.

Mike Farfey =sc {Hons) Moo FRCS
Group Chef Exacutve gge 58)
Date of appantment

1.January 1989

Committea membership
Charrman of the Risk Committee.

IMAGE REMOVED

Expenence
Miks Fartey was apponted Group Chief Executive n April 2006 He jomed Perssmmon n 1983 and was respansible for establishing

Persmmon Homes Wessex and for developing the Group's operating businesses n the Midlands, before becoming Chief Exacutve
of the South Dvision. Mike 1s a member of the Chartered Institute of Buiding.

Mike Killoran sa {Hons) Aca
Group Finance Drector (age 50)

Date of appontment
IMAGE REMOVED 4 Jaruary 1999

Cammittes membershit
Member of the Risk Committee.

Expenence
Mike Kiloran joned the Compary in 1996, A chartered accountant by profession, Mike worked n manuiactumg, distrioution and retad
sectors before jorng the Group. He took over his present role n Aprd 1999

Jeff Falrbum
Group Managng Orector and North Division Chief Executive fage 45)

Date of appomirment
IMAGE REMOVED 1 June 2009

Committee membershp
Mermber of the Risk Committee.

Expenence

Jedt Faroun oned the Group n 1989 He was promaied to Managing Drector of the Group's North East operabng busness n 2000
and became North East Regronal Chasmnan in 2005, before assuming the role of North Dmsion Chief Executive n 2006. In Jaruary 2012
he was appoited Group Managing Drector with responsiility for Group operational functons and the Group's strategic landbanic
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Board of Directors continued

Non-executive Directors

David Thompson
Serar Independent Drector (2ge 57)

of appantment
IMAGE REMOVED ?gt:gg 1909

Cammittee membershe
Member of the Normmation Committes.

Expenence
Davd Thompson is Charman of Marstons Pic and Chisf Executive of Angia Maltngs (Holdings) Limnded. He s also a non-eecutve
Drector of Caledona Investments Fic.

Richard Pennycook
Nen-executve Drector {age 48)

Date of appontmernt
IMAGE REMOVED 14 March 2008

Commttee membership
Charman of the Audit Cormmittee and a member of the Nomnation Commiittes.

Expenence

A Chartered Accountant and gradtuate of Bnstol Uneversity, he has been the Group Finance Drector of Wim Momson Supermarkets Plc
snce 2005 Previous roles nclude Group Finance Director of RAC Plc, Finance Director of J D Wetherspoon Pic, CEC of Welcome
Break Holdings Pic arnd non-exacutive Director of Richer Sounds Pic.

Neil Davidson cee
Non-executive Drector (age 61)

Date of appairtment
IMAGE REMOVED 19 2004
Committee mermbership
Charman of the Corporate Responsitiity Committee and a member of the Nominabon and
Remuneraton Committees.

Expenence

Neil Dawvidson is Chaiman of The Cnclketer Publishing Lirnited and Ermnate, a Nottingham University spin-out business, specialising n
nano-tectindlogy He 1$ also a director of Competiton Law Process Management. He was previcusly Cheef Executive of Arla Foods UK
Pic urtil he retired 0 June 2005.

Jonathan Davie
Non-executive Director (age 65)
Date of appointrnent

1 January 20%0

Commttes mermbership
Charman of the Remunerabon Committse and member of the Audit Commities,

IMAGE REMOVED

Expenence
Jonathan Davie s a non-executive Charman of IG Group Holdngs Fic and First Avenue LLP Mr Davie’s pravious raes ndude Vice
Charman of Cradit Susse, CEO of BZW Global Equiies and non-executive Drector of Credit Susse UK Private Banic

Mark Preston
Non-executive Drector (age 44)

Date of appomtment
IMAGE REMOVED 9 January 2012

Cormmittee membershp
Member of the Audit and Remunerabon Committees.

Expenence

Mark Preston, a chartered surveyor, s the Group Chief Executive of Grosvenor Group Limited, an appontmernt he took up n 2008

Hes a non-executive Drector of Sonae Siema SGPS He s also a board member of The Assoaiation of Foresgn nvestors in Real Estate,
aMember of the {University of) Cambndge Land Economy Adviscry Board and a Member of the Euronypo Intemational Advsory Board.
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Directors’ Report and Corporate Governance Statement

The Board of Directors presents its Drrectors’ Report
incorporating the Corporate Governance Staternent for
the year ended 31 December 2011

The Board

Compasition

The Board comprises a non-executive Chairman, three
executive Directors and five nen-executive Dhrectors.
Nrcholas Wrigley became Chairman at the AGM on

21 April 2011, succeeding the reuring Chairman John Whate
Mr Wrigley had been an independent non-executive Darector
for five years prior to hus appointment and had previously
been Chairman of the Remuneration Comrmuttee and a
member of the Audit Commuttee Mr Wnigley remains an
Executive Vice Chairman of Rothschild London

The executive Directors have extensive expenence 1n the
housebuslding industry Mike Farley has been wath the
Group for 29 years and has served as Chuef Executive for the
last four years Mike Killoran joined the Group in 1996 and
has been Finance Director for the last 12 years Jeff Farburn
joined the Group 1n 1989 and was appormnted to the Board in
June 2009, having nisen through the ranks of the business

The non-executive Directors have complementary skill sets,
bringing substantial and diverse expertence to the Board
Nicholas Wrigley and Jonathan Davie have considerable
experience of the financial markets and capital raising: David
Thompson and Richard Pennycook have extensive retail
experience tn their current roles as Chairman of Marston’s
plc and Finance Director of Wm Morrison Supermarkets plc
respectively Neil Davidson has extensive expenence in the
regulatory environment, particularty with regard to
competition law: Mark Preston has extensive experience

in retail, commercial and residential property as Chief
Executive of Grosvenor Group Limited Further information
1s provided 1n the Directors’” Biographies on pages 30 and 31

Together the balance of skills, experience and personal
characteristics of the non-executive Directors result in a
diversity of views and opiions to support the executive
Directors and provide excellent advice and judgement on
the formation and implementatron of the Group's strategy:
The Chatrman encourages open and honest debate 1n the
spirit of constructive challenge, which results in hagh quality
decision making 1n all areas of strategy, performance,
responsibility and accountabiity

In accordance with the prninciples of the Cade, there 1s a clear
written diviston of responsibilittes between the Chairman
and Chief Executive which has been approved by the Board.

Key actions of the Board

The Board held its annual strategy meeting in October

The Chief Executive and Finance Director presented theyr
proposed strategy to the Board and the Board recerved a
presentation from their financial advisors. The proposed
new strategy was debated and tested before being finalised
in February 2012. In particular the financial budgets were
stress tested for substantial changes in matters such as house
price movements and mortgage availability The Board’s
approved current strategy 15 set out in the Chief Executive’s
Review on pages 10to 15

The Board met on seven occasions in 2011, including the
annual strategy meeting. There was full attendance by all
Duirectors at Board and Commuttee meetings during the
year, except that Jonathan Davie was unable to attend one
Board and one Audit Committee meeting due to prior
commuitments when the date of the meeting was changed,

The Board has a formal schedule of matters reserved for
its consideration and decisions The schedule includes

the approval of the Group’s strategy, major investments,
annual and half year results, interim management
statements and trading updates, review of performance,
dividend policy, monitoring nsk and ensuring adequate
financial resources are available. The schedule 1s reviewed
annually The implementation of the Board’s strategy and
policies are delegated to the executive Directors and semor
management within the Group

Board diversity and independence

During 2011 the Board requested the Nomunation
Commuttee review the succession planning for the Board,

1n particular non-executive Directors and consider a specific
diversity policy for the Company.

The Company recognises that a diverse workforce can bring
benefits to the Company and by the same measure, the
Board recogruses the value of diversity, including gender
diversity, to the Board and its decision making process
When considering the nomination and appointment of new
Durectors the Normunation Commuttee evaluates nominees
on the basis of skills, knowledge and experience 1n order

to appoinit new Directors on the basis of ment and overall
switability Before any appoimntment 1s finahsed, the Board
will take tnto account the balance of skulls, knowledge,
expertence and diversity on the Board.

Subject to the above principle, the Directors intend to work
towards a meaningful percentage of women on the Board
in line with the recommendation of Lord Davies’ Report,
taking into account the size of the Board. The Board has
requested that the Normnation Commuttee considers a
further appomtment of a non-executive Director tn hne
with 1ts policy on diversity
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Directors’ Report and Corporate Governance Statement continued

Dunng the course of the year the Nomination Commuittee
recommended to the Board and the Board approved the
appointment of Mark Preston, Chref Executive of Grosvenor
Group Limited as a non-executive Director Mr Preston

was appointed to the Board on 9 January 2012 and brings

to the Board a wealth of retail, ressdential and commercial
property experience, complementing the exasting skills of
the non-executive Directors

The Senior Independent Director, David Thompson has
served on the Board now for 12 years and has informed the
Durectors that he will retire at the AGM on 19 Apnl 2012.
When David Thompson retires, the Board has unanimously
elected Richard Pennycook to succeed him as Semor
Independent Director Mr Thompson reures from the

Audit and Remuneration Commttees on 27 February 2012,
but remains a member of the Nomination Commuttee.

Mr Thompson was regarded as independent by the Board
despite hus length of service during 2011

The Board considers the Chairman, Nicholas Wrigley

was independent upon his appointment It also considers the
non-executive Directors Richard Pennycook, Neil Davidson,
Jonathan Davie and Mark Preston to be independent

The non-executive Directors to be led by the new Senior
Independent Director Richard Pennycook have the
appropniate balance of skalls, expersence, independence and
knowledge of the Company to enable them to discharge their
respective duties and respousibnlites effectively

The Company has procedures in place to ensure that
Durectors cisclose any situation tn which they may have an
nterest, direct or indirect which confhets or may posaibly
conflict with the interests of the Company No authonty to
authortse a conflict of interest has been required duning 2011

Re-election of Directors

In accordance wrth Code provision B 71 all Directors

will stand for re-election at the forthcoming AGM except
Dawid Thompson who is retiring The Board’s reasons for
supporting the re-election of the non-executive Drrectors
Nicholas Wrigley, Richard Pennycook, Nerl Davidson and
Jonathan Davie are that they have indivadually produced
excellent performance in their duties and shown a high level
of commitment to their roles Mark Preston having recently
been appointed to the Board 15 also standing for election

i accordance with Article 114 of the Company's Articles

of Association The Board considers that Mark Preston’s
knowledge and experience make him a valuable addition

to the Board.

Performance evaluation and professional development

The Board undertakes a written self-evaluation of its
performance on an annual basis. The Group Company
Secretary provides the Chairman with a report on the
Board’s self-evaluation responses The Chairman makes
recommendations to the Board where appropriate to improve
Board procedures and governance In the past this led to
the introduction of the Board’s annuat strategy meeting,
together with revised agendas and processes to enhance
the management and governance of the Company No new
recommendations were made for improvements in the
Board’s procedures durning 2011.

The Chairman undertakes annual verbal evaluation of

the executive Directors’ performance The non-executive
Directors undertake a verbal annual performance evaluation
of the Chairman, taking into account the views of the
executive Dhrectors. The Chairman undertakes an annual
verbal evaluation of the non-executive Directors

The Board will be carrying out an externally assisted
Board evaluation during 2012 in accordance with Code
provision B6 2

The Chairman has discussed with all Directors their
requirentents for professional development and trauning
and where appropriate this has been provided to Drrectors
All Directors have access to the advice and services of the
Group Company Secretary and may also seek independent
professional advice and tramning at the Company’s expense,
if 50 required to carry out their duties

The Audit Commuitee, Remunerauon Committee and
Nomunation Commuttee all undertake a written or verbal
self-evaluation of their performance each yearand asa

result of such evaluations a number of procedural changes
have been made to Commuttees’ agendas and procedures to
umprove the flow of information to Directors As an example,
Group Head Office Dhrectors in charge of major support
functions, such as IT and Health and Safety have made
presentations to the Audit Commuttee during the past year
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Directors’ Report and Corporate Governance Statemnent continued

Nomination Comumittee

The current members of the Nomination Commuttee

are Nicholas Wngley (Chairman), David Thompson,

Neil Davidson and Richard Pennycook. John Whate was

a member of the Commuttee tn 2011 untzl hns retirement

on 21 April 2011 The Committee met twice during 2011

to review and consider the composition of the Board and

to make recommendations for a new dwversity pohicy and
the appointment of a new non-executsve Drrector There was
fult attendance by Directors at the Commuttee meetings

The Commuttee did not use a recruitment agency or open
advertising as it did not consider that this would have
assisted 1n the recruitment of a hugh calibre non-executive
Drrector with the right skills to complement the Board.
The Comimuttee recommended Mark Preston to the
Board and he was subsequently appointed with effect
from 9 January 2012 Mr Preston has undertaken a
comprehensive induction with the Company and has

had detailed discussions with the Chairman, Group
Chuef Executive, Group Finance Director, Chairman of
the Audit Commuittee and the Group Company Secretary
Mr Preston 15 also undertaking a programme of visits to
regronal operating businesses and their new housing sites

Remuneration Committee

The Remuneration Commuttee 15 responsible for setting the
remuneration of the Chairman and executive Directors
The current members of the Remuneration Committee

are Jonathan Davie (Charman), Nicholas Wrigley, Neil
Davidson and Mark Preston, the latter being apponted

on 27 February 2012 On Mr Wrigley's appointment as
Chairman of the Board on 21 April 2011, he stepped down
as Charrman of the Commuttee and Jonathan Davie became
Chairman David Thompson retires as a member of the
Commuttee on 27 February 2012 Messrs Davie, Wngley,
Davidson and Thompson served on the Commuttee
throughout 2011

The Commuttee’s key action was to ensure that the executive
Directors’ remuneration was aligned with the Company’s
strategic objectives, taking into account the current housing
market outlook and economic etvironment

The Commuttee met three times during 2011 to consider and
approve the remuneration arrangements for the executive
Directors and the Chairman The Commuttee members all
attended each meeting. Details of the remuneration package
for each Durector serving during 2011 are set out in the
Remuneration Report on pages 41 to 49

The Remuneration Report will be put to shareholders for
approval at the AGM to be held on 19 Apnl 2012

Audit Committee

The current members of the Audit Commuttee are !
Richard Pennycook (Chairman), Jonathan Davie and Mark
Preston, the latter being appointed on 27 February 2012
Nicholas Wrigley was a member of the Commuttee until
the AGM 1n 2011 when he stepped down on becoming
Chairman. David Thompson retires as a member of the
Audit Commuttee on 27 February 2012, having served

on the Commuttee throughout 2011 Richard Pennycook,
as Charrman of the Commuttee has recent relevant
financial expertence as Finance Director of Wm Morrison
Supermarkets plc Jonathan Davie and Mark Preston also
have recent relevant financial experience in their current
roles respectively as Chairman of 1G Group Holdings Plc
and Chief Executive of Grosvenor Group Limited

The role of the Audit Commuttee 1s to monitor the integrity
of the Group’s financial reporting process, monitor the
effectiveness of the Group's internal control, Group Risk
function and nisk management systems; review reports from
the Risk Commuttee and the Group Risk Manager: monttor
the statutory audit of the annual and consolidated accounts,
review and monitor the independence of the Group’s external
auditor; the provision of additzonal services to the Group by
the auditor and oversee the Group’s relationship with them

The Commuttee met on four occasions during 2011 and all
members were 11 atterrdance at each meeting, save that Mr
Davie did not attend one meeting The Commuttee regularly
meets the auditor without the presence of the Company’s
management. The Commuttee’s Chairman also meets the
Group Risk Manager without the Company’s management
being present, at least once each year.

The key actions of the Commuittee during the year have been

« oversight of the Group’s health and safety strategy
and policies,

+ assessment of the release of NRV provisions relating to the
Group's landbank,

+ the review of IT strategy and procedures;

« the publication of lead indicator reports bimonthly to
montor the significant nsks faced by the Group;

« review of the Group Risk Register;
+ appointment of new Group Risk Manager

During 2011 the Commuttee reviewed and updated the
Group Risk Register which has been approved by the
Board. The Group'’s principal risks are set out on page 25

The Commuttee formulates and oversees the Company’s
policy on monutoring external auditor objectivity and
independence tn relation to non-audst services The auditor
15 excluded from undertaking a range of work on behalf

of the Company to ensure that the nature of non-audit
services performed or fee income relative to the audit

fees does not compromuse or 1s seen (o compromuise the
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Directors’ Report and Corporate Governance Statement contrnued

auditor’s independence, objectivity or integnity. The auditor
15 therefore not allowed to carry out appraisal or valuation
services, management funcuons and hitigation support,
actuanal services, legal, accounting or remuneration services
on behalf of the Company From ume to time non-audit
services are put out to tender to a number of suitable firms.

The Commuttee has reviewed and 1s satisfied wath the
performance of KPMG Audit plc and therefore recommends
their reappaintment as auditor

Detauls of the audit fee and fees paid to KPMG Audut Ple for
non-audit services are on page 66

The Group has had a whistle-blowing procedure 1n place for
a number of years The whastle-blowing telephone hotline

1s promnently advertised on Group notce boards and is
publicised 1n the Staff Handbook. All employees may raise
concerns about malpractice or improper or potentiatiy illegal
behaviour in confidence without the concern of vicimisation
or disciplinary action

Terms of Reference

‘The Terms of Reference of the Audit, Remuneration and
Nomunation Committees are available on the Company’s
website www corporate persimmonhomes com or from
the Group Company Secretary at the Company’s
registered office

Risk Commuttee and internal control

Effective nsk management 1s critical to the achievement
of our objectives and the long term sustainable growth
of our business

The Board has overall responsibility for the Company’s
system of internal control and for the review of its
effectiveness. It 1s the role of management to implement
the Board’s policies on nsk control through the design

and operation of appropriate internal control systems

All employees have some responsibility for internal control
as part of their responsthility for achieving objectives

'The Risk Commuttee has the delegated task of overseeing

the Board's respons:ibrhities wath regard to nisk and internal
control. Specifically this includes determining appropriate
control procedures and the review of effectiveness of internal
control The members of the Risk Commuttee during

2011 were Mike Farley, Mike Killoran, Jeff Farburn and
Divisional Chief Executives, David Thornton and Nigel
Greenaway plus John White prior to his reurement. The Risk
Commutee 1s supported by the Group Risk Manager The
Risk Commuttee reports to the Audit Commttee which
oversees the Risk Commuttee’s activinies

The Company has complied with the Code provisions on
nternal control, having continued to operate procedures
necessary to implement the guidance 1ssued by The Turnbull
Comrmuttee Report {revised October 2005) throughout

the year

The Audit Committee reviews the internal control and

nisk management systems in relation to the financial
reporung process and in relation to the process of preparing
consolidated accounts,

Semor management from the Finance Department monitor
the Group's financial management and reporting systems
and regularly assess the integnty and effectiveness of the
Group’s accounting procedures. Senior management from
the Finance and Company Secretanal Departments review
financial reports, interim management statements and
trading updates, with appropnate consultation with the
Group’s auditor, ensuning that such reports and statements
are accurate and complete and comply with all relevant
legislatron and regulations. Each operating business and
Group function is required to report to the Group to

ensure that all financial reporting 1s accurate and that all
matters which may be material to the Group as a whole have
been reported to the Board. Senior management reports

its findings to the Audit Commuttee and through that
Commttee to the Board.

The Group Risk Department has facilitated an update to

the Corporate Risk Regsster during the year to reflect the
changing nisk profile facing the Group The results of this
process have been reported to the Risk Commuttee and

have been used to drive a risk focused programme of work
designed to improve bustness processes and increase tnternal
control effectiveness The updated Group Risk Register has
been approved by both the Risk and Audit Commuttees

The Risk Commuttee met five imes duning 2011, ensuring
there has been an ongong process for the wdentification,
evalzation and management of the significant risks that

are faced by the Company The processes that the Risk
Committee has applied 1n 2011 1n reviewing the effectiveness
of the system of internal control include the following

« review of reports produced by the Group Risk Department
on internal control and management of risk,

« review of reports from the Corporate Responsibility
Commuttee (a sub-commuittee of the Risk Commuttee)}
with particular reference to reputational, environmental,
sustainability and social nisks facing the Group,

+ review of representations on nsk and control from all
managing directors of operating businesses following
indiidual reviews of internal control within their
operating businesses,

« review of representations on nsk and control from both
Group and divisional management.
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Drurectors’ Report and Corporate Governance Staternent continued

Members of the Risk Commuttee completed the following
tasks which are essential parts of the Group’s nsk
control framework

« maintainng continuous detaled involvernent 1n
meonitonng and controlling work 1n progress and controls
over land acquisition assessment,

regular site visits and discussion with site based personnel,

» ongoing review of Group performance 1n comparison to
operational forecast and finanaial budgets,

+ involvement 1n each operating business’ board discussions,
particularly operational board meetings where all aspects
of operation and performance were analysed

Upon completion of these processes the Risk Commuttee
formally considers the annual review of the effeciveness of
the Group's system of internal control. Thus review covers

all material controls including financial, operational and
comphiance controls, as well as the Group’s risk management
system The review for 2011 has been completed and
approved by both the Risk and Audit Commuttees

A detailed Group Rusk Department programme of
work for 2012 has been approved by both the Risk and
Audit Commuttees

The Company'’s system of internal control 15 designed to
manage rather than eliminate nsk, in order to achieve
business objectives However, the system does not provide
absolute assurance against material misstatement or loss

Relations with shareholders

‘The Directors recognise that it is important to maintain
goad relations with the Company's shareholders as they
ncreasingly provide perspective on governance matters,
as well as strategy and financial results Mike Farley

and Mike Killoran have responsibility for maintauung
appropriate commumcations with institutional investors
and analysts, advased by the Group’s joint brokers

Merrnll Lynch and Citigroup and financial PR consultants
Citigate Dewe Rogerson

The Company issues regular trading and interim
management statements to the London Stock Exchange as
well as the publication of full and half year finanaal results
The Company provides sharcholders wath access to detailed
presentations of results at its analysts’ presentations, which
can be viewed on a webcast via the Company’s website
Webcasts are available on the Company’s webstte for a
pertod of one year

The Chairman and Seruor Independent Director maintain
contact with major shareholders to understand their 1ssues

or concerns The Company monutors the consutuents

of its share register to ensure that its investor relattons
communications are appropriately targeted at its shareholder
base The Board 1s provided with reports and feedback from
Drrectors’ presentations and meetings with both sharcholders
and analysts All Directors attend the Company’s AGM and
are available to answer questions at the meeting or privately.

The UK Corporate Governance Code 2010

The Company complied with the Code throughout 2011 and
continues to review Its governarice procedures to maintain
proper control and accountability The Code 1s available from
the Financial Reporting Council, telephone 0207 492 2300 or
online at www frc org uk.

Other Disclosures

Principal activines

Persimmon Plc (the *‘Company’) 1s the holding company

of the Perssmmon Group of compames (the ‘Group’) and

ts a public company, listed on the London Stock Exchange
The principal activity of the Group 1s housebuildinig, which
1s carried out within the Umited Kingdom and 1s unchanged
from last year The Group's main trading compantes

are Perssmmon Homes Limited and Charles Church
Developments Limited The Group trades under the brand
names of Perssmmon Homes, Charles Church, Westbury
Partnerships and Space4

The subsidiary undertakings which principatly affect the
profits and assets of the Group are hsted in note 31 to the
financial statemnents

Business review and Corparate Governance Statement

In accordance with the requirements of the Companies
Act 2006, pages 2 to 28 of this Annual Report form the
Business Review section of this Directors’ Report. Thus
Business Review contains a review of the development
and performance of the Group's business during the year
and the position at the end of the year with analysis using
Key Performance Indicators The Business Review 1s the
management report for the purpose of DTR 4 1 8R

A description of the Group’s future prospects, research and
development, the principal risks and uncertainties facing
the business and details of the Group’s use of financial
mnstruments are also contained within the Business Review
Details of the financial nsk management objectives and
policies of the Group and associated risk exposure are given
in niote 22 to the financial statements
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Directors’ Report and Corporate Governance Statement continued

Results and doidend payment

The Group’s revenue for 2011 was £1,535 0m and1ts
consolidated profit before taxation was £1472m

An nterim dvidend of 4 Op per share was paid to
shareholders on 13 December 2011 and it 1s proposed to
pay a final dvadend of 6 Op per share on 15 June 2012 to
shareholders on the register at the close of business on

11 May 2012, making a total for the year of 10.0p per share
(2010 7 5p per share} A dividend remnvestment plan, which
enables shareholders to invest therr dividend 1n ordinary
shares, 1s available 1n respect of the final dividend and the
final date for receipt of elections 1s 23 May 2012 Further
details are available from our Registrars, whose contact
details can be found on page 97

Gaing concern

After completing a full review, the Directors have a
reasonable expectation that the Group has adequate
resources to fund its operations for the foreseeable future
For ths reason they continue to adopt the going concern
basis 1n preparing the accounts

Further detauls are provided in note 2 to the financial
statements

Sigrificant shareholdings

As at 31 December 2011 and as at the date of this report the
Company had been notified under the Firancial Service
Authority’s Disclosure and Transparency Rule 5 of the
following interests of the voting rights of the Company-

Percertage
Number of oftotal  Nature of

Name voting nghts  votng nghts holdng
Allanz SE 18,098,600 603 Drectd

Indirect
Amenpnse Pinancial 15,321,121 508 Diect&
Inc and subsidianes Indirect
AXA SA 14,823,488 497 Drrect &

Indirect
Tempieton Foreign Fund 14,827,805 494  Indrrect
Aberdeen Asset 14,166,097 470  Indrrect
Management’s
subsidianes
BlackRock inc 13,818,947 459  Indrect
Legal & General 11,971,510 398 Direct
Group Plc

Drrectors and Directors” interests g

The current Directors of the Company and their brographical
details are shown on pages 30 and 31 John White was alsoa
Durector of the Company dunng 2011 until he reured from
the Board on 21 Apnil 2011 Mark Preston was appointed

to the Board on 9 January 2012 None of the Directors have
any contracts of sigmficance with the Company Details of
the executive Directors’ service contracts are given in the
Remuneration Report on page 45

Sif Pue ABereas

The beneficral and non-beneficial interests of the Directors
and their connected persons n the shares of the Company
at 31 December 2011 and as at the date of this report are
disclosed in the Remunerahion Report on page 49 Detas
of the interests of the executive Directors in share options
and awards of shares can be found on page 48 within the
same Report

BOURLLIOLEH

Appomntment and replacement of Directors

n number Directors may be appointed by the Company by
ordinary resolution or by the Board of Directors A Director
appointed by the Board of Directors holds office until the
next followang AGM and 1s then eligible for election by

the shareholders The Company may by special resolution
remove any Director before the expiration of his term

of office

Directors shall be no less than two and no more than fifteen g

serouea

At each AGM at least one-thuird of the Directors shall retire
from office and shalt be eligible for reappointment In any
event each Director shall retire from office and shall be
eligible for reappointment at the AGM held 1n the third
year following hs last reappointment. In accordance with
the Company’s Articles of Association (‘Articles’) and the
Code a non-executive Director who has been 1n office for
more than nine years consecutively shall retire at each AGM
and shall be ehigible for reappotrent In accordance with
Code provision B 71 the Board has determined that all
Directors wall in any event be subject to annual re-election
by shareholders

The office of Director shall be vacated if the Darector resigns
by notice in writing to the Company; or offers in writing

to resign and the Directors resolve to accept such offer;

or a bankruptcy order or interim order 1s made against

the Director or the Director makes any arrangement or
compaositton with his creditors generally; the Director 1s,

or may be, suffening from mental disorder; 1s absent from
meetings of Directors for six successive months without
permussion of the Directors, becomes prohubited by law from
acting as a Darector; or ts removed from office by notice in
writing served upon him by all co-Directors

LOGELLLOLS JAL0)
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Directors’ Report and Corporate Governance Statement continued

Powers of the Directors

The business of the Company shall be managed by the
Darectors who may exercise all the powers of the Company,
subject to the Articles, the Companies Act 2006 and any
directions given by the Company 1n general meetings In
particular the Directors may exercise all the powers of the
Company to borrow money, 1ssue and buy back shares with
the authonty of shareholders, appoint and remove Directors
and recommend and declare dividends

Caputal structure

The following description summanses certain provistons of
the Articles (adopted by special resolution passed on 22 Apnl
2010) and the Companies Act 2006 This 1s only a summary
and the relevant provisions of the Companies Act 2006

and Artcles should be consulted if further information 1s
required A copy of the Articles may be obtained by writing
to the Group Company Secretary at the registered office

Amendments to the Articles of the Company may be
made by way of special resolution in accordance with the
prowisions of the Compames Act 2006

Share capital

The Company has one class of share, being ordinary shares
with a nominal value of 10p each, which carry no nght to fixed
income At 27 February 2012 the 1ssued share capital of the
Company was 302,591,431 ordinary shares (including shares
held in Treasury) with a nomuinal value of £30,259,143 Further
details are provided in note 24 to the financial statements.

Shares may be 1ssued with such preferred, deferred or other
nights or restrictions, whether in regard to dividend, return
of capital, or voting or otherwise, as the Company may from
time to time by ordinary resolution deterrmne (or fathing
such determtnation as the Directors may decide), subject

to the provasions of the Companies Act 2006 and other
shareholders’ nnghts There are no securities carrying special
nghts with regard to control of the Company

The Directors may allot, grant options over, or otherwise
dispose of shares in the Company to such persons (inctuding
the Directors themselves) at such times and on such terms as
the Directors may think proper, subject to the Articles, the
Compamies Act 2006 and shareholders’ nghts At the AGM
on 21 April 2011, shareholders gave Directors authonty to
1ssue up to 33 3% of the 1ssued share capital (excluding shares
held in Treasury at that date), being an aggregate nominal
amount of £10,029,025 and to disapply pre-emption rights
on the 1ssue of shares up to 5% of the 1ssued share capital,
betng an aggregate nominal amount of £1,512,957 These
authorities will expire at the conclusion of the AGM on

19 Apnl 2012 Resoluttons to renew these authortties wilt

be put to shareholders at the forthcoming AGM

Votes of members

All 1ssued shares in the Company are fully pard and there
are currently no restrict:ons on voting rights Votes may
be exercised 1n person, by proxy, or in relation to corporate
members by a corporate representative The deadline

for delivering exther wnitten or electromic proxy forms

15 rtot less than 48 hours before the time for holding the
meeting To attend and vote at a meeting a shareholder
must be entered on the Register of Members at a time that
1s not more than 48 hours before the ime of the meeting
calculated using workeng days only

On a vote on a show of hands each member being

an individual present in person or a duly authonsed
representative of a corporation has one vote Each proxy
present in person who has been appointed by one member
entitled to vote on a resolution has one vote If a proxy has
been appomnted by more than one member and has been
given the same voting instructions by those members,

the proxy has one vote If a proxy has been appointed by
more than one member and has been given confhicting
instructions, or instructions to vote for or against by one
member and discretion by another, the proxy has one vote
for and one vote against a resolution. On a vote on a poll,
each member present 1n person or by proxy or by a duly
authorised representative has one vote for each share held
by the member

Details of employee share schemes are set out 1n note 30
of the financial statements The Trustee of the Perssmmon
Employee Benefit Trust may vote or abstan as 1t sees fit.

Dividends and distributions

The Company may by ordinary resolution declare dridends
not exceecding the amount recommended by the Directors,
subject to statute The Directors may pay interim dividends
and any fixed rate dividend whenever the financial position
of the Company, 1n the opimion of the Directors, justifies

its payment

All dividends and interest shall be paid (subject to any lien
of the Company) to those members whose names are on the
Register of Members on the record date, notwithstanding
any subsequent transfer or transmussion of shares
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Darectors’ Report and Corporate Governance Statement continued

Transfer of shares

There are no restrictions on the transfer of secunties in

the Company. Any member may transfer their shares in
writing in any usual or common form or 1n any other form
acceptable to the Directors and permutted by the Compantes
Act 2006 and the UK Listing Authonty The Company 1s
not aware of any agreements between sharcholders that may
result 1n restrictions on the transfer of shares or that may
result 1n restrictions on voting rights

Qualifyrng third-party indemmty provisrons and qualifying
pension scheme indemmity provisions

The Company has not 1ssued any quahfying third-party
indemmity provision or any quahifyrng pension scheme
indemnity provision.

Signtficant agreements

One significant agreement contains provisions entithng the
counterparttes to exercise termination or other rights in the
event of a change of control of the Company

Under the £300 mullion creduit facility dated 1| Apmii 2011
disclosed 1n note 22 of the financial statements all amounts
become due and payable under the termns of the facility 1if any
person or group of persons acting 1n concert gains control

of the Company

‘Control’ has the same meanng as section 450 of the
Corporation Tax Act 2010 and ‘acting tn concert’ has the
meaning given to it tn the City Code on Takeovers and
Mergers Change of control s deemed to occurif at any time
any person, or group of persons acting 1n concert, acquires
control of the Company

The Company does not have agreements with any employee
(including Directors) that would provide compensation

for loss of office or employment resulting from a takeover,
except that provisions of the Company’s share schemes

may cause options and awards granted to employees under
such schemes to vest on a takeover Details of compensatton
payable to Directors if their employment 1s summarily
terminated in breach of contract are provided in the
Remuneration Report on page 45

Essential contracts or arrangements

The Company 1s required to disclose any contractual or other
arrangements which it considers are essential to its business
The Group has a wide range of suppliers for the production
of new homes Whulst the loss of or disruption to certain of
these arrangements could temporarily affect the Group's
business, none are considered to be essential The Group

15 not dependent upon particular customers for the sale

of its products as a significant majonty of its sales are to
private individuals

Supplier payment policy

It 1s the Group’s policy to agree payment terms with its trade
creditors and other suppliers on an individual contract

basis at the timme the goods and services are ordered rather
than following a standard code The policy 1s to ensure that
suppliers are made aware of the terms of payment and to
abide by the agreed terms once satisfied that the goods or
services have been provided in accordance with the contract
terms and conditions. The Company'’s average creditor
payment pened at 31 December 2011 was 17 days

(2010 24 days).

Employee involvement

The Group places considerable value on the involvement
of its employees and has continued to keep them informed
on matters affecting them as employees and on the various
financial and economic factors affecting the performance
of the Group Each of the Group's operating businesses
maintains employee relations and consults employees as
appropriate to its own particular needs Internal Group
magazines are published twice a year and distributed to

all employees to ensure that they are kept well informed

of the Group’s operations. In addition, information
concermng the financral performance of the Group 1s

sent to each operating business for circulation Further
information can be found 1n our Sustainability Report at
www corporate.persunmonhomes.com

The Company makes various benefit schemes available

to employees, including a Savings-Related Share Option
Scheme which encourages the involvement of employees
in the Group’s performance All permanent employees are
encouraged to participate, subject to having six months’
service at the date of grant of options
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Directors’ Report and Corporate Governance Statement continued

Equal opportunities

The Company's policy 15 to have equal opportunities

for traiming, career development and promotion for all
employees regardless of race, colour, nationality, ethaic
ongn, religion or behef, gender, sexual onentation, political
beliefs, marital or civil partnership status, age, pregnancy

or maternity or disabtlity Applications for employment

by disabled persons are always fully cons:dered with
appropnate regard to the aptitude and abilities of the person
concerned [n the event of an employee becoming disabled
every effort 1s made to ensure that their employment with
the Group continues, that appropnate training 1s arranged
and any reasonable adjustments are made to their working
environment. It 1s the Group’s policy that the training, career
development and promotion of disabled persons should, as
far as possible, be 1dentical to that of other employees

Charitable and political donations

The Group has made donations of £94,000 (2010- £93,000)

to charitable organisations dunng the year largely to support
the training of apprentice stonemasons at York Minster
Further details of the Group’s community involvement and
chantable activities can be found in the Sustainabihity Report
on our website at www corporate.persimmonhomes com

No political donations were made during the year

Acquisition of own shares

At the AGM held on 21 April 2011 shareholders granted
the Cempany authorsty to purchase up to an aggregate
of 30,117,192 of its own shares No shares have been
purchased to date under this authority and therefore at
31 December 2011 the authonty remained cutstanding
This authority expires on 19 Apnl 2012 and a resolution
to renew the authonty will be put to shareholders at the
forthcoming AGM

At 1 January 2011, the Company held 1,419,508 shares

in treasury (0 47% of the 1ssued ordinary share capital at
that date excluding treasury shares) which had previously
been purchased under authorittes granted by shareholders
Durning 2011 1,017,482 of these shares (representing 0 34% of
the 1ssued ordinary share capital excluding treasury shares
at 31 December 2011) with a norinal value of £101,748

were transferred to Directors and employees to satisfy the
exercise of share options or awards under the Group’s various
share schernes, for a total cash consideration of £2,414,155
At 31 December 2011 the Company held 402,026 shares in
treasury, representing 0 13% of the 1ssued share capital of
the Company at that date, excluding treasury shares

Annual General Meeting

The AGM will commence at 12 noon on Thursday 19 April
2012 at York Racecourse, Knavesmire Road, York YO23 1EX.
The notice of the meeting and an explanation of the ordinary
and special business 1s given 1n the accompanying circular

Auditor

A resolution for the reappointment of the auditor KPMG
Audit Ple will be proposed at the AGM.

Audit statement

The Directors who held office at the date of approval

of this Report confirm that, so far as they are each aware,
there ts no relevant audit information of which the
Company’s auditor ts unaware and that each Director
has taken all the steps that he cught to have taken as a
Director 1n order to make himself aware of any relevant
audit information and to establish that the Company’s
auditor 15 aware of that informateon This confirmation
15 given and should be interpreted 1n accordance with
the provisions of section 418 of the Companies Act 2006

Drrectors’ responsibihity

The Directors are responsible for prepaning the Annual
Report and financial statements 1n accordance wath
applicable law and regulations Further details are provided
on page 50

By order of the

Neil Francis
Group Compariy Secretary
27 February 2012

Persimmon Plc
Company Registration Number- 1818486
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Remuneration Report

The Board of Directors presenis its Remuneration Report for
the year ended 31 December 2011 A resolution to approve
this report wall be proposed at the Annual General Meeting
to be held on 19 April 2012 Thus report has been divided into
two sections for audited and unaudited information. The first
section of this report 1s unaudited.

Remuneration Committee

The Remusnteration Commuttee (the ‘Commttee’) 1s
responsible for setting the Chairman’s and each executive
Dhrector’s remuneration The executive Directors are
Mike Farley, Group Chief Executive, Mike Killoran,
Group Finance Director and Jeff Faarburn, Group
Managing Director

The Commuttee’s terms of reference are regularly
reviewed by the Board and the current terms of reference
were adopted on 23 February 2011 Copies of the terms
of reference are available on the Company’s websate,
www corporate perssmmonhomes com or from the
Group Company Secretary

The Commuttee ts compnsed of four non-executive
Directors Mark Preston s appomnted to the Commuttee on
27 February 2012, replacing Davad Thompson who retires
from the Commuttee on that date The other Commuttee
members served throughout the year to 31 December 2011

Date of Date of
appontment to retremant from
the Committeg  the Commitiee

Jonathan Dawvia (Chairman) 1 .Jan 2010 -
Nicholas Wrigley 18 Dec 2007 -
Neill Davidson 25 Feb 2004 -
Mark Preston 27 Feb 2012 -
Dawvid Thompson 19 Aug 1999 27 Feb 2012

Jonathan Davie was appointed Chatrman of the Commuttee
on 2t April 2011, prior to that date, Nicholas Wrigley was

the Commuttee Charrman The Commuttee met three times
during 2011 to consider and approve the remuneration
arrangements of the executive Directors and the Chairman
All members attended each meeting. No Director 1s involved
in any discussion about his own remuneration.

During the year the Commutiee reviewed the remuneration
policy for the executive Directors and the Chairman
They have

» considered the level of the executive Directors’ basic
salanes,

+ set the performance conditions and targets for the annuat
bonus scheme;

» agreed to introduce annual bonus clawback arrangements,

considered whether to make awards under the Long Term
Incentive Plan and the performance conditions attached to
any awards,

considered the executive Directors’ pension arrangements,
and

« constdered the level of the Chairman'’s fees

The Commuttee has also reviewed the remuneration of
the Group's Divistonal Boards (the level of management
below board level) and of the Group Company Secretary
In carrying out its work during the year, the Commattee
has taken into account pay and employment conditions of
Group employees generally

Remuneration policy for the
executive Directors

The Commuttee’s policy for the executive Directors’
remuneration has not changed, except for the introduction
of annual bonus clawback arrangements The policy 15 to
provide remuneration which 1s performance onentated,
closely aligns the Directors’ interests with those of
shareholders and which wall retain a talented executive team
who can deliver excellent long term Group performance.

To achteve this policy the remuneration of the executive
Darectors 15 made up of different elements of fixed and
performance related pay, wath a significant emphasis on
performance related pay for achievement of stretching
targets The executive Directors’ remuneration package
includes basic salary, participation 1n an annual bonus plan,
long term 1ncentive plan awards, pensions and benefits

The Commuttee considers that the policy for executive
Dhrectors’ remuneration 15 in hine with current market
standards and best practice

Persimmon Pic
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Remuneration Report continued

During the year the Commuttee sought advice from 1ts
independent remuneration consultants New Bridge Street
('NBS’), a trading name of Aon Hewatt (part of the Aon
Corporation) who were appointed by the Commuttee NBS
1 a signatory to the Remuneration Consultants Group Code
of Conduct 1n relation to executive remuneration consulting
in the UK.

Aon Hewitt also provides advice to the Company on the
Group's pension schemes via its actuarial and pension
consultancy division The Commuittee does not consider
that the independence of NBS 1s comprormsed by this
appotntment. In addition, the Comrmuttee consulted
with Mike Farley, Group Clhuef Executive, although

he did not parucipate in any discussion relating to his
OWI rermuneration

Basic salary, pension and benefits are fixed elements of
remuneration and are intended to be at market competitive
levels, based on the executive Dhrector’s experience and
responstbilities Basic salanes are reviewed annually with
increases taking effect from 1 January

The annual bonus plan and long term incentive plan (LTIP)
awards are performance related and intended to incentivise
the executive Directors to achieve stretching performance
targets over the medum and longer term and to align thewr
interests with those of the shareholders

Annual bonus performance conditions are reviewed
annually by the Commuttee to ensure that performance
condiions take 1nto consideration the outlock for the Group
over the medium to long term and are appropnate from a
risk perspective

LTIP awards are designed to align the executive Directors’
interests with the Company’s longer term financial
performance and with the interests of shareholders The
Commuttee reviews annually whether LTIP awards should
be granted to executive Directors and the level of any
awards made

The Commuttee also determines the performance conditions
attached to new LTIP awards to ensure that the conditions
are stretching and appropriate to current market conditions
and the Company's strategy

The Board's policy 1s to also make LTIP awards to semor
management to incentivise them to achieve excetlent long
term financtal performance, align their interests with the
executive Directors and to help retain key individuals.
The value of LTIP awards granted is based on semorty
The same performance conditions are attached to awards
made to semor management as apply to awards made to
executive Directors,

In addition, the Board has a policy to make invitations under
the Company’s Savings-Related Share Option Scheme to all
permanent employees with more than six months’ service,

to encourage the interest of all employees in the financial
performance of the Group

During 2011, the Commuttee considered whether

a non-financral target, taking inte consideratron
environmental, soctal and governance matters, should
compnse part of annual bonus or LTIP award performance
conditions for 2012 The Commuttee concluded that financial
targets are more appropnate for the executive Directors at
this time and that there are appropriate procedures 1n place
throughout the Group to ensure that non-financial matters
are carefully considered and are integral to the Group’s
business operations The Commuttee also considered the
level of risk associated with the remuneration policy and
concluded that there are sufficient safeguards in thus regard.

Overall, the Commuttee considers that the balance of
performance conditions in the annual bonus and any long
term incentive plan awards will provide a good Link to the
business strategy

The Commuttee has considered the pay and employment
conditions of Group employees generally and taken these
mto account when determining the remuneration of

the executive Directors Performance related pay makes
up a significantly hugher proportion of remuneration

for the executive Directors and sentor employees than
for employees generally, reflecting the role of these
indmviduals in managing the business to achieve the
Group's strategic targets

If challenging performance conditions attached to variable
pay are achieved in full, a significant proportion of an
executive Director’s remuneration package for 2012 wall
be performance related.

Full details of both the quantum of the individual
components of the packages payable to executive Directors
and the structure of annual bonus and LTIP awards,
including details of the performance conditions are

as follows
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Remuneration Report continued

Basic salary

“The Committee awarded Mike Farley and Mike Killorana
3% tncrease in their basic salanes on 1 January 2012, after
taking into consideration Group employees’ salary increases
1n 2011 and general market conditions Jeff Furburn's salary
was increased to £360,000 upon his promotion to Group
Managing Director reflecting the 1ncreased responsibilities
and duttes his new position will involve, in addition to
recogmising hus increased expertence Basic salaries are as set
out below

2m2 2011
Mike Farley £678,800 £659,000
Mike Killoran £441,500 £428,600
Jeff Farrburn £360,000 £300,000

Generally, monthly pard employees throughout the Group
received a 3% basic salary increase in 2011

Annual bonus

Annual bonuses are performance related and non-pensionable
The atm of the Comrmuttee 1s to set stretching targets which
will incentivise the executive Directors to achieve excellent
performance and reward them for doing so

The performance condition for 2011 annual bonuses was
based on Group profit before tax pre exceptional iterns
and goodwnll impawrment (the ‘Profit Measure’), with the
following shding scale set around a target of £119m (where
half the maximum potential would have been earned):

Profit measure Borusasa
Target range for 2011 percentage of safary
Thrashold £101 mullon 5%
Target £119 mikon 50%
Maximum £2150 rmilion 150%

The Profit Measure for 2011 was £148 1m, and exceeded
that of the previous year by 55%, as a result, annual bonus
payments for 2011 wall be made at 147% of basic salary

The Commuttee has decided that annual bonuses for 2012
will again be based on a Profit Measure performance

target, as 1t considers that this performance condition will
incentvise the Directors in line with the Group’s strategic
prionties, which as can be seen on page 9 of the Business
Review, include contimung to rebuild profit margins, which
supports the Capital Return Plan.

The Commuttee has agaun determined an appropriate shding
scale around a target figure for bomases equal to 50% of
basic salary In determiming the target figure the Commuttee
has taken 1nto consideration the current market conditions
faced by the housebuilding industry and the Group’s

budget. The new target 1s based on budget figures which

are commercally sensitive, but which will be disclosed in the
next Remuneration Report

‘The maximum bonus level which can be earned by the
executive Directors wall be capped at 150% of salary for 2012,
which has not changed since last year Consistent with best
practice, to earn maxunum bonuses, the executive Directors
will need to meet very stretching performance levels

above target

Any bonus earned 1n excess of 100% of basic salary wll

be granted 1n awards under the Company’s Bonus Share
Scheme {‘Bonus Shares’), which vest 1n two equal tranches
one year and two years after the date on which the Bonus
Shares were granted A dividend equivalent 1s payable on
awards that vest based on dividends with record dates
occurring between date of grant and date of vesting.

The Commuttee considers that this bonus opportumty s
broadly comparable in terms of quantum and structure to
that on offer at the other major hsted UK housebuilders

Duning the year the Commuttee agreed that in line with best
practice, 1t would introduce a clawback arrangement for
annual bonus earned from 1 January 2012 The clawback
arrangement allows for the Commuttee to recover annual
bonuses made due to an error or nmusstatement or if a
Director 15 guilty of gross misconduct, which substantially
affects the Company’s financial performance or reputation.
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Remuneration Report continued

Long Term Incentive Plan (‘LTIP’)

The executive Directors may be granted awards under the
Company’s LTTP up to a maximum value of 250% of basic
salary LTIP awards vest after a three-year performance
period if the performance conditions attached to the awards
are met and may be exercised for a pertod of up to 10 years
from the date of grant, once they have vested

During 2011 Mike Farley recerved an LTIP award of 200%
of hus basic salary and Mike Killoran and Jeff Fairburn
recewved LTIP awards of 150% of their basic salary

LTTP awards granted in 2009 are due to vest in Apnl 20k2
The performance conditions relating to these awards

were half of the award based on TSR versus a comparator
group of the constttuents of the FTSE 250 Index (excluding
investment trusts) as at the date of grant and half based on
cash generation targets The vesting schedule for the TSR
condition was 25% of the award for median performance,
with shiding scale increases unul full vesting at or above
upper quartile performance The TSR condition has been
partly met and 76% of this half of the awards will vest

The cash generatton performance target was £400m for 25%
of this part of the award to vest, nsing to £600m or more for
full vesting of this part of the award Actual cash generation
over the three-year pertod was £710 8m and all of this half
of the award will vest on the third annmiversary of the date
of grant The total vesting on awards granted in Apnil 2009
will therefore be 88%

A divtdend equivalent 15 payable on awards that vest based on
dividends with record dates occurring between date of grant
and date of vesting

In view of the Board's new strategy, the Commuitee wall
be consulting major shareholders on a new long term
incentive plan to incentivise executive Directors to achieve
the Company’s new demanding capital return plan targets
Following consultation the Board intends to call a general
meeting to seek shareholder approval of the Commuttee’s
proposals

No new long term wcentive plan awards will be made until
after the consultation has been completed. The Commtiee
expects any awards made under a new long term incentive
plan approved by shareholders to be linked to performance
conditions based on Capital Return Plan targets

Pension

Basic salary s the only element of an executive Director’s
remuneration which 1s pensionable The executive Directors
are members of the Persimmon Plc Pension and Life
Assurance Scheme (the ‘Scheme’), the Group’s main defined
benefit penston scheme Accrual 1n the Scheme 1s based on
a career average revalued earmings basis for all members

The normal retirement age for Mike Farley and Mike
Kiulloran 1s 60 and their accrual rate 1s 45ths. Jeff Fairburn's
normal retirement age 1s 65 and hus accrual rate 1s 60ths.

Mike Farley elected not to accrue any further service in

the Scheme after Apnil 2006 2nd 1nstead receives a salary
supplement of 30% of basic salary, which the Commuttee
considers 15 cost neutral to the Company However his
pension will continue to be based on his pensionable salary
at the date of leaving the Group or the Scheme and he
rematns a member of the Scheme for hife insurance purposes

A salary cap for pension purposes was introduced for Mike
Farley 1n 2007 and his current pensionable salary 1s £450,077,
substantially below his basic salary His pensionable salary
will increase annually by the same rate as any increase in hus
basic salary, up to a maximum of 5% pa. On 1 July 2012, the
start of the Scheme year, Mike Farley's penstonable salary cap
will increase by 3% to £463,579
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Remuneration Report continued

Mike Killoran 15 ehigible to earn pension in the Scheme on
his full basic salary for service between 6 Apnil 2006 and
30 September 2010

From 1 October 2010, following the government’s
announcement that it would lower tax allowances for pension
saving, the Commuttee reviewed the pension provision

for semor executives It agreed to reduce Mike Killoran’s
pensionable salary to a level which would enable him to

earn pension m the Scheme equal to the annual allowance

Mike Killoran's current penstonable salary 1s £140,625

As a result of the reduction in Mike Killoran's pensionable
salary, the Commuttee has decided that he will be paida
salary supplement of 30% of the difference between hus basic
salary on 1 July each year and his capped pensionable salary
for post 1 October 2010 service

Jeff Faurburn 1s subject to a Scheme pensionable salary cap
of £129,600, which increases on 1 July each year in line wath
mcreases in the Retaul Price Index

In addition Jeff 1s also a member of the Group’s stakeholder
pension scheme He receives a Company contribution into
his Group stakeholder policy of 9% of the difference between
the Scheme cap and £80,303, being an amount which would
take hus pensionable accrual/contributions up to the annual
allowance for tax relieved pension saving

As a result Jeff Farrburn does not earn pension on hus total
basic salary; the Commuttee has agreed that he will also be
paid a salary supplernent of 9% of the difference between
his pensionable pay and hus basic salary This arrangement
1s tn place for ather employees within the Group below
Board level whose benefits in the Scheme are hmted to the
Scheme pensionable salary cap and who wish to Limut thewr
pensionable pay to the annual allowance

Other benefits

Benefit provision for executive Directors 1s comprised of
fully financed cars or cash car allowance, membership of the
Group private medical scheme, life assurance benefits, the
Group income protection scheme, subscriptions and some
telephone costs.

All employee share scheme

The executive Directors may also participate 1n the
Company's Savings-Related Share Option Scheme, which
1s apen to all permanent employees who have more than
six months’ service.

Executive Directors’ service contracts

The Company's policy 15 for service contracts with
executive Directors to be termunated on no more than
12 months’ notice

The dates of the executive Directors’ service contracts are
as set out below

Date of
contract Effectve from  Notcs penod  Normal expiry
Mike Farley 24 April 1 January 12 months 60th
2002 2002 pirthday
Mike Kiforan 24 Apnt 1 January 12 months 60th
2002 2002 birthday
Jeff Farburn 4 August 1June 12 months 65th

2008 2008

Only where dismissed tn breach of contract ts an

executive Director entitled to payments for termunation of
employment Such payments will be subject to mitigation
by the Director and will not in any event exceed 12 months’
remuneration LTIP and Bonus Share awards are not
contractual entitlements and will only vest under the rules
of those schemes in certain good leaver aircumstances

All of the Directors will retire at the 2012 Annual General
Meeting and are offering themselves for re-election with the
exception of David Thompson Non-executive Directors do
not have service contracts and their terms of appointment
are set out on page 46

bwthday
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Remuneration Report continued

Share ownership guidelines

In order to align the interests of the executive Directors with
the interests of shareholders, the Commuittee encourages
signtficant long term share ownership of the Company’s
shares by the executive Directors Formal share ownership
gwdelines have been 1n place for a number of years to
umplement this pohicy, requining each executive Director to
hold shares in the Company

Value of sharsholdng

requirement Current holding

300% of 850% of

Mike Farley tasic salary basic salary
200% of 540% of

Mike Killoran basic salary basi¢ salary
200% of 57% of

Jeff Farburn basic salary basic salary

Mike Farey and Mike Killoran hold sigmficantly more than
the mimimum Jeff Farrburn does not currently hold the
required mummum He 1s requiced to retain shares receved
as a result of LTIP and other share option grants (except for
sales of shares to pay income tax and National [nsurance
due on the exercise of the award) until he increases his
shareholding to the gudeline

External appointments

None of the executive Directors currently has an external
appointment. The Directors recognise that external
appointments can broaden an indivmidual’s skills and
expertence. [€an executive Drrector wishes to take up an
external appowntment, he must first seek approval from the
Charrman and/or the Group Chief Executive

Chairman

The Commuttee 1s also responsible for setting the Chawrman’s
remuneration. Mr Wrigley has a letter of appointment dated
7 March 2011 to hus role as Charrman He will be paid a fee
of £185,400 p a_ for 2012, an 1ncrease of 3% on hus fee for

2011 Mr Wrigley does not recerve any bonus, penston, salary
supplement or share scheme awards or other benefits

Mr Wiigley was not present when the Commuttee determuned
his fee level for his role as Chairman and does not participate
in any discussion relating to his own remuneration

John White who was Chairman until 21 April 2011 did not
have a service contract, but had a letter of appointment dated
25 February 2009 to his role as Group Chauwrman,

Non-executive Directors

The remuneration policy for non-executive Directors 1s

to pay fees commensurate with their duties, which are
non-pensionable Non-executive Directors have letters of
appointment whach set out their duties and responsibilities,
they do not have service contracts Appointments may be
terminated on one month’s notice.

Non-executive Directors do not qualify for performance
related remuneration nor are they eligible for membership
of Group pension schemes A non-executive Director’s letter
of appointment 1s effective from their date of apporntment
as a Director of the Company These dates can be found

on page 31 of the Directors’ Report The Board as a whole
determnes the fees of the non-executive Drrectors The

fees for 2012 have increased by 3% to £51,400 p a., plusan
additional fee of £9,160 pa for extra responsibilities in
chairing a commaittee
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Remuneration Report continued

Performance graph

Shown below 15 the Company’s TSR performance against the FTSE 250 Index over the last five financial years The Board has
chosen this comparator for the 2011 report as 1t 1s a broad index of which the Company 1s a member

GRAPHIC REMOVED

The auditor ts required to report on the information contained in the following part of this report

Schedule of Directors’ emolurnents for the year ended 31 December 2011

Performance Salary Subtotal Defernad
Salanes related cash supplement emoluments  bonus shares 2011 2010
and feas bonus Benefits  bou of pension receved eamed® Total Total
£ £ £ £ £ £ £ £

Chairman
N H T Wngley 142,863 - - - 142,863 - 142,863 57,630
Executive
M E Fartey 859,000 653,000 31,518 197,700 1,547,218 309,257 1,858,475 1,492,780
M H Killoran® 419,071 428,600 34,399 95,563 977,633 201,134 1,178,767 845,945
J Farburry 288,606 300,000 19,153 4,054 611,813 140,785 752,598 508,406
Non-executive
D G F Thompson 49,900 - - - 49,900 - 49,900 53,295
R C N Davidson 58,800 - - - 58,800 - 58,800 57,630
R J Pennycook 58,800 - - - 58,800 - 58,800 53,295
J Davie 56,073 - - - 56,073 - 56,073 48,960
Former Chairman
J White' 100,567 - 288 - 100,855 - 100,855 296,668
Totals 1,833,680 1,387,600 85,358 297,317 3,603,855 651,176 4,255,131 3,414,609

1 The Group's defined benefit pension schema 1s non-contributory As a result the sadary paid to each of Mike Killoran and Jeff Farbum as members accrung serice
in thig scherme was reduced by 9% of ther pensionable salary, wiich would have been the member rate of contnbuton to the scheme Satary refated benefits
reman based on the salanes published on page 43

+ John Whits retirad from the Board on 21 Apdl 201

& Tha performanca related borus for 2011 has been eamed as a rasult of the performanca by raference to PET (bafore exceptonals and goodwilll. As sat out n the
policy sectan annual bonus eamed for 2011 N excess of 100% of basic satary 1s awarded n Borius Shares,

Mr ] Millar, who retired as a Director in April 2006 recerved a fee for 2011 of £12,500 (2010 of £12,500) 1n hus capacity as

a Group Specal Projects Director Mr D H Davidson who retired as Chairman in Apnil 2006 remains Life President and

recerved a fee of £7,500 (2010 £7,500) and benefits of £36,120 (2010 £36,419) for the year to 31 December 2011 Mr G Grewer,

who retired as a Director 1n December 2001 received a fee of £40,000 (2010 £40,000) for his roles as Chairman of the Trustees

of both the Persimmon Plc Pension and Life Assurance Schemne and the Prowting Pension Scheme

Durning the year, no Director waived his entitlement to any emoluments
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Remuneration Report continued

Directors’ pension entitlements

Transfer value of

nat of nitabon

necreass/

Increase/ (decraase) n

Total accrued  Total accrued (decraase)} Transfer Transfer Increase n accrusd

at pension at Increase n acenyed valug at value at  trongfer value, pension less

31 December 31 December n accrued penson 31 Decernber 31 December less member member

20%0 2011 pension et of rtaton) 2010 2011 cocdrbutons  contnbutons

fpa £ pa Epa Epa £ £ £ £
M P Farley 210,483 213,300 2,817 {3.709) 4,483,651 5,223,047 739,396 (90,830)
M H Killoran 67,168 72,470 5,302 3,308 1,0012574 1,138,419 123,845 51,874
J Fairburn 36,430 39,623 3,193 2,084 340,099 364,757 24,658 19,187

In addition the Company contributed £9,527 to Jeff Fairburn’s Stakeholder Pension policy for the year to 31 December 2011
(2010 £11,601)

Directors’ interests in Long Term Incentive Plan awards and Savings-Related Share Scheme options

Exercisa Notional

prce/ Market gan on

Performance market  pnce at exercise

1 January Granted Exercised  Lapsad 31 December Exercisable Expry condiion pnce at date  date of of option

2011 N year n year nyear 2011 from date end date of award  exercise £

MPFarley 187134 - - 187134 - Mar1l Mari8 Dec 10 6770p - -
239,188 - - - 239,988 Apri12 Apr19 Dec 11 39725p - -

280,982 - - - 280,982 Mar13 Mar20 Dec12 4599p - -

- 291722 - - 20,722 Apr14  Apr21 Dec 13 451 8p - -

Total 707,304 291,722 - 187,134 811,892 -
MH Killoran 91,285 - - 91,285 - Marit Mari18 Dec10 6770p - -
2,944m - 2,644 - - Decti May12 ~- 3260p 494 6p 4,972

103,713 - - - 103,713 Apri12  Apri9 Dec11 39725p - -

137,064 - - - 137,084 Mar13 Mar 20 Dec12 4539p - -

- 142,297 - - 142,297 Apr1d4 Apr2i Dec13 4518p - -

- 2,4650 - - 2,465 Dec14 May15 - 365D - -

Total 335,006 144,762 2,944 91,285 385,539 4,972
J Farrburn 13,888 - - 6,944 6,944 Sep1l Sep18 Dec10 3600p - -
2,944 - 2,944 - - Dec1! Mayi12 - 3260p 494 Sp 4,972

31466 - - - 31,468 Apri12 Apri19 Dec 11 39725p - -

83,170 - - - 83,170 Mari13 Mar20 Dec 12 4599p - -

- 88601 - - 99,601 Apri14  Agr21 Dec13 4%18p - -

- 2,465 - - 2,485 Decl14 May15 - 365p - -

Total 131,468 102,066 2944 6,944 223,646 4,972
J wWhite 187,134 - - 187134 - Mar11 Marig Dec10 6770p - -
2,944 - - 2944 = Decii May12 - 3260p - -

Total 190,078 - - 190,078 - -
Total 9,944

granted under the Persmmon Pic Savmgs-Related Share Opuon Scheme 1988, all other awards were granted under the Persimmon Pic Long Term
Incentve Plan 2007

All options and awards were granted for mil consideration The 2011 LTIP awards were made on 4 April 2011 and the 2011
Saving-Related Share Option Scheme grants were made on 12 October 2011
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Remuneration Report continued

Vesting of LTIP awards granted in 2008 was subject to the achtevement of performance conditions based on TSR relative to
the FTSE 100 (med:an to upper quartile TSR for between 25% to 100% of this part of the award to vest) and a range of ROCE
targets (15% 10 22% for between 50% and 100% of this part of the award to vest) The performance conditions for the awards

granted 1n 2008 were not met and therefore awards lapsed 1n respect of these grants dunng 2011
relating to LTIP awards made 1n 2009 are set out on page 44,

‘The performance condit:ons

The performance conditions for 2010 and 2011 awards are based half on TSR versus a comparator group of the consutuents of

the FTSE 250 and half on the Profit Measure targets The TSR performance condition 1s median to upper quartite performance

for between 25% to 100% of this part of the award to vest. The targets for the Profit Measure condition will be disclosed after

the matunity of the awards

The closing price of a share 1n the Company at 31 December 2011 was 470 Op, the lowest closing price 1n 2011 was 374 Op and

the highest closing price in 2011 was 518 5p

Darectors’ interests 1n shares

The interests of Directors serving at the end of the year and of their connected persons in the ord
Company are as shown below:

mary share capital of the

Interests n share

Benaficial holdngs oplions and awards

31 Decomber 1 January 31 December 1 darnuary

2011 201 1 2011

NHT Wngley 26,000 4,000 - -
M P Farley 1,147,753 1,147,753 811,892 707,304
M H Killoran 475,758 472,814 385,539 335,006
} Fairburn 41,214 38,270 223,646 131,468
D G F Thompson 39,655 39,655 - -
R C N Davidson 38,350 38,350 - -
R J Pennycook 643 643 - -
] Davie 10,000 10,000 - -
Total 1,779,373 1,751,485 1,421,077 1,173,778

The Directors’ beneficial heldings represent 0 6% of the Company’s 1ssued share capital as at 31 December 2011 {(excluding

shares held in Treasury)

David Thompson has a non-beneficial interest of 12,155 ordinary shares (2010 12,155 ordinary shares) Otherwase all interests
of the Directors are beneficial There has been no change 1n the Directors” interests set out above between 3t Decemnber 2011

and 27 February 2012
By order of the Board

Jonathan Davie
Chairman Remuneration Committee
27 February 2012
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Statement of Directors’ Responsibilities in respect of the
Annual Report and the Financial Statements

The Directors are responsible for prepanng the Annual
Report and the Group and Parent Company financial
statements 1n accordance with apphicable law and regulations

Company law requures the Directors to prepare Group and
Parent Company financial statements for each financial

year Under that law they are requrred to prepare the Group
financtal statements 1n accordance with IFRSs as adopted by
the EU and apphcable law and have elected to prepare the
Parent Company financial statements on the same basis

Under company law the Directors must not approve the
financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the Group and
Parent Company and of their profit or loss for that period.
In preparing each of the Group and Parent Company
financial statements, the Directors are required to

« select suitable accounting policies and then apply them
consistently;

+ make judgernents and estimates that are reasonable and
prudent,

state whether they have been prepared in accordance with
IFRSs as adopted by the EU, and

prepare the financial statements on the going concern basis
unless 1t 1s tnappropnate to presume that the Group and
the Parent Company will continue 1n business

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Parent Company’s transactions and disclose with
reasonable accuracy at any tume the financial position of the
Parent Company and enable them to ensure that its financial
statements comply with the Compames Act 2006 They have
general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities

Under applicable law and regulattons, the Directors are also
responsible for prepanng a Directors’ Report, Directors’
Remuneration Report and Corporate Governance Statement
that complies with that law and those regulations

The Directors are responsible for the maintenance and
mntegnty of the corporate and financial informatton included
on the Company's website Legislation 1n the UK governing
the preparation and dissermination of financial statements
may duffer from legislation i other jurisdictions.

Responsibility statement of the Directors in
respect of the Annual Financial Report

‘We confirm that to the best of our knowledge-

» the financial statements, prepared in accordance with
IFRSs as adopted by the EU, give a true and fair view
of the assets, habihities, financial position and profit of
the Company and the undertakings included 1n the
consol:dation taken as a whole, and

« the Business Review, which forms part of the Directors’
Report, includes a fair review of the development
and performance of the business and the position of
the Company and the undertakings included 1n the
consolidation take as a whole, together with a description
of the principal risks and uncertainties that they face

By order of the Board

Mike Farley Mike Killoran
Group Chief Executive Group Finance Director
27 February 2012
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Independent Auditor’s Report to the Members of Persimmon Plc

We have audited the finanaial statements of Persimmon Plc
for the year ended 31 December 2011 set out on pages 52 to
93 The finanaial reporting framework that has been applied
in their preparation i1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the EU
and, as regards the Parent Company financial statements, as
applied 1n accordance with the provisions of the Companies
Act 2006.

This report 1s made solely to the Company’s members,

as a body, in accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Qur audit work has been undertaken
so that we mught state to the Company's members those
matters we are required to state to them 1n an auditor’s report
and for no other purpose To the fullest extent permatted

by law, we do not accept or assurne responsibility to anyone
other than the Company and the Company’s members, asa
body, for our audit work, for this report, or for the opiruons
we have formed

Respective responsibilities of Directors
and auditor

As explained more fully in the Directors’ Responsibilities
Statement set out on page 50, the Directors are responsible
for the preparation of the financial statements and for
being satisfied that they give a true and fair view Our
responstbility ts to audit, and express an opinion on, the
financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing
Practices Board's {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial
statements1s provided on the APB’s website at
www.frc.org.uk/apb/scope/private cfm

Opinion on financial statements
In our opinton

» the financial statements give a true and fair view of the
state of the Group’s and of the Parent Company’s affairs as
at 31 December 2011 and of the Group’s profit for the year
then ended,

« the Group financial statements have been properly
prepared 1n accordance with IFRSs as adopted by the EU,

« the Parent Company financial statements have been
properly prepared 1n accordance with [FRSs as adopted by
the EU and as applied in accordance with the provisions of
the Compantes Act 2006, and

- the financial statements have been prepared in accordance
with the requirements of the Companies Act 2006 and,
as regards the group financial statements, Arucle 4 of the
IAS Regulation.

Opinion on other matters prescribed
by the Compames Act 2006

In our opinion

« the part of the Directors’ Remuneratton Report to be
audited has been properly prepared in accordance with
the Companies Act 2006,

+ the information given 1n the Directors’ Report for the
financial year for which the financtal statements are
prepared 1s consistent wath the financial statements, and

» information given 1n the Corporate Governance Statement
set out on pages 32 to 40 with respect to internal control
and nsk management systems 1n relation to financial
reporting processes and about share caprtal structures
15 consistent with the financial statements.

Matters on which we are required to report
by exception
We have nothing to report 1n respect of the followang

Under the Compames Act 2006 we are requured to report
to you if, in our opimon:

« adequate accounting records have not been kept by the
Parent Company, or returns adequate for our audit have
not been recerved from branches not visited by us; or

« the Parent Company financial statements and the part of
the Directors’ Remuneration Report to be audited are not
in agreement with the accounting records and returns; or

» certain disclosures of Directors’ remusteration specified by
law are not made; or

« we have not recewved all the information and explanations
we require for our audit, or

« a Corporate Governance Statement has not been prepared
by the Company

Under the Listing Rules we are required to review:

= the Directors’ statement, set out on page 37, 1n relation
to goung concern,

+ the part of the Corporate Governance Statement on pages
32 to 40 relating to the Company's complance with the
nine provisions of the UK Corporate Governance Code
specified for our review; and

« certain elements of the report to shareholders by the Board

on Dlrectol's‘ uneration

for and on behalf of KPMG Audit Pic, Statutory Auditor

27 Febryary 2012

Persimmon Pie
Annual Report Decernber 2011 51

spoueuy BIURURNOE) SoURLLIOpEY Sy pua ABejeng MENIIAO

U0




Consolidated Statement of Comprehensive Income

For the year ended 31 December 2011

2011 2010
Before Exceptional Before  Exceptional
exceptional items excepuona tems
itamns {note 6) Total tems (note 6) Totad
Note £m £m £m £Em £m £m
Continulng operations
Revenus 5 15350 - 1,535.0 15695 - 15695
Cost of sales {1,3120) 133 (1,298.7} (1,3747) 802 (1,2945)
Gross profit 2230 133 236.3 1948 802 2750
Other operating income 89 - 8.9 109 - 109
QOperating expenses {83 3) - (83.3) 818 - {81 8)
Share of results of jontly controlled entites - - - 02 - Q2
Profit from operations before
impairment of intangible assets 1530 133 166.3 1287 802 2089
Imparrment of ntangible asssets @4 - (4.4) 46 - 46)
Profit trom operations 10 1486 133 161.9 1241 802 204 3
Finance Income 9 75 IAl 14.6 60 74 134
Finance costs 9 (124) (16 9) {29.3) 392 (24 6) 63 8)
Profit hefare tax 1437 35 147.2 a09 630 1534
Tax 111 373) 09 {38.2) 210 {176) {38 6)
Profit after tax
(all attnbutable to equity holders of the parent) 13 106 4 26 109.0 699 454 1153
Other comprehensive income
Nat gain on cash flow hedges 9 - - - 08 - 06
Actuaral gains on defined benefit
pension schemes 29 78 - 7.8 25 - 25
Tax 12 B30 - {3.0} 79 - 79
Other comprehensive income for the year,
net of tax 48 - 48 1o - 10
Total recognised income for the year 1112 28 113.8 809 454 126 3
Earnings per share*
Basic 13 36.1p 383p
Diluted 13 35.9p 381p
Non-GAAP measures —
Undertying earnings per share ¥
Basic 13 36.8p 24 8p
Diluted 13 38.5p 24 6p

1 Eamings per share s calculated n accordance with IAS 33 ‘Eamings Per Share’

i Undenying eamngs per share excludes excepbonal tems and goodwil imparment.
The Company 1s taking advantage of the exemption 1n section 408 of the Companies Act 2006 not to present 1ts individual

imncorne statement.
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Balance Sheets
At 31 December 2011

Group
2011 2010 2011 2010
MNote m £m m £m
Assets
Non-current assets
Intangible assets 14 250.8 2555 3.0 32
Property, plant and equipment 15 28.7 291 1.9 22
frvestrents accounted for using the equity method 161 3.0 28 - -
Investments in subsidianes 16.2 - - 3,205.7 3,1987
Available for sale financial assets 17 164.0 1152 - -
Trade and other recevables 19 27 30 - -
Forward currency swaps 22 - 204 - 204
Deferred tax assets 23 25,2 38.6 21.7 338
474.4 4646 33,2323 3.2583
Current assets
Irnvenitories 18 2,003.4 20732 - -
Trade and other recevables 19 52.8 500 748.9 4379
Forward currency swaps 22 - 71 - 7
Cash and cash equvalents 41.0 126 8 56.5 1080
Current tax assets - - 3.2 -
Assets held for sale 15 20 29 - -
2,099.2 22600 806.6 5563.0
Total assets 2573686 27246 4,0389 38113
Liabilities
Non-current liabilities
Loans and borrowings 20 - {155 5) - (155 4}
Trade and other payables 21 (94.0) (1220) {0.7) 05
Deferred tax labiliies 23 (19.6) (218) - -
Retrement benefit obligation 29 {59.5) (98 3) {59.5) (98 3)
{(173.1) (3976) {60.2) (254 2
Current liabilities
Loans and borrowings 20 {0.1) {48 4} - 482
Trade and other payables 21 {482.4) 463 3) (3,137.4) (26559
Current tax labiliies {78.7) (713 - [(oR)}
{561.2) (5830} (3,1374) (27042
Total liabilities (734.3) (9806) (3,197.6) {29584
Nat assets 1,839.3 1,7440 841.3 8529
Equity
Ordinary share capital issued 24 30.3 303 30.3 303
Share premum 233.6 2336 233.6 2336
Qther non-distnbutable reserve 281.4 2814 4.6 46
Retained samings 1,2904.0 11987 5728 5844
TAtal equity 1,839.3 11,7440 841.3 8529
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Statements of Changes in Shareholders’ Equity

As at 31 December 2011
Cther
Share Share Hedge dmnang Retaned
captal premeim reserve resene eamngs Tatad
£m £m £m £m £m £m

Group
Balance at 1 January 2010 303 2336 04 2814 1,0783 1623 2
Profit for the yvear - - - - 1153 1153
Other comprehensive Income - - 04 - 106 o
Transactions with owners:
Drvidends on equity shares - - - - (S 0) 90
Exercise of share options/share awards - - - - 03 03
Share-based payments - - - - 36 36
Satisfaction of share options from own shares held - - - - {04) 0.4)
Balance at 31 December 2010 30.3 233.8 - 281.4 1,198.7 1,744.0
Profit for the year - - - - 1090 1090
Other comprehensive Income - - - - 48 48
Transactions with owners:
Dmdends on equity shares - - - - {25 6) (256)
Exercise of share options/share awards - - - - (11) (11)
Share-based payments - - - - a7 47
Satisfaction of share options from own shares held - - - - 35 35
Balance at 31 December 2011 30.3 233.6 - 2814 1,294.0 1,839.3

The other non-distributable reserve arose prior to transition to IFRSs, and relates to the 1ssue of ordinary shares to acquire the

shares of Beazer Group Flc in 2001
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Statements of Changes in Shareholders’ Equity continued

Cther
non-
Share Snam  dstibuiable Retased
capital premum raserve eammngs Total
£m £m £m £m £m

Company
Balancs at 1 January 2010 303 2336 46 5574 8259
Profit for the year - - - 220 22.0
Other comprehensive income - - - 1086 10.6
Transactions with owners:
Dwvidends on equity shares - - - (9.0) Qe
Share-based payments - - - 36 36
Satisfaction of share options from own shares held - - - 0.3 02
Balance at 31 December 2010 30.3 233.6 4.6 584.4 852.9
Profit for the year - - - 21 21
Other comprehensive INCome - - - 48 48
Transactions with owners:
Dmdends on equity shares - - - {25.6) {25 6)
Exercise of share gplions/share awards - - - {1.1) {1 1}
Share-based payments - - - a7 47
Satisfaction of share options from own shares held - - - 35 35
Balance at 31 December 2011 30.3 233.6 4.6 572.8 841.3

Duning the year the Company received dividends from wholly owned subsidiary undertakings of £9 5m (2010 £84 6m).

Retained earnings include £29 3m of non-distnibutable items (2010 £29 5m)

The other non-distnibutable reserve arose prior to transttion to IFRSs
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Cash Flow Statements
For the year ended 31 December 2011

Group Group Company
2011 2010 2011 2010
Nots £m £m £m £m
Cash flows from operating activities:
Profit for the year 109.0 1153 241 220
Tax charge/(credd) recogrused in profit or loss 111 38.2 386 11 (11 3)
Finance income 9 {7.5 {60 {0.2) {0.8)
Finance costs 9 12.4 392 18.7 340
Depreciation charge 15 3.8 45 0.3 03
Amortisation of Intangible assets 14 0.3 03 0.2 03
Imparment of intangible assets 14 4.4 46 - -
Impaxrment of nvestments 182 - - - 533
Share of results of jontly controlled entities 161 - 05 - -
Profit on disposal of property, plant and equipment 10 (0.4} 13 - {0 6)
Loss on disposal of assets held for sale 10 - o1 - -
Share-based payment charge 4.2 34 4.2 34
Exceptional tems 5] (3.5) (630) - -
Other non-cash items 25 15 1.8 22
163.4 1377 28.2 1028
Movements i working capital
Decrease in Inventories 83.0 1948 - -
Decrease/{increase) in trade and other recevables 79 55 (306.0) (175 G}
{Decrease)/increase in trade and other payables {42.6) 259 458.6 705
Increase in availlable for sale financial assets {48.8) @72 - -
Cash generated from/used in) operations 162.9 3167 180.8 {17)
interest paid {10.9) (301) {10.3) (182
Payments on canceltabion of swaps - (1 6) - -
Make-whole fees on early redemption of semior loan notes 6 {15.3) (134 {15.3) -
Interest recenved 0.2 14 0.1 08
Receipts on cancellation of swaps 8 741 74 - -
Tax {paid)yreceved (22.1) (54 9) 9.2 63
Net cash infiow/(outflow) from operating activities 1219 2255 160.5 (12 8)
Cash flows from investing activities:
Investment in exasting subsidiaries - - 7.1) -
Investment in existing jointly controlled entities 16 {0.2) - - -
Capital redermnption oy existing subsidianes 16 - - 0.1 -
Purchase of property, plant and equipment {4.0) 83 - {0.5)
Proceeds from sale of property, plant and equipment 1.1 30 - 10
Proceeds from sale of assets held for sale 0.6 04 - -
Net cash (outflow)/inflow from investing activities 2.5) o1 {7.0) 056
Gash flows from financing activities:
Repayment of borrowings 41.4) 527 {41.4) 17
Early redempton of semior loan notes (136.4) (174 4) {136.4) -
Financing transacton costs 3.n - 3.7 -
Finance lease principal payments {0.5) o7 {0.3) -
Share options consideration 2.4 - 2.4 -
Dmdends pad (25.6) Q0 {25.6}) Q0
Net cash outflow from financing activities {205.2) (236 8) {205.0) {t07
Decrease in net cash and cash equivalents 25 {85.8) 1323 {51.5) 230y
Cash and cash equivalents at the beginning of the year 126.8 1380 108.0 131.0
Cash and cash ectuivalents at the end of the year 26 41.0 126 8 56.5 108 0
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Notes to the Financial Statements
For the year ended 31 December 2011

1 Adoption of new and revised International Fitnancial Reporting Standards (IFRSs)
and Interpretations (IFRICs) §

The following new and revised IFRSs and IFRICs have been adopted 1n these consolidated financial statements

The application of these new and revised IFRSs and IFRICs has not had any materal impact on the amounts reported

for the current and prior years but may affect the accounting for future transactions or arrangements Other new standards
and interpretations have no sigmificant impact on the Group

+» [AS 24 (revised) Related Party Disclosures This modafies the defimtion of a related party and simplifies disclosures for
government-related entities Thus has had no impact on the Group’s financial statements

Skdy pua ABens

«+ Amendment to [AS 32 Classification of Rights Issues addresses the classification of cevtain nghts 1ssues denomunated
1n a foreign currency as either an equity instrument or as a financial lability. The Group s not currently involved in any
arrangetments that would fall within the scope of the amendments.

« Amendment to [FRIC 14 Prepayments of a Mimumum Funding Requirement relates to the treatment of early payment
of contributions to cover mummum funding requirements of a pension scheme. Thus has no relevance to the Group in the
current penod.

IFRIC 19 Extingwishing Financial Liabilities with Equity Instruments This provides guidance regarding the accounting
for the extinguishment of a financial hability by the 1ssue of equity instruments. The Group 1s not currently involved 1n any
transactions of this nature

WUBLBND 00 SOURLICHAY

Improvements to IFRSs 1n May 2010 the International Accounting Standards Board i1ssued its third omnibus of
amendments to 1ts standards, which were designed to make necessary, but non-urgent, amendments to IFRSs that wall not
be included as part of a major project. The improvements focus on areas of inconsistency in IFRSs or where clanfication of
wording 1s required. The adoption of these amendments, which are effective from 1 January 2011, did not have any impact
on the reporting of the financial posttion or performance of the Group

Seoueuy

The Group has not apphed the following revised IFRS that 1s EU endorsed but not yet effective:

» Amendment to IFRS 7 Financial Instruments Disclosures - Transfer of Financial Assets. Effective for annual pertods
beginning on or after 1 fuly 2011,

The Group 1s currently considering the implicattons of this amendment It 1s not expected to have a material impact on the
Group's financial staternents

UOeunoLL YD

2 Accounting policies
Statement of comphance

Both the consohidated Group and Parent Company financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) including International Accounting Standards (IAS) and International Financial
Reporting Interpretations Commuttee (IFRIC) interpretations and with those parts of the Companies Act 2006 apphcable

to companies reporting under accounting standards as adopted for use 1n the EU

Basis of preparation

The financial statements have been prepared on the historical cost basis except for the revaluation of certain non-current assets
and financial instruments Historical cost 1s generally based on the fair value of the consideration given in exchange for assets.

Going concern

The Group’s business activities, together with the factors likely to affect its future development, performance and positron

are set out in the Business Review on pages 2 to 28 The finanaial position of the Group, its cash flows, hiquidity position and
borrowing facilittes are descnibed on pages 18 to 24 of the Business Review Further disclosures regarding borrowings are
provided 1n note 20 to the financial statements. In addttion, note 22 to the financial statements includes the Group's objectives,
policies and processes for managing its capital, its financial nsk management objectives, details of its financial instruments and
hedging activities, and its exposures to credit nisk and hquadity risk.

The Directors have assessed the future funding requirements of the Group and the Company and compared it to the level
of long term debt, comrmitted bank facilities and cash resources over the medium term. The assessment included a review
of the financial forecasts and the preparanon of sensitvty anatysis on the key factors which could affect future cash flow
and funding requirements
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Notes to the Financial Statements continued

2 Accounting policies (continued)

The Group’s policy on funding capacty 15 to ensure that we always have sufficient long term funding and committed bank
facilities in place to meet foreseeable peak working capital requirements At 31 December 2011 the Group had cash and
deposits of £41.0m and £300m of undrawn commutted bank facilities available to meet future funding requirements.

At 31 December 2011, the net cash position of the Group was £40 9m (note 26)

Having undertaken this review, the Directors have a reasonable expectation that the Group has adequate resources to fund its
operations for the foreseeable future For this reason, they conunue to adopt the going concern basis in prepaning the accounts

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and 1ts subsicharies up to 31 December
each year The results of subsidiaries acquired or disposed of during the year, are included in the consolidated financral
statements from the effective date of acquisition or up to the effective date of disposal, as approprate Where necessary,
adjustments are made to the financial statements of subsidianes to bring the accounting policies used into line with those
used by the Group. All intra-group transactions, balances, income and expenses are eliminated on consolidation

Business combinations

The acquisition of subsidiartes 1s accounted for using the acquisiion method The subsidiary’s idenuifiable assets, habilities
and contingent liabilities are recognised at their fair value at the acquisition date

Goodwiil

Goodwill ansing on consolidation represents the excess of the cost of acquisition over the Group's interest 1n the fair value

of the identifiable assets, lrabihities and contingent hiabilities of the acquired entity at the date of the acquisition Goodwill
ansing on acqusition of subsidraries and businesses 1s capitalised as an asset Goodwall allocated to the strategic land holdings
15 recognused as an asset, being the intrinsic value within these holdings 1n the acquired entities, which 1s realtsed upon
satisfactory planning permission being obtained and sale of the land. Goodwill 1s subsequently measured at cost less any
accurnulated impairment losses

Goodwill is assessed for impairment at each reporting date by performing a value 1n use calculation, using a discount factor
based on the pre-tax rate unplicit in current market transactions of sumilar assets, covening the expected period of realisation
and considering current market condittons It 1s tested by reference to the proportion of legally completed plots in the period
compared to the total plots which are expected to recewve satisfactory planning permission 1n the remaiming acquured strategic
land holdings, taking account of hastoric experience and market condittons and comparing the carrying value of the assets
with their recoverable amounts Any impairment loss 1s recogmsed immediately 1n the statement of comprehensive income

Goodwll arising on acquisitions before the date of transition to IFRSs has been retained at the previous UK GAAP amounts
subject to being tested for impairment The allocation of this goodwtll for tmpairment testing 1s disclosed in note 14 Goodwall
written off to reserves untder UK GAAP prior to 1998 has not been remnstated and 1s not included in deternining any
subsequent profit or loss on disposal

Brand intangibles

Internally generated brands are not held on the balance sheet The Group carrnes assets on the balance sheet only for brands
that have been acquired. Acquired brand values are calculated based an discounted cash flows. No amortisation 1s charged on
brand intangibles, as the Group believes that the value of the brands is maintained indefinitely The factors that result in the
durabthity of the brands capitalised are that there are no material legal, regulatery, contractual, competitive, economic or other
factors that lumit the useful hife of these intangibles The acquired brands are tested annually for imparrment by performing a
value 1n use calculation, using a discount factor based on the Group's pre-tax weighted average cost of capital, on the branded
incremental iIncome stream

Where a brand’s hife 1s not deemed to be indefinite 1t 1s written off over tts expected useful hife on a straight-line basis.
Revenue recognition

Revenue tn respect of the sale of residential properties 1s recognised at the fair value of the consideration recerved or recervable
on legal completian. The sales proceeds of part exchange properties are included as a reduction in cost of sales
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Notes to the Financial Staternents continued

2 Accounting policies (continued)
Government grants

Grants are included within work 1n progress in the balance sheet and are credited to the statement of comprehensive income
over the life of the developments to which they relate. Grants related to income are deducted from the related expense 1n the
statement of comprehensive income

Other operating ncome

Other operating income comprises profits from the sale of land holdings, freehold reversions, rent receivable, and other
incidental sundry income

Operating expenses

Operating expenses represent the administration costs of the business, which are wnitten off to the statement of comprehensive
tncome as incurred.

Borrowing costs

Interest bearing bank loans and overdrafts are unbally measured at fair value (betng proceeds recerved, net of direct 1ssue costs),
and are subsequently measured at amortised cost, using the effective interest rate method. Finance charges, including direct
155ue costs are accounted for and taken to the staternent of comprehensive income using the effective interest rate method.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessanly take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substant:ally ready for their intended use or sale.

‘Where bank agreements include a legal nght of offset for in hand and overdraft balances, and the Group 1ntends to settle net
the outstanding position, the offset arrangements are apphed to record the net posiion 1n the balance sheet

Exceptional items

Exceptional items compnise items of income and expense that are material in amount and unlikely to recur and which ment
separate chsclosure 1n order to provide an understanding of the Group’s underlying financial performance Examples of events
giving nse to the disclosure of income and expense as exceptional items include, but are not limuted to, reorganisation of
operations and economic events which necessitate a review of asset valuations

Share-based payment

Charges for employee services received in exchange for share-based payment have been made for all options/awards in
accordance with IFRS 2 (Share-based Payment), to spread the fair value of the grant over the vesting period.

The fair value of such options has been calculated using the Binommal Option Pricing Model, based upon publicly available
market data at the pont of grant Share options include both market and non-market conditions Market conditions are
considered 1n the establishment of the initral valuation of the optigns In the event of failure to meet market conditions
share-based payment charges are not reversed [n the event of failure to meet non-market conditions share-based payment
charges are reversed

Share-based payments are charged wholly 1n the ultimate Parent Company, which makes internal recharges to subsidiaries
for these services as appropnate

Retirement benefit costs

The Group operates two defined benefit pension schemes It also operates a defined contribution scheme for employees who
are not members of a defined benefit scheme The hability in respect of the defined benefit schemes 1s the present value of the
defined benefit obligation at the balance sheet date, less the fair value of the schemes assets, together with adjustments for
actuanal gains and losses Further details of the schemes and the valuaton methods apphed may be found in note 29

Expected scheme gains and losses are recoghised via operating expenses in the statement of comprehensive income and
actuarial gains and losses via the statement of other comprehensive income

Subsidiary entittes bear a charge for current employees based upon their current penstonable salaries. Differences between this
charge and the current service cost are borne by the ultimate Parent Company as the legal sponsor, as are all experience gains
and losses

Payments to the defined contribution scheme are accounted for on an accruals basis Once the payments have been made,
the Group has no further payment obligations
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Notes to the Financial Statements continued

2 Accounting policies (continued)
Taxation

Income tax on the profit for the year comprnises current and deferred tax. Income tax 15 recognised 1n the statement of
comprehensive income except to the extent that it relates to items recogmsed directly in equuty, in which case 1t 15 recogmsed

1n equity.

Current tax 15 the expected tax payable on the taxable income for the year, using enacted or substantially enacted tax rates,
and adjusted for any tax payable in respect of previous years

Deferred tax 1s provided using the balance sheet Liability method, providing for temporary differences between the carrying
amounts of assets and liabilities for financaal reporting purposes and the amounts used for taxation purposes. The following
temporary differences are not provided for goodwill, the 1n:tial recognition of assets or habilities that affect neither accounting
or taxable profit, and dufferences relating to investment 1n subsidiaries to the extent that they will probably not reverse in the
foreseeable future The amount of deferred tax provided 1s based on the carrying amount of assets and hiabilities, using the
prevailling tax rates

Where the deferred tax asset recogmised 1n respect of share-based payments would grve rise to a credit 1n excess of the related
accounting charge at the prevatling tax rate the excess 1s recognised directly in equity

A deferred tax asset 1s recogmised only to the extent that it 1s probable that future taxable profits wall be available against which
the asset can be utihsed. Deferred tax assets are reviewed at each balance sheet date

Deferred tax assets and Liabilites are offset when there 15 a legally enforceable right to set off current tax assets against current
tax liabilities when the Group intends to settle its current tax assets and habilities on a net basis

Leases as lessee

Amounts payable under operating leases are charged to work in progress or operating expenses on a straight line accruals basis
over the lease term

Property, plant and equipment

It 15 the Group’s policy to hold property, plant and equipment at cost less accumulated depreciation, subject to the requirement
to test assets for impairment

Depreciation on property, plant and equipment 1s provided using the straight line method to write off the cost less any
estimated residual value, over the estimated useful lives on the following bases:

Plant - 3 to 5 years

Fixtures and fittings — 3 to 5 years

Freehold buildings - 50 years

No depreaation 1s provided on freehold land.

The assets’ useful economiuc lives and restdual values are reviewed and adjusted, 1f approprate, at each financial year end
Anumpairment loss 1s recogmsed for the amount by whuch the asset’s carrying amount exceeds it’s recoverable amount.

Investments
Interests in subsidiary undertakings are valued at cost less impairment Other investments are stated at fair value
Jountly controlled ent:ties

A jontly controlled entity 1s an entity in which the Group holds an interest with one or more other parties where a contractual
arrangement has established joint control over the entity

Investments in jointly controlled entities are accounted for under the equuity method of accounting.
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Notes to the Financial Staternents continued

2 Accounting policies (continued)
Available for sale financial assets

Receivables on extended terms granted as part of a sales transaction are secured by way of a second legal charge on the
respective property, and are stated at fair value as described 1n note 17 Gains and losses arising from changes in fair value
are recogrused tn the other comprehensive income section of the statement of comprehensive income, with the exceptrons
of impairment losses, changes in future cash flows and interest calculated using the effective interest rate method, which are
recogmised within profit for the year Where the asset1s disposed of, or is determined to be impaired, the cumulative gain or
loss previously recognised in other comprehenstve income 1s included 1n the income statement for the period.

Inventories

Inventories are stated at the lower of cost and net realisable value Land wath planning includes undeveloped land and land
under development and 15 initially recorded at discounted cost. Where, through deferred purchase credit terms, the carrying
value differs from the amount that will ultimately be pad in setting the liability, this difference 1s charged as a finance cost in
the statement of comprehensive income over the period of settlement Work 1n progress compnses direct matenals, labour
costs, site overheads, associated professional charges and other attributable overheads Net realisable value represents the
estumated selling prices less all estimated costs of completion and overheads

Investments 1n land without the benefit of a planning consent are imtially included at cost. Regular reviews are carried out to
1dentify any impairment in the value of the land considering the existing use value of the land and the hkelhihood of achieving
a planmng consent and the value thereof Provision 1s made to reflect any irrecoverable amounts

Expenditure relating to forward land, including options and fees, 1s held at cost Tf the option expires or the Directors no longer
consider 1t hikely that the option will be exercised prior to the secuning of planning permussion, the amount is written off on
that date

Trade and other recervables

Trade recetvables on normal terms do not carry any interest, are stated at amortised cost and are assessed for recoverability on
an ongoing basis

Derwatrve financial instruments

The Group uses currency swaps and interest rate swaps to manage finanaal risk. Interest charges are stated after taking account
of these swaps Certain financial liabilities are held in forewgn currencies, which are translated at prevailing exchange rates

The Group enters into cross currency hedges to mitigate exposure to both foreign currency and interest rates on these loans
Cash flow hedging instruments are held at fair value 1n the balance sheet. The effective portion of gains and losses on these
nstruments are taken to the hedge reserve until realised. On realisation such gains and losses are recognised 1n the statement
of comprehensive income

Fair value hedging instruments are held at fair value in the balance sheet with gains and losses recogmised through the
statement of comprehensive income These are offset against gains and losses on the hedged item insofar as the hedges
are effective

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other compantes within

the Group, the Company consuders these to be insurance arrangements and accounts for them as such In this respect, the
Company treats the guarantee contract as a contingent hability until such tume as it becomes probable that the Company will
be required to make a payment under the guarantee

Trade and other payables

Trade payables on normal terms are not interest bearing and are stated at amortised cost. Trade payables on extended terms,
parucularty in respect of land purchases, are imually recorded at therr fair value and subsequently measured at amortsed cost
using the effective interest method

Depostts

New property deposits and on account contract recetpts are held within current trade and other payables until the legal
completion of the related property or cancellation of the sale.
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Notes to the Financial Statements continued

2 Accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents include cash and balances in the bank accounts with no notice or less than three months’ notice
from inception, and are subject to insigmificant nsk of changes in value

Interest bearing borrowtngs

Interest bearing borrowings are carried at amortised cost unless hedged using fair value hedges. Those interest beanng
borrowings hedged using fair value hedges are carried at amortised cost adjusted for the fair value of hedged risks determined
with reference to discounted nsk-adjusted expected future cash flows and application of current foreign market exchange rates

Drvidends

Dwidends recervable from subsidianes are accounted for on a cash basis, or once formally approved by the shareholders of the
subsidiary companies

Dividends payable are recorded in the pertod in which they are approved or patd, whichever 1s earliest
Own shares held

The Group may acquure holdings in its own shares either directly or via employee benefit trusts The acquisition cost of
such shares (including associated purchase costs) 1s treated as a deduction from retained earmings Such shares may be used
1n satisfaction of employee options or rights, in which case the cost of such shares 1s reversed from the profit reserves on

a ‘first in first out’ basis

3 Cntical accounting judgements and key sources of estimation uncertainty

In applying the Group’s accounting policies which are described in note 2, the Directors have made no individual judgements
that have a significant impact upon the financial statements, excepting those involving estimation which are dealt with below

The key sources of esumation uncertainty at the balance sheet date are
Land and work in progress

Valuations which include an estimation of costs to complete and remaining revenues are carried out at regular intervals
throughout the year, during which site development costs are allocated between units bualt in the current year and those to
be built 1n future years These assessments include a degree of inherent uncertainty when estmating the profitability of a site
and in assessing any impairment provistons which may be required.

Duning the year ended 31 Decemnber 2010, the Group conducted a review of inventories in the light of the challenging UK
housing market. This resulted 1n a net reversal of previous write downs of inventary carrying values of £80 2m During the
year ended 31 December 2011, the Group conducted further reviews of the net realisable value of its inventory carrying values
whuch resulted 1n a further net reversal of the previous write downs of inventories of £13.3m The reviews were conducted

on a site by site basis, using valuations that incorporated selhing price and development cost movements, based on local
management and the Board’s assessment of market conditions exasting at the balance sheet date If there are significant
movements in UK house prices or development costs beyond management’s expectations then further impaurments/reversals
of previous write downs of land and work in progress may be necessary

Goodwall

The impairment testing of goodwill 15 substantially dependent upon the ability of the Group to successfully progressits
strategic land holdings The assumptions on which this estimate 1s based may be undermined by any sigmificant changes
in the current planning regime, or adverse economic conditions 1n the Umted Kingdom The carrying amount of goodwitl
at the balance sheet date was £190 6m with an impairment of £4 4m recogmised during the year

Brand mtangibles

The intangible brand assets have been assessed against the discounted cash flows ansing. These are based upon estirnated
returns from the related businesses, which may be impacted by varicus factors, most notably Government social housing
policy and further deterioration in the economic conditions in the United Kingdom The carrying amount of indefinite Life
brands at the balance sheet date was £60 Om, wath no impairment recogmised during the year ended 31 December 2011
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Notes to the Financial Statements continued

3 Critical accounting judgements and key sources of estimation uncertainty (continued)
Available for sale financial assets

Available for sale financial assets principally comprise loans granted as part of sales transactions that are secured by way of a
second legal charge on the respective property Asset valuation and umpairment allowances are deterrmined on a portfolio basis
which takes into account factors such as the length of ime that the loan has been outstanding, market conditions, including
those in respect of house price inflation, forced sale discount and probability of borrower default. The vanables used are

kept under regular review to ensure that as far as possible they reflect current economic circumstances, however changes in
house pnices, redemption dates, interest rates, unemployment levels and bankruptcy trends in the UK could result in actual
returns differing from reported valuations At 31 December 2011 the asset recognised on the balance sheet was £164 Om

(2010 £115 2m}

Pensions

The Directors have employed the services of 2 qualified, independent actuary wn assessing pension liabilities. However, they
recognise that final labilittes and asset returns may differ from actuanal eshimates and therefore the ultimate pension hability
may daffer from that included in the financial statements

Investment in subsidiaries

Investments in subsidiaries are stated at the lower of cost and net realisable value, which 1s dependent upon management
assessment of future trading activity and 1s therefore subject to a degree of inherent uncertainty The carrying amount of
wvestments n the Company’s balance sheet 1s £3,205.7m (20190- £3,198.7m).

4 Principal activities

The Group's operating segments, which are North, Central and South Divisions have simalar economic charactenstics, products,
constructton processes and types of customers, and meet the aggregation criteria of IFRS 8 tn full Consequently, the Group
has aggregated its geographic operations into one reportable segment which 1s housebuilding in the Umited Kingdom

5 Revenue

An analysis of the Group's revenue 1s as follows

20m 2010
£m £m

Revenue as noted in the statement of comprehensive income
Sale of goods 1,535.0 15695
Other operating income 8.9 109
Finance mcome 14.6 134
Tatal revenua 1,568.8 15938

Sale of goods includes £173.6m (2010. £114 9m) of revenue generated where the sale has been achueved using part exchange
incentives Proceeds recerved on the disposal of part exchange properties, which are not included 1n revenue, were £161 8m
(2010- £87 2m)
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Notes to the Financial Statements continued

6 Exceptional items

Exceptional ttems are items of incomee and expenditure that, in the judgement of management, should be disclosed separately
on the basis that they are materral, either by their nature or their size, to an understanding of the financial performance and
sigmficantly distort the comparability of financial performance between accounting periods Items of income or expense that
are considered by management for designation as exceptional include such items as significant restructunng, wnte-downs of
current assets and impairments of non-current assets

Impairment of inventortes

During the year, the Group reviewed the et realisable value of 1ts land and work 1n progress carrying-values of 1its sites
This resulted 1n a net reversal of the previous write-down of inventories of £13 3m (2010 £80 2m) Further details are provided
in note 18

Amended financing arrangements

In the context of the Group's strong hquid:ty and cash generation, management have continued to review the value and cost
of ¢redit facthities available to the Group in line wath the Group’s existing treasury management pohictes Given prevailing low
market returns on the Group’s sigmificant cash deposits, management have taken action to optunise 1ts debt portfolio

On 25 March 2011 the Group used cash and commutted credat facilities to prepay, with an applicable make-whale amount,
U$ and UK Senior Loan Notes due between 2013 and 2021, with face values of $151m and £5im The prepayment resulted
1n an exceptional charge to the statement of comprehensive iIncome of £16 9m, including £1 6m write-off of unamortised
arrangement fees.

At the same ume associated hedging contracts, including cross corrency interest rate swaps wath a pninaipal amount of $151m,
were cancelled resulting in an exceptional gain of £7 Im in the statement of comprehensive income

The total net cash payment ini relation to the prepayment and cancellation of the loan notes and associated hedging contract
was £145 9m.

Management anticipate cost savings over future pertods to February 2021 which significantly exceed the initial cost

7 Key management remuneration

Key management personnel, as disclosed under 1AS 24 (Related Party Disclosures), have been identified as the Board of
Durectors and other semor operational management Detailed disclosures of individual remuneration, pension entitlements
and share options, for those Directors who served during the year, are given in the Remuneration Report on pages 41 to 49
A summary of key management remuneration ts as follows

2011 2010
£m £m
Short-term benefits 4.3 41
Post-employment benefits 0.1 02
Share-based payments 2.5 14
6.9 57

No termination benefits were pa:d 1o key management personnel
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Notes to the Financial Statements continued

8 Employees
Group

The average monthly number of persons (including executive Directors) employed by the Group duning the year was 2,432
(2010 2,414)

2011 2010
£m £m

Staff costs (for the above persons)

Wages and salares 8s8.8 870

Social security costs 9.5 88

Pensions charge 5.5 61

Share-based payments 4.2 34

108.0 1053

The Group also uses the services of a substantial number of self employed labour only site operatives
Company

The average monthly number of persons (including executive Directors) employed by the Company during the year was
142 (2010 147)

2011 2010
£m Em
Staff costs {for the above persons)
Wages and salanes 10.8 103
Soctal security costs 1.3 12
Pensions charge 1.9 2.3
Share-based payments 4.2 34
18.0 17.2
9 Net finance costs
Before Exceptonal
exceptional nems
tems {rota 6) 2011 2010
£m £m on £m
Recognised in profit after tax
Gain on canceliation of interest rate swaps - 71 74 74
Interest recevable on bank deposits - - - 06
Imputed interest on avallable for sale financial assets 74 - 7.4 47
Other interest recavable 01 - 0.1 07
Finance income 75 71 14.6 134
Interest expense on bank overdrafts and loans 66 169 235 544
Loss on cancellation of interest rate swaps - - - 16
Imputed interest on deferred land payables 20 - 2.0 37
Change n the far value of cash flow hedges transferred from equrty - - - 0.3
QOther interest expense 38 - 3.8 38
Finance cost 124 169 29.3 63 8
Net finance cost 49 98 14.7 504
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Notes to the Financial Statements continued

9 Net finance costs (continued)
2011 2010
£m £m
Recognised in other comprehensive income
Change in the far vatue of cash flow hedges transferred to statement of
comprehensive iIncome - 03
Effectve changes in far value of cash flow hedges - 03
- (¢]]
All amounts recogmised in equity have been taken to the hedge reserve
There was no hedging ineffectiveness in the period.
10 Profit from operations
2011 2010
£m £m
Profit from cperations 15 stated after charging/{crediting)
Staff costs (note 8} 108.0 1053
Exceptional iterns {note 6) (13.3) (80 2)
Profit on sale of land holdings {2.0) ¢ 6)
Government gramts {10.0} {103
Rent recevable (1.8} {in
Profit on sale of property, plant and equipment (0.4} 13
Loss on sale of assets held for sale - 01
Depreciation
~owned assets 3.7 42
- assets held under finance leases 0.1 03
Amortisahion of intangible assets 0.3 03
Impairment of Intangtble assets 4.4 46
Operating lease charges 54 46

Government grants of £4 8m (2010 £13 7m) were recerved 1n the year relating to provision of affordable and first ime buyer
housing under the Government National Affordable Housing and Kickstart Programmes

Amounts recervable by the auditor and their associates in respect of

20m 2010

£000 £000

Audit fees

Fees payable to the Company’s audrtor for the audit of the Parert Company and consolidated

financial statements 155 150

The audit of the Company's subsidianes pursuant to legislation 87 40

Total fees for the audit of the Company and its subsidianes 222 190

Non-audit fees

Tax services - 86

Other services 10 32

Total non-audt fees 10 118
232 308

The extent of non-audit fees and non-audit related service fees payable to KPMG Audit Plc and its affiltated entires are
reviewed by the Audit Commuttee 1n the context of fees paid by the Group to its other advisors during the year The Commuttee
also reviews the nature and extent of non-audit services to ensure that independence 1s mantained.

Fees to maor firms of accountants other than KPMG Audit Plc and its affthated entities for non-audit services amounted to
£32,900 (2010 £14,000)
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Notes to the Financral Statements continued

11 Tax
11 1 Analysis of the tax charge for the year
2011 2010
£m £m
Tax charge compnses
UK corporation tax in respect of the current year 34.4 435
Adjustments in respact of prior years 4.8) -
29.5 435
Deferred tax relating to ongnation and reversal of temporary differences 7.4 08
Adjustments recogrised in the current year in respact of prior years deferred tax 1.3 57)
8.7 49
38.2 386
The charge for the year can be reconciled to the accounting profit as follows:
2011 2010
£m £m
Profit from continuing operations 147.2 1539
Tax calculated at UK corporation tax rate of 26 5% {2010 28 0%) 39.0 431
Accounting base cost not deductble for tax purposes 0.4 01
Goedwill mparment losses that are not deductible 1.2 13
Expenditure not allowable for tax purposes 1.8 o2
Effect of charige In rate of corporation tax (0.6} @4
Adustments in respect of pnor years {3.6} 57
Tax charge for the year recogrused in profit or loss 38.2 386
11 2 Deferred tax recognised wn other comprehensive income (note 23)
2011 2010
m £m
Recognised on actuaral gains on pension schemes 3.0 {81
Related to hedged senior loan notes - 02
3.0 {79)
11 3 Deferred tax recogrused directly tn equuty (note 23)
2011 2010
om £m
Arising on transactions with equity participants
Relating to aquity-settled transactions (0.5) 032
12 Dividends
2011 2010
£m £m
Amounts recognised as distnbutions to equity hoiders in the period
2011 intenm dnidend pard of 4 Op per share (2010 3 Op) 121 90
2011 proposed final dvidend of 6 Op per share {2010 4 Sp paid) 184 136

The proposed final dividend was approved by the Board of Directors on 27 February 2012 and 1s subject to the approval of
shareholders at the Annual General Meeting The proposed divtdend has not been included as a iability as at 31 December
2011, in accordance with IAS 10 ‘Events After the Balance Sheet Date’. It will be pard on 15 June 2012 to shareholders who are

an the regaster of members on 11 May 2012.

The Parent Company recerved £9 5m of dividends from wholly owned subsidiary undertakings during 2011 (2010 £84 6m)
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Notes to the Financial Statements continued

13 Earnings per share

Basic earrungs per share 15 calculated by dividing the profit for the year attnbutable to ordinary shareholders by the weighted
average number of ordinary shares 1n tssue dunng the year, excluding those held 1n the Employee Benefit Trusts (see note 24)
and treasury shares, all of which are treated as cancelled, which were 301.3m (2010 30i 0m)

Diluted earmings per share 15 calculated by dviding the profit for the year attributable to ordinary shareholders by the weighted
average number of ordinary shares in tssue adjusted to assume conversion of all potentrally dilutive ordinary shares from the
start of the year, giving a figure of 303 2m (2010 302 9m).

Underlying earnings per share excludes exceptional items and goodwall impairment. The earnings per share from continuing
operations were as follows

20m 2010
Basic sarnings per share 36.1p 38 3p
Underlying basic earnings per share 36.8p 24 8p
Diluted earnings per share 35.9p 381p
Underlying diluted earnings per share 38.5p 24 6p
The calculation of the basic and diuted earnings per share 1s based upon the following data.
2011 201G
£m £m
Underlying earnings attnbutable to shareholders 110.8 745
Exceptional items net of related taxation 28 a54
Goodwill mparment 4.9 {48
Earnings attnbutable to shareholders 109.0 153
14 Intangible assets
Goodwil Brand  Know-how Total
Group £m £m £m £m
Cost
At 1 January 2010, 1 January 20#1 and 31 December 2011 408.8 60.0 1.9 470.7
Accumulated impairment {osses/amortisation
At 1 January 2010 2092 - 11 2103
Imparment losses for the year — utiisation of strategic land holdings 39 - - 39
imparment losses for the year — other 07 - - 07
Amortisation charge for the year - - 03 03
At 1 January 2011 213.8 - 1.4 215.2
Impairment losses for the year — utlisation of strategic land holdings 37 - - 37
Imparment losses for the ysar — other o7 - - 07
Amortisation charge - - 03 03
At 31 December 2011 218.2 - 1.7 219.9
Carrying amount
At 31 December 2011 190.6 60.0 0.2 250.8
At 31 December 2010 1950 600 05 2555

Goodwill brought forward at the start of the year of £195 0m includes £158 5m (2010 £162 3m) which arose on acquisitions before
the date of transition to IFRSs and 15 retained at the previous UK GA AP amounts, subject to being tested for impawrment. £370m
{2010- £370m) of this amount represented the brand value of Charles Church, acquired with Beazer Group ple in 2001

Acquired brand values, including the brand vatue of Charles Church which 1s classified as goodwill as this was acquired
before the date of transition to IFRSs, are calculated based on discounted cash flows and are tested annually for impairment.
The remainder of goodwill 15 allocated to acquired strategic land holdings and 15 tested annually for impairment
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Notes to the Financial Statements continued

14 Intangible assets (continued)

The recoverable amounts of the intangibles are determined from value 1n use calculations The key assumptions for value
11 use calculations are those regarding discount and growth rates Growth rates incorporate volume, selling price and direct
cost changes

‘The Group prepares cash flow forecasts denved from the most recent financial budgets approved by management and
extrapolated for four years, to form the basis of the Group’s five year business plan When performing the impairment review
of the brands, the relevant retraction/growth rates included therein vary between -2% to +8% (2010- 1% to +14%), reflecting
the current state of the UK housing market

The retraction/growth rates in relation to the impairment review of goodwill allocated to strategic land holdings vary between
~-2% to +6% (2010 -1% to +4% )

After this period the growth rates apphed to calculate the cash flow forecasts vary between nid and 3% (2010 nd and 3%)
reflecting management’s estimate of the forecast recovery in the UK housing market, which do not exceed the long term
average growth rates for the industry

Management used pre-tax discount factors between 5% and 8% (2010 6% and 9%) over the forecast pertods

The goodwll allocated to acquired strategic land holdings 1s further tested by reference to the proportion of legally completed
plots in the period compared to the total plots which are expected to recerve sausfactory planning permission 1n the remarning
strategic land holdings, taking account of historic expenence and market conditions This review resulted in an underlying
impairment of £3 7m (2010 £39m) The effect of testing goodwll for impairment 1n the manner set out 1s that the goodwill
will be completely impaired once the final plot that management expects to receive a satisfactory planning permsston, 1s sold.

On concluding the annual impairment testing, there remains £117 5m (2010 £120.0m) and £35 4m (2010 £36 6m) of Beazer
and Westbury goodwill allocated to strategic land holdings and £37 0m (2010 £370m) allocated to the Charles Church brand.
In addition, there 15 £60 Om (2010 £60 (m) of carrying value tn relation to the Westbury brand. The remaiming £0 7m

(2010 £1 4m) represents goodwll arsing on acquisitions before the date of transition to IFRSs

Acquired know how 1s arnortised over its esumated useful life, which 15 10 years from the date of its inception.

No reasonable possible change 1n any of the assumptions noted above would lead to an impairment charge betng required.
However, in the event of deterioration in the UK housing market conditions, operating margins reducing, or appropriate
discount rates increasing the possibihity of unpairment losses 1n the future remains.

Trademarks
Company £m
Cost
At 1 January 2010, 1 January 2011 and 31 December 2011 5.0
Amaortisation
At 1 January 2010 15
Charge for the year 03
At 1 January 2011 18
Charge for the year 02
At 31 Decamber 2011 2.0
Carrying amount
At 31 December 2011 3.0
At 31 December 2010 3.2

mmﬂeponbecmmﬂ 69

SOURLIBAOE) ENBULOPA] Sy pue Afeigng

UL

UOMBULIOAT SXAO



Notes to the Financial Statements continued

15 Property, plant and equipment

Land and Fidtures and

buldngs Ptant fittngs Tota
Group £m £m Em £m
Cost
At 1 January 2010 222 437 nz 776
Additions - 27 06 33
Disposals ©8) 51 32 59
A1 January 2011 216 413 121 750
Additions - 37 03 40
Disposals {01 (36) 09 4 6}
At 31 December 2011 21.5 1.4 11.5 74.4
Accumulated depreciation
At 1 January 2010 15 331 110 456
Charge for the year 04 35 06 45
Drsposals 1) B9 ¢2) 423
At 1 January 2011 18 327 114 459
Charge for the year 05 28 05 38
Disposals [01) B30 09 {40y
At 31 December 2011 2.2 2.5 1.0 45.7
Carrying amount
At 31 December 2011 19.3 8.9 0.5 28.7
At 31 December 2010 198 86 07 291
Assets held under finance lease
Carrying amount at 31 December 2011 - 0.1 - 0.1
Carrying amount at 31 December 2010 - 03 - 03

At 31 December 2011, the Group had no contractual commitments for the acquisiion of property, plant and equipment

(2010 £0 8m)

In 2009, the Group reclassified surplus office properties with a book value of £5 7m, as assets held for sale During the year,

one property with a value of £0.6m was disposed of The value of the remaining unsold properues at 31 December 2011

of £2 0m (2010 £2 9m) 1s supported by external valuations, and all properties are being actively marketed.
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Notes to the Financial Statements continized

15 Property, plant and equipment (continued)

Land and Fxtures and
buidings Ptant fittngs Total
Company £m £m £m £m
Cost
At 1 January 2010 22 05 34 61
Addrions - - 05 05
Disposals {03) 04 {0.1) (08)
At 1 January 2011 19 01 38 58
Additions - - 01 01
Disposals - 01 04 (0 5)
At 31 December 2011 1.9 - 3.5 5.4
Accurnulated depreciation
At 1 January 2010 03 03 31 a7
Charge for the year - 01 0.2 03
Disposals - 03 o (04
At 1 January 2011 03 01 32 36
Charge for the year 01 - 02 03
Disposals - 01) ©3) 4
At 31 December 2011 0.9 - 3.1 a5
Carrying amount
At 31 December 2011 1.5 - 0.4 1.9
At 31 December 2010 16 - 06 22
Assets held under finance lease
Carrying amount at 31 December 2011 - - - -
Carrying amount at 31 December 2010 - 01 - 01
16 Investments
16 1 Investments accounted for using the equity method
tnvestments
convote
entities
Group £m
Cost
At 1 January 2010 33
Share of results of jointly controlled entiies 05
At 31 December 2010 28
Share of results of jontly controlled entiies -
Investment in existing jointly controfled entiies 02
At 31 Decomber 2011 3.0

Persirmmon Plc
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Notes to the Financial Statements continued

16 Investments (continued)

The Group's investments w1 jountly controlled entities comprise

Share of
ordinary alotted
caprial heid Accountng
by the Group date
Balaia Golf Village Realizacces Imobiiana Tunsticos Lda - Portugal S50% 31 Decernber
Sociedade Torre de Mannha Realizacoes Tunstocos SA — Portugal 50% 31 December
Empreendmentocs Tunsticos da Armacao Nova Lda - Portugal 50% 31 December
Investments in jointly controtled entities are accounted for under the equity method of accounting
The Group’s share of assets and habilities of jointly controlled entities 1s shown below-
2011 2010
£m £m
Non-current assets 0.5 05
Current assets 5.2 52
Current habiities 2.7 (29)
Net assets of jointly controlled entities 3.0 28
The Group’s share of the income and expenses of jointly controlled entities 1s as follows
2011 2010
[ £m
Income 2.2 26
Expenses 2.2) {31)
- ©5)
Tax - -
Share of results of jointly controlled entitles - {05
16 2 Investments in subsidiaries
2011 2010
Company £m £rm
Cost
At 1 January 3,533.7 13,5337
Additional Investment in existing subsidiary company 7.1 -
Redemption of preference capital by existing subsidiary company (0.1) -
At 31 December 3,540.7 3,5337
Impairment
At 1 January 335.0 2817
Charge for the year - 533
At 31 December 335.0 3350
Net book value
Al 31 December 3,205.7 31987

The annual review of the carrying value of the mvestment 1n subsidianes identified no impairment tssues (2010 £53 3m

impairment}

Details of Group undertakings are set out 1n note 31
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Notes to the Financial Statements continued

17 Available for sale financial assets

MEARNO)

201 2010
Group £m £m
At 1 January 115.2 680
Addions 44.8 438
Redemptions {3.3) 13
Imputed rterest 7.3 47
Al 31 December 164.0 1152

Available for sale financial assets comprise loans, largely with exther a ten or twenty-five year term and vartable repayment
amounts, provided as part of sales transactions that are secured by way of a second legal charge on the related property

The assets are recorded at farr value, being the estimated future amount receivable by the Group, discounted to present

day values The fair value of future anticipated cash receipts takes into account the Directors’ view of future house price
movements, the expected timing of receipts and the likelihood that a purchaser defaults on a repayment The Directors revisit
the future anticipated cash receipts from the assets at the end of each financial reporting period. The difference between

the anticrpated future receipt and the initial fair value 1s credited aver the estimated deferred term to finance income, with

the financial asset increasing to its full expected cash settlement value on the anticipated recetpt date Credit risk, which the
Directors currently consider to be largely mitigated through holding a second legal charge over the assets, 1s accounted forin
deterrminuing fair values and appropriate discount factors are applied The Directors review the financial assets for impairment
at each balance sheet date There were no indicators of impairment at 31 December 2011 (2010 £ml) None of the financral
assets are past their due dates (2010 £mil) and the Directors expect an average matunty profile of between 5 and 10 years from
the balance sheet date
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Further disclosures relating to financial assets are set out 1n note 22
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18 Inventories

2011 2010

£m £m

Land 1,484.2 15758
Work in progress 4278 4135 g

Part exchange properties 391 328
Showhouses 52.3 511 g

2,003.4 20732

The Directors consider all inventories to be essentially current in nature although the Group’s aperational cycle 1s such that
a proportion of inventories will not be realtsed within 12 months It 1s not possible to determine with accuracy when speafic
inventory will be realised as this 1s subject to a number of 1ssues including consumer demand ard planning permussion delays

As set out 1n note 6, the Group conducted a further review of the net realisable value of its land and work 1n progress portfolio
during 2011 The impact of these reviews on the net realisable value of inventories 1s a net exceptional credit to the consolidated
statement of comprehensive income of £13 3m (2010 £80 2m) A reversal of £66 2m (2010 £1278m} on inventories that were
wnitten down 1n a previous accounting period and an impairment of land and work 1n progress of £52 9m (2010 £47 6m) were
recogmsed 1n the year This reversal/charge arose due to forecast sefling prices and development costs on individual sites being
higher or lower than previously estimated by management as a result of changing conditions, and/or development plans Our
approach to our net realisable value review has been consistent with that conducted at 31 December 2010

The key judgements in estimating the future net present realisable value of a site was the estimation of Likely sales prices,
house types and costs ta complete the developments Sales prices and costs to complete were estimated on a site-by-ste basis
based upon existing market conditions If the UK housing market were to improve or deteriorate in the future then further
adjustments to the carrying value of land and work in progress may be required

Following the 2011 review, £318 6m (2010 £433 1m) of inventortes are valued at fair value less costs to sell rather than at
histortcal cost.

Land with a carrying valee of £354 7m (2010 £312 4m) was used as secunty for land payables (note 21}

The value of inventories expensed 1n 2011 and included 1n cost of sales was £1,266 5m excluding an exceptional impatrment
reversal of £13 3m on inventories that were written down in a previous accounting period (2010- £1,322 2m, excluding the
£80 2m exceptional impairment reversal)
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Notes to the Financial Statements continued

19 Trade and other recervables

Qroup Group Company  Company
2011 2010 2011 2010
£m £m tm £m

Non-current assets
Other recevables 2.7 30 - -

Current assets

Trade recevables 22,5 270 01 01
Other recevables 19.5 166 121 87
Amounts owed by Group undertakings - - 730.5 4290
Prepayments and accrued ncome 10.8 64 4.2 21
52.8 500 746.9 4379

Trade and other recervables are non-interest bearing, and the Group has no concentration of credit nsk, with exposure spread
over alarge number of customers The Directors consider that the carrying value of trade receivables approximates to thewr

fatr value
2011 2010
£m £m
Ageing of overdue but not mpared recevables
Less than 3 months 341 52
Over 3 months 0.4 14
3.5 66
The carrying value of trade and other recervables are stated after the following allowance for doubtful recervables
20m 2010
€m £m
Group
At 1 January 3.3 65
Impairment losses charged 0.4 09
Amounts written off durng the year as uncollectable {0.1) 27
Imparment losses reversed {0.3) (14)
At 31 December 3.3 33
20 Borrowings
Qroup Group  Coenpany
2011 2010 2011 2010
£m £mn £m £m
Non-current liabilities
US, UK and EU senior loan notes - 156 8 - 156 8
Finance lease obligations - 01 - -
Financing transaction costs - {14) - (14
- 1555 - 155 4
Current ligbilities
US and UK senior loan notes - 473 - 473
Other loan notes - 12 - 12
Financa lease oblgations 0.1 05 - 03
Finanong transaction costs - 06 - o8
0.1 48 4 - 48 2
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Notes to the Financial Statements continued

20 Borrowings (continued)

Detailed disclosure of the Group’s usage of financral instruments 1s included 1n note 22

Excepting finance leases all borrowings are unsecured The contractual repayment terms of borrowings are as noted below

Nominai Year of 2011 2010

Currency niterest rate maturity £m £m

Bank overdrafts GBP Base +1%—3 25% 201 - -
Syndicated loan GBP LIBOR +1 625% 2016 - -
UK senior loan notes GBP 884% 2011-2021* - 510
US senior loan notes usb 815%-9 32% 2011-2016* - 1487
EU serior loan notes EUR 652% 2011 - 44
Other toan notes GBP LIBOR -0 5% 201 - 12
Finance lease obligations GBP 700%—~3 00% 2011-2012 0.4 06
Financing transaction costs - 20
Carrying value of borrowings 0.1 2039

* Note senior loan notes due 2013-202] were repad early dunag the year (see note 6}

Additional data on the maturity of financial habil:ties and effective interest rates after consideration of these hedges s found
m note 22 Hedges were taken out against all forergn currency denominated borrowings to hedge all principal payments to
Sterling and to hedge foreign currency forward interest payments into Sterhing payments at exther fixed rates or rates linked
to UK Libor These hedges therefore formed both a hedge of foreign exchange rate and interest rate risk.

Finance lease obligations - total mimmum lease payments

Company

Group
2011 2010 2011 2010
] £m £m £m
Within one year 0.1 05 - 03
in the second to fifth years inclusive - 01 - -
Less fulure finance charges - - - -
Present value of finance lease obligatons 0.1 0.6 - 03
There are no finance lease obhgations 1n excess of five years (2010 nonc)
21 Trade and other payables
Group Group Company Company
2011 2010 2011 2010
£m £m £m m
Non-current liabilities
L.and payables 74.0 959 - -
Other payables 20.9 261 0.7 05
94.0 1220 0.7 05
Group Group  Company
2011 2010 2011 2010
£m £m £m £m
Current liabilties
Trade payables 144.4 1309 0.8 09
Land payzbles 125.7 999 - -
Depoasits and on account contract recemts 41.1 745 - -
Other payables 26.6 282 1.7 49
Accrued expenses 144.6 1298 17.5 i89
Amounts owed to Group undertakings - - 314 26312
482.4 4633 3,1374 26559
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Notes to the Financial Statements continued

21 Trade and other payables (continued)

Trade payables subject to payment terms were 15 days (2010 12 days), based on the ratio of year end trade payables

(excluding retentions and unagreed claims), to amounts invoiced during the year by trade creditors The Group has financial
risk management policies in place (o ensure that all payables are paid withan the pre-agreed terms The Directors consider that
the carrying amount of trade payables approximates to ther fair value,

Land payables are reduced for imputed interest, which 1s charged to the statement of comprehensive income over the credut
pertad of the purchase contract.

22 Financial nsk management

The Group has exposure to the following risks from its use of financial instruments
- Market risk

- Liquidsty risk

- Capital nsk

- Credut nisk

This note presents basic information regarding the Group’s exposure to these risks and the Group’s objectives, strategy and
processes for measuring and managing exposure to them Unless otherwise stated references to Group should be considered
to apply to the Company as well

The Board of Directors has overall responsibility for risk management of the Group The Board has established the Risk
Commustee which has the delegated task of overseeing the Board’s respensibility with respect to risk and internal control
The Risk Commuttee reports to the Audit Commuttee on a regular basis

The Risk Committee 15 supported in this task by the Group Risk management function The Group Risk function performs
an annual assessment of the risks faced by the Group Thus assessment 15 used to drive a nisk focused programme of work
aimed to :mprove business processes and increase internal control effectiveness

Market risk

Market risk represents the potential for changes in foreign exchange prices and interest rates to affect the Group’s profit
and the value of its financial instruments It also incorporates the effect of the overall UK housing market on the Group
‘The Group's objective in market nisk management 1s to mimirmse its exposures to fluctuations within such vanables whilst
aptimusing returns

The Group has previously entered into a number of hedge derivative arrangements to limit 1ts exposure to these risks,
particularly exchange risk. The Group enters into such transactions only as part of perrodic wider refinancing undertakungs
10 take advantage of the mature private placernent markets in other countries (notably the USA) and only wath the approval
of the Board of Directors The Group applied a hedge accounting to these arrangements 1n order to mimmise itncome
statement volatihity

Following the repayment of all private placement loan notes during the year (see note 6) the Group no longer has any
sigmficant exposure to foreign exchange nisk. All hedge derivative arrangements were terminated on repayment of these
loan notes
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Notes to the Financial Statements continued

22 Finanaial nisk management (continued)

Currency risk

The Group has 1n previous years 1ssued loan notes denominated in US Dollars and Euros The currency nsk of these
nstruments was offset by hedging arrangements entered into on 1ssue of these loan notes, effectively swapping them
1nto Sterling on 1ssue All such loan notes were repaid dunng the year and the related hedges cancelled (see note 6)

The Group also has investments 1n a number of Portuguese jointly controlled entities These interests are not hedged.
These investments are considered to be long term in nature

The Group has no other significant currency exposures

The following exchange rates apphed during the year

2011 2010

Average Yaar end Average Year end

rate POt rate rate 5pOt rate

US Dollar 1.603 1.546 1546 1566

Euro 1.153 1.195 1166 1167
The Group’s exposure to foreign currency risk may be summansed as follows

2011 2010

usD Euwro UsSD Euro

Sm €m $m €m

Investments - 3.2 - 30

Senior loan notes - - (216 0) (Yo

Forward exchange contracts - - 2160 50

Net exposure - 3.2 - 30

Sensitrvity analyss

A rise/fall in the Euro/Sterling exchange rate of 10% would result in a £0 3m loss/gain in relation to investments (2010- £0 3m)

Interest rate risk

The Group currently holds no fixed interest borrowings Thus reflects both the low borrowing requirements of the Group and
the current low interest rates applicable to floating borrowings The Group has no formal target for a ratio of fixed to floating
funding The responsibuty for setting the level of fixed rate debt hes with the Board of Directors and 1s continually reviewed
in the hight of economnic data provided by a variety of sources

The relative fixed/floating balance of net debt, after consideration of hedging arrangements, 15 as follows

Group Company

2011 2010 2011 2010

m £m £m £€m

Fixed rate 01 508 - 506
Floating rate (41.0) {12 {56.5) 175
Net {cashj/delot {40.9) 43 6 {56.5) 68 1
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Notes to the Financial Statements continued

22 Financial sk management (continued)

Sensttivity analysis

Ifin the year ended 31 December 2011 UK interest rates had been 0 5% higher/lower then the Group’s pre-tax profit would
have decreased/increased by £0 3m (2010 £0 5m) The Group’s post-tax profit would have decreased/increased by £0 2m
{2010 £04m)

These sensitivities have been prepared 1n respect of the direct impact of such an interest rate change on the net financing
expense of financral instruments only, and do not attempt to estimate the indirect effect such a change may have on wider
economuc environment such as house pricing, mortgage availability and exchange rates

Housing market rnisk
The Group 1s fundamentally affected by the level of UK house prices These in turn are affected by factors such as credit
availability, employment levels, interest rates, consumer confidence and supply of land with planning.

Wihlst 1t 15 not possible for the Group to fully mitigate such risks on a national macroeconomic basis the Group does
continually momitor its geographical spread within the UK, seeking to balance 1ts investment 1n areas offering the best
immediate returns with a long term spread of its operations throughout the UK to munitnuse the effect of local microeconomic
fluctuations The Group has taken steps to control its speculative build, land acquisition activities and work 1n progress levels
50 as to manage the exposure of the Group to any further market disruption

Sensitivity analysis

At 31 December 2011, 1f UK house prices had been 5% higher/lower, and all other vanables were held constant, the Group’s
house price linked financial instruments, which are solely available for sale financial assets, would increase/decrease 1n value,
excluding any effects of current or deferred tax, by £8 2m (2010 £5 8m)

Lequudity risk

Liquidity nisk reflects the rnisk that the Group will have insufficient resources to meet its financial obligations as they fall due
The Group's strategy to managing hquidity nisk s to ensure that the Group has sufficient liquid funds to meet all its potential
Liabilities as they fall due

Thus s true not only of normal market conditions but also of negative projections aganst expected outcomes, so as to avord
any risk of incurring contractual penalties or damaging the Group’s reputation, which would 1n turn reduce the Group’s ability
to borrow at optimal rates Therefore the Group rematns confident of its continued compliance with financial covenants under
both syndicated loan and pnivate placement arrangements even 1n the event of further deterioration in market conditions.

The Group has entered into a number of deferred payment guarantees and performance bonds 1n the normal course of
operations The hiabihities to which these guarantees relate are recognised and accounted for in accordance with our standard
accounting policies

Liquudity forecasts are produced on (1} a daily basis to ensure that utilisation of current facilities 15 optimised, (u) a monthly
basis to ensure that covenant comphance targets and medum term hquidity 1s maintained and () a long term projection
basis for the purpose of identifying long term strategic funding requirements.

In Light of the low gearing and strong cash generation of the Group the Directors have, following detailed review of hquadity
projections, elected to repay $151m and £51m of Seruor Loan Notes in advance of their due date with applicable make-whole
amounts (see note 6) Related hedge instruments were also terminated at the same date The Group retains comrmitted facilities
sufficient to meet its projected liqurdity requirements following thas repayment

“The Directors also continually assess the balance of capital and debt funding of the Group They consider the secunity of capital
funding against the potentially higher rates of return offered by debt financing in order to set an efficient but stable balance
appropnate to the size of the Group

The Group operates short term uncomrmitted overdraft facihties to meet day to day hquidity requirements These facilities
are cancellable on request from the bank, however the Group generally maintains low levels of borrowing on these in favour
of more cost efficient facihties These overdraft facilities are provided by five leading clearing banks to minimise exposure to
any one lender

On 1 Apnil 2011 the Group arranged a new five year £300m revolving credit facility commutted to March 2016 wiuch replaced
the previous facility which was due to mature on 31 March 2012 Undrawn commutted facihties at the reporting date amount
to £300m (2010 £322 3m)
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Notes to the Financral Statements continued

22 Financial risk management (continued)

Cash deposits

The Group has a policy of ensuring cash deposits are made with the pnmary objective of secunty of principal. Accordingly
deposits are made only with approved, respected, high credit rating financial institutions Deposits are spread across such
mstitutions to minimise exposure to any single entity and are made on a short term basis only to preserve hiquudity

Capital nsk

The caputal structure of the Group cansists of net cash/debt (borrowings as detailed i notes 20 and 26 offset by cash and bank
balances) and equuty of the Group (comprising 1ssued capital, reserves and retained earnings as detailed 1n the staternent of
changes 1n shareholders’ equity) The Group’s objective in managing caputal is pnmanly to ensure the continued ability of

the Group to meet its Labilities as they fall due whilst also mamtaining an appropriate balance of equity and borrowtngs and
mummusing costs of capital Close control of deployment of capztal i1s maintained by detailed management review procedures
for authonsation of significant capital commutments, such as land acquisition, capatal targets for local management anda
system of internal interest recharges, ensuning capital cost impact ts understood and considered by all management tiers

Decisions regarding the balance of equity and borrowings, dividend policy and all major borrowing factlites are reserved for
the Board. The Board has proposed changes to the Group strategy in relation to shareholder returns as detailed on page 11

The followang are the contractual matunities of financial habilities, including interest payments (not discounted) These have
been calculated using market exchange and LIBOR rates at the year end

Can?il:; Contractuad  Less than 1-2 2-5 Over
amount  cash flows 1 year years years 5 years
Group £m £m m £m £m £m
Finance lease obligations 0.1 01 01 - - -
interest bearing financial habihtes 01 o1 01 - - -
Trade and other payables 335.6 3384 3167 50 126 41
Land payables 199.7 2015 126 9 413 333 -
Financial lrabilties 535.4 5400 443.7 463 459 41
2010
Catyng Contactuad  Lessthan 1-2 2-5 Over
amount  cashflows 1 year years years Syears
Group £m Em £Em £Em £m £m
UK senior loan notes 510 983 45 45 135 758
US senior loan riotes 1487 176 4 522 90 617 535
EU senior loan notes 44 46 46 - - -
Other loan notes 12 13 13 - - -
Finance lzsase obhgations 06 06 06 - - -
Faorward currency swaps {27 5) 26 9) {92 (2 4) 89 (G
Financing transaction costs 20) - - - - -
Interest beanng financial habiites 176 4 254.3 540 111 663 1229
Trade and other payables 3150 3150 2889 49 136 76
Land payables 195 8 197.9 1034 531 414 -
Financal habiities 6872 767.2 446 3 691 1213 1305
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Notes to the Financial Statements continued

22 Finanaal risk management (continued)

2011
Camying Contractus?  Less than 1-2 2-5 Over
anourdt  cash flows 1 year years years 5years
Company £m £m €m £m £m £m
Interest bearing financial labiittes - - - - - -
Trade and other payables 31384  3,1381 31375 04 02 -
Financial liabiiities 3,138.1 3,1381 31375 04 02 -

Tt1s noted that £3,111 4m (2010 £2,631.2m) of other payables refer to amounts owed to subsidiary undertakings. Whulst
generally repayable upon demand, in practice it 1s unlikely there will be any required repayment in the short term

wzﬂg Contractual ~ Less than 1-2 2-5 Over

amount  cash flows 1 year years years Syears
Cormpary £m £m £m £m £m m
UK senior lcan notes 510 883 45 45 135 758
US servor loan notes 1487 176 4 522 90 817 535
EU senicr loan notes 44 46 46 - - -
Other Ioan notes 12 13 13 - - -
Finance lease obligations 03 03 03 - - -
Forward currency swaps {27 5) (26 9) ©2 (24) 89 B4
Financing transaction costs 20} - - - - -
Interest beanng financial habites 1761 2540 537 11 BB 3 1229
Trade and other payables 26564 26564 26559 04 01 -
Financial habilities 2,8325 29104 27096 115 66 4 1229

Credit risk

The nature of the UK housing industry and the legal framework surrounding 1t results 1n the Group having a low exposure
to credit nsk.

In the majority of cases the full cash receipt for each sale occurs on legal completion, which 15 also the point of revenue
recognition under the Group's accounting policies

In certain speaific circumstances the Group has entered into shared equity arrangements (not applicable to the Company)
The pressures of recent market conditions necessitated an increase 1n this form of sales structure from 2008 In such cases the
long term debt 1s secured upon the property concerned. The Group does not recognise collateral rights as a separate asset, rtor
does it have rights to trade such collateral Reductions in property values leads to an increase in the credit risk of the Group in
respect of such sales There was no requurement for a charge for credit impairment 1n the year (2010- £mil)
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Notes to the Financial Statements continued

22 Finanaial nsk management {continued)

The maxtmum total credit risk 1s as follows

20m1 2010
Group £m £m
Trade and other recevables 44.7 46 6
Avallable for sale financial assets 164.0 1152
Cash and cash equivalents 41.0 126 8
249.7 288 6

Company
Loans and recevables {including intercompany balances) 742.7 4358
Cash and cash equwalents 56.5 108.0
799.2 543 8

The maximum credit exposure of the Group to overseas parties 1s under £0 1m (2010 under £0 1m) (Company E£nil (2010
£ml)) The Group’s credit risk 15 widely distributed The maximum credit risk should any single party (excepting financial
tnstitutions) fail to perform s £3 Im {2010 £2 3m) and 15 not yet due (Company- £365.7m (2010 £224 Om) being a subsidiary
debtor) The Directors consider these financial assets to be of hugh quality and the credit risk 1s assessed as low The maxiumum
credit nisk associated with a financial 1institution 1n respect of short term cash deposits 1s £12 0m (2010 £35 9m)

Four value
The fair value of financial assets and habilities 1s as follows

2011 2010

Fair Carrying Far Carryng

value valus valug value

Group £m £m £m £m
‘frade and other recewvabies 44.7 44.7 456 466
Avallable for sale financial assets 164.0 164.0 1152 1152
Cash and cash equivalents 41.0 41.0 1268 126 8
UK serior loan nates - - B0Q) [Gfe]
US senior loan notes - - (148 7) (148 7)
EU senior ioan notes - - 44 a4
Cther foan notes - - (12 (12
Finance lease obligatons (0.1} (o.1) 06 06
Trade and other payables (335.6} (335.5) 315Q) (3150}
Land payables (199.7) (199.7) (195 8) (195 8)
Forward currency swaps - - 275 275
Financing transaction costs ~ - - 20
(285.7) (285.7) (399 6) (398 6}

In aggregate, the fair value of financial assets and lrabilities are not materially different from their carrying value

Persimmon Plc
Annual Report December 2011
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Notes to the Financial Statements continued

22 Financial risk management (continued)

2011 2010
Faor Carrying Far Camyng
value value value vakie
Company £m £m £m £m
Tracdle and other racevables 742.7 T742.7 4358 4358
Cash and cash equivalents 56.5 56.5 1080 1080
UK senier loan notes - - {50 0} {510)
US senior loan notes - - (1487) {1487)
EU senior loan notes - - 4 4) (44
Other loan notes - - (12 12
Finance lease obligabcons - - (0 3) 03)
Trade and other payables {3,138.1) (3,138.1) (2,6564) (2,656 4)
Forward currency swaps - - 275 275
Financing transaction costs - - - 20
{2,338.9) (2,338.8) {(2.2897) (2,2887)
Unrecognised loss - 10
Income and expense in relation to financial instruments 1s disclosed 1n note 9
Financial assets and habihities by category-
Group Company
2011 2010 2011 2010
£m £m £€m £m
Financial assets held at far value - 275 - 275
Avaiiable for sale financial assets 164.0 1152 - -
Trade and other recevables 44.7 466 742.7 4358
Cash and cash equivalents 1.0 126 8 56.5 1080
Financial kabdives at amortised cost adjusted for the fair value of hedged nsks - 1517} - {1517)
Financial habilites at amortised cost (535.4) (5630) (3,1381) (2,70873)

(285.7) (3986) (2,338.9) (2.2887)

Financial assets and habilities carried at fair value are categonised with the hierarchical classification of IFRS 7 Revised
(as defined within the standard) as follows

2011 2010
Leved 2 Levol 3 Total Level 2 Level 3 Towd

Group £m m £m £m £m £m
Financal assets at fair value - - - 275 - 275
Available for sale financial assets - 164.0 164.0 - 1152 152
- 164.0 164.0 275 1152 1427

201 2010

Lovel 2 Level 3 Total Level 2 Level 3 Total

Company £m £ £m £m £m £m
Financial assets at far value - - - 275 - 275
- - - 275 - 275
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Notes to the Financial Statements continued

22 Finanaal nsk management (continued)

Fair values of financial assets and liabilities are determuned by reference to the rates at which they could be exchanged between
knowledgeable and willing parties Where no such price 1s readily available then fair value 1s determined by discounting

net forward cash flows for the residual period of the contract by a nisk adjusted rate In the case of avarlable for sale assets

there exists an element of uncertainty over the precise final timing and value of receipts which cannot be fully assessed from
observable market data Available for sale assets consist of a substantial number of low value indmndual assets and have
therefore, due to practical constraints, been valued based on market indices and not individual valiations

Hedge accounting

Perstmmon hedged only foreign currency denominated private placement loan notes All hedging instruments were 1n
the form of forward currency swap agreements, and the entirety of the Group’s forward currency swap agreements were
designated hedges The fair value of hedging instruments 1s £ml (2010 an asset of £27 5m)

As foretgn currency loan notes all bore fixed interest rates it was possible to exactly match the foreign currency cash flow
requirements with these forward currency swaps, resulting in a very high level of effectiveness These swaps hedged all foreign
currency cash flows, both principal and interest

The swap agreements in respect of certain US private placement loan notes, and all EU private placement loan notes, hedged
the fixed foreign currency interest cash flows to sterling cash flows inked to UK LIBOR These swaps, taken 1n conjunction
with the hedged loan note, therefore had the effect of mirroring a UK LIBOR linked loan arrangement. These swaps were
designated fair value hedges and hedged foreign currency nisk.

The resulting balance of fixed and floating net debt after apphcation of these hedges 1s disclosed under hquudity risk above

There was no hedge ineffectiveness duning the pertod

During the year the Group repaid all private placement loan notes The related hedges were cancelled at the same time
(see note 6) As at 31 December 2011 the Group has no designated hedging contracts

23 Deferred tax

The following are the deferred tax assets and habilities recogmised by the Group and the movements thereon during the
current and prior year

Accolerated  Retirement Other

tax benefit Share-based Imputed temporary
depreciation obiigation payment nterest  Denvatves  differences Tota
Note £m £m £m £m £m £m £m
At 1 January 2010 28 223 - 27 02 24 2) 38
Credit/charge} to profit and loss 11 01 {38) 10 {05 - 81 49

Credit/(charge) to other comprehensive

ncome 12 - 81 - - 02 - 79
Amounts credited drectly to equity 113 - - 02 - - - 02
At 1 January 2011 29 266 12 22 - (16 1) 168
(Charge)/credtt to profit and loss 111 o7 87 03 05 - Q9 87
Charge to other comprehensive ncoms 12 - B30 - - - - 3.0
Amounts credited directly to equity 13 - - 05 - - - 05
At 31 December 2011 2.2 14.9 2.0 1.7 - (15.2) 5.6
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Notes to the Financial Statements continued

23 Deferred tax (continued)

As permutted by TAS 12 (Income Taxes), certain deferred tax assets and habilities have been offset The following 15 an analysis

of the deferred tax balances (after offset) for financial reporting purposes:

2011 2010

£m £m

Pension schemea 14.9 266
Other tems, including capital allowances 10.3 120
Deferred tax assets 25.2 386
Brands {15.0) (162
Other iterns, Including capital allowances (4.6) o6
Deferred tax habities {19.6} (21 8)
Net deferred tax asset 5.6 168

The Group has recogmsed deferred tax assets of £14 9m (2010 £26 6m) on the total penston deficit of £59 5m (2010: £98 3m)

The following are the deferred tax assets and habalities recognised by the Company and the movements thereon during the

current and prior year
Accelerated  Retrement Other
tax benefit Share-based termnporary
depreciation obfigation payment  differences Total
£m £m £€m £m £m
At 1 January 2010 03 223 - - 226
{Charge)/credit to profit and loss [(0R)] (38} 10 58 29
Credit to other comprehensive Income - 81 - - 81
Amounts taker: directly to equity - - 02 - 02
At 1 January 2011 02 266 12 58 338
Credit/icharge) to profit and loss 02 87) 03 (14 (96)
Charge to other comprehensive ncome - 30 - - B0
Amounts taken directly to equity - - 05 - 05
At 31 December 2011 0.4 14.9 2.0 4.4 21.7
No deferred tax assets and hiabilities have been offset (2010 £rul)
24 Share capital
2011 2010
£m £m
Allotted, called up and fully pard
302,591,431 (2010 302,591,431} ordinary shares of 10p each 30.3 303

The Company has one class of ordinary shares which carry no right to fixed income All 1ssued shares are fully pard.

There have been no movements in share capital during the year

The Company has established Employee Benefit Trusts to hold shares for participants of the Company’s various share
schemes The Trustee 1s Persummon (Share Scheme Trustees) Limtted, a subsidhary company During 2011, the Trustee
made no market purchases of shares and transferred 90 shares to employees At 31 Decermnber 2011 the trust held 737

shares (2010 827) on which dividends have been waived. The market value of these shares at 31 December 2011 was £€3,464
(2010 £3,447) At 31 December 2011 the Company held 402,026 (2010 1,419,508) shares in treasury with a market value of

£19m (2010 £59m) on which dnndends are not payable

84 Peraynmon Plc
Annual Repart Decerriber 2011




Notes to the Financial Statements continued

24 Share capital {(continued)

Own shares
Own shares held at cost are reconciled as follows

Group Company
£m Em
Balance at 31 Decernber 2010 18 118
Disposed of on exercise/vesting to employees 89 89
Balance at 31 December 2011 2.9 2.9
25 Reconciliation of net cash flow to net debt
2011 2010
Group £m £m
Decrease in net cash and cash equivalents {85.8) M2
Decrease in debt and finance lease oblgations 178.3 2278
Decreassa in nat debt from cash flows 92.5 2166
Non-cash movemeants (2.0} (155
Decreasa in net debt 90.5 2011
Net debt at 1 January {49.6) (250 7)
Net cash/{debt) at 31 December 40.9 (49 6)
2011 2010
Company fm £m
Decrease in net cash and cash equivalents (51.5) {230)
Decrease m debt and finance lease obligations 178.1 17
Decrease/{increass) In net debt from cash flows 126.6 (213
Non-cash movements {2.0) (13 8}
Oecrease/(increase) In net debt 124.6 {35 1)
Net debt at 1 January (68.1) (330
Net cash/{debt) at 31 December 56.5 (68 1)
26 Analysis of net debt
Other
nor-cash
2011 Cash flow  movements 2010
Qroup £m em £m £m
Cash and cash equivalents 41.0 {85 B) - 126 8
US, UK and EU senior loan notes due withun one year - 402 71 @473
US, UK and EU senior 10an notes due atter more than one year - 136 4 204 {156 8)
Cther loan notes due wathin one year - 12 - {12
Forward currency swaps - - {27 5} 275
Finance lease obhgations {0.1) 05 - (o6
Financing transaction costs - - 20 20
Net cash/(debt) at 31 December 40,9 925 20 {49 6)
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Notes to the Financial Statements continued

26 Analysis of net debt (continued)

Cther
non-cash
201t Cashfiow movernents 2010
Company £m £m Em £€m
Cash and cash equvalents 56.5 {519) - 1080
US, UK and EU servor foan notes due wathin one year - 402 71 47 3)
US, UK and EU sentor loan notes due after more than cne year - 1364 204 (156 8)
Other loan notes due within one year - 12 - (12
Forward currency swaps - - 275) 275
Finance lease obligations - 03 - {03)
Financing transaction cosls - - 20 20
Net cash/{debt) at 31 December 56.5 126 6 (20 {68 1)

Net debt 15 defined as cash and cash equavalents, bank overdrafts, finance lease obligations, interest bearing borrowings and
related hedging swap instruments

27 Contingent liabilities

In the normal course of business the Group has given counter indemmities in respect of performance bonds and financial
guarantees Management estimate that the bonds and guarantees amount to £279m (2010 £278m), and confirm that the
possibility of cash outflow 1s considered minimal and no provision 1s required.

Provision 1s made for the Directors’ best esimate of all known legal claims and all legal actions 1n progress The Group
takes legal advice as to the likelihood of success of claims and actrons and no provision ts made where the Directors consider,

based on that advice, that the action 1s unlhkely to succeed, or a sufficiently reliable estimate of the potential obligation cannot
be made

The Company has entered into guarantees of certain financial habilitses of related undertakings as detailed in note 32

28 Operating leases

At 31 December total outstanding commutments for future mimimum lease payments under non-cancellable operating leases
were as follows

Group as lessee ag; 2021:1
Expinng within one year 0.8 02
Expiing i the second ta fifth years inclusive 8.9 104
Expiring after five years 101 ng
19.8 225

Company as lessee
Expinng within one year 0.2 -
Expiring in the second to fifth years inclusive 0.2 04
0.4 04

The Group receives sundry rental income under short term leases anising from its long term land holdings There are no
mimimurm lease receipts as no lease 1s held under a non-cancellable agreement

Operauing lease payments represent rentais payable by the Group for certain of 1ts office properties and motor vehicles Motor
vehicles leases have an average term of 1 6 years to expiry (2010 2 2 years). Property leases have an average term of 5 5 years to
expury (2010 6 6 years)
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Notes to the Financial Statements continued

29 Retirement benefit obligations

At 31 December 2011 the Group operated three employee pension schemes, namely a stakeholder scheme and two defined
benefit schemes Actuarial gains and losses in the defined benefit schemes are recognised 1n full as other comprehensive
expense through the statement of comprehensive income All other pension scheme costs are reported as operating expenses
in the statement of comprehensive income Expected costs mn relation to current employees are charged to the relevant
operating business All other penston scheme costs are borne by the Company

Perssimmon Group Stakeholder Scheme

The Persummon Group Stakeholder Scheme 15 a defined contribution scheme available to new salaned employees The Group
maiches employees’ own contributions to their indivadual Stakeholder plans up to 9% of basic salary, depending on the length
of service Group contributions to this scheme of £1 0m (2010~ £0 9m) are expensed through the statement of comprehensive
income as ncurred.

Persimmon Plc Pension ¢ Life Assurance Scheme

The Persimmon Plc Pension & Life Assurance Scheme (the ‘Persimmon Scheme”) 1s a defined benefit scheme which was
closed to new members 1n 2001 Active members of the Persimmon Scheme accrue benefits on a career average revalued
earnings basis The assets of the Persimmon Scheme are held separately from those of the Group An actuarial valuation of
the Perstmmon Scheme was carried out as at | January 2008 by a professionally qualified actuary and adopted the projected
unit method Under the projected umit method the current service cost, as a percentage of Persimmon Scheme members’
pensionable pay, will increase as the active members approach retirement Standard 2000 mortality tables applying a medium
cohort effect with an underpin of 1 25% p a for males and 0 75% p a. for females were used as a basis to calculate the future
habihty An actuarial valuation at 1 January 2011 1s currently underway

Prowting Pension Scheme

On the acqusition of Westbury plc 1n 2006 the Group assumed control of the Prowting Pension Scheme (the ‘Prowting
Scheme"), a defined benefit scheme The assets of the Prowting Scheme are held separately from those of the Group The most
recent completed actuanal valuation of the Prowting Scheme was carmed out as at 31 March 2009 by a professionally qualified
actuary and adopted the projected unit method Under the projected unit method the current service cost, as a percentage

of Prowting Scheme members’ pensionable pay, will increase as the active members approach reticement Standard 2000
mortality tables, applying a2 medium cohort effect wath an underpin of 1 25% p a. for males and 0 75% p a. for females were
used as a basis to calculate the future hability On 1 January 2011 the Prowting Schemne accrual for active members changed
from final salary to carcer average revalued carrungs

Inflationary growth assumptions

In December 2010 the UK Government passed legislation amending the statutory revaluation of pension scheme benefits
and increases to penstons tn payment under defined benefit pension schemnes from RPI to CPI measures As disclosed in

the financial statements for the year ended 31 December 2010, the Group's obhgatians in respect of deferved members and
penstoners are complex, due to the merger of multiple schemes with differing member nights into the Persmmon Scheme,
following varous acquisitions No gain was recogmised at 31 December 2010 as the Directors were reviewing all pension
obhigations i detail to assess the effect of this change During the period to 31 December 2011 the Group has concluded its
review of the nights to inflationary pension 1ncrease of its different groups of scherme members. Where 1t has been concluded
that there 15 no RPI obligation the actuarial assumptions have been amended to a CPI measure The resulting gain of £32 5m
from this change 1n assumption has been included within the actuartal gain recognised within other comprehensive income
duning the pertod
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Notes to the Financral Statements continued

29 Retirement benefit obligations (continued)

The assets of both defined benefit schemes have been calculated at fair value and the Liabilities, at each balance sheet date,
have been calculated based on the following financial assumpuions (figures presented are an aggregation of both defined
benefit schemes)

2011 2010
% p-a % p.a.
Discount rate 4.90 540
General pay increases 3.10 350
RP! Inflation assumption a.10 350
CPI Inflation assumpbon 210 N/A
Pensian incraases — Limited Prce Indexation 2.90 330
Expected retum on Scheme assets
Equities 8.00 800
Bonds 3.40 475
Property 7.00 775
Other 5.67 425

Persimmon Pl¢c employs a building block approach 1n identifying the long term rate of return on pension plan assets Historical
markets are studied and assets with higher volatility are assumed to generate higher returns consistent with widely accepted
capital market principles The assumed long term rate of return on each asset class 15 set out above The overall expected rate

of return on assets 1s then derived by aggregating the expected return of each asset class aver the actual asset allocation for the
scheme at 31 December 2011

The mayor categories of schemne assets as a percentage of the total fair value of scheme assets are as follows

2011 2010

% %

Equities 50 62

Bonds 36 33

Property - -

Other 14 5
The amounts recogmsed in the statement of comprehensive income are as follows.

2011 2010

£m £m

Current service cost 2.8 3.2

Curtaiiment credit - (09

Interest cost 21.5 213

Expacted return on scheme assets {19.8) {18 4}

Total included n staff costs) 4.5 52

Actuanial gain recognised n other comprehensive INcorme (7.8) 25

Total defined benefit scheme (_g_;gln)/loss recognised {3.3) 27

'The overall expected rate of return on scheme assets 1s a weighted average of the individual expected rates of return on each
asset class




Notes to the Financial Statements continued

29 Retirement benefit obligations (continued)
The cumulative loss recogmsed in other comprehensive income since the adoption of IAS 19 (Revised) 15 £49 8m (2010 £57 6m).

2011 2010

£m £m
Expected retum on scheme assets 19,8 184
Actuarial loss)/gain on schemne assets (13.0) 91
Actual retum on scheme assets 6.8 275

The amounts included 1n the balance sheet ansing from the Group’s obligation in respect of 1ts defined benefit schemes
are as follows

2011 2010

£m £m

Present value of funded obligations {392.6) 403 1)
Far value of scheme assets 333.1 3048
Deficit in the scheme and net hability in the balance sheet (59.5) (98 3)

A deferred tax asset totalling £14 9m (2010 £26 6m) has been recognised on the balance sheet in relation to the net
pension obligation

Movements in the hability recognised on the balance sheet were as follows

2011 2010

£m £m
At 1 January {98.3) (114 4)
Total gain/{loss) recogrised in the penod 3.3 2.n
Company contnbutions paid in the period a5.5 188
At 31 December (59.5) {98 3)
Changes in the present value of the defined benefit obligation were as follows

2011 2010

£m £m
At 1 January (403.1)  [3879)
Current service cost (2.8) B2
Interest cost {21.5) (21 3)
Actuarial gans/losses) on liabililes 20.8 {66)
Gain on curtalmant - a9
Benefits paid 14.0 144
At 31 December (392.6) {4031)
Changes in the fair value of scheme assets were as follows

2011 2010

£m £m
At 1 January 304.8 2729
Expected retum 19.8 184
Actuanal floss)/gans on assets {13.0) 91
Coninbutions 35.5 188
Benefits paid (14.0) (14 4)
At 31 December 333.1 304 8

The Group has agreed to mimimum contnbuttons to the scheme during 2012 of £4 2m
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Notes to the Financial Statements continued

29 Retirement benefit obligations (continued)
A three year history of expertence adjustments 1s as follows

2091 2010 2009

&m £m £m
Present value of defined benefit obiigation {392.6) @031 {3873)
Far value of scheme assets 333.1 3048 2729
Deficit in the scheme {59.5) (28 3) {114 4)
Expernence adjustments on scheme assets (13.0) 91 288
Percentage of scheme assels {3.9%) 3C% 10 6%

Post retirement life expectancy assumptions for retirement aged members are as follows

2011 2010

Yeoars Years

Male current pensioner 22.3 222
Femala current pensioner 24.6 244
Male tuture pensionar 236 235
Female future pensioner 25.8 257

The Company does not present valuations of its own separate assets and habilities under the defined benefit schemes as this 1s
a multu-employer plan in existence for many years and it has been impractical to separately identify such assets and habilitzes
subsequent to the transition to IFRS

30 Share-based payments
The Group operates a number of share option schemes, the details of which are provided below All schemes are equuty settled.

The Savings-Related Share Option Scheme 1s an HMRC approved scheme open to all permanent employees with more than
six months’ service Options can normally be exercised three years after the date of grant.

Options have been 1ssued to semor management (including the executive Directors) under the Group's various executive share
option schemes, which include awards under the long term incentive plan (LTIP) Vesting of options granted under the LTIP

1s dependent upon

1 Return on capital employed and TSR versus a comparator group of constituents of the FTSE 100 at the date of grant for
options granted 1n March 2008,

2 Group operating cash flow generation and TSR versus a comparator group of constituents of the FTSE 250 at the date of
grant for options granted between September 2008 and Apnil 2009;

3 TSR versus a comparator group of constituents of the FTSE 250 at the date of grant and Profit Before Tax before exceptional
items and amortisation for options granted in 2010 and 2011

Options granted under the LTIP since September 2010 consisted of an HMRC approved LTIP award where appropriate, with
an exercse price equivalent to market value on the date of the award, plus a inked option In the event that the market pnice
of a share at the date of exercise of an approved option exceeds the option price, then the value of the linked award that vests
15 restricted to an amount capped at the cost of exeraise of the approved option
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Notes to the Financial Statements continued

30 Share-based payments (continued)

Reconciliations of share options outstanding during each pertod, under each type of share scheme are as follows

201 2010

Savings-Related Share Savngs-Relatea Share

Option Scheme Opuon Scheme

Number  Weighted Nurmber  Wesghted

of shares averngs of shares average

under exgreise under EXErCISe

Group and Companty option  price {p) opton price (p}
Cutstanding at the beginnuing of the year 1,763,139 355.1 1,660,468 3871
Granted dunng the year 824,393 365.0 420,427 3240

Forfeited dunng the year {272,954) {462.6) (313,345) 483 7)

Exercised dunng the ysar {721,893) (326.1) 4.411) {326 O}
CQutstanding at the end of the year 1,592,685 354.9 1,763,139 3551
Exercisable at the end of the year 206,676 326.0 78,878 7427
2011 2010

Exacutive Share Executive Share

Schemes Schemes

Number  Waighted Number  Weghted

of shares average of shares average

undey axercise under exencsa

Group and Comparry option prico (p) opton prce (p)
Ouistanding at the beginning of the year 19,550 388.1 19,550 3881
Exercised dunng the year {12,400) {370.1) - -
Outstanding at the end of the year 7,150 419.5 18,550 3881
Exercisable at the end of the year 7,150 419.5 19,550 3881
201t 2010

Bonus Sharea Scheme Benus Shares Scheme

Number of Number of

Group and Company shares under option shares ungder option
QOutstanding at the beginning of the year - 39,453

Exercised dunng the year - {39.453)
Qutstanding at the end of the year - -
Exercisable at the end of the year - -
201 2010

Long Term Incentive Ptan Long Term incentve Plan

Non HMRC Approved Non HMRC Approved

Number of Number of

Group and Company shares under option shares under opben
Outstanding at the beginning of the year 3,283,781 2,595,936
Granted during the year 1,197,109 1,184,187

Forfeited during the year {1,082,258) {496,342)
Exercised dunng the year (278,838) -
Outstanding at the end of the year 3,119,794 3,283,781
Exercisable at the end of the year 61,952 -
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Notes to the Financial Statements continued

30 Share-based payments (continued)

2011 2010

Long Term incentive Ptan Long Ter incentve Plan

HMRC Approved HMRC Approved

Number  Weightad Number  Weghted

of shares average of shares average

under axarciae under exeriss

Group and Company option price {p) opton pnce (p)
Qutstanding at the beginning of the year 630,277 398.4 - -
Granted dunng the year 360,869 4521 636,552 398 4
Forfaited during the year {108,991) 412.1) {6,275) 3984
Qutstanding at the end of the year 884,155 418.7 830,277 3984
Exercisable at the end of the year - - - -
20 2010

Synergy incentive Plan Synergy Incentve Plan

Number of Number of

Group and Company shares under option shares under opton
Qutstanding at the beginning of the year - 581,250
Granted during the year* - 149,010
Exercised during the year - {730,260)

Quistanding at the end of the year

Exercisable at the end of the year

* Rapresents the divdend equivalent i accondance with the rudes of the Syhergy Incentive Plan

The weighted average share price at the date of exercise for share options exercised during the period was 472 6p (2010 437 3p)
The options outstanding at 31 December 2011 had a range of exeraise prices from zero to 419 5p and a weighted average

remaining contractual life of 1 7 years (2010 1 6 years)

The inputs into the binommal option-pricing model for options that were granted in the year were as follows

LAP LmP LTP
2011 2011 2011 SAYE
Unapproved Approved Linkad 2011
Grant date 4 Apr 2011 4 Apr 2011 4 Apr 2011 12 Oct 2011
Risk free interest rate 1.86% 186% 186% 093%
Exercise price il 452p nil 365p
Share pnce at date of grant 4 63p 4 63p 463p 4.89p
Expected dvidend yreld* 0% 0% 0% 18%
Expected Iife 3 years 3 years 3 years 3 years
Date of vesting 4 Apr 2014 4 Apr 2014 4 Apr 2014 12 Oct 2014
Expected volatility 45% 45% 45% 45%
Far value of gption 394p 151p 243p 185p

* Racent LTIF cpbon awards will accrua dividends on any options which vest

Expected volatility was determined by calculating the histonic volatihity of the Group's share price over vanious timescales.

The expected life used in the model has been adjusted, based on best estimates, to reflect exercise restrictions and behavioural

considerations

In 2011, the Group recognised total expenses before tax of £4.2m (2010- £3 4m) in relation to equuty settled share-based
payment transacttons in the Consclidated Staternent of Comprehensive Incame. These option charges have been credited
against the retained earnings reserve As at 31 December 2011 the total hability recognised in relation to equity settled
share-based payments was £6 2m (2010 £6 8m) of which £0 3m (2019 £0 1m) related to options currently vested awaiting
exercise All share-based payments are expensed by the Company. The Company makes management charges toits
subsidiartes which include the cost of providing this benefit to their employees
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Notes to the Financial Statements continued

31 Details of Group undertakings

The Drrectors set out below information relating to the major subsidiary undertakings (those that pnincipally affect the profits
and assets of the Group) of Persimmon Plc at 31 December 2011 All of these companes are registered in England. 100% of
voting rights are held by compan:es within the Group Having made use of the exemption in section 410 of the Companies Act
2006, a full hst of substdiary undertakings and jointly controlled entities will be annexed to the Company’s next annual return

Major subsidiary undertakings

Persimmon Homes Limited® Charles Church Developments Limited® Westbury Linuted**
Persimmon Holdings Limited* Beazer Group Lamited***

“ The shares of this company are heid by Persmmon Holdings Limited and Persimmon FIc,
£ The shares af this company are hekd by Persimmon Holdings Limited.

* The shares of this comparnty are held by Persimmon Finance Limited and Persimmon Fic.
** The sharas of this company are held by Persimmon Pic

*** The shares of this company are held by Persmmon Homes Limited

32 Related party transactions

The Board and certain members of senior management are related parties within the definition of IAS 24 (Related Party
Disclosures) Summary information of the transactions with key management personnel 1s provided 1n note 7 Detailed
disclosure of the indivtdual remuneration of Board members 1s included 1n the Remuneration Report on pages 41 1o 49
There 15 o difference between transactions with key management personnel of the Company and the Group

The Company has entered into transactions with its subsidiary undertakings in respect of the following: internal funding
loans and pravision of Group services (including serior management, IT, accounuing, marketing, purchasing, legal and
conveyancing services) Recharges are made to subsidiary undertakings for Group loans, based on funding provided, atan
interest rate inked to average Group borrowing costs No recharges are made 1n respect of balances due to or from otherwise
dormant subsidiaries Recharges are made for Group services based on utilisation of those services

During the year these recharges amounted to

2011 2010

£m £m

Interest charges on intra-group funding 1.8 9G
Group services recharges 23.0 235
348 334

In additton to these services the Company acts as a buying agent for certain Group purchases, such as insurance These are
recharged at cost based on utihsation by the subsidiary undertaking

The amount outstanding from subsidiary undertakings to the Company at 31 December 2011 totalled £730 5m
(2010 £4290m) Amounts owed to subsidiary undertakings by the Company at 31 December 2011 totalled £3,111 4m
(2010 £2,6312)

The Company provides the Group's defined benefit pension schemes Expected service costs are charged to the operating
businesses at cost There 15 no contractual arrangement or stated policy relating to the net defined benefit cost. Expernence
and actuanal gains and losses are recogmsed 1n the Company.

Certain subsidhary undertakings have entered into guarantees of external bank loans and overdrafis of the Company

The total value of such borrowings at 31 December 2011 was £ml (2010 £204 Im) The Company has entered into guarantees
over bank loans and borrowings of the subsidiary undertakings The total value of such borrowings at 31 December 2011 was
£ml (2010 £mil)

The Company has suffered no expense in respect of bad or doubtful debts of subsidiary undertakings in the year (2010 £ml)
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Directory

North Divission Board

Jeff Farrburn
Division Chief Executive

John Cassie
Regional Chairman

Dawid Jenkinson
Regional Chairman

Persitntmon Homes Yorkshire
Charles Church Yorkshire
Perssmmon House

Fulford

York YO19 4FE

Telephone (01904) 642199

Fax (01904) 656142

Managing Director Andrew Bowes

Persimmon Homes West Yorkshire
Charles Church West Yorkshire

3 Hepton Court

York Road

Leeds LS9 6PW

Telephonc (0113) 2409726

Fax (0113) 2408967

Managing Director. Wayne Gradwell

Persimmon Homes West Scotland
Partnerships Scotland

Charles Church West Scotland
180 Findochty Street
Garthamlock

Glasgow G33 5EP

Telephone (0141) 7662600

Fax {0141) 7662605

Managing Director Douglas Law

Persummon Homes East Scotland
Charles Church East Scotland

Uit 1

Wester Inch Business Park

Old Well Count

Bathgate EH48 2TQ

Telephone (01506) 638300

Fax (01506) 638301

Managing Director im Kirkpatrnick

Persimmon Homes North West
Charles Church North West
30-34 Crofts Bank Road
Urmston

Manchester M41 0UH
Telephone 0161 7463737

Fax 0161 7483272

Managing Dhrector Neil Follows

Perstramon Homes Lancashire
Persimmon House

Lancaster Business Park

Caton Road

Lancaster LA1 3RQ

Telephone (01524) 542000

Fax (01524) 542001

Managing Director Mark Cook

Persimmon Homes North East
Charles Church North East

2 Esh Plaza

Sir Bobby Robson Way

Great Park

Newcastle Upon Tyne
NE139BA

Telephone (0191) 238 9950
Fax (0191) 238 9993

Deputy Managing Director John Eynon

Persimmon Homes Teesside
Charles Church Teessude
Persimmon House

Bowburn North Industnal Estate
Durham Road

Bowburn

County Durham DHeé 5PF
Telephone (0191) 3774000

Fax (0191) 3774001

Managing Director Neul Foster

Central Duvision Board

David Thornton
Duviston Chief Executive

Judith Potter
Division Finance Director

Andrew Hammond
Regional Chairman

Persimmon Homes North Midlands
Charles Church North Midiands
Davidson House

Meridian East

Mendian Business Park

Leicester LE19 1WZ

Telephone (¢116) 2815600

Fax (0L16) 2815601

Managing Director Paul Hurst

Persimmon Homes West Midlands
Charles Church West Midlands
Venture Court

Broadlands

Wolverhampton

West Midlands WV106TB
Telephone (01902) 787989

Fax (01902) 624333

Managing Director Steve Hird

Persimmon Homes South Midlands
Charles Church South Midlands
Aspen House

Bumingham Road

Studley

Warwickshire B30 7BG

Telephone (01527) 851200

Fax (01527) 851222

Managing Director: Richard Oldroyd

Persimmon Homes Midlands
Charles Church Midlands

3 Waterside Way

Bedford Road

Northampton NN4 7XD
Telephone (01604) 884600
Fax (01604) 884601

Managing Director Andrew Hammond
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Dhrectory continued

Persimmon Homes East Midlands
Charles Church East Midlands
Perstmmon House

19 Commerce Road

Peterborough Business Park
Lynch Wooed

Peterborough PE2 6LR

Telephone (01733) 397200

Fax (01733) 397255

Managing Director Adrian Evans

Persimmon Homes Thames Valley
Charles Church Thames Valley
Persimmon House

Vanwall Business Park

2 Vanwall Road

Maidenhead

Berkshire SL6 4UB

Telephone (01628) 502800

Fax (01628) 502801

Managing Director Ian Menham

Persimmon Homes Essex

Charles Church Essex

10 Collingwood Road

Witham

Essex CM8 2EA

Telephone (01376) 518811

Fax (01376) 521145

Managing Director Duncan Jackson

Perssimmon Homes Angha

Charles Church Angha

Perssmmon House

Cobnlle Road Works

Qulton Broad

Lowestoft

Suffolk NR33 9Q8

Telephone (01502) 516784

Fax (01502) 561656

Managing Director Andrew Fuller

South Dvision Board

Nigel Greenaway
Division Chief Executive

Judith Potter
Division Finance Director

Adrian Morgan
Regronal Chaurman

Persimmon Homes South East

Charles Church South East

11 De Hawilland Dnive

Brooklands Business Park

Weybridge

Surrey KT13 0YP

Telephone (01932) 350555

Fax (01932) 350022

Managing Director. Richard Matthews

Persimmon Homes South Coast
Charles Church South Coast

Park View House

100 Wickham Road

Fareham

Hampshire PO16 7HT

Telephone (01329) 514300

Fax (01329) 514333

Managing Director- Andrew Golawsk:

Persimmon Homes Wessex
Charles Church Wessex

Verona House

Tetbury Hill

Malmesbury

Wiltshire SN16 9JR

Telephone (01666) 824721

Fax (01666) 826152

Managing Director Steve Roche

Perstmmon Homes Severn Valley
Charles Church Severn Valley
Churchward House
Churchward Road

Yate

Bristol BS37 5NN

Telephone (01454) 333877

Fax (01454) 327123

Managing Director Carl Haley

Persimmon Homes East Wales
Charles Church East Wales
Perssmmon House

Llantrisant Business Park
Llantrisant

Mid Glamorgan CF72 8YP
Telephone (01443) 223653

Fax (01443) 237328

Managing Director. Steve Wilhams

Persimmon Homes South West
Charles Church South West
Mallard Road

Sowton Trading Estate

Exeter

Devon EX2 7LD

Telephone (01392} 252541

Fax (01392) 430195

Managing Director Sumon Perks

Persimmon Homes Southern
Charles Church Southern
Charles Church House
Knoll Road

Camberley

Surrey GU15 3TQ
Telephone (01275} 808080
Fax (01276) 808081

Deputy Managing Director:
Danny O'Connor

Persimmon Homes West Wales

Charles Church West Wales

34-37 Lambourne Crescent

Cardaff Business Park

Llanishen

Cardiff CF14 5GG

Telephone (02920) 768415

Fax (02920) 761044

Director in Charge Andy Baker-Edwards

Westbury Partnerships
Tameside Drive

Castle Bromwich
Birrmingham B35 7AG
Telephone: 0121 748 8350
Fax: 0121 748 3583

Group Partnerships Director
Ashley Lane

Spaced Ltd

Tameside Drive

Castle Bromwich

Birmingham B35 7AG
Telephone: 0121 748 8383

Fax 0121 776 7369

Managing Director Chns FHagan
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Shareholder Information

Analysis of shareholding at 31 December 2011

Number of

Size of sharcholding sharsholders %
15,000 10,318 9209
5,001 - 50,000 528 4,71
50,001 ~ 250,000 189 169
250,001 and over 169 151
Total 11,204 100.00
Share price ~ year ended 31 December 2011

Price at 31 Dacember 2011 4700p
Lowest for year 374 0p
Highest for year 518 5p

The above share prices are the middle-market closing share prices as derwved from the London Stock Exchange Dawly Offical Last.

Financial Calendar 2012
Annual General Mesting 19 Apnl 2012
Interm Management Statement 19 April 2012
Shares ex-dividend 9 May 2012
Record date for final dvidend entitlement 11 May 2012
Final date for receipt of dmdend reinvestment plan elections 23 May 2012
Payment of final dwdend 2011 15 June 2012
Tracding Update 3 July 2012
Announcement of Half Year Results 21 August 2012
Intenm Management Statement 13 Naovember 2012
Five Year Record

2011* 2010 2009 2008 2007
uUni sales 9,360 9,384 8,976 10,202 15,8905
Revenug £1,535.0m £1,569 5m £1,420 6m £1,7551m £3,014 9m
Average seling price? £166,142 £169,339 £160,513 £172,594 £189,558
Profit from operations £153.0m £128 7m £572m £198 3m £657 3m
Profit before tax £148.1m £95 5m £70m £126.6m £585 1
Basic earmings per share 36.8p 24 8p 21p 353p 138 3p
Diluted earnings per share 38.5p 24 6p 21p 352p 1376p
Dwidend per share 10.0p 75p il 50p 51.2p
Net assets per share 608.6p 5791p 540 2p 518 0p 7814p
Total shareholders’ equity £1,839.3m £1,7440m £1,6232m £1,5562m  £2,3454m
Returm an capital employed 8.3% 6 9% 28% 64% 217%

All figures shown before goodwill amortisation/impairment where applicable

* 2008, 2009, 2010 and 2011 figures stated before exceptional items.
A Average seling pnce calculated from nomenal vakue of revenue (hefore IAS 18 adustment to far value shared squity sales).
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Directors

Nicholas Wrigley
Chairman

Mike Farley
Group Chief Executive

Mike Killoran
Group Finance Director

Jeff Fairburn

Group Managing Director and

North Division Chief Executive

David Thompson

Sentor Independent Drrector

Nel Davidson
Non-executive Director

Richard Pennycook
Non-executive Director

Jonathan Davie
Non-executive Director

Mark Preston
Non-executive Director

Life President

Duncan Davidson founded Persimmon in 1972 The Company
floated on the London Stock Exchange 1n 1985 and became

the first pure housebuwilder to enter the FTSE 100 in December
2005 Mr Davidson retired as Chairman i Apnl 2006 and

assumed the role of Life President.

Company Information

Group Company Secretary
Neil Franais

Registered office
Persimmeon House
Fulford, York YO19 4FE
Telephone (01904) 642199
Fax (01904) 610014

Company number
1818486
Incorporated 1n England

Auditor
KPMG Audit Pic

Bankers

The Royal Bank of Scotland plc

Lloyds TSB Bank plc
Barclays Bank PLC

HSBC plc

National Australia Bank Ltd
Santander UK plc

Financial advisors/stockbrokers

Merrill Lynch International

Citigroup Global Markets Limited

Solicitors

Mayer Brown International LLP

Registrars

Computershare Investor Services PLC

The Pavilions

Bridgwater Road

Bristol BS99 6Z.Z
Telephone (0870) 7030178
www investorcentre co uk

Information to be found on our website

IMAGE REMOVED IMAGE REMOVED IMAGE REMOVED IMAGE REMOVED
Find a home Persstmmon Group Recruitment Corporate responsibility
www persimmonhomes com  www corporate, www persimmonjobs comn www corporate
www charleschurch com persimmonhomes com I persimmonhomes com

nformation on the careers
Abuyers’ guide to Financial and corporate and positions available Thus section includes
Persimmon and Chares winformation on the Group within the Persimmon the Sustainability Report,
Church new homes wncluding current share Group otr report on corporate

price.
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Persimmon Pic
Persimmaon House
Fulford

York YO19 4FE

Telephone 01904 642199
Fax 01904 610014

E-mal feedback@persmmonhomeas.com

www.persimmanhomes.com




