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Our vision

Our vision is to lead the future of
housebuilding by putting customers
at the heart of everything we do.

We are proud not only to be Britain's leading housebuilder but also
to lead the industry, both in customer service and build quality.

We are building homes the country needs, creating jobs and supporting
economic growth whilst delivering for our shareholders.

Our first integrated report

With a commitment to sustainability throughout our business,

we believe integrated thinking enables us to deliver long term value for
our stakeholders. This integrated Annual Report illustrates our focus on
the connection between economic, environmental, social and governance
matters and how this creates and preserves value for stakeholders.

-> For a detailed description of our approach to integrated reporting, go to the Appendix on page 209

Notice regarding limitations on Directors’ liability under English law

Under the Companies Act 2006, a safe harbour limits the liability of Directors in respect of statements in, and
omissions from, the Strategic Report contained on pages 2 to 65 and the Directors’ Report contained on pages 66

to 121. Under English Law, the Directors would be liable to the Company (but not to any third party) if the Strategic
Report and/or the Directors’ Report contains errors as a result of recklessness or knowing misstatement or dishonest
concealment of a material fact, but would not otherwise be liable.

Strategic Report and Directors’ Report

Pages 2 to 65 inclusive comprise the Strategic Report and pages 66 to 122 inclusive comprise the Directors’ Report,
both of which have been drawn up and presented in accordance with, and in reliance upon, English Company Law.
The liabilities of the Directors in connection with the reports shall be subject to the limitations and restrictions
provided by such law.

Cautionary statement regarding forward-looking statements

The Group's reports including this document and written information released, or oral statements made, to the public
in future by or on behalf of the Group, may contain forward-looking statements. Although the Group believes that its
expectations are based on reasonable assumptions, any statements about future outlook may be influenced by factors
that could cause actual outcomes and results to be materially different.
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Our business in summary

Total home completions’ Our home completions (including JVs)

/ﬂ 7 8 5 6 Developing homes across Britain where people want to live
p

[2018: 17,579

Average active sales
outlets

370

{2018: 368)

Housebuilding
divisions

27

[2018: 27)

Owned and controlled

«
1
' o

‘—'}i

.
Ve
E

.

B Scotland

1,862

(2018: 1,729

O Northern

3,156

{2018: 2.965]

O Central

3,130

[2018: 3,258]

B West

2,778

[2018: 2,639)

[J London and Southern

3,175

18: 3,44
land bank plots (2018: 3,448)
; 3,755

{2018: 79,432) ’

[2018: 3,540)
Employees?
6 5 @ Zé Our brands

p We have three housebuilding brands - Barratt Homes, David Wilson Homes and Barratt London.

(2018: 6,330 Commercial developments are delivered by Wilson Bowden Developments.

Total home completions, including JVs, were
17.856 (2018: 17,579) for the year. Private
home completions were 13,533 (2018:13,439).

Affordable home completions were 3,578 (2018: BARRATT

3,241) and JV home completions in which the
Group has an interest were 745 (2018: 899).

HOMES

~

Employee numbers, excluding sub-contractors,
taken at 30 June

¢l \, DAVID WILSON HOMES

BARRATT @

— LONDON — Wilson Bowden

Davalopmaris
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Investment proposition

We have clear differentiators which underpin our investment

proposition:

¢ We have a fast build and sell model and run one of the
shortest land banks in the industry.

e We maintain a resilient batance sheet, with a clearly defined
and embedded operating framework, and focus on strong
cash generation.

* We have a strong and experienced workforce who deliver
quality homes.

Shorter Strong balance
owned land sheetand cash
bank generation

build and
sales teams

3 ~

Highly
experienced

» Quality and customer service are tundameéntal 1o all of our
business operations and we are proud to lead the industry in
this area. We are the only major housebuilder to be awarded a
HBF 5 Star rating for customer satisfaction for ten consecutive
years.

* We operate across Britain diversifying our business and
managing risk.

These differentiators drive delivery for our shareholders and other

stakeholders. We remain focused on our medium term targets

of 3 - 5% volume growth per annum in wholly owned home

completions, margin improvement and a minimum 25% ROCE

over the medium term.

Industry
leading quality
and service
standards

Broad
geographic
spread

Attractive cash returns

Growing volumes

3 - 5% volume growth per annum
in wholly owned home completions over
the medium term

e See progress on page 4

o . . e e e -

Delivering margin improvement

Land acquisition hurdle rate of
minimum 23% gross margin

e See progress on page 4

i ——— -

2.5 times dividend cover supplemented by
special returns when market conditions altow

e See progress on page 5

Our homes

We are committed to building high quality homes and have been
awarded 84 NHBC Pride in the Job Awards on our sites in 2019,
more than any other housebuilder for 15 consecutive years.

Our customers

We put our customers first and have a long standing commitment
to quality and service.

Completions by unit type

2019 2018
M 1and 2bedroom homes 13% 11%
0 3 bedroom homes | 35% 33%
11 4 bedroom homes — i ©30%  33%
215 and 6 bedroom homes ) &% 4%
OFlats London 5% 5%
8 Flats non-London o o - 13% 14%

Completions by deal type

I 2019 2018
W Help to Buy _ 36%  36%
l Part-exchange 1% 9%
0 Other private T 2T% 3]3/0
73 Investor ' ’ g‘%- ‘ 5°/g
DAfordable 21%  19%

www.barrattdevelopments.co.uk
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Key performance indicators

Operational targets
Financial

Medium term

Measure targets KPI target Progress Definition Why we measure
Total home 3 - 5% growth Disciplined Number of completions Legally completed homes Reflects activity and
completions  per annum growth in 16447 17319 17395 1757 118%6 - dyring the year including growth of the business
in wholly completion 100% of JV homes legally
owned home volumes completed in which the Method by which
completions Group has an interest business capacity is
. Status: monitored
Growing Present 2.6% growth in
volumes business wholly owned £ 25 & &
capacity of completion;
20,000 homes 0 17.111 with
per annum totalhorpe
completions at
17.856
Gross New land New land Gross profit divided by Key internal metric
margin acquisitions at acquisition at a total revenue, expressed for assessing site
(%] minimum 23% minimum 23% as a percentage profitability
gross margin gross margin
Enables consistent
Status: comparison of land
On track — . acquisitions
& 8 8 8 §
Operating N/A Driving further  £m Profit from operations Demonstrates
profit improvements oz 825 oL profitability of our
(Em] sp 084 business before
Status: finance costs, share of
Good progress profits from JVs and
delivered in the associates and tax
year T
Delivering 2 8 8 &8 8 Assesses lhe_efflciency
N of our operations
margin
improvement T . T T T T )
Operating N/A Driving further Operatingmargin% o Operating profit divided by =~ Demonstrates
margin improvements total revenue, expressed profitability of our
(%) as a percentage business before
Status: finance costs, share of
Good progress profits from JVs and
delivered in the associates and tax
year
Assesses the efficiency
of our operations
Profit N/A In line with em The Group’s profit before Shows the profitability
before tax consensus at tax including its share of the Group subject
(Em] the start of the of profits from JVs and to tax

financial year associates

Status:
Achieved

w o o~ © o
Qo o o o =3
[ &N ~ ~

Key metric for
assessing performance
for Executive Directors’
remuneration

Barratt Developments PLC Annual Report and Accounts 2019
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Medium term

Measure targets KPI target Progress Definition Why we measure
ROCE Minimum 25% Minimum of ROCE Calculated as earnings Ensures efficient and
(%I 25% gy B8 e W7 before amortisation, effective use of capital
B9 interest, tax, operating within the business
Status: charges relating to the
Achieved H defined benefit pension Key metric for
scheme and adjusted assessing performance
Delivering items, divided by average for Executive Directors’
ROCE 2 2 3 2 % net assets adjusted for remuneration
= T " % goodwill and intangibles,
tax, cash, loans and
borrowings, retirement
benefit assets/obligations
and derivative financial
instruments
Earnings N/A In line with Pence Calculated by dividing Shows profit
per share consensus at o 685 ke the profit for the year attributable to each
[pence) the start of the 155 B attributable to ordinary share and used to
financial year shareholders by the calculate the amount
weighted average number of dividend per share
Stat.us: of ordinary shares in issue
Achieved — 11— " MB  juring the year, excluding  Key metric for
& & & & & thoseheld bythe EBT on assessing performance
which no dividend is paid for Executive Directors’
remuneration
Attractive
cashreturns : Co- - : - coe
Total N/A Threshold 0 TSR is a measure of Shows the appreciation
shareholder 19.2% 3 6 . 8 /0 the performance of the and income 3
return (%] Maximum for the three years Group's share price over shareholder receives
446.2% ended 30 June 2019 a period of three financial from holding each
years. It combines share share
Status: (2018: 15.6% for the price appreciation and
26.2% of a dividends paid to show Key metric for

potential 33.3%
of the 2016/17
LTPP award
vesting

three years ended
30 June 2018)

the total return to the
shareholders expressed
as a percentage

assessing performance
for Executive Directors’
remuneration

)
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Key performance indicators

continued

Operational targets

Non-financial

KPI target Progress Definition Why we measure
Health 94% 0 The percentage of internal inspections ~ Demonstrates compliance with
and safety 96 /0 which are compliant with SHE safety standards on our sites
(SHE audit guidetines - eator hiahliahi

R (2018: 96% Lead indicator highlighting areas of

compliance] - 96%l SHE focus

18,000 - 22,000 plots The number of plots approved for Monitors that the Group is approving
Land approved for purchase 1 8 448 purchase enough land for purchase to support
approvals 4 future business activity

(2018:20,951)

{plots}

Ensures land is approved at
minimum hurdle rates

Customer
service

HBF 5 Star customer
satisfaction

ik

5 STAR HOME BUILDER
CUSTOMER SATISFACTION

Vs

WOME BUILOEAS FEDERATION

The percentage of homebuyers
who would recommend us to family
and friends taken from the HBF
Homebuilder Survey

Customer satisfaction is a strategic
priority and fundamental to our
business

HBF Homebuilder Survey is an
industry recognised independently
measured indicator of our customeér
service and build quality

Employee

Upper quartile
engagement

82%

The percentage level of satisfaction of
our people measured using an annual
independently conducted survey

To gain an insight of, and provide a
forum for, employee views

018: 79% . . .
:ngagement Achievlezd uspper ;luarlile To retain and invest in the
core :
engagement best people and focus on their
development and success
Reduce construction Tonnes per 100sq.m. The measure for waste intensity To maximise operating efficiency

Waste
intensity

{per 100 sg.m.

of legally
completed
build areal

waste intensity
[tonnes per 100 sq.m.
of legally completed
build area) to 5.67 by
2025

See page 38

2005
2016
2017
2018
2019

applies to above ground construction
waste only li.e. excludes demolition
and excavation waste). It measures
tonnes of waste generated for every
100 sq.m. of legatly completed build
area

and use materials as efficiently as
possible in the construction process

Monitors progress in waste
reduction

Carbon
intensity

{per 100 sq.m.

of legally
completed
buitd area)

Reduce carbon
intensity (tonnes
CO,e per 100 sq.m.

of legally completed
build area) from

our construction
operations, offices
and business travel to
2.53 (restated)

See page 202

o
=3
~

Measures tonnes of greenhouse gas
emissions associated with our Scope
1, 2 and 3 emissions, which includes
energy and fuel use on our sites, in
offices and business travel, for every
100 sq.m. of legally completed build
area

Monitors environmental impact of
our business activities

Monitors progress in carbon
reduction arising from our
operations

Barratt Developments PLC Annual Report and Accounts 2019
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Operating framework

We have a strong operating framework to maintain an appropriate capital structure. Shareholders’ funds and tand creditors are used to fund
longer term investment, while working capital is funded from existing cash resources as our business operates with modest average net
cash, supported by bank facilities. We put in place our revised operating framework in September 2018 and summarise our progress below.

Target

Definition

Why we measure

Further
information

c.3.5years
owned/c.1.0 year
controlled

Measure Progress
Owned and Land bank years
controlled land 5 45 a5 LB 47
bank [years)
s = =~ ® o
8 8 B &8 &

The number of years supply of
owned and controlled land

Drives the ownership of
the optimum amount
of land to support
business activities

Key metric for
assessing performance
for Executive Directors’
remuneration

©

See pages
36 to 37

Reduce to 25 -
30% of the land
bank over the
medium term

Land
creditors

Land creditors %

as a percentage B p

of owned land 3 * »
bank

2015
2014
2017
2018
2019

Calculated as land creditors
as a percentage of owned land
bank

Shows the
indebtedness related to
the owned land bank

©

See pages
54 to 56

Modest average
net cash over the
financial year

Net cash

Year-end net cash

Calculated as cash and

Calculated as the sum of the
daily borrowings. deposits
and current account balances
divided by the number of days
in the financial year

cash equivalents, less total
borrowings being total drawn
debt, plus/minus the value
of any foreign exchange
swaps held

Shows the Group's
liquidity

Helps to assess the
Group’s ability to fund
its ongoing operational
commitments

Shows the Group’s
liquidity

Helps to assess the
Group's ability to fund
its ongoing operational
commitments

©

See pages
54 to 56

See pages
54 to 56

Appropriate
financing facilities

Treasury

No more than 80% of committed
facilities are to mature within

a two-year period and the
weighted average maturity is a
minimum of two years. The RCF
refinancing is to be completed

a minimum of 12 months prior
to maturity

Reduces refinancing
risk. If the financial
markets were in crisis,
all debt maturing

in a short period of
time would create

a significant risk to
the Group

©

See pages
54 to 56

2.5x dividend
cover

Capital
Return
Ptan

Ordinary dividend
supplemented by
special returns
when market
conditions allow

To be Average net cash of
moderately £298.3m
cash positive,
on average, (2018: £127.4m)
throughout the
year [Em]
Year-end net Em
cash (Em) T3 757
5920

185
Level and £700.0m RCF
duration of expiring in 2023,
committed £200.0m USPP
financing notes expiring in
facilities 2027
Ordinary 4 6 4
dividend of . p
2.5% cover, total proposed
plus special dividend representing
returns in line 2.5x cover
with Board and special return
announcements (2018: 43.8p]

Dividend cover is calculated
as the ratio of the Group’s
profit or loss for the period
attributable to the owners of
the Company to total ordinary
dividend. Special returns

are supplementary amounts
announced by the Board

Shows the income a
shareholder receives in
relation to the Group’s
profit or loss

©

See pages
18to 19

www.barrattdevelopments.co.uk
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Market review

The UK economy and

the housing market

« The UK economy grew by 1.8%
year on year in the first quarter of

2019 but contracted by 0.2% in the
second quarter'

« Bank of England base rate of
interest remains low at 0.75%’

* 119m residential property
transactions in the UK in 2018 - 19°

UK average house
price in June 2019

£230,292

@09%

Uncertainty around the UK leaving the EU and the political environment has heightened over the
last year. The medium term economic outlook will depend on the form of the UK's withdrawal from
the EU. In particular, new trading arrangements and the transition over to these, as well as the
response of households, businesses and financial markets will all affect the economic outlook for
the UK. Despite this backdrop, a low unemployment rate and wage growth® outstripping inflation®
since the beginning of 2018, suggests that the economy is, for now, proving to be resilient against
the uncertainty.

The housing market remains stable and customer demand for new build homes continues to be
strong. The positive lending environment and the Government’s support for Help to Buy underpins
this demand. Mortgage rates remain at historic lows’, and there is an increasing number of high-LTV
mortgage products available®. This has eased affordability pressures and created more routes into
home ownership, which remains the tenure of choice for the vast majority of people®. There were
1.19 million residential property transactions in 2018-19 [flat year on year] and there has been a
modest growth in average house prices.

Housing supply Government policy and the

Market conditions planning system

Demand continues to outstrip supply of Market conditions
housing: * The Government remains supportive of the
industry;

Government has calculated 300,000 homes

per year are required by the mid 2020s'’; * Planning permissions granted have

increased by 0% since the introduction of

* Output of the housebuilding sector
the NPPF in 2012;

continues to increase, with 195,290 new
build completions in 2017 - 18, up 65% over .

the lagt fi ” 369,417 units received planning permission
e last five years't;

in England in 2018%%;

Help to Buy to continue in its current form
until March 2021, and thereafter for two
further years limited to first time buyers
with regional price caps; and

* New housing accounts for anly a small .
proportion of overatl housing stock; and

s Arapid increase in housing supply could
exacerbate the existing skills shortage,
put upward pressure on build cost, and .
raw material availability may become
. constrained.

New legislation expected on reducing
carbon emissions and enhancing biodiversity
on new developments.

Our response : Our response

¢ Increased our volumes by 20.3% over the -

L Maintained good momentum in achieving
past five years;

planning consents during the year;
e Committed to disciplined growth whilst .

nmitte - C Utilised technical and planning expertise to
maintaining our high quality standards;

focus on compliance with regulations and
achieve implementable planning consents to
meet local requirements;

¢ Created an organisation structure with a
capacity to build 20,000 homes annually;

e At 30 June 2019, hold a 4.7 year owned *
and controlled land bank, to support our
disciplined volume growth aspirations of
3 - 5% per annum in wholly owned home .
completions over the medium term; and

Planned for the end of Help to Buy through
our land buying decisions, product designs
and product mix on sites;

Maintained a strong, well-capitalised

balance sheet to provide the flexibitity and

* Taken steps to address the skills shortage. the resilience to react to potential changes

in the operating environment; and

e See Skilled labour shortage section for our
response to the skills shortage. See page 40
for more details on how we are reducing waste
to protect resources.

Taken steps to address climate risks and
habitat loss.

e See Great Places on pages 36 and 37 and
Safeguarding the environment on pages 52 and
53 for how we are addressing climate risks and
habitat loss.

Barratt Developments PLC Annual Report and Accounts 2019
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Savills UK Residential Land Index versus
HBF planning consents
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Positive lending environment

Market conditions

* Affordability remains a challenge when
purchasing a home, especially in areas such
as the South East and the West:

* Affordability has been constrained by low
interest rates and the support of Help to Buy;

* Over 80% of customers require a mortgage:;

* Competition amongst lenders has created a
favourable lending environment for potential
customers;

* Bank of England guidance has indicated that
any rise in the base rate of interest will be ‘at
a gradual pace and to a limited extent'?; and

* The tapering and eventual withdrawal of
Help to Buy will have a big impact on the
housing industry.

Our response

¢ Approved land in the right locations
with local amenities and good access to
transport;

* Developed a range of homes which are suitable
for a diverse range of incomes and lifestyles;

* Worked with banks, building societies and
other finance companies to introduce more
lenders to the new build sector and to increase
their understanding of our customer needs,
resulting in better and more appropriate
lending criteria, reduced interest rates, easier
buying processes and increased affordability;
and

» Introduced housing ranges which provide
flexibility to replan sites to suit market
conditions and meet consumer demand
should the need arise.

Skilled labour shortage

Market conditions

¢ There is a significant skills shortage in the
housebuilding industry;

* As the volume of new housebuilding
increases, skills shortages remain a key
constraint which, if not addressed, will
intensify; and

* The workforce continues to age and
large numbers of skilled workers left the
construction industry during the financial
crisis and have not returned.

Our response

¢ Focused on bringing more people into
the industry from a more diverse range of
sources;

¢ Continued to prioritise attracting and
retaining the best people;

« Continued to build a diverse and inclusive
workforce that reflects the communities in
which we operate; and

* Continued to develop award-winning
schemes for apprentices, trainees,
graduates, undergraduates and Ex-Armed
Forces personnel.

87:13

ratio of men to women
in the construction
industry

20%

home building
workforce aged
50 or above

() >8,000
d new recruits needed

H in 12 key roles for
{ UL every 10,000 extra

new homes'
e See pages 42 to 45 for more details of
how we are investing in our people.

Q See pages 57 to 64 for more details on our
Risk management and Principal risks.

Sources

' ONS, Gross Domestic Product Quarter on
Quarter growth: CVM SA%. -

Bank of England.

Land Registry, UK House Price Index.

ONS, Average Weekly Earnings, June 2019.

ONS, Consumer Price Inflation, June 2019.

Bank of England, Monthly interest rate of two-year

90% LTV fixed rate mortgage, July 2019.

8 Financial Times Adviser, Fixed rate mortgage
availability reaches 12-year high, February 2019.

? British Social Attitudes Survey 28,

Chapter 8: Housing, 2011.

GOV.UK, Government announces new housing

measures.

DCLG, Components of housing supply: net

< e v ox2 o wowN

3

additional dwellings England 2006 - 07 to 2017 - 18.

HMRC, UK Property Transactions Statistics June 2019.

12 HBF, New Housing Pipeline report, April 2019.
Rates are from an average of five lenders. Standard
85% product based on available rate with a fee not
exceeding £1,000. Help to Buy product based on the
best available Help to Buy equity share rate with no
fee. Rates as at August 2019.

The mortgage to earnings ratio is calculated

using the Halifax standardised average house

price (seasonally adjusted|, average disposable
earnings for all full time employees and the Bank of
England monthly average rate for new advances to
households.

Women into Construction, Changing the Face of
Construction report Oct 2018.

HBF, Home Building Workforce Census 2017, Dec 2017.

o

&

www.barrattdevelopments.co.uk

-
—
o
8
[

o

2
o
@

-
[
f)

=

n




10

Chairman’s statement

John Allan
Chairman

Total proposed dividend

46.4p

(2018: 43.8p)

e Read more about the value we

are creating for shareholders
on pages 18 and 19

88 Another successful year, in which we continued to lead the
industry in the quantity and just as importantly, the quality
of our homes, underpinned by sound governance. 99

We have once again performed strongly
against our key financial and operational
metrics, and we continue to lead the industry
in the quantity and just as importantly, the
quality of our homes. This year we delivered
17.856" high quality new homes across
Britain, the highest number for 11 years.

Quality

The Group's vision is to lead the future of
housebuilding by putting our customers
at the heart of everything we do. This year
we once again demonstrated our industry
leading credentials for quality and service.

We achieved a 5 Star rating in the HBF
customer satisfaction survey for the tenth
year in a row, a record that is unprecedented
for a major housebuilder. Our 5 Star rating
means that over 90% of our customers would
recommend us to their family and friends,
and is the leading industry benchmark

of quality and service. In addition, our

site managers achieved 84 NHBC Pride

in the Job Awards for excellence in site
management this year - more than any other
housebuilder for 15 years in a row, and our
highest number of awards for five years.

Political and economic environment

Despite increased political uncertainty, the
prevailing economic and political backdrop
for the industry is positive. Home ownership
is still the tenure of choice for the majority of
people, and this combined with the long term
undersupply of new housing means that
underlying demand remains strong.

The Government continues to support new
housebuilding. We welcome the extension

of Help to Buy until 2023, albeit subject to
restrictions from 2021 onwards. We believe
Help to Buy is a successful scheme that has
supported new development whilst helping
over 221,000 families to buy a new home.
The Government’s stamp duty cut has also
assisted over 340,000 first-time buyers since
its inception in November 2017.

The revised NPPF published last year has
provided additional clarity for housebuilders,
and the majority of local authorities

now have an up-to-date, adopted local

plan. In total over 369,000% units secured
planning permission in England in 2018,
demonstrating that the planning system
continues to facilitate new development.

Low interest rates continue to keep
mortgages at historically affordable

levels and there is increased competition
amongst lenders. This robust mortgage
market makes demand more effective and
further strengthens the backdrop for the
housebuilding sector.

Our employees

The Group’s continued good progress is
only possible because of the dedication
and ability of our management team and
all of our employees. | would like to take
this opportunity to thank everyone in

our business for their contribution over
the last year. We aim to recruit the best
talent available from within our industry
and beyond, and the Board believes that
this approach provides a solid foundation
from which we can grow our business and
continue to provide our customers with
outstanding quality and service.

The views of our employees are important to
the Board. They are the ones that shape the
culture of the business and are at the heart

of our operations. Our Workforce Forum,
established in 2018, met three times during the
course of this year to discuss a variety of topics
including enhancing workforce engagement,
health and wellbeing strategy, benefits,
charitable giving, diversity and inclusion.

To enhance the Board's engagement with its
employees further, the Board has appointed
Richard Akers, the Chair of the Remuneration
Committee and our Senior Independent
Director, as the designated Non-Executive
Director for workforce engagement. Richard
will attend at least one Workforce Forum
meeting a year to discuss matters relating to
working at Barratt. Richard and the Group HR
Director will update the Board in respect of
any key issues raised at meetings.
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Culture

The success of our business is rooted in our
culture. This is based on the values and the
behaviours exhibited by our people across
our business who are working towards our
vision to lead the future of housebuilding by
putting customers at the heart of everything
we do. It's important to examine the culture
of an organisation to make sure that it is
encouraging the right behaviours, providing
the right incentives and leading by example.
Consequently the Board will be undertaking a
review of the Group’s culture later this year.

Safety, health and the environment

The safety and health of all individuals on
and around our sites and in our offices is
a fundamental priority. We were therefore
deeply saddened that a sub-contractor
working on one of our sites was fatally
injured in June 2019. Our thoughts are with
the family, friends and colleagues of the
individual concerned. We are cooperating
fully with the Health and Safety Executive
during its ongoing investigation and await
the outcome.

We continuously reinforce the importance
of safety and health to our workforce and
details of how we did this in FY19 can be
found in the Safety, Health and Environment
Committee report on pages 92 to 93. Cur
injury incidence rate for reportable injuries
per 100,000 employees and contractors
decreased during FY19 to 297 {2018: 462).

Our social and environmental impact is

an important concern for the Board. To
identify those issues that matter most to
our stakeholders we undertook a materiality
review process in 2019. This review
reconfirmed that the issues that we are
focusing on remain key to our stakeholders.
Details of the process that we undertook
and the outcomes of the review can be found
on page 30. We have also embraced the

UN SDGs, details of which can be found on
pages 31 to 32. We updated our sustainability
framework, which sets out the areas of
priority in terms of sustainability and how
we will deliver against these, to reflect the
feedback received from the materiality
process and the UN SDGs that we will

be focusing on. We will monitor progress
against this throughout FY20.

Including JVs in which the Group has an interest

> 0 N -

Acquisition and disposals

In June 2019, we announced the acquisition
of Oregon, a supplier of timber frames. This
acquisition was in line with our strategy to
progress construction through the use of
MMC. We are excited to work with the team
at Oregon and welcome each and every one
of them into the Barratt family. Throughout
FY20, we will focus on integrating the
Oregon business into the Group. Details of
the acquisition process can be found in the
Corporate Governance section on page 75.

During the year, we disposed of our property
management company, Barratt Residential
Asset Management. We also sold our
remaining 50% interest in the Aldgate Place
joint venture to our joint venture partner, in
line with our strategy to trade out of central
London.

The New Code

In July 2018, the Financial Reporting Council
published the new UK Corporate Governance
Code and Guidance on Board Effectiveness.
Whilst these provisions do not apply to

the Company for FY19, we have decided to
early adopt those relating to Section 172

of the Companies Act: Duty to promote the
long term success of the Company [page
22); Stakeholder engagement {pages 22

to 29); CEO pay ratio [page 116); malus

and clawback (page 95) and pension
contributions [page 94).

Board appointments and succession

The Nomination Committee continues to
oversee Board appointments and succession
of Board members. It annually assesses the
composition of the Board and its Committees.
No new appointments were made to the
Board or any of the Committees during the
year. The Board effectiveness review, which
was this year externally facilitated by Linstock
[see page 77 for more details), supported the
view that the Board currently comprises the
appropriate skills and experience to drive our
strategy forward. It did however highlight the
need to consider what skills any new Non-
Executive Director would need to possess

to support our succession plan for Non-
Executive Directors and continuous refresh of
the Board.

MHCLG, Help to Buy [Equity Loan Scheme] Data to 31 March 2019, England, July 2019
HMRC Quarterly Stamp Duty Land Tax Statistics, July 2019
HBF New Housing Pipeline report, p5 www.hbf.co.uk/documents/8440/HPL_REPORT_2018_Q4_FINAL.pdf

Delivering returns to our
shareholders

In line with the Group's extended Capital
Return Plan announced in February 2019,

| am pleased to confirm that the Board
will be recommending a final dividend of
19.5 pence per share (2018: 17.9 pence per
share) and a special dividend of £175.0m
(17.3 pence per share) for approval by
shareholders at the 2019 AGM. The total
proposed dividend for FY19, including the
interim dividend of 9.6 pence per share paid
in May 2019, is therefore 46.4 pence per
share (2018: 43.8 pence per share).

Summary

We continue to have an experienced and
committed Board who are focused on
promoting the success and long term
sustainable value of the Group. We will
continue to review our composition and
ensure that it aligns with our strategy as
we move forward.

Our performance this year has put us in

a strong position to progress our medium
term targets of increasing volume, improving
margin and improving ROCE over the
forthcoming years. We will continue to focus
on the quality of the homes that we build
and putting the customer at the heart of
everything we do.

On behalf of the Board, | thank you for your
continued support and look forward to
welcoming you to our AGM on 16 October 2019.

John Allan
Chairman

3 September 2019
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Chief Executive’s statement

David Thomas
Chief Executive

Profit before tax

£909.8m

(2018: £835.5m)

ROCE

29.7% -

[2018: 29.6%)

e Read more about the value we

are creating for customers on
page 34

e Read more about the value we

are creating for employees on
page 42

6 We have made good progress in our medium
term targets and further improved our margin,
whilst maintaining our leadership in quality and

customer care. 99

Overview

We have delivered a strong operational and financial performance this year and are making
good progress against our medium term targets.

Primary operational targets

N Medium term targets

Progress in the year

Home completions

3 - 5% growth per annumin  2.6% increase in wholly

wholly owned completions  owned home completions

Present business capacity
of 20,000 per annum

New land acquisitions

at minimum 23% gross

Gross margin

to 17,111 with total home
completions of 17,856'

210 bps increase in gross
margin to 22.8%, resulting

margin in 120 bps improvement in
operating margin to 18.9%
ROCE Minimum of 25% Strong ROCE of 29.7% for the

12 months to 30 June 2019

We are very proud to be Britain's largest
housebuilder and to lead the industry in
both build quality and customer service.

" Quality and customer service has been a

long term commitment for us, and we strive
to meet our customers’ expectations. We
believe that high quality homes and excellent
customer service are fundamental to our
ongoing success. We are building homes the
country needs, creating jobs and supporting
economic growth whilst also delivering

both operationally and financially for our
shareholders.

We are operating across England, Scotland
and Wales through our three brands: Barratt
Homes, David Wilson Homes and Barratt
London. We remain committed to playing our
part in addressing the housing shortage.

We continue to increase volumes whilst
maintaining our industry leading quality.
In line with expectations, we saw 2.6%

growth in our wholly owned completions

to 17,111 homes (2018: 16,680 homes) and
delivered 745 homes through our JVs (2018:
899 homes), making our total completions
including JVs 17,856 homes (2018: 17,579
homes) for the year.

We have grown margin significantly over
the last five years and this year delivered

a gross margin of 22.8% (2018: 20.7%).
Operating margin increased by 120 bps to
18.9% (2018: 17.7%) for the year with profit
from operations of £901.1m (2018: £862.6m).
We delivered 80 bps of operating margin
improvements from trading driven mainly
by sites purchased at higher gross margins
and the benefits of the new product range
delivery, partly offset by an increase in
administration expenses.

We also benefited from a further net
40 bps of operating margin from non-
recurring items, being the disposal of a
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legacy commercial asset and net reversal
of inventory provisions offset by costs
assucidlted will legacy properties, Our
operational improvements, including

new product ranges, underpin our

land acquisition at a minimum of

23% gross margin.

In addition, we delivered a strong
performance from our JVs at £37.5m
{2018: £18.6m).

As a result we delivered a record profit before
tax for the year of £909.8m (2018: £835.5m].

ROCE has grown from 23.9% in the 12 months
to June 2015 to 29.7% in the 12 months to
June 2019, and our target is for it to be a
minimum of 25% over the medium term.

Our balance sheet remains robust, with year
end net cash of £765.7m (2018: £791.3m),

net tangible assets of £3,960.8m (2018:
£3,705.5m) and minimal total gearing
(including land creditors) of 4.9% (2018: 5.5%].

Our disciplined approach combined with
our financial strength enables us to keep
investing in our business and the future of
housebuilding.

Strong housing market fundamentals

The housing market fundamentals remain
attractive. The Government has set a target
of 300,000 homes to be built per year by the
mid-2020s to meet existing demand and in
July 2018, Ministers released an updated
NPPF to ensure that local authorities plan
positively for housing and will be held
accountable for under-delivery.

The lending environment also remains
positive with greater competition in the
mortgage market and a broad spread of
lenders supporting homebuyers. We continue
to see strong Government support for the
new build industry and to help people to get
onto the housing ladder. In October 2018,
the Government announced that Help to Buy
will continue in its current form until March
2021, and thereafter will be in place for two
further years, limited to first-time buyers
with regional price caps. Up to March 2019,
over 221,000 homes had been bought using
the scheme, 81% by first-time buyers?.

The land market remains stable and we
continue to see excellent land opportunities
that exceed our minimum hurdle rates.

Committed to building

more high quality homes

As Britain’s largest housebuilder we remain
committed to ptaying our part in addressing
the housing shortage. We design attractive
developments that meet our high quality

standards and will enhance local communities -

for years to come. We continue to increase
volumes whilst maintaining our industry
leading quality, and remain committed to
investing in the future of housebuilding.

Leadership in quality
and customer service

We have an absolute and long term
commitment to quality and customer service
and we believe our industry leadership in this
is fundamental to business resilience. Our
quality is recognised through the NHBC Pride
in the Job Awards for site management. In
June 2019 our site managers were awarded
84 awards, more than any other housebuilder
for the 15 consecutive year. We are also the
only major housebuilder to be awarded the
maximum 5 Star rating by our customers in
the HBF customer satisfaction survey for ten
years in a row which means that our customer
satisfaction rating is consistently over 90%.

Investing in our people

We are committed to the development of

our people in order to drive our success.

A shortage of skilled workers in our sector
means that attracting and retaining the

best people is an important priority for

the business. We are building a diverse

and inclusive workforce that reflects the
communities in which we operate, delivering
excellence for our customers by drawing on a
broad range of talents, skills and experience.
Employee engagement remains a key measure
of our success and we are pleased to have
maintained upper quartile performance in our
engagement survey for the sixth consecutive
year. Our focus on retention has resulted in a
reduction in employee turnover this year.

We are investing for the future and continue
to develop award winning schemes including
those for graduates, apprentices, ex-Armed
Forces personnel and our own Degree
Apprenticeship in Residential Development
and Construction, run in conjunction with
Sheffield Hallam University. Building on the
success of our programme, we have created
a fast track bricklaying apprenticeship, which
has attracted more candidates and reduced
the programme duration by six months. We
currently have 470 apprentices, graduates
and trainees on programmes, which is 7.2%

of our workforce. We have recruited a further
269 apprentices, trainees and graduates for
our FY20 intako.

We also continue to collaborate with the
wider housebuilding industry. We actively
participate in the Home Building Skills
Partnership, the aims of which include
attracting new entrants to the industry,
providing the skills for today and the future,
and supporting the supply chain in attracting
and developing the skills they need to
support our industry.

We aim to create an open, honest and

fair working environment that embraces
diversity and inclusion and we are committed
to delivering our Diversity and Inclusion
Strategy. We have identified targets in areas
such as gender and ethnicity and our aim

is to improve in all areas over the next two
years. We have introduced flexible working
which can help us retain talented employees
and can be particularly beneficial for those
with family and caring responsibilities. Over
1,600 managers have now completed our
diversity and inclusion training programme,
and a diversity and inclusion e-learning
module has been rolled out to all employees.
During the year we have also launched a
career development programme, Catalyst,
for high potential female employees.

In celebration of us achieving the maximum

5 Star rating in the HBF Customer Satisfaction
Survey for the tenth year in a row and to
recognise the hard work and dedication of our
teams, in July 2019 we awarded all employees
below Senior Management level a special
award of 200 shares.

MMC

We are committed to increasing the

number of homes we build using MMC to
increase efficiency and to help mitigate the
challenges posed by the shortage of skilled
workers within the industry. We continue to
develop, trial and implement MMC, building
and selling 2,626 homes using timber frame,
large format block and light gauge steel
frame. We also use offsite manufactured
ground floor solutions and roof cassettes.

We have achieved our 2020 target of 20% of
home completions using MMC a year ahead
of schedule. Our new target is to use MMC
to build 25% of our homes by 2025.

' Including JVs in which the Group has an interest
2 MHCLG, Help to Buy [Equity Loan Scheme] Data to
31 March 2019, England, July 2019

www.barrattdevelopments.co.uk
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Chief Executive’s statement

continued

Over the last three years, we have built 5,274
homes using timber frame with the majority
in Scotland and we are also increasing its
use across England and Wales. Timber
frame construction is a sustainable, low
energy method of build manufacture from
the world’'s most renewable building material
and is built in factories to high standards.

In June 2019, we acquired Oregon, a
manufacturer of timber frames. Gregon was
already one of our key timber frame suppliers
providing high quality products and excellent
customer service. The experienced Oregon
management team continue to lead our
timber frame business.

Our financial performance

Fullyear results

The Group has detivered a strong performance with good customer demand for high quality
new homes supported by a stable market backdrop. Overall our net private reservation rate was
0.70 {2018: 0.72) per active outlet per week and 0.76 (2018: 0.77) in the second half of the year.

During the year, we operated from an average of 379 active outlets (2018: 380 active outlets)
including JVs. We made good progress on new site openings, launching 163 new outlets
(2018: 142 new outlets) including JVs in the year. In FY20 we expect to operate from a similar
number of active outlets and to legally complete a similar proportion of affordable homes.

Completions [homes) FY19 FY18 Change
Private 13,533 13,439 0.7%
Affordable 3,578 3,241 10.4%
Wholly owned 17,111 16,680 2.6%
vV 745 899 (17.1%])
Total (including JVs) 17,856 17,579 1.6%

Our total ASP for the year was £274,400 (2018: £288,900), with private ASP at £312,000 (2018:
£328,8001, reflecting changes in our mix and our trade out of central London, partly offset by
some underlying house price inflation.

Qutside of London, our private ASP reduced by 1.7% to £297,200 (2018: £302,400], driven by
an increase in the proportion of two and three bedroom homes offset by some underlying
house price inflation. Affordable ASP increased by 6.9% to £132,200 (2018: £123,700)
reflecting changes in mix.

We have made good progress in our strategy to trade out of central London, delivering 127 wholly
owned central London completions in the year, resulting in 18 private homes being left to legally

Barratt Developments PLC Annual Report and Accounts 2019




15

complete. We also have 262 units left to
complete in our two remaining active central
London JVs, of which 85% are now forward
sold. We continue to focus on the strong growth
opportunities that exist in outer London.

We have grown margin significantly over the
last five years. Our gross margin improved

to 22.8% (2018: 20.7%) mainly reflecting the
benefit of our new product ranges and sites
that we have purchased at improved margins.

We delivered an operating margin of 18.9%
{2018: 17.7%] in the year. Operating margin
improvements from trading of 80 bps were
driven mainly by sites purchased at higher
gross margins and the benefits of the new
product range delivery, partly offset by an
increase in administration expenses. We
also benefited from a further net 40 bps of
operating margin from non-recurring items
being the disposal of a legacy commercial
asset (10 bps) and reversal of inventory
provisions [40 bps) offset by additional costs
associated with legacy properties (10 bps)
related to cladding.

Administration expenses reduced operating
margin by 80 bps, largely reflecting a reduction
in other income. As a result of our operating
margin improvement, Group operating profit
increased by 4.5% to £901.1m (2018: £862.6m).

Net finance charges were £28.8m (2018:
£45.1m), £16.3m lower than prior year, mainly
due to a reduction in the imputed interest

on land creditors, as land creditors as a
proportion of our owned land bank reduced

in line with our operating framework. In FY20,
finance costs are expected to increase to
¢.£35m, due to non-cash charges arising from
the new tease accounting standard and lower
interest income as we expect a lower average
net cash holding in the year as we move
towards our operating framework of 25 - 30%
land creditors.

JVs delivered a better than expected profit
for the year of £37.5m (2018: £18.6m) mainly
as a result of profit generated from land
sales and additional home completions.

In FY20, we expect to deliver around 750 JV
completions and c.£30m of profit based on
expected build programmes.

Reflecting our strong performance, profit
before tax for the year was up 8.9% to £909.8m
(2018: £835.5m|). The tax charge for the year
was £170.4m (2018: £164.0m) at an effective
rate of 18.7% (2018: 19.6%). Basic earnings
per share increased by 10.1% to 73.2 pence
per share (2018: 66.5 pence per share].

Operating framework and
capital structure

We will continue to maintain an appropriate
capital structure and a sustainable operating
framework, with shareholders’ funds and

land creditors funding the longer term
requirements of the business and with

term loans and bank debt funding shorter
term requirements for working capital. On

22 November 2018, we amended and extended
our £700m RCF to 22 November 2023.

In order to preserve a resilient balance sheet,
we maintain a modest average net cash
position over the financial year and are cash
positive at year end. As at 30 June 2019, the
Group had a net cash balance of £765.7m
(2018: £791.3m). We expect a net cash balance
of around £450m - £500m at 30 June 2020,
with the expected reduction from 30 June 2019
due to: an increase in corporation tax payable
in the year of around £80m following changes
in corporation tax payment dates announced
by the Government in 2017 for all very large
companies; additional land investment; and
the reduction of land creditors as we move
towards 25 - 30% of the owned land bank in
line with our operating framework.

As at 30 June 2019 the Group had reduced
land creditors to 31.3% (2018: 33.6%)] of the
owned land bank in line with guidance. Whilst
we continue to seek to defer payment for
some tand purchases to drive a higher ROCE,
we expect to reduce land creditors to our
targeted level of 25 - 30% of the owned land
bank in FY20. Our total gearing including
land creditors has reduced from 28.8% at

30 June 2015 to 4.9% at 30 June 2019.

Completions

17,856

(2018: 17,5791

Gross margin

22.8%

(2018: 20.7%)

Operating margin

18.9%

(2018: 17.7%)

e Read more about value we
are creating for suppliers on
page 48
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Chief Executive’s statement

continued

% our strong financial

We continue to tightly control work in progress which has appropriately increased to
£1,632.8m at 30 June 2019 (2018: £1,463.1m) reflecting an expected increase in volume

position provides us with

resilience and flexibility
to react to potential
changes. ”

Year end cash

£765.7m

delivery in the next six months, whilst maintaining our high standard of quality and

service and recognising safety and health needs. It also reflects associated infrastructure
requirements and an increase in owned show homes following our decision to cease our
leaseback programme as one of our margin initiatives. Our ROCE has remained strong at
29.7% for the 12 months to 30 June 2019 (2018: 29.6%) as a result of our focus on delivery
of progress on our medium term targets, maintaining an appropriate capital structure and
focus on our operating framework.

Our operating framework has remained consistent throughout the year and is as follows:

Operating framework

Progress in the year

Land bank

Land creditors

Net cash

¢.3.5 years owned and
c.1.0 year controlled

Reduce to 25 - 30% of the land
bank over the medium term

3.9 years owned

and 0.8 years controlled
(2018: 3.7 years owned
and 1.1 years controlled]

Reduced to 31.3%
(2018: 33.6%)

(2018: £791.3m)

Owned and controtled
land bank

80,022

(2018: 79.432)

e Read more about the value we

are creating for wider society
on pages 50 and 52

e Read more about the value we

are creating for communities
on page 50

Modest average net cash Average net cash of £298.3m

over the financial year {2018: £127.4m)

Year-end net cash £765.7m (2018: £791.3m)
Treasury Appropriate financing facilities ~ £700m RCF extended

to November 2023
2.5x ordinary dividend cover Total proposed dividend,
including special dividend, of
46.4p [2018: 43.8p]) per share
and Capital Return Plan
extended to November 2020

Capital Return Plan

Ordinary dividend
supplemented by speciat
returns when market
conditions allow

i
‘
|

Net tangible assets were £3,960.8m (389 pence per share) (2018: £3,705.5m, 366 pence
per share) of which land, net of land creditors, and work in progress totalled £3,743.7m
(368 pence per share) {2018: £3,429.8m, 339 pence per sharel.

The key dimensions underpinning delivery of our strategy

Land and planning :

In addition to stable market conditions during the year, our successful land investment
strategy has helped to drive increased completion volumes and improvements in profitability.

The land market remained attractive throughout the year and we secured excellent
opportunities that exceeded our minimum hurdle rates. in the year the Group approved
£859.8m (2018: £933.9m) of operational land for purchase, which we expect to equate to
18,448 plots (2018: 20,951 plots]. To support our volume growth aspirations we expect to
approve between 18,000 - 22,000 plots in FY20. During the year, our cash expenditure on land
was £941m [2018: £1,083m] and we expect to invest c.£1.1bn on land during FY20.

We continue to target a regionally balanced land portfolio with a supply of owned land of
c.3.5 years and a further c.1.0 year of controlled land. Our target for a shorter than sector
average land bank reflects our focus on ROCE and our fast build and sell model. Reflecting
the excellent land opportunities we have seen over the year as well as our growth ambitions,
at 30 June 2019 we were slightly above this target with a 4.7 years land supply, comprising
3.9 years owned land and 0.8 years of controlled land, with the owned land bank including
land with both outline and detailed planning consents.
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Our land bank at 30 June comprised:

30 June 30 June
Our land bank 2019 2018
Owned and
unconditional (plots) 66,423 61,504
Conditionally
contracted [plots) 13,599 17,928
Total owned and
controlled (plots) 80,022 79,432

Number of years
supply 4.7 4.8

JVs owned and

controlled (plots) 5,207 5,137
Strategic land (acres) 11,995 12,435
Land bank carrying

value £3,071.6m £2,963.4m

At 30 June 2019, the ASP of plots in our
owned land bank was £275k (2018: £270k),
which is representative of our expected
delivery in FY20. During the year 26%
(2018: 27%} of our home completions were
from strategically sourced land and we are
on track to deliver our medium term target
of 30% of completions from strategic land,
which we believe is an appropriate level for
our business. During the year, 7,915 plots
(2018: 2,788 plots] of strategic land were
converted to our owned land bank.

Following our success with planning over the
past 12 months we are very well positioned,
with all of our expected FY20 completions
[2018: all of FY19 completions) having outline
or detailed planning consent.

Improving efficiency and reducing costs

Improving the efficiency of our operations
and controlling costs remains a key focus
for the Group, as it will further enhance our
margin and improve business resilience.

We have launched our new cost effective
housetype ranges and continue to seek ways
to improve efficiencies and reduce costs
across our business.

The new housetype ranges maintain our high
standards of design whilst being faster to
build, help us to reduce build cost and waste
and are more suitable for MMC. We continue
to roll out our new housing ranges across our
regional business as our London business
primarily builds apartments. This year we
have delivered 6,024 completions (2018: 1,522
completions) from these ranges across the
country. Over 70% of our outlets now have

the new product ranges. We have made
further refinements to our housing range

in response to the changing costs of certain
trades and materials, without affecting our
quality or design standards. Our new housing
ranges cover all segments of our market
providing us with the flexibility to replan sites
to suit market conditions and meet consumer
demands should the need arise.

We have a robust and carefully managed
supply chain with around 90% of housebuild
materials sourced by our centralised
procurement function being manufactured

or assembled in the UK. We have fixed price
agreements in place for all of these materials
to December 2019 and 65% to June 2020.

We continue to see some pressure on skilled
labour supply with shortages remaining
location and trade specific. We are improving
construction efficiency and reducing demand
on labour through implementing the new
housetype ranges, which are easier and
quicker to build, and through the use of MMC
such as timber frames, large format block
and light gauge steel frames. We saw build
cost inflation of 3% in the year and anticipate
¢.3-4% inflation for FY20.

in FY20 we expect to receive both lower
management fees from our joint ventures
and less other income. Accordingly, despite
carefully controlling our administrative cost
base, with expected underlying inftation of
¢.3%, we expect administrative expenses for
FY20 to be around £195m.

Health and safety

A fundamental priority is to provide a safe
working environment for all our employees
and sub-contractors. We are committed to
achieving the highest industry health and
safety standard and the wellbeing of our
people is paramount to us and everyone
across our business is responsible for this.
Increased activity levels across the industry
in terms of site openings and production
volumes combined with shortages of skilled
staff has contributed to an increased risk of
accidents on sites.

Whilst we recognise that entirely eradicating
risk is a challenge, we have stringent
standards and a continuous focus on health
and safety throughout our business to seek
to reduce the number of injuries occurring.

Following the Grenfell Tower tragedy,
amendments to the Building Regulations
and related guidance have been made.
The Group carried out a review of all of
its current and legacy buildings where it
has used cladding. Approved Inspectors
signed off all of our buildings, including
the cladding used, as compliant with

the relevant Building Regulations during
construction and on completion.

However, in line with our commitment to put
our customers first, we have incurred and
accrued an additional £13.9m (inctuding JVs)
of costs for work involved in removing and
replacing cladding where otherwise costs are
likely to have fallen on leaseholders, many of
whom bought their properties from us.

Further to continuing and evolving
Government advice on the cladding of
multi-storey buildings, we continue to work
with building owners and management
companies on assessment and review of
buildings we have constructed.

We are signatories to the Building Safety
Charter and active members of the Early
Adopters Group, which is committed to
supporting cultural change across the
industry to ensure buildings are safe for
those living and working in them, now and in
the future.
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Chief Executive’s statement

continued

Charitable giving

We are committed to creating a positive
legacy in the communities in which we

live and work and we aim to be industry
leading in our approach to charitable giving
and social responsibility. We believe it is
important to support charitable causes
locally and nationally and we actively
promote charitable giving and volunteering
amongst our employees. In March 2019,

to mark our tenth year as a HBF 5 Star
housebuilder, we announced a new £500,000
three-year partnership with St Mungo’s to
help improve the lives of those experiencing
homelessness. This partnership builds

on our work with the RBLI to help them
build a Centenary Village to provide crucial
housing support to ex-servicemen and
women, and our long term commitment to
the RSPB to improve the sustainability of
our developments, enhancing and improving
habitats and supporting wildlife.

Two of the Group's five principles are ‘Building
strong community relationships’ and ‘Being

a trusted partner’ and we are committed to
partnering with local organisations to support
and improve communities and leave a positive
legacy in the areas in which we work. In
January 2019, we launched the Barratt &
David Wilson Community Fund through which
each of our operating divisions and Group
support functions give £1,000 a month to
community groups and charities local to them
or their sites.

The Community Fund operates in addition
to the divisional charity matching that
already takes place across the Group.
Each of our operating divisions and Group
support functions support local charities
and the Group matches the funds raised
by our employees. We recently announced
that we will also start to match the money
raised by individuals for the charities close
to their hearts. We also encourage all of
our employees to take paid time off work
to volunteer in their local communities and
ask them to consider using the Give As You
Earn scheme.

The Barratt & David Wilson Community Fund
is expected to donate around £1m to local
charities and organisations over the next
three years.

Sustainability

ESG issues are increasingly important to
our stakeholders and we believe the right
sustainability management approach will
deliver sustainable value for them.

We aim to be the leading national sustainable
housebuilder. With a commitment to
sustainability throughout our business,

we believe integrated thinking enables us

to make better long term decisions. By
focusing on the connection between social,
environmental and economic value, we can
create long term value for our stakeholders.
Since our first sustainability strategy in 2015
we have aligned our organisation around ESG
priorities. The Board has overall responsibility
for our sustainability framework, with delivery
delegated to the Executive Committee to
ensure it is embedded into the business.

In 2016 we set out six sustainability issues
that matter most to our business and our
stakeholders, based on what they had told us.
Targets, actions, metrics and accountabilities
are assigned within our sustainability
framework. Investor, community, local and
national Government focus on ESG issues

is continuing to accelerate, particularly in
relation to climate change, biodiversity and
waste. During the year we commissioned

an independent consultant to conduct a full
materiality assessment and we revised the
issues that matter most to our business and
stakeholders.

Additional areas we will be including in our
future framework to reflect stakeholder

views are: the mental health and wellbeing

of our employees; diversity and inclusion
performance targets; affordability; and an
increasing focus on the lifetime environmental
performance of the homes we build.

Based on our stakeholders’ views we have
adopted a number of the UN SDGs, after
researching their relevance to the UK, our
sector, and then specifically considering
the linkage to the items that matter most
to our stakeholders, and our priorities and
principles. We describe this process and
the seven UN SDGs that we have chosen
within this report, and we will report on our
progress next year.

To date, we have made some good progress
on our goals. Operational carbon emissions
relative to build area have fallen by 3.1%
during FY19, a 21.6% reduction since

2015. Nearly half of all of our electricity
consumption has been matched by the
purchase of renewable energy. We continue

to work on our programme of improvements
for waste intensity and although it increased
during the year by 7.8% measured on housing
completions and 3.4% measured on build
activity including work in progress, we have
made good progress since 2015 with a
reduction of 7.9% overall.

Concerns over biodiversity loss and the
impact poor ecology planning can have on our
business have underpinned our drive to work
closely with the Government and our partners
on developing practical biodiversity net gain
guidance. Over 65% {2018: 56%] of new
developments have a biodiversity action plan.

We have shown our commitment to eradicating
modern slavery and human trafficking in

the supply chain by signing the Construction
Protocol. This is championed by the
Gangmasters Labour Abuse Authority. We will
be working with them and our sector partners
and the Supply Chain Sustainability School to
improve knowledge and awareness of this with
our suppliers and employees.

Capital Return Plan

We have a well-defined dividend policy, with
the Group paying an ordinary dividend cover
of 2.5 times. We have previously announced
that when market conditions allow, ordinary
dividends will be supplemented with special
returns and in February 2019 the Board
proposed to extend the special return
commitment and pay special returns of
£175m in November 2019 and 2020. This is
expected to total £2.1bn in respect of the five
years ended FY20 based on current analyst
estimates.

In September 2018, the Board introduced
flexibility to the mechanism for delivering
cash returns to shareholders to include
share buybacks. Given no share buybacks
were undertaken in the year ended 30 June
2019, the Board proposes to pay the £175m
special return due in November 2019 by way
of a special dividend of 17.3 pence per share.
The special return proposed for November
2020, and any future special returns, may
be made through share buybacks, special
dividends or a combination of both. This
recognises that at certain price points the
Board believes that Group is undervalued
and share buybacks may be in the best
interests of all shareholders.

Barratt Developments PLC Annual Report and Accounts 2019
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Our business model

Our vision is to lead the future of housebuilding by putting customers at the heart of everything we do.

Investment in the housebuilding value chain

Our key resources are what we utilise
to create value, and the outcomes
resulting from this value creation.

We have a number of metrics to
assess the change over time of our
key resources.

Financial health
¢ Financial capital

Construction and developments
¢ Building materials

Our people

¢ Employees and sub-contractors
* Health and Safety procedures

¢ Training of our employees

Strong community relationships,
our partners and supply chain

* Local government and engagement
» Landowner engagement

¢ Mortgage availability and
affordability

* Community relations

* Supply chain partnerships
* Joint venture partnerships
* Planning permissions

+ Customer satisfaction

Design and innovation
¢ Design of homes and developments

¢ Approaches to building homes
using MMC

Land and environment
¢ Land bank

¢ Land approvals

¢ Energy

* Water

* Timber sourcing

e Read more on pages 33 to 45
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Targeted land buying

and effective planning
We purchase land in
targeted locations

which at least meet our
hurdle rates and enable
us to satisfy the needs

of our customers and
communities.

We work closely with
local communities and
authorities to deliver
effective planning
permissions that enable
us to create sustainable
places for our customers
to live.

Outstanding design
We design outstanding
homes and places for
our customers, using
standardised house
designs. Through
customer research we
continually strive to
innovate and develop
these designs.

1l mm
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Construction
excellence, innovation

and efficiency

We build quality

homes efficiently, with
centralised procurement
and sharing of best
practice, while ensuring
high standards of

health and safety. Our
experienced teams help
ensure efficient delivery
of our developments and
continue to work with
our suppliers to develop
and test various forms of
MMC and reduce waste,
carbon emissions and
water use.
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Dividend Ordinary Special Special
Capitat Return pence per dividend return pence  dividend Total Total pence
Plan® share £m per share €m €m per share
Total paid® - 697.6 - 4743 1,179 116.2
Interim dividend
FY19 9.6 97.1 - - 97.1 9.6
Proposed final
dividend and
special return in
respect of FY19 19.5¢ 197.10 17.3¢ 175.0 372.1 36.8°
Total proposed
dividend and return
in respect of FY19 291 294.2 17.3 175.0 469.2 46.4
Consensus
estimate dividend
and special return
in respect of FY20 28.2¢ 285.0°¢ 17.3¢ 175.0 460.0 45.5
Total 1,276.8 824.3 2,101.1 208.1

Comprises total dividend payments for FY16 - FY18

mo ooy

All future ordinary and special returns are subject to shareholder approval

Based upon 30 June 2019 share capital of 1,016,985,862
Based upon 30 June 2019 shares for proposed payments of 1,010,813,607
Based on Reuters consensus estimates of earnings per share of 70.6 pence for FY20 as at 30 August 2019 and applying a 2.5 times dividend cover in line with the

Employee engagement
score

82%

{2018: 79%)

Waste intensity (tonnes
per 100.sq.m. of legally
completed build area)

6.93

(2018: 6.06]

announced poticy. 30 June share capital 1,016,985,862 less shares held by the EBT of 6,172,255 resulting in 1,010,813,607 shares for proposed payment calculation.
This consensus estimate is provided for illustration purposes. No member of the Group nor any of their respective directors, officers or employees: {i] has commented
on the consensus estimate; (ii) endorses the consensus estimate: or [iiil accepts any responsibility whatsoever for the accuracy of the consensus estimate and shall
accordingly have no liability whatsoever in respect of the consensus estimate.

In accordance with this policy, the Board
proposes to pay a final ordinary dividend of
19.5 pence (2018: 17.9 pence) per share for
the financial year ended 30 June 2019, which
subject to shareholder approval, will be paid
on Tuesday 5 November 2019 to shareholders
on the register at the close of business on
Friday 11 October 2019. Together with the
interim ordinary dividend of 9.6 pence per
share (2018: 8.6 pence per share), which was
paid in the year, this gives a total ordinary
dividend for the year of 29.1 pence per share
(2018: 26.5 pence per share). With basic
earnings per share of 73.2 pence (2018: 66.5
pence] the ordinary dividend is therefore
covered around 2.5 times by earnings, in line
with our ordinary dividend policy.

Under the special cash payment programme
the Board is also proposing a payment of
£175m (17.3 pence per share), which subject
to shareholder approval, will be paid by way
of a special dividend on Tuesday 5 November
2019 to shareholders on the register at the
close of business on Friday 11 October 2019.

Current trading and outlook

We remain focused on delivering our
medium term targets of volume growth in
wholly owned home completions of 3 - 5%
per annum over the medium term, land
acquisition at a minimum 23% gross margin,
and a minimum 25% ROCE.

We have delivered a robust sales
performance across the Group in the new
financial year to date of 0.70 net private
reservations per active outlet per average
week (FY19: 0.75). As previously stated, last
year we benefited from reservations on two
bespoke design and build arrangements,
excluding these we delivered a net private
reservations rate per active outlet per
average week of 0.70, in line with this year.

Strong total forward sales' as at

1 September 2019 of 12,911 homes

{2 September 2018: 12,648 homes] at a value
of £2,998.6m (2 September 2018: £3,054.0m).

1 September 2019 2 September 2018 Variance %

£m Homes £m Homes £m Homes
Private 1.549.4 4,963 1,650.4 5,273 (6.1] (5.9)
Affordable 1,130.5 7,061 1,013.1 6,592 11.6 7.
Wholly owned 2,679.9 12,024 2,663.5 11,865 0.6 1.3
NV 318.7 887 390.5 783 (18.4) 13.3
Total 2,998.6 12,911 3,054.0 12,648 (1.8) 2.1

Based on current market conditions, we
expect to grow volume towards the lower end
of our medium term target range in FY20, in
line with current market expectations, whilst
ensuring we maintain our industry leading
standards of quality and service. The housing
market fundamentals remain attractive,

with a long term undersupply of new homes,
strong Government support to the sector and
a positive lending environment.

Whilst there is increased economic and
political uncertainty, the Group is in a strong
position. We recognise that the economic
outlook will depend on the form of the

UK's EU withdrawal in the medium term.
We have a substantial net cash balance, a
well-capitalised balance sheet, a healthy
forward sales position, a continued focus on
delivery of operational improvements across
our business and an ongoing commitment
to deliver high quality homes across the
country. The Board will continue to monitor
the market and economy and believes that
our strong financial position provides us
with the resilience and flexibility to react

to potential changes in the operating

environment in FY20 and beyond.
David Thomas :_D/\f(, l/lM S

Chief Executive
3 September 2019

www.barrattdevelopments.co.uk
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Our vision is incorporated within our business model, enabling us to deliver value, creating
sustainable returns for shareholders and making a positive difference for stakeholders and
the communities in which we operate.

\ o

OLD|

T (mulaslmn

0

Innovative sales
and marketing

We constantly

innovate our sales and
marketing methods to
customers and invest in
IT to help deliver strong
sales rates.

We have strong, well-
recognised brands -
Barratt Homes,
David Wilson Homes
and Barratt London -
that have carefully
defined market
positions.

i
!
IR

¥

°

/f\

\"

4/;

Industry leading
customer experience
We focus on maintaining
the very highest levels

of quality, seeking to
understand customer
needs and provide a
first-class customer
experience throughout

the home buying process.

Customers

We are the only major nationat
housebuilder to achieve the maximum
5 Star HBF rating for customer
satisfaction for ten consecutive years.
Our focus on maintaining the very
highest levels of quality and customer
service provides a first-class customer
experience throughout the home
buying process, as well as after sales
customer care.

Shareholders

Our revenue derives principally from
the sale of the homes we build.
Maintaining a good sales rate of our
homes leads to increased revenues
and returns to shareholders. We
continually focus on improving our
operations and their efficiency through
our medium term targets of 3 - 5%
volume growth per annum in wholly
owned home completions, improving
operating margin and a minimum
25% ROCE. These support sustainable
shareholder returns. .

Employees

We aim to attract and retain the best
people by investing in their development
to ensure they have the right skills. We
create a great place to work, founded on
an open and honest culture that
embraces diversity and inclusion.

Suppliers

We recognise that our suppliers and
sub-contractors are critical to the
delivery of our strategic objectives and
we invest in our relationships with them
to make us the developer of choice.

Communities

We seek to ensure our work creates
a positive legacy that helps local
communities to thrive.

Wider society

We are building homes the country
needs, creating jobs and supporting
economic growth whilst delivering for
our shareholders.

e Read more on pages 33 to 56

Financial health

Shareholder returns:

* Intotal £2.1bn expected Capital
Return Plan to November 2020
(based on analyst estimates)

* 2.5 times ordinary dividend cover

Construction and developments

» High quality homes and developments
that enhance the community socially
and environmentally, and leave a
lasting legacy for future generations

Our people '

* Job creation and skills enhancement,
addressing the industry’s skills
shortage. Skilled and engaged
workforce protected by high
standards of health and safety

Strong community relationships,
our partners and supply chain

* Delivery of quality homes while
addressing the UK's housing
shortage

» Positive legacy for local communities
from building great places to live

¢ Local investment in infrastructure
and regeneration

¢ Taxation contribution

Design and innovation

* High quality and trusted reputation
with sustainable brand recognition

* Continual improvement and
innovative solutions developed in
collaboration with supply chain

Land and environment

¢ Creation of a net gain for
biodiversity in design across all
new developments and reduction
in water and energy consumption,
waste generation and carbon
emissions

« Use of timber frames, renewable

materials that use less energy than
conventional construction methods

www.barrattdevelopments.co.uk
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Stakeholder engagement

Engagement with our shareholders and wider stakeholder groups plays a vital role throughout

the business, including at Board level. It helps us gain a better understanding of the impact of

our decisions on stakeholder interests as well as gain an insight into their needs and concerns.

It underpins good governance, which is embedded throughout our business.

In July 2018, the New Code reinforced the importance of s.172 of the Act, which requires directors to act in a way that promotes the success of
the Company for the benefit of shareholders as a whole. In doing so s.172 requires the directors to have regard (amongst other matters) to:

* the likely consequences of any decision in the long term;

* the interests of the Group’s employees;

* the need to foster the Group's business relationships with suppliers, customers and others;

¢ the impact of the Group’s operations on the community and the environment;

+ the desirability of the Group maintaining a reputation for high standards of business conduct; and

« the need to act fairly as between members of the Company.

An overview of the actions currently undertaken by the Board to demonstrate the Company’'s compliance ahead of the implementation of the
New Code {which will make the above requirements appticable to the Company in the next financial year) was provided to the Board together
with suggestions of how further feedback could be obtained from our stakeholders. In addition, throughout the year the Board has received
updates from the Executive Directors on how the business has engaged with stakeholders, the feedback received and the impact this has
had on the Group’s existing policies, processes and procedures. We also undertook a further materiality review during the year, to determine

whether the views of our stakeholders had changed in terms of what matters most since our last review in 2016. Details of the process we
undertook and the outcomes of this review can be found on pages 30 to 32.

Details of how we have engaged with, and taken into consideration, the interests of those stakeholders who are material to the long term
success of the business can be found on the following pages. These stakeholders represent the key resources and relationships that support
the generation and preservation of value in the Group, as well as our culture of openness and communication.

Engagement ' Outcome from engagement

’%’;’: Shareholders

Investor meetings and consultation

* The Executive Directors and investor relations team manage and develop the * Additional information has been provided in results
Group's external relationships with institutional investors, prospective investors, announcements and trading updates on:
and analysts. They follow a comprehensive programme of investor meetings and
calls, particularly following the release of annual and half year results and trading
updates.

— Progress against operating framework and medium
term targets;
¢ In FY19, we engaged with our shareholders as follows: - Strengthened operating framework;

- . - P the strategy to trade out of central
-~ The Executive Directors, supported by Senior Management, attended 182 rogress on (he strategy to trade out of centra

. . - . . London;

investor meetings (159 one-to-one meetings and 23 group meetings), engaging N ) ) -
with around half of our current shareholders [by shareholding value). Key — General market conditions, including affordability.
themes discussed included future strategy, the housebuilding and wider second Help to Buy and the land market;

hand market, margin improvement initiatives, dividends and other matters
relevant to individual parties. Investor roadshows were organised in London,
New York, Boston, Toronto and Edinburgh and also five site visits were arranged
for investors;

~ Build cost inflation and supply chain management;
and

- Quality and customer care.

~ The Remuneration Committee Chairman consulted with major shareholders on
the application of the Remuneration Policy for the year;

-~ The Chairman, the Senior Independent Director and other Non-Executive
Directors were available to attend meetings with major shareholders at the
request of either party to gain an understanding of any issues and concerns;
and

— Our comprehensive investor website was updated and reviewed every quarter
to ensure that our information, including matters relating to sustainability, were
up to date.

Barratt Developments PLC Annual Report and Accounts 2019
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Engagement

g Shareholders continued

Board awareness of shareholder views

.

The Chief Financial Officer reported regularly to the Board on the Company’s
investor relations activities, including updates from the Company’s brokers to
ensure that all Directors are aware of, and have a clear understanding of, the views
of major shareholders.

The Company’'s brokers provided an analysis of investor and analyst feedback
during the year under review and the investor relations team regularly circulated
updates to the Board.

Outcome from engagement

Additional information provided in results
announcements and trading updates as outlined above;

Gives the Board a clear understanding of shareholder
sentiment [usually through verbatim comments| and
the way in which this changes over time.

Views of retail shareholders

The Company Secretarial team, together with the Company’s Registrars, engaged
with our retail shareholders throughout the year to deal with enquiries relating to
their shareholdings or information requests.

Many retail shareholders attended the AGM and had the opportunity to meet with and
put questions or comments to the Board.

The Company Secretary notifies the Chairman and the Chief Executive of any areas
of concern or importance raised by retail shareholders. No such queries were
raised during the year.

This provides a good perspective on the different
drivers for investment in the Group and the reasons
as to why retail shareholders may hold shares in the
Company, such as brand recognition, capital growth
and dividends.

Provides further understanding of the importance of
sustainability features in the homes and developments
we build, and of becoming a Living Wage accredited
employer, to our retail shareholders.

Views of voting agencies

The Board is fully aware of the influence that voting agencies, such as the ISS and
the [A, have on the way in which our investors will vote at the AGM or via proxy. Every
year we write to investors and voting agencies to update them in respect of our
Remuneration Policy and practices for Executive Directors.

More insight into what our shareholders expect.

Any feedback from the voting agencies helps us to
form our Remuneration Policy and ensure that our
remuneration practices remain satisfactory.

Annual General Meeting

At the 2019 AGM, the Chief Executive will update shareholders on the Group’s
performance and activities during the year.

Shareholders will also have the opportunity to meet Board members and air any
issues or queries they may have about the business.

The Chairman and each Board Committee Chair will be available throughout the
AGM to answer any queries raised by those shareholders in attendance.

The Notice of AGM will be circulated to all shareholders at least 20 business days
prior to the meeting. All resolutions will be voted on by way of a poll, as the Board
believes that this is more representative of shareholder voting intentions.

At the 2018 AGM shareholders asked the Board to
consider the timing of the AGM.

Trading updates

We continue to keep our shareholders fully informed of the performance of the business
on a regular basis, through the publication of three trading updates, in May, July and in
October (on the morning of the AGM] as well as the half and full year announcements
early in February and September.

Effect of engagement with shareholders and investors on Board decisions

Capital Return Plan policy was reviewed by the Board, resulting in the extension of the special dividend to November 2020.

Reviewed and updated our materiality issues to ensure that they continue to represent stakeholders’ interests, see page 30 for further details.

Decided to pursue a number of UN SDGs which will have a significant impact on the business and also which the business could have a

substantial effect on (see pages 30 to 32 for more details on the UN SDGs selected).

The Board has reviewed matters such as: the timing of dividend payments; results announcements and the AGM as well as other matters raised by

shareholders at the AGM.

www.barrattdevelopments.co.uk

a—
[
o
Q.
(3

o
(%}
o
Q

a
b
o

el

w




24

Stakeholder engagement

continued

Health, safety and wellbeing

* The health and safety of our employees, as well as that of our customers, suppliers,
sub-contractors and all other visitors to our sites and offices, is a fundamental
priority for us. The SHE Director updated the Board on key SHE matters twice during

the year whilst the Chief Operating Officer provided shorter updates on health and
safety matters at each Board meeting.

* During FY19 the following engagement took place with employees on health and
safety:

~ Regional and Managing Directors visited sites with their respective SHE Manager
to understand any SHE-related matters impacting the workforce;

~ Qur construction site employees provided feedback to our SHE Director on
operational procedures, which were fed back to the SHE Operations Committee;

— Information on new campaigns and programmes were promoted in a variety of
interactive ways throughout the year, inctuding quizzes, lunchtime walks and
mindfulness sessions, to illustrate the importance of such issues; and

— Key SHE messages were reiterated at the Workforce Forum meetings, and
opinion sought on what more could be done to improve the safety, health and
wellbeing of the workforce.

Reviewed and updated our SHE Management system and
our SHE policies and procedures to ensure they continue to
be appropriate to safeguard our workforce.

Reviewed and updated the SHE training provided to our
employees and those on our sites to ensure that they
remain fit for purpose and reflect the feedback received
from our employees.

Our drugs and alcohol testing has been updated to
incorporate the feedback received from the initial
programme of random sampling.

A health and wellbeing promotion programme was rolled
out across the business during the year, in line with UK
national campaigns to increase the impact of our internal
messaging.

Health and wellbeing hubs were established in every
office and site with branded notice boards and a variety of
information and assistance options to help the workforce
with health and wellbeing issues.

HR issued a calendar which contains key facts, figures and
tips on how employees can improve their own health and
wellbeing, such as keeping hydrated, taking regular breaks,
eating healthily and taking regular exercise.

Updated the format and usability of statutory forms provided
via our e-forms platform.

Undertook a review and made alterations to the proprietary
fall protection platforms to improve usability.

Workforce Forum

* The Board approved the terms of reference for the establishment of a Workforce
Forum, (the ‘forum’] in 2018. The members of the forum are representatives from
across the business from senior management to sales advisers and site managers.
The forum is chaired by the HR Director with the Chief Executive and the Chief
Operating Officer acting as co-chairs.

¢ The objectives of the forum are to:

- achieve closer engagement between the Executive Committee and the workforce; |

— provide further opportunity for employees, via forum members, to influence
working conditions and ways of working;

— provide an initial indication of possible employee reaction to proposed policy and
benefit changes:

— share results of our engagement survey and generate ideas for action; and

~ be a standing forum, which could be convened at the discretion of the Executive
Committee for formal employee consultation if necessary.

* Since it was set up, the forum has met three times. During these meetings, they
have discussed and considered various matters ranging from health, wellbeing and
safety, employee engagement scores, employee benefits and charitable donations,
to career progression opportunities, IT development and diversity and inclusion.

* Following the conctusion of each formal meeting. forum members received a
presentation from the teams operating at the meeting site [or a site adjacent to it)
and participated in a tour of the site, to enhance their understanding of the Group's
activities.

* |f required, the forum will also be used as a formal consultation group.

The forum has provided valuabte input into action plans
following the Employee Engagement Survey. For example,
benchmarking reward packages with our peers, having
visible career paths in all functions, senior management
being available at a specific time on a monthly basis, and
the challenges associated with balancing the need to
meet targets and delivering high levels of customer care.

The forum has helped shape our health and wellbeing
offering and suggested ways to help us improve our
benefits portal. The benefits portal has been re-
configured so that it is easier to navigate and we have
replaced vouchers with cash sums for long service
awards following suggestions from the forum. The
forum is also undertaking a review of our current portal
provider and comparing it to alternative providers.

Forum members have helped select charities for the
Group to support, for example, they selected MIND and
the British Heart Foundation to be the recipients of any
funds raised from the Big Barratt Hike taking place in
September 2019.

Following suggestions from forum members, the
availability of annual health and occupational health
screenings is being extended to all employees.
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Engagement

Outcome from engagement

% Employees continued

Internal communications

We continue to ensure that our employees are kept informed of developments and .
important issues. These are cascaded throughout the business through a variety of
channels including the Group’s intranet, emails and newsletters.

In addition, Senior Management are invited to attend a conference twice a year at
which the performance of the Group, key areas of focus and issues are discussed in
detail. After the event the key messages and actions are cascaded throughout the
organisation.

Senior Management came up with a number of
suggestions to further the strategy of the Group
inctuding vertical integration with our supply chain.

Diversity and inclusion

The Group has undertaken a number of actions to promote diversity and inclusion .
and increase engagement with employees in this area. These include:

-~ The successful launch of our Women's Career development programme and our
reverse mentoring programme;

-~ Delivered diversity and inclusion training for over 500 middle managers and over
4,000 employees via e-tearning; .

— We are trialling dignity and respect toolbox talks for cascading messaging to both

our employees and our sub-contractors;

- We are a Stonewall Diversity Champion, a member of the Business Disability
Forum and have achieved the "committed” level of the Government led disability
confident scheme;

~ We utilised a variety of campaigns, such as LGBT media, Mumsnet and Able
Magazine, to promote our employer brand and reach a more diverse pool of
applicants;

- We continue to work with charities, such as the RBLI and Leonard Cheshire, to
provide opportunities for work placements or employment;

— The Built by Both initiative undertook a networking event in Manchester. Built
by Both is a Barratt led industry-wide initiative designed to provide networking .
events and a forum for both women and men. It showcases role models within
the industry in order to encourage those from diverse backgrounds to consider
working in the industry with a primary focus on women'’s career choices;

- In April 2019, the Company again invited all employees in the Group to participate
in a grant of share options under the Sharesave. The invitation enabled eligible
employees to contribute up to £500 per month over all Sharesave grants; and

~ In July 2018 and in July 2019, an award of 200 shares [pro-rated for part-time
employees] was made to all employees below Senior Management level,
conditional only on their continued employment with us for a period of two years.

There has been a rise in female representation at
leadership level and BAME figures are improving.

The most improved responses from our 2019
engagement survey included two questions relating to
diversity and inclusion.

We have recently won several awards for our progress in
diversity and inclusion throughout our business. These
included the Homes for Scotland Company Innovation
and Best Practice Award ~ Overall winner for diversity;
the Inspire Awards Most Inspiring Employment Initiative
Award - Overall winner for our ex-Armed Forces
Programme; and the Inspire Awards Most Inspiring
Training Programme - Highly commended for our work
on diversity training.

At 30 June 2019, approximately 46% of employees
participate in one or more active Sharesave grants and
6,388 employees [including 172 Oregon employees] were
invited to participate in the July employee share award.

The inclusion of employees in share schemes, aligns
their interest with that of the Executive Directors and
other shareholders and increases their engagement
with the performance of the Group through investment
in the Company'’s shares.

Regianal/Divisional site visits

During the year, the Board has undertaken three regional site visits, visiting the .
Scotland [July 2018], Central (March 2019) and Northern [May 2019) Regions. The

visits included meetings with Senior Management as well as a tour of a number of
sites with the site teams.

The Board gained an insight to the challenges faced by
the teams on site in terms of supply chain and labour
availability and reviewed the processes around fire
stopping utilised by the business.

Culture

Our Group's culture defines the behaviours we expect from each and every one .
of our employees when going about their business. We have well established
processes through which we seek feedback from our workforce about their

perception of our culture such as our employee engagement survey, exit interviews,
our Workforce Forum and regular visits by the Board and Senior Management to our
sites and offices. During the year, we asked our Executive Committee and Regional
Managing Directors to provide feedback on their perceptions of our culture and

where we can improve.

A report on all of the feedback about the Group's culture
is being drafted for the Board to review. The report

will set out how our current culture is perceived [both
positive and negative), and how we plan to address
areas for improvement to ensure we embed the positive
behaviours throughout the business. The report will also
outline how we propose to measure and report on our
culture in the Annual Report going forward.

www.barrattdevelopments.co.uk
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Stakeholder engagement

continued

Engagement

ﬁ Employees continued

Outcome from engagement

Engagement survey

* We annually undertake an employee engagement survey to gain insight into the
issues that matter most to our employees. For the year under review, the survey
results showed the overall level of engagement is above upper quartile and above
the top decile score. More than 80% of our employees took part in the survey.

* Each divisional and functional head received a report setting out the results for their

respective teams. These results have been shared with the teams and plans have
been put in place to maintain or enhance employee engagement levels. We
conducting pulse surveys during the course of the year to measure changes in any
key areas.

* Anumber of changes were made to this year’'s survey to encourage employees to
participate. These included:

- Introduction of the survey, by video from the Chief Executive;
- Fewer questions with more encouragement of open ended comments; and

— Drill down guestions, where appropriate, to further investigate answers provided.
* Downloadable reports have been produced with actionable insights and guidance for

line managers.

¢ We have increased the emphasis on innovation
around the Group within existing schemes such as the
Customer First Recognition Scheme.

.

New strategies to promote health and wellbeing have been
put in place as detailed in the Health, safety and wellbeing
section above.

* We have continued to streamline ways of working and
build interdepartmental relationships.

* We have been more active in promoting our flexible
working policy initiatives such as home working and
job shares.

We have put in place a number of initiatives to improve
internal communications, both to and from employees.

* We have actively promoted secondments and
opportunities for involvement in projects across the
business to help career and self development of our
employees.

To enable employees to see what changes are being
made as a result of the survey we promote a 'You Said,
We Did’ on the Group's intranet.

9ag with empl on Board d

Effect of

appropriateness of, the targets established to drive our diversity and inclusion initiative
* The Board gained further insight into the importance of fire stopping and how it works.

undertake a detailed review of our culture and will agree with management as to what,
embed the culture across the business.

Rl
[ Customers

Customer satisfaction

* We place customers at the heart of everything we do and focus on delivering
excellent build quality, robust policies, industry leading training and resolving any
customer problems quickly and efficiently.

* We ensure that our customers have the opportunity to speak to members of the
team working on their home throughout each step of their journey with us.

e e e e —e 4 o = . - . e e

¢ The Board continues to encourage improvements in systems, processes and benefits which impact the health, safety and wellbeing of our employees.

* Toincrease its engagement with the workforce, the Board nominated Richard Akers, the Senior Independent Director, as the designated Non-Executive
Director for workforce engagement. Richard will attend his first Workforce Forum meeting in October 2019 and report back to the Board thereafter. He
will attend at least one meeting annually going forward and is also available to members of the Workforce Forum throughout the year.

* The Board discussed the benefits of a number of the suggestions made by Senior Management in respect of driving the Group’s strategy and agreed to
explore the opportunity to vertically integrate with aur supply chain. Ultimately, this resulted in the acquisition of Oregon.

* The Board continues to encourage management to find ways of improving our diversity and inclusion position. It has requested diversity and inclusion
data to be provided as part of the regional site visits that it undertakes on an annual basis. [n addition, the Board monitors progress against, and the

* Inorder to ensure that the tone of our culture is driven from the top, the Board's involvement in the review process is critical. The Board is scheduled to

any, actions need to be taken to further improve, develop and

Achieved a 5 Star rating in the HBF customer satisfaction
survey for the tenth consecutive year. No other

major, national builder has achieved this outstanding
accomplishment.

Introduced new resourcing guidelines to optimise staffing
levels of Customer Care teams.

Delivered a new customer service training programme to
208 employees, in conjunction with NHBC.

Launched a new app for Site Managers to improve defect
capture and resolution.

Introduced new performance management measures to
increase speed of defect resolution.

Barratt Developments PLC Annual Report and Accounts 2019
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Engagement Outcome from engagement

w
[ Customers continued

Customer insight

¢ Customer insight is crucial to decision making and continuous improvement of  «
our business. In the last year we have completed a number of research initiatives
including:

Results from the research into our housetypes has directly
led to improvements in its design and layout.
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* Amended the Customer Choices range of optional extras
based on the most popular items.

- Systematically reviewing our most popular housetypes with previous
purchasers;
¢ The Great Places research has generated improved

- Understanding the key reasons customers choose to buy our homes; - .
training content for sales advisers.

~ Reviewing Help to Buy with customers who have used.the scheme;
~ Capturing future requirements for home specification; and

— Gaining feedback on our Great Places approach to the design and layout of
our developments.

Customer feedback

* Feedback from our customers is used in a number of ways to support the continued
success of our business:

Refined internal policies, processes and procedures on an
ongoing basis to take into account customer feedback.

-~ Verbatim comments from the HBF survey are shared with senior managersona s
weekly basis;

Analysis of frequently raised issues has led to a number of

improvements:

~ lIssues raised by customers are collated and shared with our Procurement -
and Commercial teams for consideration when planning future design and
specification; and

Enhanced content on our website to help customers
self-serve;

) . . - An additional training programme on defect resolution
— Complaints are analysed and reviewed by the Executive Committee to agree for our Customer Care teams: and

actions to resolve root causes. — Changes to suppliers for various elements of specification.

Industry trends

* We continue to work closely with industry bodies such as the HBF and UK Finance.
This enables us to keep informed on any trends or changes that will affect
customers, and also gives us a voice to contribute to industry-wide issues.

I Effect of engagement with our customers on Board decisions

; * The Board found the feedback from customers insightful and have instigated a review of the design of the current and potential new product ranges to )

J reftect customer trends. {
"+ The Board is cognisant of the focus that the quality of new homes is receiving, particularly within the media. As a result, the Board has requested !
regular updates on customer satisfaction and quality scores and details of what the business is doing to continue to improve our position. The Board '
considers customer satisfaction and quality in all decisions that may impact on our customers. !

. . 1]

%‘ Sub-contractors and supply chain

(S

Annual supplier conference

* At this conference we set out our objectives for the financial year and how suppliers .
coutd help us achieve them. It allows suppliers to network and discuss any areas of
concern with the Executive Directors and Senior Management.

Introduction of a new supplier evaluation and
devetopment programme.

Ongoing supplier relations

¢ The Chief Executive, Chief Operating Officer and Group Procurement Director * Ongoing discussions with suppliers have led to

meet with suppliers and sub-contractors on a regular basis to ensure that: (i) we
are receiving the level of service expected: (i) we have contracted on favourable
commercial terms, locally and nationally; and [iii] any issues or challenges they are
facing can be considered and suitable solutions found.

¢ During the year, our Chief Operating Officer led a visit to European based suppliers
to look at different technologies in use for housebuilding.

* QOur divisional management held business briefings for new and existing sub-

contractors to ensure that they are aware of our plans and can provide performance

feedback.

mutually beneficial arrangements improving costs and
the consistency of supply of materials.

Informed the business of innovative and alternative
technologies available for possible future adoption.

Keeps our sub-contractors and supply chain up to date
in respect of any changes to our working practices as
appropriate.

www.barrattdevelopments.co.uk
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Stakeholder engagement

continued

Engagement Outcome from engagement

%‘ Sub-contractors and supply chain continued

Research and development * Development of advancements in floor cassettes with
* We invite all of our supply chain to bring product and service innovations and our suppliers.
improvements to our attention. We hold ‘sand-pit’ sessions with our suppliersona  * Introduction of the Nu-Span and Spantherm offsite
regular basis and this allows new ideas to be discussed in an informal setting. ground floor systems.

Payment terms

We are fully aware of the importance to both the Group and our sub-contractors and e Qur payment practices compare favourably with the
suppliers of complying with all payment terms. industry.

We are a signatory to the Prompt Payment Code.

We have complied with the requirements to disclose our payment terms as required
by Section 3 of the Small Business, Enterprise and Employment Act 2015.

E

i
.

¢

ffect of engagement with our sub-contractors and our supply chain on Board decisions

Engagement with our timber frame suppliers regarding future capacity planning helped inform the Board decision to acquire Oregon whilst
managing the retationship with other suppliers.

' o Helps the Board to understand the challenges our sub-contractors and supply chain are facing in delivering for our business.

o i
’r!i‘h Locat Communities

Volunteering

We encourage all of our employees to dedicate one working day per year to » Employees gained a better understanding of the needs
volunteer in their local communities. During FY19, employees across the business of their local community.

spent time out in the community. Among the good causes supported were nature

reserves and local schools.

Views of the local community

We obtain the views of the local community prior to starting work on any site. Plans ¢ Re-planning of sites to take into account needs of the

are developed based on the feedback received and we ensure that members of the community such as communal spaces, parks and schools.
local community are kept fully informed of progress throughout the construction of  « We continue to find ways to protect the environment
the site. through our operations. See pages 52 and 53,
Safeguarding the environment and Our sustainability
focus areas on pages 30 to 32 for how we maintain and
improve our social and environmental value.
Charitable giving
* We believe that it is important to support charitable causes, both locally and nationally.  « Substantially increased the focus on charities and
We have therefore allocated funding in the form of the Barratt & David Wilson charitable giving, see pages 50 and 51 for details of the
Community Fund for each of our operating divisions and Group support functions which amounts donated.

can be used to support local good causes. In addition, the Group matches funds [with an
appropriate financial cap) raised by divisions and individuals for their chosen charities.

At a Group level, we have a longstanding partnership with the RSPB aimed at improving .
the way in which nature and wildlife are incorporated into our new communities. In the last

12 months we have announced further Group partnerships with the RBLI and St Mungo's.

Increased focus on employee volunteering days and
payroll giving.

Identified ways of making our developments more
sustainable and nature friendly in conjunction with both the
RSPB and the Group Ecology and Biodiversity Manager.

{

Effect of engagement with local communities on Board decisions

Increased focus on support for charitable causes throughout our business.

The Board having reviewed the outcomes of the materiality review undertaken during the year (see pages 30 to 32 and the seven UN SDGs
proposed by management and agreed to update the Group’s Sustainability Framework to focus the business on what matters most to our
stakeholders, inctuding local communities, and the work required to progress the UN SDGs selected. A copy of our Sustainability Framework
can be found on our website: www.barrattdevelopments.co.uk.

The Board takes into account, environmental factors, such as flood risks, open spaces and preservation of wildlife, when approving any major

land acquisitions. They also consider the needs of the community, such as transport links, and outcomes of any local engagement that has taken

place to compile the land proposat.

Given that the Group has increased its focus on charitable giving, the Board has agreed corporate donations to charities such as St Mungo's and the
RBLI. For more details on our charitable donations see pages 50 and 51 of this Annual Report and Accounts.
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Engagement Outcome from engagement

Banks'and'Analysts

Meetings and webcasts

Following the annual results, the Chief Financial Officer and Head of Treasury held ¢ Provided an opportunity to discuss the market
meetings with each of the banks in the RCF and two of the USPP investors. The environment and recent trends in the market with the
remaining USPP investors are based in the US and calls were held with them. banks. Also provided the banks with an opportunity to
The Chief Financial Officer and Head of Treasury also held meetings in March with the discuss the Group’s latest results and broaden their
five top-tier banks following the half year results. understanding of the Group.

Each of the banks in the RCF and the USPP investors were invited to events to allow * In November. we extended our RCF with the banks, due
them to meet with Senior Management from across the business on a more informal to the open relationship we have with them and their
basis. knowledge of our business.

Mortgage lender relations

* As most of our customers require a mortgage, we have a dedicated Head of Mortgage ¢ Supported and engaged with Accord Mortgages [part of
Lender Relations who engages with those banks and building societies that facilitate our Yorkshire Building Societyl in the launch of their New
customers’ purchases. Build proposition which included new build specific

We have a structured meeting schedule with those lenders that have a specific new build ~ Criteria and products(,’ resulting in a market share of
proposition. We met with them on a reqular basis, across a range of disciplines inctuding ~ ©Ur customers of 5.5% in the six months from taunch

senior management, sales, property risk and valuation and operational processing in [up from less than 1% in the prior six months].
order to improve process, products and criteria . We also met with lenders who did not e  Supported a pilot and roll out of Barclays specialist
have new build specific propositions, in order to share information and build support New Build processing desk, which resulted in a 25%
more generally for our sector. The Group’s operational management and the Executive uplift in market share in the last financial year.

Directors supported these meetings.

t’
i
¢
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' Effect of engagement with banks and analysts on Board decisions
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During the year, based on the relationship that management have with the banks and the feedback received from them, the Board considered and
agreed to extend the Group’s RCF.

Based on the engagement that the Chief Financial Officer had with the banks, the Board reviewed the Group’s counterparty credit limits and agreed to  *
include a new deposit facility.

(GovernmentlandiRegulators

Government

* The Chief Executive and the Head of Corporate Communications met with * Government and ministers gain a better understanding
members of Government, other political parties and senior officials to provide an of the challenges facing the industry which wilt in turn
overview of the housing industry and to provide feedback on potential changes potentially result in a favourable housing policy.

being considered by the Government. Members of Parliament have visited a
number of our sites during the year.

Regulators and local authorities

* The Board is committed to ensuring that it is open and transparent with regulators ¢ Ability to obtain planning consent more quickly.

and take their regulatory responsibitities very seriously.

We work closely with local authorities to ensure that our developments meet the
relevant planning requirements and will enhance the facilities and housing within
the local area.

Effect of engagement with Government and Regulators on Board decisions

!

* Broad understanding of Government policy and regulation ensures that Board decisions are based on the full understanding of the environment in

which we operate. i

Helps the Board understand the key drivers for housing policy at a national and local level and the impact that this can have on the land bids that «
we participate in.

www.barrattdevelopments.co.uk
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Our sustainability focus areas

Overview of process taken to identify material issues

An independent consultant conducted a full materiality assessment during December 2018 and January 2019, building on our 2016
assessment. An extensive list of issues was provided for internal and external stakeholders’ consideration using GRI G4 Sustainability
Reporting Guidelines cross-referenced with the UN SDGs.

Stakeholders responded to an online consultation which allowed for robust quantitative analysis and statistical calculation to produce
the material issues categorisation. A number of material issues were found and they determined five key focus areas. The detailed
1 research findings are available on our website (www.barrattdevelopments.co.uk/sustainability/what-matters-most]. Through this report
" we have highlighted the material issues that are delivered via our vision, strategic priorities and principles and the links to our principal
key risks.

Demonstrating our wider contribution to social and environmental value: the UN SDGs

Whilst we are a UK-based business, many of the issues that drive sustainability in our business are global, with implications for every
nation and industry sector. The 17 UN SDGs provide the world with a blueprint to achieve a better sustainable future. We consulted
our stakeholders on the importance of these in our 2018/19 materiality survey and their feedback expressed their expectation that we
should review our strategy against them. We can use the UN SDGs, and the 169 targets that sit behind them, as a model to help us
focus efforts where we can make the most difference and have the greatest positive impact.

Rather than simply adopting some or all of the goals that sound appropriate, we have researched each one, and carefully considered
what the UN SDGs really mean to the housebuilding sector, wider society and, in particular, to what we do. Most importantly, we focused
on the underlying indicators, to discover where we can make the biggest contribution, and which have the biggest impact upon us.

As a result, we have adopted seven UN SDGs set out in the next few pages. A full description of the process behind our choosing of
the UN SDGs, and the targets which sit behind them is available on our website (www.barrattdevelopments.co.uk/sustainability/what-
matters-most). We will report on our progress against our targets in our Annual Report and Accounts and on our PLC website.
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Our sustainability focus areas UN SDGs

The challenge

Our aspiration

Risk

Keeping people
safe and healthy

Material issues:

e Qur approach to health
and safety

Promoting the physical
and mental wellbeing
of our employees

3]

600D HEALTH [
AND WELL:
o

Increased activity levels across the
industry in terms of site openings

and production volumes combined
with shortages of skilled workers can
increase the risk of accidents on sites.

Links between physical and mental
health are well known. A major study

in 2017 showed that 34% of construction
workers had experienced mental health
issues in the last 12 months' and
82,000 construction workers suffered
from physical or mental work-related

ill health in 2018.2

We want to raise the bar in our industry through
health awareness training and the provision of direct
medical, health and mental health services.

This starts from the premise that all accidents are
avoidable. We are committed not only to improving
performance in health and safety but to provide

support for the health and welibeing of our people.

This commitment is underpinned by the philosophy
of self-help and individual responsibility within a
corporate framework, promoting and supporting
good practice to comply with tegislation, addressing
key workplace risks to health and encouraging a
healthy tifestyle culture.

Innovative, efficient
construction

Material issues:
Innovation [MMC])
Waste created by our
operations

The energy we use and
carbon emissions of
our operations

Principal risk key

o Economic environment, including housing demand and mortgage availability

o Land availability

cO

O Availability of finance and working capital

Q Attracting and retaining high-calibre employees

e Availability of raw materials, sub-contractors and suppliers

Meeting Government targets for our
industry to build 300,000 homes a year
will require skilled labour, energy and
materials. Avoiding strain on these
resources entails building as efficiently
as possible.

MMC shows potential to increase
efficiency and reduce environmental
impacts across the build process.

This is particularly important given the
environmental challenges ahead.

The UK Partiament has declared a
climate emergency, and Government has
set an ambition for the UK to become

net zero carbon by 2050. Local planning
authorities are declaring climate
emergencies, many with ambitions of
carbon neutrality by 2030. At the same
time concerns over air quality in our cities
add to the pressure to reduce reliance on
diesel and increase fuet efficiency.

With 61% of UK waste being construction,
demolition and excavation waste, this

is a crucial issue for the industry to
tackle While packaging plays a role in
preventing waste building materials,
there remain opportunities to minimise
single-use, hard to recycle materials.

We are committed to increasing the number of
homes completed using MMC to 25% by 2025,

and are conducting further research to assess the
environmental and other efficiency benefits of MMC
through the AIMCH project, more detail on which can
be found on page 49.

A goal has been set to reduce waste tonnage relative
to build area by 20% by 2025 on 2015 levels and we
are working with our suppliers and sub-contractors

to reduce waste on our sites and improving resource
efficiency in the packaging of construction materials.
We are committed to minimising single-use plastics in
our supply chain.

Through committing to set a science based target
for our operational carbon emissions we will
simultaneously decarbonise our housebuilding
operations and reduce harmful emissions from
diesel. This will be achieved through generating
more renewable energy on our sites, using the mast
efficient plant equipment, and reducing work related
travel through investment in technology.

G Government regulation and planning policy

e Construction

0 Joint ventures and consortia

" Safety, health and environmental

O

' Randstad (2017] Taking down the walls around mental health in construction.
2 HSE (2018} Key statistics in the construction sector.
3 DEFRA{2016), UK Statistics on Waste.

00000

e Read more about our principal

risks on page 59

www.barrattdevelopments.co.uk
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Our sustainability focus areas

continued

Our sustainability focus areas UN SDGs

The chatlenge

Our aspiration

Risk

Attracting, inspiring
and retaining people

Material issues:

* How we recruit and
retain the best talent
The development
and training of our
employees
How we are creating
opportunities for young
people
How we are engaging
with our employees

5 GENDER

EQUALITY

OECERT VORK AND
ECOROMIE GROWIH

The construction industry requires an
estimated 33,700 new workers each
year until 2023 with the risk of a more
acute skills shortage dependent on the
outcome of the negotiations for the UK's
exit from the EU.

Addressing the skills gap will require the
industry to put forward an attractive career
proposition to the future workforce and
reaching out to a broader, more diverse
range of people. At the same time we need
to retain and develop our existing talent.

Our industry is traditionally male-
dominated and our business prioritises
diversity and inclusion in response to this.

Leadership in these areas will be shown by
developing initiatives for people that innovate and go
above and beyond our legislative obligations.

We aspire to work at both an industry-wide and
business level to provide training and recruitment
schemes that appeal to a broad range of people.

Our focus areas include ensuring equal employment
opportunities, tackling the gender pay gap and
providing leadership opportunities for women.

In this way we can address the industry skills gap
while simultaneously providing social value to
communities through quality work opportunities.

Sustainable places to live

Material issues:

¢ The lifetime
environmental
performance of our
homes and buildings
we build

Affordability

165

Energy efficient and low carbon homes
will play a crucial role in achieving net
zero carbon by 2050, outlined by the
Committee on Climate Change® and
major legislative change is expected
alongside a renewed emphasis on
energy efficiency through planning.

Housebuilders need to contribute to the
debate on how that can be done most
effectively, and at the same time work
towards homes that are affordable,
inclusive and accessible to communities.

With 56% of native species in decline
between 1970 and 2013¢ DEFRA

has committed to ensuring new
developments create a net gain for
biodiversity.

We contribute to these UN SDGs by providing affordable
homes in communities that are green, accessible,
inctusive and resilient to climate change. We can positively
influence the policy and planning that sits behind this by
working with local and central Government on industry
standards. We can also have a direct impact through best
practice sustainable placemaking, using industry leading
tools such as our Great Places design commitment.

We will continue to play a leading role in setting
placemaking and design standards while simuttaneously
delivering net gains for biodiversity and meet the
challenge of decarbonising homes.

Through progressing our design standards we will
continue to prioritise the creation of places that

provide social and economic value for customers

and communities. We are reviewing how we can influence
affordability to meet all our stakeholder expectations.

00O

Sustainable and
responsible sourcing

Material issues:

* Having an energy
efficient and low carbon
supply chain

7 SR

DECEHT V/ORK AND
ECONDMIC GROWTH

¢ CITB [2019], Construction Skills Network Forecast.
5 CCC (2019 Net zero: the UK's contribution to stopping gtobat warming.
¢ Hayhow et al. (2016) State of nature.

More than 60% of our carbon emissions
are created in our supply chain and by
our sub-contractors.

Close working partnerships with our
supply chain to drive low carbon, resource
efficient manufacturing are critical and
will reduce the risk of increases in energy
costs and changing legislation.

Housebuilders must support their
supply chains to develop innovative,
sustainable solutions to challenges
facing the industry, requiring increased
recruitment and training capabilities
with the financial security to invest in the
future. Supporting work and economic
growth through the supply chain is
therefore essentiat to meeting our other
supply chain ambitions.

We will publish a science based carbon reduction
target, and engage our suppliers to drive
transformation collectively.

This will encompass a responsible approach to raw
material use, reducing packaging and single use
plastics within our supply chain, innovating in low
carbon building products and the specification of
energy efficient plant.

Through setting clear expectations of our suppliers
and sub-contractors and harnessing the expertise of
our partners such as the Supply Chain Sustainability
School we will actively pursue sustainable supply chain
solutions.

We will continue to ensure vigilance in our supply
chain and among our employees on the risks of
modern slavery, contributing to industry efforts. We will
safeguard our valued suppliers and sub-contractors
through payment on a prompt and fair basis.

0000
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Our strategic priorities

Our vision is to lead the future of housebuilding by putting customers at the heart of everything we do.
By investing in our people, we are leading construction to create great places where people aspire to .
live and generating sustainable returns for our shareholders.

Our priorities
Aligning business goals - the actions that drive improvements across our business

L

C—n Customer first Great places
e Read more on page 34 e Read more on page 36
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Investing in our people
e Read more on page 42

l.eading construction
e Read more on page 38

Our principles
Acting responsibly - embedding the desired culture that underpins all of our operations

Safeguarding Ensuring the

Keeping
people safe

A

e Read more on page 46

Being a
trusted partner

Q Read more on page 48

Building strong
community
relationships

K o
il

Q Read more on page 50

the environment

.

e Read more on page 52

financial health
of our business

o

e Read more on page 54
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M Our priorities

Customer first

The challenge

Britain needs more homes to address
its housing shortage. There is continued
customer demand, good mortgage
availability and affordability and an
undersupply of new homes.

While the industry needs to increase
volumes, it must maintain customer
service and build quality whilst
addressing the industry skills shortage.

Strategic priority
The quality of our homes and our high
levels of customer service are key to
our ongoing success. We deliver this
through:
¢ Building high quality homes
and providing a good customer
experience throughout the sales
process, with quick resotution of post
occupational issues.

* Anticipating our customers’ needs
by continuously improving the
homes and places we build to meet
changing lifestyles and tastes.

KPls

HBF 5 Star

(2018: HBF 5 Star]
Why we measure

» Customer satisfaction is
fundamental to our business

e HBF Homebuilder Survey is an
industry recognised, independently
measured indicator of our customer
service and build quality

Risks @ @

Delivery of quality is key to our brand
and reputation.

Changes in economic environment
could affect customer confidence and
the availability of mortgages which
could reduce sales rates volumes.

Progressin FY19

Customer service is a long term
commitment for Barratt and we are the
only major national housebuilder to be
awarded the maximum HBF 5 Star status
for ten years in a row. During the year,
we have continued to drive improvements
to our customer journey to improve
customer experience, including website
enhancements, additional training for our
employees, development of technology
solutions and continued investment in
customer and stakeholder research.

Key material issues

¢ Development and training of our
employees.

¢ The lifetime environmental performance
of our homes and buildings we build.

« Affordability.

Operational risk management

Training and development

We place customers at the heart of
everything we do and the first stage of
this is to gain a detailed understanding
of their requirements and needs. We have
developed a rigorous programme of
research to gather insight at every stage
of our customer journey. This provides
insight into our marketing, sales,
customer service, product design and
development layouts. We are committed
to acting on our customers’ feedback and
in particular driving improvements to
our training and development to improve
customer experience.

We know that our people are key to providing
an excellent customer service experience
and we are committed to continuing to invest
in training and development programmes
for our Construction, Sales & Marketing and
Customer Care teams to ensure they remain
best in class.
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During the year, we have designed and
delivered a bespoke NHBC training course
to Customer Care teams to improve their
construction and technical knowledge and
ultimately enhance the service that they can
provide to our homeowners.

Within our sales team, we have delivered
induction training to 217 new starters as
well as providing additional skills training
to our Sales and Marketing team of around
1,300 people. To enhance the digital skills
of our sales team and to maximise the
usage and the effectiveness of our online
marketing channels, we have a formal
sales methodology programme, which

170 employees passed during the year.

Effective communication
using technology

We understand buying a home is a big
decision and customers need timely and
relevant communications throughout

the process. One of the main channels

of communication and marketing is via
our website which has been upgraded to
provide a more user friendly and informative
experience including, interactive site plans
across all device types. These enable
customers to see real time plot availability
across their chosen development.

One of the key components of customer care
during the after sales period is the speed

of resolving any defects. Our policy is that
within the first few months after completion,
it is the site managers’ responsibility to look
after each customer and resolve any such
issues. To support this, we have launched
iFIX, an app developed to improve defect
capture and resolution by allowing Site
Managers to log, update and close defects in
real time.

Quality of our products

We are committed to delivering high quality,
sustainable, energy efficient places to live
that satisfy the needs of customers and
communities. We are addressing housing
needs by ensuring we provide quality housing
in the right locations to create communities
that are right for our customers.

We understand it is of the utmost importance
that we build homes that are right for our
customers’ lifestyles. We understand that
lifestyles can change over time and our
product should do too. During the year,

we conducted research to gather actual
customer experience of our best-selling
housetype.

This led to direct improvements in the design
and layout of this housetype and this will be
extended to other popular housetypes next
year. Our new product ranges have been
consolidated to ensure efficiency of build
and consistency across the Group without
affecting our quality or design standards.

To ensure that quality is consistent across
our business, we have an external mystery
shopper programme in place, this results

in year on year improvement in the capability
of our sales teams.

Finance and mortgage - affordability

Most of our customers require advice on
mortgages and financial assistance which
they can, if they choose, obtain through
our network of recommended Independent
Mortgage Advisers. To provide a seamless
and efficient service we have launched

an online mortgage advice service via a
regulated third party (L&C Mortgages] in
order to better inform our customers.

In order to ensure that appropriate mortgage
finance is available to our customers, we work
with lenders’ property risk teams and valuers
to make sure that they futly understand

the nature of the security for their loans,

for example, providing full transparency to
mortgage providers, education on MMC and
involvement in site visits.

Value created for stakeholders

Customers

Customers have always been at the heart
of everything we do. Buying a home is a
major financial commitment and personal
investment. We are committed to delivering
a best in class service for our customers

at every step of their journey, from initial
viewing right through to after sale care.

We also understand that we don’t always get
it right the first time. We continue to develop
research to gather insight at every stage of
our end-to-end customer journey in order
to devise continuous improvement initiatives
and training for our people.

Future focus

In the medium term, we plan to roll out
automated solutions to improve speed
and consistency of our service as well
as maintaining our focus on training and
development:

* We will replace our CRM system
and following this, we will launch an
online customer portal to improve
communications between customers and
our Customer Care teams. The portal will
be a central hub - both during the sales
process and foltowing handover - and
will enable customers to store important
documents as well as diagnose any
problems with their home and then log
issues direct into our CRM system for
faster resolution;

*  We will continue the development of our
website to enable more personalised and
relevant content for different buyer types;

* We are developing additional new build
specific financial content for our website
to give customers access to a real time
affordability assessment as well as
decisions in principle at the earliest
opportunity;

¢ We are enhancing our social media
capabilities to support our customers;

¢ We will continue to develop and
enhance our training, development
and performance management of all
our employees to deliver the highest
standards of customer service;

e We are reviewing our upgrade options
to ensure they continue to meet the
evolving needs of our customers and
also improving the interactive website
experience when considering upgrades
for their new home;

* We will implement technology to manage
the deployment of our Customer Care
Operatives in order to minimise drive
times and maximise efficiency;

e We are reviewing the Government plans
for the future of Help to Buy to develop
our approach. In addition, we are working
with lenders to develop appropriate
lending for our customers in the future;
and

¢ We will investigate actions to increase
affordability of homes.

In addition to the above, we are working
closely with the HBF to develop our approach
to the request from Government for greater
consumer redress and specifically the
launch of a new homes Ombudsman.

www.barrattdevelopments.co.uk
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Great places

Our priorities

The challenge

The future of our business depends

on securing the right land in the right
locations where quality homes are most
needed whilst exceeding our investment
hurdle rate.

Strategic priority

Our priority is building long term
relationships to secure good value land
and planning consents where people
aspire to live. Our developments are of
great design, are a pleasure to live on
and will enhance local communities for
years to come.

KPls

Owned and controlled
land bank

4.1 years

(2018: 4.8 years]

Why we measure

* Drives ownership of the optimum
amount of land to support business
activities

Land approvals (plots)

18,448

(2018: 20,951

Why we measure

e Monitors that the Group is approving
enough land for purchase to support
future business activity

¢ Ensure land is approved at minimum
hurdle rates

Risks O QO @ ©

The inability to secure sufficient consented
land and strategic land options at
appropriate cost and quality would affect
our financial position.

Changes to the regulatory environment
could affect our ability to achieve our
medium term targets.

Progressin FY19

Our priority is to build in locations where
people aspire to live. Land is our key

.component and our land bank remains an

important driver of value as it enables us

to build the right product, create the right
communities, and supports aur volume
aspirations of 3 - 5% growth per annum

in wholly owned home completions over
medium term. Home completions from
strategic land were 26% in FY19. During the
year, we have continued to roll out our new
product range. We have achieved detailed
or outline planning permission on alt of our
FY20 expected home completions and 93%
of FY21 expected home completions.

Our own design initiative, Great Places,
aligns with the Government endorsed
Building for Life, a tool for assessing design
quality of homes and neighbourhoods in
England, developed by the Commission for
Architecture and the Built Environment.

In our annual Great Places design awards,
85% of all submitted schemes achieved a
Gold or Silver Standard.

Key material issues

¢ The lifetime environmental performance
of our homes and buildings we build.

» Affordability.

* Biodiversity.

Operational risk management

Placemaking principles are fundamental
to our business: our customers want to
live in great places that leave behind a
positive legacy.

Building the right homes

We build homes in locations where our
customers want to live with good transport
connections and access to their workplace,
schools and other amenities. Land is the key
component of housebuilding and we continue
to see high quality land opportunities across
the country. We have highly specialised
divisional land teams with extensive local
knowledge and strong relationships with
landowners. This, combined with detailed
research into local market conditions, means
we are able to secure land, which can drive
higher returns for our business. We target
locations where we can provide the housing
that the local communities desperately
need, with local amenities and good access
to transport. This helps to ensure strong
customer demand for our developments.
Our land buying also reflects Government
policy towards affordable housing and first-
time buyers.

We continue to target a high quality and
regionally balanced land portfolio with a
supply of owned land of c.3.5 years and a
further c.1.0 year of controlled land.

At 30 June 2019, we achieved this target with
a 4.7 years land supply comprising 3.9 years
owned land and 0.8 years controlled land,
with the owned land bank including land with
both outline and detailed planning consents.

In FY19, we approved the purchase of 18,448
plots. In FY19 26% (2018: 27%) of our home
completions came from strategic land and
we have a target of 30% in the medium term.
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Bringing land through the planning system
quickly and into production is important to
support our business objectives. The new
NPPF published in July 2018 provides

the framework for the planning system

to continue to provide a stable supply of
consented units into the land market.

We have maintained good momentum in
achieving planning consents and during the
year we secured planning on 18,280 plots
(2018: 16,997 plots).

Designing great places

Throughout our business, we use the
Government endorsed Building for Life tool
to aid discussions with stakeholders during
the pre-application stage. This tool atlows
us to maintain standards for creating well
designed residential places and ensure
these designs are aligned with Government
endorsed criteria.

A post occupancy evaluation of our Great
Places design principles at Montague Park,
West Bedford led to embedding greater
awareness of Great Places design principles
in product knowledge for sales teams and
the development of an e-learning module.

We aim to build high quality homes that are
long lasting and sustainable and we seek to
ensure our build processes are efficient and
minimise waste produced.

We taunched the new housing range in 2016
for both Barratt and David Wilson and we
have been successful in using this range on
6,024 homes completed in the year (2018:
1,522 homes). The feedback from both
building teams and customers has been
positive. Customers are positive about new
design features, such as more open-plan
living areas, whilst sub-contractors like

the simpler designs and footprints as they
are less complex, making them easier and
quicker to build.

The Group’s central Technical team
continue to assist divisions and their
external consultants in choosing the right
housetypes in the right places, to ensure
plotting efficiency while not compromising
on the quality and design of our homes.

During the year we have continued to
consolidate the new range to ensure
efficiency of build and consistency across
the Group, whilst maintaining our high
standard of quality and design of our homes.

Water efficiency

We have reviewed our approach to water
efficiency in the design of our homes and
the management of surface water in our
developments and will publish our approach
in FY20. See Safeguarding the Environment
on page 52.

Biodiversity

Enhancing biodiversity is important to us
in both protecting our environment for
future generations and in creating Great
Places to live for our customers today. It
is important that we take care to protect
habitats and wildlife on our sites. Barratt
is the largest volume housebuilder to have
worked with CIRIA, IEMA, CIEMM, DEFRA
and Natural England in the development
of net gain guidance for the UK. We also
provided our experiences and knowledge
of delivering biodiversity net gain projects
through our developments to help shape a
measured and appropriate response to the
DEFRA consultation. We have undertaken
a retrospective analysis of six sites to
understand the commercial and practical
implications of biodiversity net gain.

Our work with RSPB has led to our
commitment to install swift bricks in ten key
cities across the UK, and the development
of wildlife friendly gardens in all of our show
home gardens. The sale of Manthorpe Swift
Nesting bricks, which we helped to design
and produce, passed the 2,000 mark in this
financial year.

During the year, Barratt North Scotland
won the Business category of the RSPB
Nature of Scotland Award for the restoration
of 800 metres of river and otter habitat that
passes through their Riverside Quarter
development.

Value for stakeholders

Customers

We are the UK's largest housebuilder

and we know the designs of our homes

are very important to our customers and
lead to long term satisfaction. We design
outstanding homes and places for our
customers, and our high quality products
fit in with our customers’ lifestyle and
needs, in developments that enhance local
communities, enabling them to very quickly
become part of the community.

Communities

We continue to invest in design and
placemaking to ensure all our developments
become communities that are socially,
environmentally and economically viable and
sustainable.

Local authorities

We engage actively with local authorities

in each of our 27 divisions as we believe

this requires local knowledge to ensure we
purchase the right land and obtain effective
planning permission for our sites. Qur
planning teams build good relationships with
local planners by understanding what their
goals and priorities are.

Future focus

In the short term, to promote our Great
Places principles to our customers, we
will be launching training material for our
sales advisers and eLearning modules
for atl employees, to further support

our commitment to placemaking across
the Group.

We are committed to achieving Great Places
Silver standard on all developments by the
end of FY20.

Over the medium term, we will continue to
develop high quality designs for our homes
and ensure effective planning. The Group’s
centrat Technical team will continue to
work with divisions to amend and improve
our housetypes as necessary in order to
meet changing planning and customer
requirements.

We will continue to seek to create a net
positive impact on biodiversity and ecology
across all new developments where there
is no prior planning permission from FY20.

www.barrattdevelopments.co.uk
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Leading construction

38
@) Our priorities

The challenge

The housing shortage has increased
demand for new homes, which has
resulted in pressures on the availability
of materials, skilled labour and sub-
contractors.

Strategic priority

We deliver the highest quality homes by
focusing on excellence across all aspects
of construction. We are embracing MMC
to increase build efficiency.

KPls

Total home completions
(including JVs)

17,856 rome

[2018: 17,579 homes]
Why we measure

Waste intensity

é o 5 3 tonnes per

100 sq.m. of build

(2018: 6.06 tonnes per 100 sq.m. of build)
Why we measure

Reflects activity and growth of the
business

Method by which business capacity
is monitored

To maximise operating efficiency
and use materials as efficiently as
possible in the construction process

Monitors progress in waste reduction

Rsks QO OO0 O

Failure to maintain sufficient material
and skilled sub-contractor availability
may lead to increased costs and delays
in construction, which in turn, would
affect our financial position.

Delays in construction, or poor product
quality, could harm reputation, increase
costs, reduce selling prices and sales
volumes and result in litigation and
uninsured losses.

Progressin FY19

The housing shortage has increased demand
for new homes, which has resulted in
pressures on the availability of materials,
skilled labour and sub-contractors. As a
business we want to be able to meet this
demand while continuing to deliver the
highest quality homes for our customers.
Key to our long term success is our

focus on excellence across all aspects of
construction. In response to the pressures
and our wider environmental impact we
focus on three principal areas: delivering
high quality, safe sites which help us
maintain customer demand and attract the
skills we need; using MMC to improve the
efficiency of our construction process; and
using our resources more effectively.

Our quality is recognised through the NHBC
Pride in the Job Awards for site management.
In June 2019, our site managers won 84
(2018: 83} awards, more than any other
housebuilder for 15 years in a row.

We have continued our construction
efficiency programme, increasing the

‘number of total home completions using

MMC and we have achieved our target of 20%
of total home completions by 2020, one year

early. We have now launched a target of 25%

of completions using MMC for 2025.

This year we have seen an increase of
7.8% in construction waste intensity to 6.53
tonnes per 100 sq.m. of legally completed
build area. When we analyse this trend

the increase in tonnage per house build
equivalent, (a way of capturing build area
that is work in progress] is lower at 3.4%,
reflecting our increase in work in progress
in FY19 compared to FY20. This is however
a 7.9% reduction compared to the baseline
in FY15, but still represents a challenge in
meeting our 2025 goal.

Key material issues
» Our approach to health and safety.

« Lifetime environmental performance of
our homes and buildings we build.

¢ Having an energy efficient and low carbon
supply chain.

¢ The energy we use and carbon emissions
of our operations.

¢ Waste created by our operations.
* Innovation (MMC).
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Operational risk management

Delivering high quality homes

As Britain’s largest housebuilder we remain
committed to playing our part in addressing
the housing shortage. We continue to
increase volumes while maintaining our
industry leading quality, delivering 17,856
homes (including JVs} in FY19 {2018: 17,579).
We believe building high quality homes is a
key priority for business resitience over the
longer term and attracting ongoing customer
demand for our homes.

We put customer satisfaction at the heart
of our construction processes with a focus
on getting it right first time. This also drives
operating efficiencies in the build process.
We continue to focus on maintaining safety
and quality standards and responding to
skills shortages. During the year, we revised
and relaunched our Best Practice Guide to
ensure the high standards are maintained
at every stage of our build processes and
are applied consistently throughout the
business.

To support this we have continued to
consolidate and enhance our new range of
housetypes.

& oyr quality is recognised through the NHBC Pride in
the Job Awards for site management. In June 2019, our
site managers won 84 {2018: 83} awards, more than
any other housebuilder for 15 years in a row. %9

We have improved designs and simplified
build by removing bay windows and lightboxes
from the majority of our Barratt homes.

We have also reduced roof pitches, whilst
maintaining architectural and design

quatlity and desirability. These changes have
minimal impact to the customer experience
but significantly increase build efficiencies,
both in terms of material and labour costs.

We pride ourselves on the quality of our

sites and how they are managed. We
understand that sub-contractors and
employees prefer to work on well-managed
sites. The proper management of any site
supports our principle of Keeping people safe.
See page 46 for more details.

Innovating to improve efficiency

The need to build homes more efficiently

in Britain requires innovative approaches.
Innovation enables us to respond to skills and
materials shortages, maintain safe working
environments, continue to produce high
quality homes and deliver returns for our
investors.

MMC provide opportunities to address the
skills shortage facing the industry, diversify
the types of materials we use and build at

a greater speed and increase efficiency.

Our knowtedge of these technologies has
improved as trials have expanded into major
roll-outs. Details of the MMC used during the
year can be found in the table below.

MMC FY19 FY18

' Total and percentage of completions includes JVs and has been adjusted for homes where more than one

technology has been used.

www.barrattdevelopments.co.uk
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Leading construction cnne
Our priorities

N

® |ncreases in customer demand result in
further pressures upon the availability of
materials. In response, we continue to focus
on waste and resource efficiencies. %9

As part of our efforts to encourage the use

of MMC, our in-house Group Design and
Technical team has visited sites and divisional
offices delivering site start and design reviews
for MMC and energy efficiency.

We recognise that there is more research

to be done in exploring the advantages of
MMC, in terms of design, construction, and
use through the whole life of a building.
Together with our partners we will have

the opportunity to explore these benefits
through the AIMCH project which is designed
to identify and develop industrialised

offsite solutions to meet current and future
housebuilding demands.

Technologies new to Barratt go through

a rigorous New Product [ntroduction

testing and analysis process before full
implementation. Studies are conducted with
a number of key stakeholders, including the
NHBC, BBA, TRADA and UK Finance, who
add a further level of analysis, factoring in
any implications for mortgages, insurance
and customer satisfaction.

In addition, we are constantly engaging

with our suppliers to find, understand and
consider innovative products and services
that can be used to increase our efficiency on
site whilst maintaining our high quality and
customer satisfaction requirements.

Waste and resource efficiency

As an industry the demands on materials are
high. Increases in customer demand result

in further pressures upon the availability

of materials. In response, we continue to
focus on waste and resource efficiencies.
Reductions in waste lessen the environmental
and cost impacts of raw material extraction,
manufacturing and transportation.

By being more efficient in skip utilisation
and segregation, we have maintained our
diversion of waste from landfill at 97%
(2018: 97%). This year we have seen an
increase in construction waste intensity

to 6.53 tonnes per 100 sq.m. of legally
completed build area (a 7.8% increase from
FY18]. This is however a 7.9% reduction
compared to the baseline in FY15).

Our multi-functional waste reduction project
team, sponsored by our Chief Operating
Officer, is focused on standardisation to
design out waste and employee, {particularly
commercial and site construction teams)
and supplier engagement, with a view to
reducing waste in the future.

We continue to action findings from our 2016
waste analysis study at Saxon Gate, near York.
Actions include the installation of insulation,
improved kitchen design specifications, and
reduced timber joists waste through the use
of a reusable stairwell protection system
across seven divisions.

This year, we have undertaken a larger
comparative study of the waste created by
masonry and timber built homes at our Barley
Fields and Prospect Rise developments, also
in Yorkshire. Waste from these sites, is being
analysed to determine the levels of waste
created by the different build methods. This
will help inform new efficiency initiatives.

Collaboration with suppliers has also produced
new opportunities for waste reduction in

our business and for efficiencies in theirs.
Opportunities have included removing plastic
protection on the triangular roof (spandrel)
panels between homes in summer months,
and removing shrink wrapping from painted
fascia. We have worked with timber joist and
truss suppliers to ensure only exact timber
components are provided and implemented
measures to ensure compliance.

We are retendering our waste contract
focusing on prevention, recycling and reuse
of construction waste.

It is not just on our sites where we are
focused on using our resources efficiently.
Our 2018 graduate cohort delivered a
‘WasteWise' project to reduce waste
generated in our offices. The project
resulted in the issuance of guidelines, waste
reduction checklists, and promoted waste
saving opportunities to all our divisions.
Other initiatives include the removal of
plastic cups from water coolers to avoid
disposal of an estimated 89,000 plastic cups
each year and the use of glass milk bottles
to save an estimated 26,700 single use
plastic two-pint bottles annually.
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Value created for stakeholders

Customer

We build outstanding quality homes for our
customers.

Employees and Suppliers

We seek to ensure that our sites are well-
managed and safe to-work.

Wider Society

Our investment in innovative approaches
provides opportunities to address the skills
shortage facing the industry, diversify the
types of materials we use, build at a greater
speed and increase efficiency.

Future focus

We will seek to continue to lead the industry
in site management and quality.

In the short term, we will continue to

tearn more about the potential benefits of
MMC through participation in the AIMCH
research project. This will assess all aspects
of construction and quality, including an
analysis of whole life costs and embodied
energy.

A quarterly waste data analysis review is to
be implemented, and we will seek to extend
non-financiat data assurance to include
waste reduction KPI's.

In the medium term, we aim to increase
use of timber frame with additional capacity
available following our acquisition of Oregon.

Outcomes from our waste analysis study
comparing different build methods will

be implemented, with the aim of further
reducing our waste intensity and that of our
supply chain.

We will continue to engage with suppliers to
reduce packaging, particularly around single
use plastics.

NHBC Pride in the Job
Awards

84

(2018: 83)

Percentage of home
completions using MMC

20.2%

(2018: 18.5%)

Percentage of construction
waste diverted from landfill

97%

{2018: 97%])
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Investing in our people

Our priorities

The challenge

The housebuilding industry is facing a
skills shortage and as the UK's largest
housebuilder we are committed to
playing our part to help address this
shortage and to reduce the impact on
our business.

Strategic priority

Our people are the heart of our business
and we aim to attract and retain the best
people by investing in their development
and success. We have well-established
apprenticeship schemes to attract the
next generation to enter our industry.
We seek to create a great place to work,
founded on an open and honest culture
that embraces diversity and inclusion.

KPIs
Upper quartile employee
engagement

82%
(2018: 79%)

Why we measure

* To gain an insight of, and provide
a forum for, employee views.

¢ To retain and invest in the
best people and focus on their
development and success

Risks @ @ ©

The skills shortage in our industry
means it is of .utmost importance to
recruit and retain best in class people.

Progressin FY19

Our peopte are the heart of our business and
our continued success has been achieved
through the hard work and dedication

of our employees. Our future growth is
underpinned by our aim to attract and retain
the best people and our commitment to
playing our part to help address the industry
skills shortage.

We have 470 apprentices, graduates and
trainees on programmes, around 7% of our
workforce. A further 146 apprentices have
been recruited in FY19 for our FY20 intake.
During the year, average training days per
employee increased to 4.7 days (2018: 4.0
days] and we have maintained our upper
quartile performance in our engagement
survey and reduced employee turnover.

In March, we became the only major
housebuilder to be awarded HBF's maximum
5 Star customer satisfaction rating for ten
years in a row. In light of this achievement
and to recognise our employees’ dedication
and hard work we have, for the second

year in a row, awarded a share award to all
employees below Senior Management.

Key material issues

¢ Development and training of
our employees.

* How we recruit and retain the best talent.

» How we are creating opportunities for
young people.

* How we are engaging with our employees.
s Our approach to health and safety.

¢ Promoting the physical and mental
wellbeing of our employees.

Operational risk management

The development and training
of our employees

We continue to invest in the development
and success of our people, helping them to
contribute to the long term success of the
business.

As the UK's largest housebuilder we are
committed to playing our part to help
address the industry skills shortage and

to reduce the impact on our business. Key
to this is developing and training trade and
site-based employees which we do through
a number of award-winning and established
training and development programmes.
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Our employee development schemes have
delivered 1,162 new apprentices, trainees,
graduates and undergraduates into our early
career programmes over the past five years.

We continue to expand on our successful
Ex-Armed Forces Site Management
Transition Programme. We are proud to
announce that this programme has won
the Heropreneur award during the year
and we now have over 90 ex-Armed Forces
personnel who are completing or have
completed this programme, with a further
51 personnel planned.

We have the first internal industry degree
programme in Residential Development
Construction and Quantity Surveying.
Currently, we have 127 people who have
completed, are part qualified or who are
studying at Sheffield Hallam University.

Our Construction and Sales Academy
programmes continue to expand with the
introduction of refresher and advanced
selling skills for our sales teams as well
as continuing to deliver an internal NHBC
accredited warranty programme.

Whilst we are focused on the development
of our site based employees, it is equally
important for us to develop all of our
people across all aspects of our business.

6 Our future growth is underpinned by our
aim to attract and retain the best people and
our commitment to playing our part to help
address the industry skills shortage. #®

We want to support our leaders and
managers of the future and effective
succession planning is an important
element in our long term success.

We continue to develop internal talent
through our Rising Stars programme which
was launched last year and in total over 180
employees have been or are going through
the programme. We recognise that diverse
teams mean a stronger and more dynamic
business. We've launched a number of
career development programmes, including
Catalyst, which supports future female
leaders in our business. The aim is to make
our business more inclusive and to reflect
the communities we operate in. More detail
on our Diversity and Inclusion strategy is
provided on page 44 and 45.

Our learning management system enables
us to provide enhanced learning and
development for all our employees. To make
internal training more efficient, and enable
more of our people to develop their skills
further, we have increased the usage of
virtual online classrooms and have a greater
focus on digital learning. There were over
35.000 learning activities on our e-learning
platform and this is becoming a major part of
our Learning and Development programme.

During the year, on average each employee
received 4.7 days of training, an increase
from 4.0 days last year.

How we recruit and retain our best talent

It is vital for us to recruit the best candidates
and to focus upon developing talent within
our business to ensure that we have the
necessary skills for continued operational
delivery and future growth.

Our schemes focus not only on bringing new
talent to the industry but also on retaining it
for the future. In FY19, we have recruited or

have planned to recruit 269 new apprentices,
trainees and graduates.

We recently launched our new apprentice
programme for all bricklaying and carpentry
apprentices. The objective being to achieve
apprenticeship level within a reduced
timeframe.

We have continued to expand the scope of
qualifications under our degree programme
with plans to introduce a new technical
based degree programme in the future.

We actively participate in the Home Building
Skills Partnership which aims to attract new
people to housebuilding, providing the skills
for today and the future, and supporting the

supply chain in attracting and developing the
skills they need to support our industry.

During the year, we have increased our use
of technology to attract the best candidates.
Recognising the importance of social media
in recruitment, we launched a campaign
targeting new audiences, demonstrating
what it is like to work at Barratt. We have
also completed a new career website

with an integrated application tracking
system to increase the efficiency of the
recruitment process.

We focus on remuneration and benefits
which is an important element of employee
retention. We continue to review our
employee packages ensuring these are
effective for our employees and we remain
competitive.

www.barrattdevelopments.co.uk
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Investing in our people wnines

Our priorities

1,162

New apprentices,
trainees, graduates and
undergraduates in the
past five years

16%

Employee staff
turnover

(2018: 17%)

i

Training days
per employee

[2018: 4.0 days]

19%

Females in senior
manager roles

{2018: 13% females)

In April 2019, we invited all eligible
employees of the Group to participate in the
eleventh grant under the Group’s Sharesave
scheme which allows eligible employees to
contribute a maximum of £500 per month in
one or a combination of Sharesave schemes.
At 30 June 2019, approximately 46% of
employees participate in one or more of the
active Sharesave schemes. The Sharesave
scheme was approved by shareholders at the
Company’s AGM held in November 2008, and
renewed and amended by shareholders at
the Company’s AGM held in October 2018.

Recruitment and retention will continue to
be an ongoing facus for us over the longer
term. The Group’s employee turnover has
decreased during the year to 16% as at

30 June 2019 {2018: 17%].

How we are creating opportunities
for young people

We attract our future workforce by
reaching out to schools, through great
apprenticeships as well as a range of other
schemes, including the ASPIRE Graduate
Scheme, Sponsored Construction and
Commercial Degree and Armed Forces
Transition Programme.

Our well-established apprenticeship
programme continues to attract young

people to join the housebuilding sector and
we continue to expand on our Academy and
Leadership programmes such as 'Rising
Stars’ programme for those who are seen as
being our leaders and managers of the future.

How we are engaging with
our employees

We seek to create a great place to work,
founded on an open and honest culture.

We understand that to continue to improve
this we need to engage with our employees
on a regular basis so we can understand
their issues and concerns and address them.
Our annual employee engagement survey

is in the upper quartile performance at 82%
[2018: 79%], with participation levels the
highest since the survey began. The feedback
received is used to take action and devise
improvement measures going forward.

We have also introduced a Workforce
Forum of employee representatives from
all areas of our business consulting with
Senior Management on matters that affect
the workforce as a whole. See page 24 for
more details.

Promoting the physical and mental
wellbeing of our employees

The health, safety and wellbeing of our
employees is a fundamental priority. During
the year we devised a strategy for enhancing
mental health awareness throughout the
business and maintained programmes

for healthy workplaces. We will be further
enhancing these areas with specific training
and support initiatives. More details are
covered under our Keeping People Safe
section on page 46.

Diversity and Inclusion

We aim to create a fair working environment
that embraces diversity and inclusion.

We recognise that housebuilding has not
traditionally been the most diverse industry
both in terms of gender and ethnicity. Qur
long term focus is to recruit and retain
people with different backgrounds, beliefs,
lifestyles and skills and ensure our business
is representative of the communities in which
we operate. We know more diverse teams
mean a stronger and more dynamic business.

We have an active working party focused

on delivering our Diversity and Inclusion
strategy. Target areas such as gender and
ethnicity have been identified and our aim

is to improve in all areas over the next two
years. We recognise that flexible working can
help us retain talented employees and can be
particularly beneficial for those with caring
responsibilities. Our divisional offices now
operate a more flexible approach to working.

The diversity policy relating to the
appointment of PLC Directors is set out on
page 83.

We are committed to an atmosphere that
engenders equal opportunities for all.
Selection for emptoyment and promotion

is based on merit, following an objective
assessment of ability and experience

of candidates, after giving full and fair
consideration to all applications. We are also
committed to ensuring that our workplaces
are free from discrimination and that
everyone is treated with dignity and respect.
We strive to ensure that our policies and
practices provide equal opportunities in
respect of issues such as training, career
development and promotion for all existing
or potential employees irrespective of age,
disability, gender reassignment, marriage
and civil partnership, pregnancy and
maternity, race, nationality, religion or belief,
sex, and sexual orientation.
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Male and female employees

PLC Directors

Senior Managers

00O

Employees

Executive Committee

Reports to
Executive Committee

oJo)e

2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
= Male 62.5% 56% W Male 85% 87% W Male 69% 69% = Male 67% 67% o Male 68% 76%
Total 5 5 Total 247 251 Total 4,288 4,152 Total 4 4 Total 21 22
B Female 37.5% 44% 11 Female 15% Tﬁ' 1 Female 31% 31% B Female 33% 33% 0 Female 32% 246%
Total 3 4 Total 43 36  Total 1,918 1,882 Total 2 2 Total 10 7
Every effort is made to retain and support Our non-financial KPlIs in respect of Health Wider society

employees who become disabled while
working within the Group. Further details
on the Group’s diversity initiatives are
available in the sustainability section

of our website which is available from
www.barrattdevelopments.co.uk/
sustainability.

In April 2019, we published our second
Gender Pay Gap report. The report identifies
that as a Group, our mean pay gap stands at
6.0% and our median pay gap at 3.5%, which
is low compared to the mean gender pay gap
across the UK of 17.1%. Our mean bonus gap
stands at 42.6% with our median bonus gap
at -15.3%. Our negative median bonus gap
exists because our sales team, which has

a high proportion of female employees, has
pay structures which include a significant
bonus percentage. We will continue to work
hard to close our gender pay gap and ensure
we build a diverse, inclusive and attractive
working environment for all our employees.

Human rights

Our respect for human rights underpins

our strategic priorities and is an embedded
principle. We have policies and procedures
in place that support the core values of the
United Nations Universal Declaration of
Human Rights and the UN Guiding Principles
of business and human rights and we ensure
we act in accordance with our principles

in relation to diversity and the Modern
Slavery Act 2015. Concerns can be raised
anonymously to our whistleblowing process,
details of which can be found in the Audit
Committee report on page 91.

and Safety and Employee Engagement
reflect our belief that it is a fundamental
human right of our employees to work in a
safe and supportive environment. In addition,
employees undertake training in respect of
modern slavery and we are in the process of
rolling out Diversity and Inclusion training to
all employees.

We have a strict anti-bribery and corruption
policy and conduct our business in a fair,
open and transparent manner. All employees
are required to undertake training under our
anti-bribery and corruption policy at regular
intervals.

Value created for stakeholders
Employees

Our continued success and growth is achieved
through the hard work and dedication of our
employees. We aim to attract and retain the
best people by investing in their development
and success, recognising our employees’
dedication through share awards and
ensuring our employee packages are effective
and competitive.

Customers

By ensuring our employees have the right
skills at all levels, we will continue to provide
excellent award-winning service and build
quality homes for our customers.

We comply with relevant Government and
Regulator guidelines including the Health
and Safety regulations, Gender Pay Gap
Reporting and Diversity and Inclusion.

Future focus

In the short term, we will continue to
implement further attraction campaigns to
attract the best candidates to join us. We will
continue to focus on high potential employees
development through our Rising Star
programme and create more opportunities for
young people by extending our apprenticeship
offer and including non-trade disciplines.

We recognised the learning curve is shorter
for our ex-employees who have had our
training and development previously. In order
to encourage these past employees to return
to Barratt.

To further build on our employees training
programme we will continue to enhance
our digital tearning offer including more
accessibility through mobile devices.

Our long term focus is our Diversity and
Inclusion strategy to ensure our business is
representative of the communities in which
we operate and our programmes focus on
addressing the skills shortage in our industry.

www.barrattdevelopments.co.uk
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{‘\P Our principles

Keeping people safe

The challenge

To ensure our operations are incident
and injury free and we have a positive
health impact on all those employed
and affected by what we do.

Our principle

Health and safety is a core business
value and a fundamental priority. We
are committed to achieving the highest
industry health and safety standards for
which all of our people are responsible.

KPlIs

Health and safety
(SHE audit compliance)

96%
(2018: 96%)

Why we measure

¢ To demonstrate compliance with
safety standards on our sites

¢ Lead indicator highlighting areas of
SHE focus

Risks @ @

Health and safety or environmental
breaches could cause harm to
individuals, potential reputational
damage, criminal prosecution and civil
litigation, delays in construction or
increased costs.

Progressin FY19

We continue to prioritise and focus on health
and safety across our business and seek to
manage the inherent risks in the construction
process by applying our management system
and continuously reviewing our safe systems
of work. During the year we achieved the
maximum 5 Star status as part of the British
Safety Council Occupational Health and
Safety Audit. Our new BDW Cambridgeshire
division will go through this accreditation
process in FY20. Our housebuilding

divisions, other than our new division in
Cambridgeshire, are certified to OHSAS 18001
[alt are moving towards IS0 45001 as part of
their next assessments) and ISO 14001; BD
Living, our bespoke wardrobe supplier, is

also certified to these standards. We will be
working with our Cambridgeshire division and
Oregon, over the next year, to ensure their
processes meet these standards.

In order to ensure that health and safety
procedures are adhered to, compliance with
our SHE management system is verified

by a programme of site monitoring and
internal and external audits. Our SHE audit
compliance scores and |IR are assured in
accordance with ISAE 3000 revised.

Key material issues
» Our approach to health and safety.

* Promoting the physical and mental
wellbeing to our employees.

Operational risk management

Our approach to health and safety

We believe all injuries are avoidable and
whilst we recognise that entirely eradicating
risk is a challenge, we are determined

to improve our performance and reduce

the number of injuries occurring in our
working environment. We maintain stringent
standards and have a continuous focus on
health and safety with all areas and levels of
the business.

To reflect our commitment to continuously
improving our policies and processes,
during the year we updated the SHE
management system to ensure compliance
with new health and safety standard I1SO
45001. We have undertaken a new campaign
this year to raise awareness of good
housekeeping on sites to reduce risk.
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As part of our engagement with our supply
chain, we held 26 seminars during the year
to engage with Groundworks sub-contractors

and enhance their standards of management.

A number of initiatives are being considered
based on feedback from sub-contractors
and we will be reviewing how these can be
implemented over the next year.

In conjunction with key suppliers, we evaluated
the risk of falls during construction and in
particular the risk during construction from
open stairwells. Following a detailed review
with our suppliers, proprietary platforms for
stairwell protection have been developed,

which are being rolled out across our business.

Compliance to our SHE management
system is verified by a programme of site
monitoring and internal and external audits.
During the year, we carried out 6,916 (2018:
6,895) monitoring visits and achieved an
average compliance rate of 96% (2018: 96%).
We have also completed internal audits

of all our operating divisions which are
assessed against criteria to ensure that our
management system is clearly understood
by our management teams.

Following an increase in the Group's lIR rate
in 2018, we worked with management teams
to drive improvements in the prevention

of injuries. The Group IR rate for the year

is 297 (2018: 462} per 100,000 persons
employed (including sub-contractors). We
were pleased to see a reduction in the lIR

rate for the year; however, we will continue to

focus on improvements in this area to reflect
our business's commitment.

We have continued to operate our 5 Steps
to Safety Campaign (Stand Back/Take time
to review/ Evaluate the Risk/ Plan the Task/

Keep People Safe] and during the year have
reviewed and restructured our heatth and
safety training strategy for employees at all
levels within our business.

Despite our best efforts, in June 2019,

one of our sub-contractors was fatally
injured at our North West division’s site at
Stapeley Gardens in Nantwich. Our deepest
sympathies are with his family, friends and
colleagues. We are cooperating fully with
the Health and Safety Executive during its
ongoing investigation.

Promoting physical as well as
mental wellbeing

We are committed to health promotion by
encouraging our people to adopt healthier
lifestyles. This commitment is underpinned
by individual responsibility within a corparate
framework, promoting and supporting good
practice to comply with legislation and
addressing key workplace risk to mental and
physical health.

We have continued with our strategy to
improve the focus on occupational health
including awareness campaigns linked to the
wellbeing of our workforce. Information has
been provided on mental wellbeing and raising
awareness of general health issues that

could affect our workforce. We will be further
enhancing these areas with specific training
and support initiatives over the next year.

We have also enhanced our drugs and

alcohol policy and have continued with
a programme of random sampling and
responding to suspicion reports across
the business.

Value created for our stakeholders

Employees and sub-contractors

As the nation’s largest housebuilder, a
key priority is to provide a safe working
environment for all our employees and
sub-contractors. We are committed to
achieving the highest industry health and
safety standards and the wellbeing of our
people is a key element of our strategy.

Future focus

We will work with our Groundworks sub-
contractors to improve the use of plant on
our sites and consider ways in which the
interface between plant and pedestrians
can be improved.

Our work on enhancing our health and
wellbeing strategies will continue by
providing mental wellbeing training for
those in line management roles with the
aim of providing guidance on identifying
signs of potential issues with themselves
and colleagues.

We will enhance our site teams’ ability

to report incidents and near misses by
working on the provision of an App to enable
more efficient capture of information and
images. This will increase the speediness of
response time to incidents and information
will be utilised to consider any learning or
enhancements to our policies and procedures.

www.barrattdevelopments.co.uk
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%S> Qur principles

Being a trusted partner

The challenge

Housebuilding is a long term business
and the development of sustained
business partnerships with landowners,
local authorities, suppliers and
sub-contractors is critical to our success.

Our principle

We build meaningful, long term
relationships that make us the
developer of choice for our partners.
We are innovating in our supply chain
to drive efficiency and meet our
customer needs.

Risks @ O O ©

Failure to maintain sufficient material
and skilled sub-contractor availability
may lead to increased costs and delays
in construction, which in turn, would
affect our financial position.

The inability to secure sufficient
consented land and strategic land
options at appropriate cost and quality
would affect our financial position.

Progress in FY19

During the year, we secured several key
partnerships with landowners such as
Homes England.

Barratt remains focused on developing
best in class supplier relationships with
our supply chain. We are the only major
developer to consistently run a Supply Chain
Conference, attended by all of our Group
Suppliers. During FY19 we entered into a
three-year research project collaborating
with a number of our partners, aimed at
identifying and developing industrialised
offsite solutions which are needed to meet
current and future housebuilding demands.

Key material issues

¢ The lifetime environmental performance
of our homes and buildings we build.

* Having an energy efficient and low carbon
supply chain.

¢ Our approach to health and safety.
¢ Innovation [MMC].

Operational risk management

Working with our partners to build homes

We are committed to delivering high quality,
sustainable, energy efficient places to live

that satisfy the needs of customers and
communities. Key to this is ensuring we provide
quality housing in the right locations to create
communities that are right for our customers.
It is vital that we have a good relationship with
landowners and other partners to ensure we
are their developer of choice.

We continue to work with private landowners,
operators and agents to identify and

bring forward land for development.

Our experienced divisional land teams
actively engage with our stakeholders to
ensure we are the developers of choice.

We have a comprehensive Group Partnerships
Policy to ensure proper engagement with

our key land partners and stakeholders.

In FY19 we updated our Affordable Housing
Guide to support divisions in partnering with
Registered Providers.

During the year, we started to deliver homes
on our Kings Quarter and Saviours Place
sites in Pewterspear, Warrington, working
together with Homes England. Both Barratt
and Homes England have a shared strategic
objective to use more MMC in the delivery
of homes which is a more cost-effective
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and efficient method of construction.

It is hoped the project will provide a better
understanding of how MMC could be used
in the future for both Barratt and Homes
England while also providing much needed
homes for the area in an efficient manner.

Working with our suppliers

We recognise our suppliers and sub-
contractors are critical to the delivery of

our strategic objectives and we invest in

our relationships with them. We engage in
continuous communication with our suppliers
holding regular performance and business
reviews, focusing on our ongoing relationship
and health and safety. We are committed to
providing a safe place in which our employees
and sub-contractors can work.

Barratt operates a model of centralised
procurement for the majority of our
construction materials, site equipment and
business consumables. This arrangement
enables us to manage both cost, sustainability
specifications and supplier relationships
effectively. We believe it is important to
engage openly with our suppliers regarding
the challenges they are facing and help
them identify and address opportunities and
mitigate risk. We have a ‘supplier evaluation
and development programme’ in order to
improve this dialogue.

® \e have entered into a three-year research project
collaborating with a number of our partners, aimed
at identifying and developing industrialised offsite
solutions which are needed to meet current and future

housebuilding demands. %2

Barratt achieved Gold status with the Supply
Chain Sustainability School. In addition,

we were the first national housebuilder to
sign up to the Gangmasters Labour Abuse
Authority Construction protocol, helping us
share and receive information and training
materials to present modern slavery. We are
also a signatory to the Prompt Payment Code.

It is a condition of all our supplier and sub-
contractor contracts that they comply with
the Bribery Act and our anti-bribery and
corruption policy which is available on the
Group's website.

As we purchase substantial amounts of
timber, we implemented a timber sourcing
policy in December 2013. We have audited
and reviewed this policy this year. All timber
and timber products that we purchase via
Group agreements are from suppliers with
FSC/PEFC chain of custody certification.

Innovation with our suppliers

During FY19 we have entered into a three-year
research project collaborating with a number
of our partners, Stewart Milne, London

& Quadrant Housing Trust, Tarmac, the
Manufacturing Technology Centre, the
Construction Scotland Innovation Centre

and Forster Roofing Services. The Advanced
Industrialised Methods for the Construction
of Homes (AIMCH)] project aims to tackle
challenges currently facing the housing
sector, including skills shortages, an ageing
workforce, poor productivity, tow output and
low affordability. The project aims to identify
and develop industrialised offsite solutions
which are needed to meet current and

future housebuilding demands such as low
embodied carbon emissions.

In addition, we have successfully rolled out

a flooring solution across the business this
year: 718 homes have been constructed using
a high performance offsite precast flooring
systemn. Our Group Design and Technical

team partnered with our suppliers Nu-Span

to develop a product solution to meet our
business's needs. We continue to apply our
New Product Introduction process to introduce
innovative suppliers with new systems.

Value for stakeholders
Suppliers

Suppliers and sub-contractors are critical
to our business success, carrying out the
majority of construction on our sites and
providing the materials and services we
require for our operations. It is therefore
essential for us to build long-lasting, good
relationships that make us the developers
of choice to work and partner with.

Wider society

We engage with local authorities and other
key Government agencies to understand
their priorities and needs and ensure we
build quality homes in the right locations.

Future focus

We will continue to work and engage with a
variety of partners to bring forward land for
development.

In the short term, we will continue developing
our partnerships offsite solutions to ensure
successful roll-out and we will continue

to develop our business know how to
incorporate the changes successfully.

We aim to attain living wage status for
suppliers and sub-contractors by FY21.

Over the medium term, we will work with our
current offsite partners on more advanced
forms of MMC. This is being led at our
Homes England Pewterspear site through
our AIMCH project which will investigate and
develop industrialised offsite solutions to
meet housing demand.

In FY20 we will launch a new science
based carbon reduction target which will
encompass purchased goods and services,

We also plan to continue the deployment of
our strategic supplier capability assessment,
a process designed to work with our
suppliers in highlighting and addressing
potential supply performance risks to ensure
deliverability and reliability of suppliers.
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’%ﬁw Building strong community relationships

Our principles

The challenge

To ensure our work creates a positive
legacy that helps local communities to
thrive. To build strong communities in
our developments.

Our principle

We engage fully with local communities
and customers when creating new
developments. We seek to ensure that
our work creates a positive legacy that
helps local communities to thrive.

Raised and donated to
charities in the year

£2.9m

(2018: £1.2m]

Jobs supported

47,360

(2018: 45,080]

Local contributions

£66om

(2018: £553m)

Risks @ © @ ©

Failure to build strong community
relationships could lead to negative
reputational impact.

Progressin FY19

During the year, we have raised over

£2.9m for national and local community
charities and supported 47,360 jobs. In
FY19 we provided more than 3,800 school
places and handed over 13 local facilities to
communities, including sports and leisure,
health, youth and community centres.

Operational risk management

Building strong communities in
our developments

Without local identity and supporting
infrastructure, developments are just houses
as opposed to homes. This is why we put

so much time and investment into building
strong community relationships.

Across the country we have also made
over £665m in local contributions and
physical works contributions for section
106 or equivalent agreements and the
Community Infrastructure Levy to benefit
local communities through affordable
homes, highways, environmental and other
improvements. Taken all together, we
provided some £3.0bn of Gross Value Added
to the UK’s economic output and supported
47,360 jobs this year.

We put great emphasis on working closely
with children and young people in local

schools as they play such a big partin
any community. We go to schools to
teach children about health and safety,
construction and sustainability, and about
careers in the construction industry.

Charitable giving

Aligned with our principle to create a positive
legacy, we are committed to giving back to
the communities we live and work in. We
believe it is important to support charitable
causes both locally and nationally and
encourage our employees in that pursuit.

During the year, we launched the Barratt &
David Wilson Community Fund to help our
divisions do more for local organisations and
charities which matter to them. Our operating
divisions and Group support functions are
able to donate £1,000 each month to a local
charity or organisation working to improve the
quality of life for those living in their area. In
FY19, £155,000 was donated to local charities
and organisations.

Since the fund launched in January 2019, we've
seen some great charitable activity across the
Group. Our divisional team in Bristol combined
their community fund donation with their
volunteering day, with employees lending a
hand to a local homeless charity in Bristol.

The team were involved in a wide range of
tasks from clearing an area of the site through
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to painting. This was a good opportunity for
them to learn more about the charity which is
transforming old containers into homes while
people wait to access permanent residences
and is a vital resource in the city.

We also support the dedication, energy
and enthusiasm of our employees across
the country raising money for their chosen
charities each year. In addition to divisional
charity matching, we have introduced
individual charity matching. When an
employee raises £1,000 for a registered
charity, it is matched by the Group; £77,000
has been raised and matched in the year.

We encourage all of our employees to take
paid time off work to volunteer in their
locat communities. Employees across the
business spend time helping their local

communities, including maintaining nature .

reserves and volunteering at local schools.
We continue to partner with the RSPB on
how nature and wildlife are incorporated

into and enhanced by our new communities.

During 2019, 150 employees will complete
the 'Big Barratt Hike' with an aim to raise
£100,000 for Mind and the British Heart
Foundation, the two charities chosen by
members of the Workforce Forum.

Nationally, we teamed up with the "Kidz
Board', a group of eight young people

& our operating divisions and Group support functions
are able to donate £1,000 each month to a local charity
or organisation working to improve the quality of life

for those living in their area. ”

representing Whizz-Kidz across the

country. Members of Kidz Board visited

our developments across the UK looking

at the accessibility of communal areas

and produced a list of recommendations

for improving the accessibility of our sites.
Around £64,000 in total was donated to
Whizz-Kidz including over £40,000 raised by
employees running in the London Marathon.

During the year, we made our largest ever
corporate donation of £750,000 to RBLI, and
provided cost and construction expertise for
a new centenary village. The RBLI provides
vital employment support, advice and homes
to Britain's ex-Armed Forces, particularly
those who are wounded, injured or sick. In
addition, they offer a range of employment
support services helping individuals with
disabilities and the long term unemployed
into sustained and rewarding work. RBLI

is also the chosen charity for this year's
graduate project.

We have entered into a new three-year
partnership with St Mungo’s, a homeless
charity. We will be donating a total of
£500,000 to help fund the expansion of their
innovative "Putting Down Roots’ training

programme. This programme uses social
and therapeutic horticulture to support the
recovery of homeless people with mental
health challenges. The partnership began
with an additional £60,000 donation to the
charity’s social lettings service to fund two
Housing Management and Lettings Officers
for a year.

Value created for stakeholders
Employees

Providing a framework for fundraising offers
team building, health and wellbeing benefits.

Communities and wider society

We seek to ensure our work creates a positive
legacy and helps local communities thrive.

Future focus

We look forward to continuing our long term
partnerships with our charitable partners
and are committed to supporting more
charities in the future.

www.barrattdevelopments.co.uk
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Safeguarding the environment

Our principles
2019
Carbon
intensity
Scope 2 Scope 3 tCO,e
The challenge Greenhouse gas emissions Scope 1 Energy Other per
1 . . N . . 2
The global challenge of climate change (tonnes CO,e) Direct indirect indirect Total 100m
has implications for every nation and
. industry sector. The UK Government's Building homes 22,224 3,420 291 25,935 1.52
response to this challenge, achieving
net-zero carbon emissions by 2050, will e .
impact construction processes and the Building other properties 27 35 483 545 0.03
built environment where people live.
In addition, th int ted . .
emvironmental concarns over air qoalit, Administrative activities 2381 1447 7,07 10935 0.6
water resources and habitats that
are likely to.featgre nnew legistation Share of joint ventures 200 114 15 329 0.02
encompassing biodiversity and then
wider environmental net gain.
Total location based 24,832 5,016 7,896 37,744 2.21
Our principle
Our operations should be energy
efficient and low Carbon. mlnlmlslng air Total market based 26,832 3,‘11 7,896 36,139 2.12

potlution and water use. We aim to build
homes and places that are adapted to
climate change with reduced carbon
emissions over their lifetime. We seek to
enhance local habitats and biodiversity
on developments.

KPIs

Carbon intensity
(per 100 sq.m. of legally
completed build area)

2.21

(2018 (restated): 2.28]

Why we measure

¢ Monitors environmental impact of
our business activities.

* Monitors progress in carbon
reduction arising from our
operations.

Risks- QOO Q@O0 00

Changes to Government regulation

and planning policy could impact the
way we design our developments and
deliver our homes. There are also risks
associated with climate change and the
use of new technology and materials in
the build process, including materials
related to carbon reduction.

' see page 202 for our Greenhouse Gas Emissions Disclosure

and a detailed description of our operational boundary
Progress in FY19

Operational carbon emissions

We have reduced our carbon emissions relative
to build area during FY19 by 3.1%, a 21.6%
reduction since 2015. Overall, our absolute
carbon emissions for scope 1, 2and 3
emissions have decreased by 4.4% during the
year. The decarbonisation of the UK electricity
mix over the past year has accounted for 2.6%
of this reduction. Other changes, including
initiatives relating to our offices and business
travel, contributed to the remaining 1.8%.

The use of diesel on site accounts for 59%

of our scope 1 and 2 carbon emissions. We
are taking steps to reduce this by trialling
initiatives such as low carbon generators and
challenging suppliers and divisions to ensure
diesel generators are correctly specified

for developments.

The market based carbon reporting method
takes our electricity purchasing decisions into
account and 46% of our scope 2 electricity

is backed by REGO certificates. All offices
where we control supply were moved to a
renewable tariff in October 2018, representing
66% of our office electricity in FY19. We have
REGO certificate backed energy for 37% of the
electricity supplied to sites, show homes and
sales offices.

Our energy and carbon information
has limited assurance to the ISAE 3000
revised standard, which is available

at www.barrattdevelopments.co.uk/
sustainability/our-publications.

Qur construction waste relative to build area
has increased by 7.8% in FY19 measured

on housing completions and 3.4% measured
on build activity including work in progress,
which has reduced our progress on waste
reduction since 2015 to 7.9%, against our
2025 target of 20%. We diverted 97% of our
construction waste from landfill against our
95% target. See more details on pages 38 to
41, Leading Construction.

We seek to create a net gain for biodiversity
in design across all new developments
where there is no prior planning permission
from 2020. See more details on pages 36 and
37. Great Places.

Key material issues

¢ The energy use and carbon emissions of
our operations.

¢ Having an energy efficient and low carbon
supply chain.

¢ Waste created by our operations.

¢ The lifetime environmental performance
of the homes and buildings we build.

Operational risk management

The energy use and carbon emissions
of our operations

The need for industry decarbonisation
to meet the Government net-zero target
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2018 (restated)

Carbon

intensity

Scope 2 Scope 3 tCOe

Scopel Energy Other per
Direct indirect indirect Total 100m?
22,170 4,526 423 27,119 1.57
18 13 344 375 0.02
2,534 1,910 7,143 11,587 0.67
244, 145 13 402 0.02
24,966 6,594 7.923 39,483 2.28
24,966 4,992 7,923 37,881 2.19

requires robust data to make the right
decisions, and to track progress. We are
committed to introducing a science-based
carbon emission target in FY20, which makes
the scoping of our emissions and basis of
reporting increasingly important.

We have aligned data collection for mandatory
carbon reporting with accounting and reporting
requirements, formalising and embedding
policies and procedures in our Group and
divisional finance teams. This, and a review of
carbon emission factors used in calculations,
resulted in a restatement of our 2018

carbon emissions. We will continue to make
improverments going forward. Our Corporate
Sustainability and Group Finance teams

have received training on Mandatory Carbon
Reporting and Streamlined Energy and Carbon
Reporting (SECR).

Our indirect carbon footprint: supply
chain emissions and low carbon homes

We aim to use our influence to reduce
indirect emissions through goods and
services we purchase and from carbon
emissions released from energy use during
the lifetime of our homes. In FY19 we have
quantified our priority scope 3 emissions
and will integrate this into our future science
based target.

Through industry bodies and engagement
with policymakers directly, we are contributing
to discussions on low carbon future homes,

for example, through the Homes Builders
Federation Futures Group and the UK Green
Building Council's Housing Standards Group.
We have also attended Government panels on
the topic of energy efficiency.

Waste, air quality and water use

Construction, excavation and demolition waste
amounts to 61% of all UK waste'. Recent
months have seen increased public concern
and scrutiny over the issue, in particular with
single use plastics. Waste also puts pressure
on the raw material availability and our Waste
Reduction Group monitors waste performance
regularly. See Leading Construction on pages
38'to 41.

Air quality is of increasing concern in major
cities, with larger cities such as Manchester
and London consutting on and introducing
in-depth strategies on how to tackle the issue.
We can play our role in improving air quality
through measures to reduce diesel use on
site before utility connection and through the
efficiency of mobite plant.

Through building partnerships with
water companies, we are laying the basis
for addressing regional water shortages
that are likely to be exacerbated through
climate change by exploring customer
and infrastructure solutions.

Biodiversity

We have contributed to Government
discussions over policy on creating net gains
for biodiversity on new developments, and have
worked with research groups and professional
associations to develop guidance and
principles that can be used for the industry,
testing @ sample of our own developments to
establish the costs and practical implications
of achieving net gain. More information is
available in the Great Places section of this
report on pages 36 and 37.

Value created for stakeholders

Shareholders

Through improved data collection and
carbon reduction initiatives we can reduce
transitional risks for investors and provide
transparency expected as a result of TCFD
recommendations. The Bank of England
plans to stress test financial institutions

for their investment exposure to physical
and transitional risks along the lines
recommended by the TCFD. This will lead to
more scrutiny from investors in the areas of
carbon emission reduction activities and the
climate risks inherent in their investments.

More information on how we are mitigating
and adapting to climate change can be found
in our annual disclosure ta the CNP Climate
Survey (cdp.net). We scored a B grade in 2018.

Customers and communities

By considering operating efficiencies through
process and technological improvements

we can reduce diesel use. This has potential
not only to reduce energy costs and carbon
emissions for our business, but also reduce
noise, air pollution and the risk of diesel
spills, to the benefit of local communities
and our customers.

Suppliers

The process of setting a science-based target
will help us to identify opportunities to lower
embodied carbon in our materials and our
supply chain as they also transition to a low
carbon economy and mitigate associated
risks and costs.

Future focus

In the short term, we will continue to focus
efforts on reducing site diesel use. Initiatives
will inctude the roll-out of renewables and
battery enabled generation for new site starts.
We will engage site teams and use telemetry
data to track and reduce idling time.

We will continue to roll out LED lighting

and energy improvements to heating and

air conditioning across the office portfolio,
complete more rigorous energy efficient
checks in our office inspections, reduce
business travel using remote working
technologies and will increase the proportion
of our electricity backed by REGO certificates
for sites, sales offices and showhomes.

Over the medium term to 2025 we will

lead research and collaboration with our
suppliers to deliver viable solutions that
meet the proposed Future Homes Standard
and our customer needs.

Longer term, with new and improved
information on our direct and indirect energy
use and emissions, our science-based
target will set out a long term trajectory

for decarbonisation aligned with the latest
IPCC report. This will ensure the business

is focused on the right strategic priorities to
maximise carbon emission reduction.

! DEFRA (2016] UK Statistics on Waste.
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Ensuring the financial health of our business

=1 @ Our principles

The challenge

Maintain a strong balance sheet
underpinned by clear financial
principles providing resilience and
flexibility to react to changes that arise
in the operating environment.

Our principle

Our people take individual responsibility,
appropriate to their level of seniority,

for the financial management and
performance of our business. We
maintain financial discipline across all
aspects of our operations.

Risks Q Q00000
00

Availability of sufficient committed and
surety facilities provides resilience for
the Group to respond to changes in
the economic environment and take
advantage of appropriate land buying
and operational opportunities to help
deliver sustainable shareholder value.

Operating framework

30 June 2019

Land bank

¢.3.5 years owned and
c.1.0 year controlled

3.9 years owned and
0.8 years controlled

Land creditors

30 - 35% for 30 June 2019
Reduce usage to 25 - 30%
over the medium term

31.3%

Net cash Modest average net cash Average net cash of
£298.3m
Year end net cash 30 June 2019:
net cash of £765.7m
Treasury Appropriate financial See Treasury section

facilities

Capital Return Plan

2.5x dividend cover
Ordinary dividends
supplemented by special
returns when market
conditions allow

See Capital Return Plan
section

Business resilience

The Group has a clear operating framework
that is focused on building and maintaining a
resilient business model to enable the delivery
of sustainable shareholder returns. We believe
financial discipline across our key drivers

Key drivers of our business resilience:

Key drivers

Financial discipline

enables the Group to deliver its operational
targets of disciplined volume growth, margin
improvement and cash returns whilst
maintaining our industry leading standards of
customer and build quality.

Financial discipline across
all aspects of our operations

Land

Maintenance of strong financial control environment

Improvement of operating margin

Strong balance sheet position

Compliance with operating framework

Cash generation

Appropriate capital structure

Overall gearing
Capital Return Plan
Treasury

Taxation

Tax strategy
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Financial discipline across all aspects
of our operations

Land

We continue to target a regionally balanced
high quality land portfolio and to hold an
appropriate land bank of ¢.3.5 years of
owned land and c.1.0 year of controlled land.
This level of land ownership supports our
aspirations of disciplined volume growth
whilst maintaining our focus on return on
capital. To support this aspiration and given
the excellent land opportunities during the
year, we currently hotd 3.9 years of owned
land and 0.8 years of controlled tand in good
locations where customers want to live.

Across our regional business our land teams
use their expertise to identify suitable, high
quality sites that will enable us to create
great places for our customers. Our Land
Committee approves all land purchases to
manage capital allocation, risk and ensure
commercial, operational and financial
matters are considered in depth. In addition,
we continue to secure strategic land and
have a medium term aim to achieve 30%

of home completions from this source.

Operating margin bridge

Maintenance of a strong financiat
control environment

The Group has a clear organisational
structure with embedded financial and
management reporting systems and
controls. More detail on these can be found
in the Audit Committee Report on pages 84
to 91.

Our principal financial operational risk is

the valuation of land and work in progress.

In order to determine margin recognition,

the Group has to make a number of estimates
on future costs and sale prices. The Group's
key control is the site valuation process
where these assessments are determined.
Through this cross functional control process,
management review build programmes,
challenge site margins, review forecast

sales prices and consider costs to complete
in depth. More detail on these can be found
on pages 84 to 91. We are currently piloting

a new valuation system to improve efficiency
and further strengthen controls around the
valuation process.

The drivers of our operating margin improvement from FY18 to FY19 were:

In addition, we have robust controls across

the other financial aspects of our operations
including, but not limited to. tendering,
authorisation and payment of sub-contractors
and suppliers; forecasting of working capital
requirements and covenant compliance; sales
policies and review of pricing and joint ventures
performance and control.

Improving operating margin

We believe our industry leading customer
service and build quality is not only the right
thing to do for our customers, but is also
fundamental to improving the efficiency of our
operations. Operating margin is a medium
term target of the Group, with ongoing weekly,
monthly and yearly reporting on forecasts

and budgets closely reviewed and monitored
across our business. We have implemented

a number of levers to improve margins and
continue to focus on improving the efficiency
of our operations, whilst maintaining
customer service and quality, generating
sustainable returns for our shareholders.

Wincrease  JDecrease
19.5%
40bps
F
[~ 0
19.0% 10bps [20bps}--vrmrens 18.9%
110bps & m
—
(20bps) 10bps
! 185% g — 185%
18.5% -
° (60bps) (10bps)

18.0% -
17.7% _—
17.5% -
17.0% -

FY18 Regional  Showhomes Central Mix/ Operating Other Subtotal Disposal of Costs Adjusted Reversal FY19

new sites London commercial/  Expenses Income legacy associated operating  of inventory
starting trading other commercial  with legacy profit provisions
trading asset  non commercial

Trading items - 80 bps

properties

————— Non recurring items - 40 bps ——————
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Our principles

Ensuring the financial health of our business e

Strong balance sheet position

Compliance with operating framework

We have a strong operating framework to
maintain an appropriate capital structure.
Shareholders’ funds and land creditors are
used to fund longer term investment, while
working capital is funded from existing cash
resources as the business operates with
modest average net cash, supported by
bank facilities.

Cash generation

Cash generation remains high through
effective working capital management and
operational controls. In order for the Group to
fund its ongoing operational commitments,
we have strong controls and discipline on
working capital management, checks and
controls including weekly and monthly cash
flow forecasting. We maintain a modest
average net cash over the financial year, and
had £765.7m net cash as at 30 June 2019.

Appropriate capital structure

Overall gearing

In order to continue to reduce gearing and
further strengthen our balance sheet, the
Group is committed to reducing our usage of
land creditors to 25 - 30% of the owned land
bank in the medium term. We are making
good progress against this: at 30 June 2019
our land creditors stood at 31%, a reduction
from 34% in 2018.

We are focused on ensuring that we manage
our total gearing and against our operating
framework. Since June 2013 total gearing
including land creditors has reduced
substantially from 35% to 5% at 30 June 2019.

Improving business resilience

800 34.0%

70 e - - .
29.0%
600 oo | .. A
2%.0%
500 e
£ 19.0%
o
400 e A Iyl
14.0%
300 e
9.0%
P — N

Y15  FY16  FY17

FY18  FY19

13 Operating margin
B Net cash as at 30 June
I} Net gearing linc land creditors) as at 30 June

Capital Return Plan

We have a well-defined dividend policy, with
the Group paying an ordinary dividend cover
of 2.5 times. We have previously announced
that when market conditions allow, ordinary
dividends will be supplemented with special
returns. For more details please refer to
page 18 and 19.

Treasury

Relationships with banks and cash
management are coordinated centrally as a
Group function. The Board approves Treasury
Policy and Senior Management control day-
to-day operations. The Treasury Policy is
intended to maintain an appropriate capital
structure and provide the right platform for
the business to manage its operating risks.
Mare detail on Treasury Policy is included in
note 5.4 to the Financial Statements.

Tax strategy

While the Group has a responsibility to

its shareholders to deliver value, it also
recognises its broader, social responsibilities
to pay the right amount of tax at the right
time. All of the profits of the Group are
subject to full UK corporation tax and the tax
charge for the year ended 30 June 2019 was
£170.4m (2018: £164.0m).

The Group does not enter into business
transactions which are for the sole purpose
of reducing potential tax liabilities. The
Group's tax strategy is to only take advantage
of any available reliefs and exemptions
which have been set out in any current tax
tegislation to minimise its tax liabilities.
The Group does not have a target effective
tax rate and the rate for the year ended 30
June 2019 was 18.7% (2018: 19.6%] which
is marginally lower (2018: higher] than

the standard effective rate of tax of 19.0%
(2018: 19.0%).
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Process for identifying our

principal risks

Effective risk management is fundamental to
the achievement of our strategic objectives.
Risk management controls are integrated
into all levels of our business and across all
of our operations, including at site, divisional
and regional level. We evaluate risks, how.
these have changed over time and what
actions are being taken to mitigate them.
They are then fed into the Group's detailed
risk register which also includes a number

of cross-functional Group wide risks.

Risks are reviewed by divisionat and
regional management as well as by Senior
Management and the Board which ensures
there is a regular ‘bottom-up’ and ‘top-down’
consideration of risks. The risk register

is reviewed on a regular basis by the Risk
Committee which considers the severity of
each risk, the required mitigating actions
and business procedures and controls.

The severity of the risk is determined based
on a defined scoring system assessing risk
impact and likelihood.

Strengthening our framework

During the year, the Group’s risk framework
has been further strengthened. The Risk
Committee, which met three times during
the year, has expanded the breadth of its
membership. At each Risk Committee,
updates on principal risk areas are
presented as well as a consideration of new
and emerging risks and an ongoing review
of mitigating actions. The Chairman of the
Audit Committee routinely attends meetings
in order to provide independent chatlenge to
the risk management process.

The Risk Committee has, during the

year, created the, ‘Data Protection and
Technology Crisis Risk Sub-Committee’,
specifically focused on managing, evatuating
and taking action against data protection
and technology risk. This sub-committee
comprises both members with specialised
understanding of technology risks and
Senior Management.

Roles and responsibilities

The Board is responsible for the overall
stewardship of our system of risk management
and internal control. It has undertaken a
robust assessment of the principal risks in our
business, has established the appropriate level
of risk that is acceptable in the pursuit of our
strategic objectives and has set appropriate
policies to govern this. The Board, as part

of its regular risk assessment procedures,
also takes into account the significance of
environmental, social and governance matters
to the business of the Group. Based on the

regular and adequate information provided to
the Board on such matters, it identified and
assessed the gignificant rigks to the Group's
short, medium and long term value as well
as potential opportunities to enhance value
that may arise from an appropriate response
to such matters. it has also set delegated
authority levels to provide the Executive
framework for assessing risks and ensuring
that they are escalated to the appropriate
levels of management, including up to the
Board where appropriate, for consideration
and approval.

The roles and responsibilities of the Board,
its committees and all levels of management
from a risk management perspective are
summarised on page 58.

Risk appetite

The risk appetite for the Group is set by

the Board. It has identified operational
categories against which both our current
risk profile and our risk tolerance range have
been defined. These risk categories may be
dependent on the macroeconomic context and
we may adjust our risk appetite accordingly.

In defining our risk appetite, the Board has
taken into account the expectations of its
shareholders and other stakeholders.

Overall assessment

The current risk profile is within our tolerance
range; the Group is willing to accept a moderate
level of operational risk in order to deliver
financial returns. There may be occasions
where these risks could have a moderate
adverse impact on the Group, be it financially

or operationally, although the impact can be
mitigated through some management actions.

Why and how our risks change

The principal risks identified, either separately
or in combination, could have a material
adverse effect on the implementation of

the Group strategy, our business, financial
performance, shareholder value and returns
and reputation.

Reputational risk could potentially arise
from a number of sources including external
and internal influences relating to the
housebuilding sector which, when combined
or over a period of time, could create a new
principal risk. The Group actively manages
the impact of reputationat risk by carefully
assessing the potential impact of atl the
principal risks and implementing mitigation
actions to minimise those risks.

Whilst the principal risks for the Group related
to the execution of its business strategy have
not fundamentally changed, the likelihood of
the risk factors occurring can change.

The risk profiles listed in the table on pages
59 to 64 show the estimated liketihood of each
principal rick following eur rick mitigatien
review and strategies implemented. The
principal risks are not listed by order of
importance and the illustration of the
probability does not consider the relative size
of any associated financial or reputationat
impact of each item. No new principal risks
have emerged during the financial year.

Climate change risk

As explained more fully in ‘Our sustainability
focus areas’ climate change presents an ever
increasing focus for both the Government and
wider society. For our business, the risk from
climate change presents itself in a number
of principal areas. Transitional risks and
opportunities are those relating to actions
the business takes to meet the challenge

of operating in a net zero carbon economy.
These include the risks to construction from
the use of new technology and materials
aimed at reducing carbon emissions. These
risk areas are embedded within the Group’s
risk management process in a number of
areas, including Construction, Availability of
raw materials, sub-contractors and suppliers
and Government planning and regulation.
Physical risks and opportunities relate to
changing climate, which can impact on

the comfortable heating of homes and the
ability of developments to withstand extreme
weather events such as heavy rainfall.

Failure to address the risks from climate
change or not follow climate related regulation
could further increase the overarching risk to
the Group's reputation. Inclusion within the
Group’s risk management process means
climate change risk and its potential impact is
carefully monitored and mitigated.

As a business, we are focused on minimising
the operational impact of our business and
improving the energy efficiency of our sites
and operations, mitigating climate change
through the design and build of our homes
and developments and by working with our
suppliers to reduce carbon in our supply
chain. More information can be found in our
online Climate Change Policy and our annual
submission to the Carbon Disclosure Project,
available at www.cdp.net.

www.barrattdevelopments.co.uk
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Risk management

continued

Monitoring risk throughout the Group

Overall responsibility for corporate strategy, governance, performance, internal controls and risk management.

Whistleblowing
line and
audit reports
throughout
the year

Defines the Group's appetite for risk and monitors risks to ensure they are effectively managed.
including agreeing actions where necessary.

" Audit Committee

Reviews the
effectiveness of
internal controls,
including systems to
identify, assess and
\ monitor risks

Monitoring business and operational performance and changes in key risks facing the business

Nomination
Committee

Ensures an
appropriate balance
of skills, knowledge
and experience on

the Board

|

}
[

Remuneration
Committee
Assesses the

appropriate
incentivisation
of the Executive

Directors and Senior .

Management

/P

Safety, Health

and Environment

Committee

Responsible for
the stewardship
of safety, health
and environmental
performance

Regular performance and risk reports to the Board

I

Executive Committee

Disclosure
Committee
Responsible for
compliance with
the requirements of
the Market Abuse
i Regulation

Responsible for ensuring that the risk management policy is implemented and embedded within
the business and appropriate actions are taken to manage risks

. Operations
" Committee

Reviews operating
performance

Risk Committee
Considers identified
risks and their
mitigation
Identifies new and
emerging risks
Data Protection
and Technology
Crisis Risk Sub-
Committee
Identifies and
considers
technology related

risks and their
mitigation

1

'
1
]

Treasury
Operating
Committee
Manages liquidity
and counterparty
risk and ensures
that treasury
policies are
implemented and
embedded within
the business

/T\

LLand Committee

Reviews and
authorises all
proposed land
acquisitions to
manage land
acquisition risk

Implementation and embedding of the risk management policy

Site Management
Maintains an effective system of

risk management and internal
control at site level including

construction and sub-contractor !
risks and SHE

Regional and Divisional

N2

Management

+ Responsible for risk identification,
€—> management and control within
their region or division

Safety, Health
and Environment
Operating
Committee

Reviews the
! effectiveness of
y health and safety
' policies and
establishes controls
and procedures to
manage these risks

i Independent Assurance

Internal audit, external auditors

&~

and other independent experts

test the design and

effectiveness of procedures

and controls

L

t
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Principal risks

What we do with our principal risks

' £ against our current position

ko

- w0 .- .y -~ ~ o
g ) Q

Accountability Tolerance @

Assigns ownership for risks and mitigations ; Sets tolerance for risk taking and benchmark g,

9

|

v

: Risk reduction ' Informed decisions
' Identify and track actions when out of tolerance : Inform budget and strategic decisions

, i
Oversight i Assurance
i

. Focal point for Executive Committee, Risk Committee Audit and Compliance teams use the risks to inform assurance
. and Board deep dives planning and test how effectively risks are being managed

Risk level/appetite @ High risk @ Medium risk @ Low risk  Change in risk level from previous year 0 Increase e Decrease 6 No change

@ Economic environment, including housing demand and mortgage availability

Risk level@ Risk appetite @ Link to strategic priorities and principlesé}' ﬂ(},-l!g Change from previous yearg

Risk description Description of risk level Response/mitigation Key risk indicators
Changes in the UK and European The impact of the UK’s ¢ Board, Executive Committee, Gross and operating
macroeconomic environments including, forthcoming exit from the EU regional and divisional margins, PBT, ROCE,
but not limited to, the impact of the UK's has heightened uncertainty management reviews. EPS, TSR, totat home
forthcoming exit from the EU and any . in the wider macroeconomic « Quarterly site valuations. completions
change or removal of the Government’s environment over the last year.
Help to Buy scheme, flat or negative There is also an increased level ¢ Comprehensive sales policies
economic growth, inflation, interest rates,  of political uncertainty in the and regular review of pricing,
buyer confidence, mortgage availability, UK. Against this, however, sales local markets and developing
competitor pricing and falls in house rates and the housing market good working relationships with
prices or land values. have remained stable. The new mortgage lenders.
The maiority of i . build market continues to be * Maintenance of an appropriate
jority of our customers require characterised by undersupply, low capital structure and balance
mortgages to purchase their new home. interest rates and good mortgage sheet control
Buyer confidence, the availability of availability. The economic outlook ) o
mortgages and mortgage interest rates will depend on the form of * Planning for the 'WPSC[ Qf
are affected by the economic environment.  the UK's EU withdrawal in the the UK’s forthcoming exit
Changes in the economic environment medium term. from the EU and adapting the
may lead to falling demand or lower prices businesses’ operations as
achieved for homes, which in turn would necessary.

affect our volume targets and ability to
provide profitable growth and lead to
impairments of the Group’s inventories,
goodwill and intangible assets.
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Principal risks

continued

Land availabitity

Risk level@ Risk appetite @ Link to strategic priorities and principles ,ﬁ 0o ﬁ@,@-lta Change from previous yearg

Risk description

The inability to secure sufficient consented
land and strategic land options at
appropriate cost and quality.

Securing more sites that meet our hurdle
rates of margin and site ROCE will enable
disciplined volume growth. Insufficient
tand would affect our ability to achieve
our volume targets and ability to provide
profitable growth.

Description of risk level

The Group’s land bank is in a o
strong position and the Group
continues to see a good supply

of new land and strategic land
opportunities. The hurdle

rates for land purchases were
increased in FY18 to help support
margin growth and ensure we
remain selective on acquisitions.

@ Availability of finance and working capital

Response/mitigation
All potential land acquisitions

Key risk indicators

Land approvals [plots]
are subject to formal appraisal

and approval by the Land

Committee.

Group, regional and divisional
review of land currently owned,
committed and identified
against requirements.

Formal relationship
management with key land
suppliers, landowners and local
authorities.

Review by Land Committee and
management on strategic land
and sites.

Land forum and academy
training events.

Increased usage of strategic
land.

Risk level@ Risk appetite@ Link to strategic priorities and principles -I!a Change from previous yearg

Risk description

Unavailability of sufficient borrowing
facilities and the inability to refinance
facilities as they fall due, obtain surety
bonds, or comply with borrowing
covenants. Furthermore, there are risks
from management of working capital
such as conditional contracts, build costs,
JVs and the cash flows related to them.

Availability of sufficient committed and
surety facilities ensures that the Group
can manage changes in the economic
environment and take advantage of
appropriate land buying and operational
opportunities to help deliver sustainable
shareholder value. Reduced borrowing
facilities and/or working capital would
affect the Group's ability to service
liabilities [including pension funding].

Description of risk level

In November 2018 the Group .
extended its £700m RCF until
2023 with the option to extend
this further by two one-year
extension options. In addition,
the Group holds £200m of fixed
rate USPP notes until 2027.

The Group has £765.7m net cash
and net assets of £4,869.0m as at
30 June 2019. .

Response/mitigation

Key risk indicators

Committed bank facilities and ~ Average net cash
private placement notes of

around £900m with maturity on

the RCF in 2023 and the private

placement notes in 2027.

Regular forecasts of working
capital and cash requirements
and compliance with banking
covenants.

Policy requiring minimum
headroom of £150m of drawings
against committed facilities.

Maintenance of an appropriate
capital structure and balance
sheet control.
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Risk level@ Risk appetite @ Link to strategic priorities and principles /), %/{ﬁ, "Eﬁ Change from previous yearé

Risk description

The ability to recruit and/or retain a
sufficient number of employees with the
appropriate skills.

Development of skilled employees is critical
to delivery of the Group's strategy of profit
and volume growth through a focus on
efficiency and the continued delivery of
attractive cash returns. Failure to attract or
retain employees with the appropriate skills
would affect these targets.

Description of risk level

There continues to be ongoing
competitiveness for employees in

the operational business, including

from new entrants to the market.
The Group has implemented

a number of initiatives to
improve employee retention and
engagement.

@ Availability of raw materials, sub-contractors and suppliers

Response/mitigation

Key risk indicators
Employee
engagement score

Comprehensive human
resources programme including
apprenticeship schemes,

a graduate development
programme, succession
planning and training academies
tailored to each discipline.

Ongoing monitoring of employee
turnover and absence statistics
and feedback from exit interviews.

Annual employee engagement
survey to measure employee
satisfaction.

Remuneration benchmarking
against industry competitors.

Risk level@ Risk appetite @ Link to strategic priorities and principles @ o> Q—-llg Change from previous yeare

Risk description

Shortages or increased costs of materials
and skilled labour, the failure of a key
supplier or the inability to secure supplies
on appropriate credit terms.

Maintaining sufficient material and skilled
sub-contractor availability will enable
disciplined volume growth. Failure to do so
may lead to increased costs and delays in
construction which in turn would affect our
financial position.

Description of risk level

There continues to be pressure

on the availability of certain build
materials and a shortage of skilled
labour in the housebuilding industry.

The impact of the UK's
forthcoming exit from the EU

on the ongoing supply of skilled
labour and imported materials is
currently uncertain. Around 10%
of the Group’s materials, by spend,
are imported and a further 30%,
by spend, contain some imported
components.

Changes in legislation in FY20
have the potential to change
processes for the Group and its
sub-contractors.

The risk level has reduced during
FY19 as additional capacity of our
key materials and components

has become available in the UK. In
addition, the Group acquired Oregon
to secure our timber frame supply.
Where appropriate we have entered
into longer term arrangements to
ensure supply continuity over an
extended period. In the current
climate, particular attention has
been given to negotiating such
arrangements where imported
goods are involved.

Response/mitigation

Key risk indicators

Customer service,
gross and operating
margin, PBT, ROCE,
EPS, TSR, total
home completions

Centralised team procures the
majority of the Group’s materials
from within the UK including sub-
contractor materials, ensuring
consistent quality and costs.

Seek to establish and maintain
long term supplier and sub-
contractor partnerships with all of
our significant supply agreements
fixed in advance, usually for 12
months.

The Group has a key supplier audit
programme to assess risks to the
reliability of supply continuity.

Group policies include tendering,
the requirement for multiple
suppliers for both labour
contracts and material supplies
and contingency plans, should
any key supplier fail.

Control of build and material
costs throughout build
programmes.

* All key suppliers have confirmed

that they have plans in place to
seek to minimise disruption on
the UK’s exit from the EU.

In June 2019 the Group acquired
Oregon.

www.barrattdevelopments.co.uk
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Principal risks

continued

@ Government regulation and planning policy

Risk level@ Risk appetite @ Link to strategic priorities and principles ,ﬂ, “%'—/,ﬁ,-lla Change from previous yeare

Risk description

which affects planning and the time
taken to obtain planning approval
and technical requirements including
Buitding Regulations.

and complex.
Securing sufficient, appropriate planning

permissions on new sites will enable the Other potential regulatory

Group to deliver disciplined volume growth. changes may impact how we
design our developments and

deliver and sell our homes.

Changes to the regulatory environment
could affect our financial position.

Changes to Building Regulations
and Fire Safety Regulations
may occur as a result of the
Government’s consultation on
reforming the building safety
regulatory system following
recommendations from

the Independent Review of
Building Regulations and Fire
Safety, the impact of which is
currently unknown.

Description of risk level

Changing complex regulatory environment  Following the introduction of

the NPPF in 2012, ptanning
permissions granted in England
have increased. However, the
planning process remains lengthy

Response/mitigation

Key risk indicators

Considerable in-house technical Gross and operating
and planning expertise focused margin, PBT, ROCE,
on complying with regulations  EPS, TSR, total home
and achieving implementable completions
planning consents that meet

local requirements.

Robust and rigorous design
standards for the homes and
places we develop.

Policies and technical guidance
manuals for employees on
regulatory compliance and the
standards of business conduct
expected.

Consultation with Government
agencies, membership of
industry groups to help
understand and monitor
proposed regulation change.

@ Construction

Risk level@ Risk appetite @ Link to strategic priorities and principles @ .'$;~ -Ila Change from previous yearg

Risk description

Failure to identify and achieve key
construction milestones (due to factors

to carbon reduction.

We aim to reduce the risks inherent in the
construction process and help address the
shortage of skilled employees and sub-
contractors through the use of MMC which
is implemented where appropriate. Delays
in construction, or poor product quality,
could increase costs, reduce selling prices
and sales volumes and result in litigation
and uninsured losses.

Description of risk level

The Group’s construction process
and policies have remained
including the impact of adverse weather unchanged in the last year. The
conditions), failure to identify cost overruns  Group continues to expand the
promptly, design and construction defects,  use of new product ranges which
exposure to environmentat and unadopted ~ maintain our high standards of
site infrastructure liabilities. There are also - design while it simplifies the
risks associated with climate change and build, helps us to reduce build
the use of new technology and materials cost and waste and are more

in the build process, e.g. materials related  suitable for MMC.

Response/mitigation

Key risk indicators

Executive Committee, regional ~ Customer service,
and divisional reviews and total home
quarterly site valuations. completions, gross
margin, operating
margin, PBT, ROCE,
EPS, construction
waste intensity and
carbon intensity
reduction

Continuous review of MMC and
the quality of materials which are
evaluated by external and internal
technical experts, including the
NHBC, to ensure compliance with
all building and other regulations.

Monitoring and improving
environmental and sustainability
impact of construction methods
and materials used.

Maintenance of appropriate
insurance cover.

Detailed build programmes and
quality reviews, divisional monthly
valuation meetings and sign off.

Review of use of MMC by Group
Design & Technical.

Technologies new to Barratt

go through a rigorous testing
and analysis process before full
implementation.
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@Joint ventures and consortia

Risk level@ Risk appetite @ Link to strategic priorities and principles (X, L )] *'"EE Change from previous year@

Risk description

Large development projects, some of
which involve joint ventures or consortia
arrangements and/or commercial
developments, are complex and -
capital intensive.

Description of risk level

Qur investment in JVs is £189.0m
(2018: £234.1m) a reduction from
the previous year. The Group sold
its investment in the Aldgate
Place JVin June 2019 and there
are some active JVs which are

Securing more JV sites that meet our hurdle  due to finish trading in FY20.

rates enables disciplined volume growth.
Engaging with JVs assists in reducing and
sharing risks on complex, capital intensive,
bespoke and commercial developments.
Changes in complex developments may
negatively impact on cash flows or returns.

Response/mitigation

Key risk indicators

ROCE, total home
completions

All potential JVs are subject to
formal appraisal and approval
by the Group's Land Committee
and the Board.

Once operational, the
performance of JVs and
consortia are subject to
regular review.

@ Safety, health and environment

Risk tevel Risk appetite Link to strategic priorities and principles ‘B k5 Change from previous year
PP gicp princip (| 9 y

Risk description

Health and safety or environmental
breaches can result in incidents affecting
employees, sub-contractors and site
visitors.

We continue to prioritise and focus on
health and safety to seek to reduce injury
rates and manage the risks inherent in the
manufacturing and construction process.
SHE breaches could cause potential
reputational damage, criminal prosecution
and civil litigation, delays in construction or
increased costs.

Description of risk level

There was a fatal incident on one
of the Group’s sites in June 2019.
The Group continues to focus

on health and safety including
ensuring consistent controls

are in place to reduce accidents
and injuries.

The Group IR rate for the year

is 297 (2018: 462) per 100,000
persons employed (including sub-
contractors).

Response/mitigation

Key risk indicators

Health and
safety (SHE audit
compliance)

Internally resourced health
and safety team.

Regular health and safety
monitoring by our in-house
team, internal and external
audits of all operational units
and regular Senior Management
reviews of developments.

Continued reinforcement
of Group SHE policies and
procedures.

Dedicated SHE and

Operations Committees which
review key performance
indicators, improvement

plans and reinforce the
importance of health, safety
and environmental compliance.

Quarterly performance reviews
by divisional management
within all operating units.

Independent reviews of our
SHE processes.

www.barrattdevelopments.co.uk
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Principal risks

continued

Risk level@ Risk appetite @ Link to strategic priorities and principles -ALL  Change from previous year e

Risk description Description of risk level Response/mitigation Key risk indicators
Failure of any of the Group’s IT systems, The threat of external cyber * Centrally maintained IT Customer service,
in particular those relating to customer attacks and phishing attempts systems. gross and operating

information, surveying and valuation. The continues to increase with a
Group could suffer significant financial and  number of high profile incidents

margin, PBT, ROCE,

¢ Fully tested disaster recovery EPS

reputational damage due to the loss, theft  being reported in the media programme‘.
or corruption of data either inadvertently or  during the year. * Regular reviews to seek to
via a targeted cyber attack. reduce the risk of successful

cyber attacks.
We continue to improve integration of
IT systems to enhance business control
and drive efficiency. Failures of any of the
Group's IT systems could adversely impact
the performance of the Group.

* Business processes and
data management which are
GDPR compliant. There is an
ongoing review and governance
approach, including a specific
Data Protection Risk and
Technology Crisis Committee to
assess our risks and implement
mitigating actions.

¢ Group-wide compliance and
policies on passwords and
transferring data to third
parties.
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Long term viability statement

In accordance with provision C.2.2 of the
Code, the Directors have assessed the

prospects and financial viability of the Group -

over the longer term, taking into account
both its current position and circumstances,
and the patential impact of its principal risks.
The Group's future prospects are primarily
monitored through the risk management
processes detailed on page 57 and 58.

For the Long term viability statement, the
Directors consider that a three-year review
period is appropriate. This period is also
aligned with the Group’s bottom-up three-
year planning and forecasting cycle, during
which a wide range of information relating
to present and future business conditions

is considered, including those impacting

on expected profitability, cash flows, and
funding requirements. Additionally, the
Group’'s objective is for a shorter than sector
average land bank, reflecting its focus on
return on capital and a fast build and sell
model. Our target is a regionally balanced
land portfolio with a supply of owned land of
c.3.5years and a further c.1.0 year of
controlled tand. Accordingly, we consider it
appropriate that our viability review period is
broadly aligned with the expected longevity of
our owned land supply.

The Group considers it is subject to a
number of principal risks (as set out in more
detail in pages 59 to 64}, and its Long term
viability statement review considers the
impact that these risks (particularly those
related to the economic environment and
availability of finance and working capital)
might have on its ability to meet its targets in
current market conditions. The high profile
risks with severe but plausible impacts
were modelled over the three-year period

by changing assumptions in the Group's
forecasts. The scenarios tested were as
follows:

Principal risk Risk Reference

Scenarios modelled

Economic environment, 0o
including housing
demand and mortgage

availability

A sudden decline in demand leading
to reduced sales volumes and sales
prices, increased costs for materials
and labour, and increased finance
costs, followed by a gradual recovery,
arising, for instance, as a potential
consequence of the UK leaving the EU
on unfavourable terms.

Attracting and
retaining high-calibre
employees

An increase in build and administration
costs arising from inefficiency.

An increase in costs incurred on
completed developments and a delayed
reduction in sales volumes. Additional
provisions are required for defects and
legal costs.

Cost and availabitity
of raw materials,

sub-contractors and
suppliers

Each scenario included the Capital Return
Plan as announced, including the November
2019 and November 2020 special returns.

Where necessary, in each scenario,
mitigating actions were modelled that would
be adopted by the Group in response to these
risks. The modelled mitigating actions were
based on those identified and successfully
deployed during the previous downturn in
2007-2008.

Under the above scenarios, the Group is
able to continue in operation and meet its
liabilities as they fall due in the assessed
period.

Based on this review, the Directors confirm
that they have a reasonable expectation
that the Group will be able to continue in
operation and meet its liabilities over the
three-year period.

The Strategic Report on pages 2 to 65 was
approved by the Board and is signed on its
behatf by:

David Thomas
Chief Executive

3 September 2019

An increase in the cost of material and
labour and an extended average build
time for houses.
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Executive Committee

The Executive Committee consists of:

1 David Thomas
Chief Executive

eSee page 68.

2 Steven Boyes
Deputy Chief Executive and
Chief Operating Officer

e See page 68.

3 Jessica White
Chief Financial Officer

eSee page 49.

4 Rob Tansey
Group HR Director

5 Jeremy Hipkiss
Group Sales and Marketing Director

Rob has responsibility for the Group’s
human resources strategy including
recruitment, remuneration and benefits,
talent and performance management and
training and development programmes.

Career and experience:

Rob joined the Group in August 2012 from
Dairy Crest Plc where he was Group HR
Director for six years. Before joining Dairy
Crest, Rob was HR Director at Travis Perkins
Plc and previously held senior HR roles at
Celesio AG and Wickes. Rob was a member
of the CITB Council until December 2017 and
is now a member of the new CITB Nation
Council for England.

Jeremy is responsible for the Group's
overall sales, marketing and customer.
experience strategy and delivery.

In addition to these responsibilities,

Jeremy has executive responsibility for IT
and our business improvement programme,
Building Excellence.

Career and experience:

Jeremy joined the Group in 2008 and has
wide experience in marketing and retail
operations, having held a similar role at the
Spirit Group. Prior to that, Jeremy worked
for Allied Domecq PLC and Marston’s PLC
having graduated in Economics at Leeds
University.

6 Tina Bains
Company Secretary

Q See page 49.
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Regional Managing Directors
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The Group operates through six geographic housebuilding regions and a commercial division,
each of which has a Managing Director as follows:

7 Doug McLeod
Regional Managing Director, Scotland

9 Bernard Rooney
Regional Managing Director, Central

11 Chris Burton
Regional Managing Director, West

Doug is responsible for the Group’s
operations in the Scotland Region which
consists of three divisions. He is also now
responsible for the operations at Oregon.

Career and experience:

Doug joined the Group in January 1974.
Formerly Regional Director of Barratt
Scotland and Managing Director of Barratt
North Scotland, he was appointed to his
current role in January 2017.

8 Mike Roberts
Regional Managing Director, Northern

Mike is responsible for the Group’s
operations in the Northern Region which
consists of four divisions. He is also
responsible for the Group's commercial
and construction functions.

Career and experience:

Mike joined the Group in June 2004.
Formerly Managing Director of Barratt North
East, he was appointed to his current role in
January 2017.

Bernard is responsible for the Group's
operations in the Central Region which
consists of five divisions. In addition, he
heads up Barratt Partnerships which is
responsible for identifying and securing
public land and partnering opportunities.

Career and experience:

Bernard joined the Group in 1981. Formerly
Managing Director of Barratt Newcastle,
he was appointed to his current position in
July 2010.

10 Richard Brooke
Regional Managing Director, East

Richard is responsible for the Group's
operations in the East Region which consists
of six divisions. He is also responsible for the
Group's procurement function.

Career and experience:

Richard joined the Group in 2007 following
the acquisition of Wilson Bowden plc, where
he was Operations Director and previously
Finance Director for David Wilson Homes
Limited. He was appointed to his current
position in July 2008.

Chris is responsible for the Group's
operations in the West Region which consists
of three divisions.

Career and experience:

Chris joined the Group in 1985. Formerly
Managing Director of Barratt Yorkshire West
for 13 years, he was appointed to his current
role in July 2012.

12 Gary Ennis
Regional Managing Director,
London and Southern

Gary is responsible for the Group’s
operations in the London and Southern
Region which consists of six divisions.

Career and experience:

Gary joined the Group in 1995. Formerly
Managing Director of Barratt North London
he was appointed Regional Managing
Director of Southern in January 2006 and of
London in October 2016.

13 Nick Richardson
Managing Director,
Wilson Bowden Developments

Nick is responsible for our commercial
business, Wilson Bowden Developments.

Career and experience:

Nick joined Wilson Bowden plc in 1991 and
was appointed to his current role in 1999.
Nick joined the Group in 2007 following the
acquisition of Wilson Bowden plc. Nick is a
Chartered Surveyor.

www.barrattdevelopments.co.uk
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The Board

We have an experienced and committed Board which continues to focus on promoting the
success and long term sustainable value of the Group.

1 John Allan
Non-Executive Chairman

2 David Thomas
Chief Executive

Appointment to the Board:

John joined the Board as a Non-Executive Director
on 1 August 2014 and became Chairman on

12 November 2014,

Committee membership:
Chairman of the Nomination Committee and a
member of the Remuneration Committee.

Career and experience:

John brings a broad range of business and retail
experience to the Board. He is Chairman of Tesco
PLC, President of the CBI and a regent of the
University of Edinburgh. He will become the Chair
of the Council at Imperial College from 1 January
2020. Previously, John was Chairman of London
First and of Dixons Retail plc until its merger with
Carphone Warehouse Group plc. He then became
Deputy Chairman of the combined business, Dixons
Carphone plc, untit 2015. He was also Chairman
{2011-2016) and then Non-Executive Director
{2016-2018) of Worldpay plc. John was also a Non-
Executive Director of Royal Mail PLC {2013-2015),
National Grid plc [2005-2011], 3i plc (2009-2011)
and of various other public companies in the

UK, Germany and Denmark. His other previous
appointments include CFO of Deutsche Post until
2009 and Chief Executive of Exel plc until 2005.

Appointment to the Board:

David joined the Board as an Executive Director
and Group Finance Director on 21 July 2009 and
was appointed Chief Executive on 1 July 2015.

Committee membership:
Member of the Disclosure Committee.

Career and experience:

David brings a wealth of financial and leadership
experience acquired over a number of years in
senior positions. He is a Non-Executive Director
of the HBF and an Associate of the Institute of
Chartered Accountants in England and Wales.
He was formerly Group Finance Director and
Deputy Chief Executive of The GAME Group plc
{2004-2009). Before that he was the Group Finance
Director at Mitlennium and Copthorne Hotels plc
{1998-2004) and held senior financial roles with
House of Fraser plc and Forte plc.

3 Steven Boyes
Deputy Chief Executive and
Chief Operating Officer

Appointment to the Board:

Steven joined the Board as an Executive Director
on 1 July 2001 and subsequently Chief Operating
Officer on 5 July 2012. He became Deputy Chief
Executive on 24 February 2016 and is responsible
for the Group’s housebuilding operations.

Committee membership:
Member of the Safety, Heatth and Environment
Committee.

Career and experience:

Steven has over 40 years’ experience in the
housebuilding industry having joined Barratt in
1978 as a junior quantity surveyor and progressing
through the business to assume the roles of
Technical Director and Managing Director of
Barratt York before being appointed Regional
Director for Barratt Northern in 1999. Steven was
also previously a trustee of the UK Green Building
Council (2015-2018].
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4 Jessica White
Chief Financial Officer

7 Jock Lennox
Non-Executive Director

Appointment to the Board:
Jessica joined the Board as an Executive Director
and Chief Financial Officer on 22 June 2017.

Committee membership:
Member of the Disclosure Committee.

Career and experience:

Jessica brings a wealth of financial experience to
the Board. She joined the Group in 2007 as Head

of Financial Accounting and was promoted to
Group Financial Controller in 2010. Prior to this,
Jessica held various positions at Wilson Bowden
plc (2005-2007) and PricewaterhouseCoopers LLP
[2000-2005). Jessica is a member of the Institute of
Chartered Accountants of Scotland.

5 Richard Akers
Senior Independent Director

Appointment to the Board:

Richard joined the Board as a Non-Executive
Director on 2 April 2012 and became Senior

Independent Director on 16 November 2016.

Committee membership:

Chairman of the Remuneration and the Safety,
Health and Environment Committees and a
member of the Audit and Nomination Committees.

Career and experience:

Richard has a broad range of property knowledge
and experience. He is a Non-Executive Director of
Shaftsbury plc and of Unite Group plc, a member
of the Advisory Board for Battersea Power Station
Devetopment Company and a Fellow of the Royal
Institution of Chartered Surveyors. Richard was

a Non-Executive Director of Emaar Malls PJSC
[2014-2017). Previously, he was a senior executive
of Land Securities Group plc [1995-2014), joining
the main Board in May 2005 and a Director and
President of the British Council of Shopping
Centres (2009-2012], the main industry body for
retail property owners.

6 Nina Bibby
Non-Executive Director

Appointment to the Board:
Nina joined the Board as a Non-Executive
Director on 3 December 2012.

Committee membership:
Member of the Audit, Nemination and
Remuneration Committees.

Career and experience:

Nina brings a wealth of marketing experience to
the Board and is currently Chief Marketing Officer
at 02 (Telefonica UK). Nina is also a Trustee for the
Great Ormond Street Hospital Childrens’ Charity.
She was formerly the Global Chief Marketing
Officer at Barclaycard, the payments subsidiary

of Barclays plc until 2013. Prior to Barclaycard,
Nina was Senior Vice President, Global Brand
Management at InterContinental Hotels Group plc
[2006-2009) and worked at Diageo plc [1997-2006),
latterly as Commercial Strategy Director.

Appointment to the Board:
Jock joined the Board as a Non-Executive
Director on 1 July 2016.

Committee membership:
Chairman of the Audit Committee and a member
of the Remuneration and Nomination Committees.

Career and experience:

Jock, a Chartered Accountant, brings a wealth of
business and finance experience to the Board. He
is currently Chairman of Hill and Smith Holdings
plc and Enquest plc and will be stepping down
from both positions at the end of September 2019
as he has completed his nine year tenures. Jock
was previously Senior Independent Director of
Oxford Instruments plc (2009-2016) and Non-
Executive Director and Chairman of the Audit
Committees of Dixons Carphone plc (2012-2018)
and A&J Mucklow Group plc {2010-2016). He also
spent 30 years with Ernst & Young LLP hotding

a number of leadership positions in the UK and
globally, including 20 years as a partner.

8 Sharon White
Non-Executive Director
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Appointment to the Board:
Sharon joined the Board as a Non-Executive
Director on 1 January 2018,

Committee membership:
Member of the Audit, Nomination and
Remuneration Committees.

Career and experience:

Sharon brings over 25 years' experience in the
public sector to the Board and is currently Chief
Executive of Ofcom. She will be stepping down from
Ofcom at the end of the year to become Chairman
of the John Lewis Partnership. Sharon was formerly
Director General, Public Spending (2011-2013)

and Second Permanent Secretary to HM Treasury
[2013-2015). She also previously held roles at the
British Embassy in Washington, the No 10 Policy
Unit, the World Bank and various Government
departments including, the Department for
International Development, the Department of Work
and Pensions and the Ministry of Justice.

9 Tina Bains
Company Secretary

Non-Executive Director tenure
[including the Chairman)

o

1

Appointment to the Board:
Tina was appointed to the role of Company
Secretary on 1 January 2016.

Committee membership:
Member of the Disclosure Committee.

Career and experience:

Tina joined the Group in 2008 as Assistant Company
Secretary, and was promoted to the role of Deputy
Company Secretary in 2011, Prior to this, Tina held
various Company Secretarial positions within the
private and professional services sectors including
TMF Corporate Secretarial Services Limited and
Ernst & Young LLP. Tina is a Fellow of the Institute
of Chartered Secretaries and Administrators.

B 0-3 years 03-6years U 6+ years
Gender split
fincluding the Chairman]
37.5%
62.5%

LI Female

See page 83 for details
on Board diversity

See pages 44 to 45 for details
on diversity in the workforce
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Corporate governance report

Introduction and Overview

® Good corporate governance
is the foundation of our success. 99

John Allan
Chairman

Leadership Your Board is collectively responsible for the long term success

of your Company. The Executive Directors manage the business
on a day-to-day basis. The Non-Executive Directors provide an
appropriate level of scrutiny, constructive challenge and support
to all proposals, including those relating to strategy. performance,
responsibility, accountability and sustainability taking into account
the interests of stakeholders as a whole. This enables Board
decisions to be well considered. Board processes are in place to
ensure adequate oversight of the implementation of decisions.

This section details:

the structure and composition of the Board and its
Committees;

how responsibilities are divided amongst the
Board, its Committees and individual Directors;
the main activities of the Board in FY19;

its main focus areas for FY20; and

the recruitment and induction process for new
Directors.

See
pages
71-75

Effectiveness Your Board regularly reviews its composition to ensure it retains
a balance of skills, experience, independence and knowledge
which enables it to discharge its duties and responsibilities
effectively. The Board undertakes an annual evaluation of its own
effectiveness, that of its Committees as well as that of individual
Directors. This evaluation is facilitated by an external third party
every third year.

This section outlines:

the progress made on the actions arising from the
internal evaluation for FY18; and

the process and outcomes of the externally
facilitated evaluation for FY19.

See
pages
76-78

Y ITHIET AR Your Board is mindful of the risk environment in which it
operates when making any decisions. It maintains sound risk
management and internal control systems and regularly reviews
the principal risks impacting the business. The Board assesses
the appropriate appetite for risk in striving to achieve the
Group’s strategic objectives.

This section details:

the work undertaken by the Audit Committee;
the Board’s approach to risk management, its
internal control and risk management systems;
and

its processes for evaluating whether the Annual
Report and Accounts of the Company are fair,
balanced and understandable.

See

page
79

Stakeholder Your Board recognises the importance of maintaining open
Engagement dialogue with its various stakeholders. Events and communications
take place throughout the year to maintain regular contact with
stakeholders and receive feedback on all areas of the business,
including governance, operational processes and Executive
Directors’ remuneration.

This section summarises:

how the Board and individual Directors engaged
with stakeholders throughout FY19; and

how stakeholders can communicate with the
Company.

See
pages
22-29

EEMBLEC LR The Board, through its Remuneration Committee, has established
a formal and transparent procedure for developing its policy on
executive remuneration. Shareholders approved the Group's
current Remuneration Policy at the 2017 AGM. The Policy is
designed to promote the long term success of the Group.

No changes are proposed to the Policy for FY19.

This section sets out:

a summary of the Group’s Remuneration Policy;
how the policy operated during FY19;

how it will be applied in FY20; and

the remuneration outcomes for FY19 based on the
Company’s performance.

See
pages
94-117
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Corporate governance report

Leadership
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Corporate governance statement

The Board confirms that during the year
ended 30 June 2019, and as at the date of
this report, the Company has fully applied
the provisions of the Code issued in 2014.
This report, together with the other statutory
disclosures and the reports from the
Nomination, Audit, SHE and Remuneration
Committees, provides details of how the
Company has applied the main principles
and complied with the provisions of the
Code during the year under review (pages 70
to 117]. The Board welcomes the changes
introduced by the New Code published in
July 2018 to enhance long term success and
trust in businesses. The New Code will apply
fully to the Company in the financial year
ending 30 June 2020. During the year under
review, the Board, together with its advisers,
has assessed its position under the New
Code and has been working towards applying
the Principles as set out in the New Code
and the associated guidance. The Board

will provide full disclosure of how it has
applied the Principles during the financial
year ending 30 June 2020 in its report

for that year. Copies of both these codes

are available from www.frc.org.uk.

The Company has also complied with the
relevant requirements of the Disclosure
Guidance and Transparency Rules, the
Listing Rules, Directors’ Remuneration
Reporting regulations and narrative
reporting requirements.

Board balance

The Board believes the balance of Executive
and independent Non-Executive Directors
remains appropriate having regard to the
size and nature of the business. In addition,
the combination of the experience, diverse
backgrounds, tength of service and calibre

of the Non-Executive Directors further
enhances this balance and the ability to
deliver the Group's strategy whilst mitigating
against the risk of ‘group think". The
composition of the Board, including the
names, responsibilities and other details of
each of the Board Directors, is set out on
pages 68 and 69.

Board independence

The Company recognises the importance

of its Non-Executive Directors remaining
independent throughout their appointment,
as it enables them to provide objective advice
and guidance to the Executive Directors (and
Senior Management). This independence
allows the Non-Executive Directors to
constructively challenge and scrutinise the
performance of the Executive Directors

and provide an independent perspective

on business strategy, performance and

the integrity of the financial information
considered by the Board and disclosed to

the Company’s shareholders and other
stakeholders. Their independence is of

the utmost importance when considering
the appointment or removal of Executive
Directors and in the determination of
succession planning for Board positions and
other Senior Management roles within the
Group. All Non-Executive Directors remained
independent in character and judgement
during the financial year. The review of
Directors’ conflict of interests confirmed that
none of the Non-Executive Directors has

any business or other relationship with the
Group lor other outside interests] that might
influence their independence or judgement.

Table 1 - Board membership and attendance for FY19

John Allan was considered to be independent
on appointment to the Board and on taking
up the role of Chairman. As part of the

FY19 annual review of the Chairman’s
effectiveness, the Non-Executive Directors
led by Richard Akers, as Senior Independent
Director, considered John's other business
commitments and confirmed that they do

not impinge upon his availability to fulfil

his duties to the Company. John Allan has
demonstrated this throughout the year by
ensuring full attendance at each of the Board
and Committee meetings, being available

to Board members whenever required and
spending time in the business and at the
Group's corporate office in London. John Allan
continues to show dedication to his role and
commits the time necessary to discharge his
duties effectively and completely.

In addition the Chairman met at least

once with the Non-Executive Directors
independently of the Executive Directors.
The Non-Executive Directors meet regularly
without the Executive Directors being
present usually prior to or immediately
foltowing Committee meetings.

Details of the Directors’ interests in shares
of the Company are contained in Table 25
on page 114 of the Remuneration report.

Membership and attendance
at Board meetings
Members of the Board throughout the financial

year and attendance at each of its scheduled
meetings are set out in Tabte 1 below.

Number of
Member Role meetings attended
John Allan Chairman 8/8
David Thomas Chief Executive 8/8
Steven Boyes Deputy Chief Executive and Chief Operating Officer 8/8
Jessica White Chief Financial Officer 8/8
Richard Akers Senior Independent Director 8/8
Nina Bibby Non-Executive Director 8/8
Jock Lennox Non-Executive Director 8/8
Sharon White Non-Executive Director 8/8
Note:

X/ Number of meetings attended whilst a Director.
/X Number of meetings held whilst a Director.
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Board Committees and delegation to Committees

Decisions, matters reserved to the Board and delegated authorities

The Board takes decisions on strategy and in relation to items set out in the matters reserved for the Board. It has also delegated various
operational decisions to several Board and Management Committees (see below). The schedule of matters reserved to the Board and the Terms of
Reference of the Board Committees are available on the Company’s website at www.barrattdevelopments.co.uk/investors/corporate-governance.

Board'committees

~ Audit Committee

; ®* Monitors the integrity of the Group’s Financial
Statemnents and its systems for internal control and risk
management.

* Monitors the independence, objectivity and effectiveness
of the external auditor and the internal audit function,
and the tenure of the external auditor.

* Considers whether the Group’s Financial Statements are
fair, balanced and understandable.

® Assesses the long term viability of the Company.

e See page 84 for full report

* Remuneration Committee

* Designs and implements the Group's overall
remuneration strategy and policy, ensuring alignment
with strategy.

® Sets the remuneration of the Executive Directors and
Senior Management.

® Monitors performance against targets.
* Determines remuneration outcomes for Executive
Directors and Senior Management.

* Considers workforce remuneration and related policies
and the alignment of incentives and rewards with that of
the wider workforce.

e See page 94 for full report

Nomination Committee

® Monitors the composition and balance of the Board to
ensure the right combination of skills, experience and
knowledge, and progressive refreshing of the Board and
its Committees.

® Reviews succession plans for Board and Senior
Management roles and oversees the development of a
diverse pipeline for succession.

* Promotes diversity of Board Directors and Senior
Management.

) e See page 80 for full report

Disclosure Committee

® Ensures that the Company remains compliant with the
requirements of the Market Abuse Regulation.

Safety, Health and Environment Committee

. ® Oversees the SHE issues impacting the business
including, but not limited to, the Group’s compliance with
the SHE management system.

* Monitors any significant SHE risks and exposure to the
business and the steps taken to mitigate against these.

e See page 92 for full report

Groupmanagementcommittees!

b
|

&
N

The Board

Chief Executive

Executive
Committee
Supports the Chief
Executive in carrying
out the day-to-day
management of the

activities of the Group.

Chief Cperating
Officer

v

Risk Committee

* Reviews the effectiveness of the Group's internal
control policies and procedures for the identification,
assessment and reporting of risks.

® Assesses individual key risks on a rolling basis (inctuding
the identification of the Group's principal risks] together
with the appropriateness of any mitigations.

Land Committee

* Reviews and approves all land acquisition and disposal
proposals across the Group.

® Refers proposals to the Board for approval depending
on the value of the land acquisition or its complexity,
e.g. high-rise apartments or joint venture arrangements.

Treasury Operating Committee
¢ Reviews the Group’s treasury arrangements and
approval of changes to debt facitities.

* Obtains Board approval for certain types of facility and
where the facility is above the levels delegated to the
Treasury Operating Committee.

Allotment Committee

® Approves the allotment of shares within dilution limits
and the authorities obtained from shareholders.

Operations Committee

* Manages operational performance.

Safety, Health and Environment
Operations Committee
® Develops the health and safety strategy for the Group.

® Ensures that health and safety policies and procedures are
adequately implemented and adhered to.

* Monitors the effectiveness of the Group’s health and
safety systems.

® Keeps informed of changes in legistation surrounding
safety, health and the environment.
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Board roles and their responsibilities

Chairman
John Allan

Leads the Board in the achievement of its objectives, sets its agenda and chairs its meetings.

Shapes the culture in the Boardroom.

Responsible for the effectiveness of the Board and its governance.

Facilitates the effective contribution of Non-Executive Directors and constructive relations between
Executive and Non-Executive Directors.

Responsible for the identification and provision of inductions and continued development needs of each Director.
Ensures effective communication with shareholders and other stakeholders and participates in corporate
relations activities as appropriate.

Chief Executive
David Thomas

Develops the Group's strategy for the enhancement of long term shareholder return taking into account the
needs of the Group's stakeholders.

Leads the implementation of the Group's Strategy approved by the Board.

Responsible for the day-to-day leadership and management of the operational activities of the Group in
accordance with overall strategy and policy as determined by the Board.

Chairs the Executive Committee through which he carries out his duties.

Oversees corporate relations with shareholders and other stakeholders.

Responsible for sustainability policies and practices of the Group.

Deputy Chief
Executive and Chief
Operating Officer
Steven Boyes

Responsible for the Group's operations including day-to-day responsibility for safety, health and the
environment ensuring stakeholder requirements are appropriately addressed.

Chairs the Operations Committee meetings, the other members of which include the Regional
Managing Directors. '

Chief Financial Officer
Jessica White

Devises and implements the Group’s financial strategy and policies.

Responsible for the management of the Finance, Tax, Internal Audit, Treasury, Legal and Investor Relations
functions.

Supports the Chief Executive with his corporate relations responsibilities with shareholders and other
stakeholders.

Manages the Group’s relationship with the external auditor.

Senior Independent
Director
Richard Akers

In addition to his role and responsibilities as an independent Non-Executive Director,

the Senior Independent Director is available to shareholders, when required, to:

i. address any material issues or concerns which the Chairman and/or Chief Executive have failed to
resolve; and

ii. listen to their views to gain a balanced understanding of their issues and concerns.

Evaluates the performance of the Chairman, at least annually.

Acts as a sounding board for the Chairman and, if necessary, an intermediary for the other Directors.

Provides a conduit from the workforce to the Board as the designated Non-Executive Director for workforce

engagement.

Independent
Non-Executive
Directors

Nina Bibby,

Jock Lennox and
Sharon White

Support and constructively challenge the Executive Directors using the broad range of their experience and
external perspective ensuring the needs of stakeholders are appropriately considered.

Develop proposals on strategy.

Monitor the implementation of the Group’s strategy within its risk and control framework.

Company Secretary
HGEREIRH

Supports the Chairman and Chief Executive in fulfilling their duties especially in respect of induction,
training and Board and Committee effectiveness evaluations.

Available to all Directors for advice and support.

Keeps the Board regularly updated on governance matters and best practice.

Ensures Group policies and procedures are maintained and updated on a regular basis.

Attends and maintains a record of the matters discussed and approved at Board and Committee meetings.
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Board activity FY19

Main activities undertaken during the financial year (including matters reserved)

The Board provides clear, entrepreneurial, responsible and executive leadership to the Group in order to promote the long term success of the Group

whilst ensuring an appropriate risk and control framework, adequate resources and appropriate values and standards are in place to deliver its strategy.

Strategy and management
* @ Held detailed strategy sessions throughout
’ the year to further develop future strategy.

® Received presentations from business
functions on risks and opportunities both
strategic and otherwise.

* Reviewed and approved various significant oy

land investments/transactions and conducted
post investment appraisals.

" & Received internal and external presentations
on the wider housing market.

Considered and approved the acquisition of
Oregon.

Stakeholder engagement

* Reviewed shareholder feedback on hatf
and full year results, trading updates and '
outcomes from investor roadshows.

* Received presentations from the Group's
corporate brokers on shareholder matters. ;

. *® Reviewed and approved the 2018 AGM Notice.
® Met with shareholders at the 2018 AGM.
® Reviewed the 2018 AGM proxy voting figures.

* ® Considered presentations from the business
regarding emerging trends in customer
expectations.

. & Considered progress towards greater diversity
in the workforce.

. * Individual Directors attended various
stakeholder meetings, such as the Workforce
Forum. {

Further details on Stakeholder Engagement are ¢

provided on pages 22-29. i

¢ Other
® Visited sites within the Scotland, Central and
Northern regions.

Individual Directors visited various divisions

understand their perspective of the Group’s
operations.

‘. * Reviewed and approved the FY20 fees for the
Non-Executive Directors.

i

Induction

No new Directors were appointed during

the year under review. The Group operates a
robust, formal induction programme for all
new Executive and Non-Executive Directors.
The induction programme is designed to
assist the Directors to familiarise themselves
with the business, its culture, and the roles
and responsibilities of the Board and each
member of Senior Management.

to meet management and employees to < ;

Risk management and internal
controls

T Robustly reviewed and approved the
effectiveness of internal control and risk
management systems.

* Reviewed the Company’s appetite for risk and
approved the principal risks and uncertainties
affecting the business.

® Received regular updates from the Audit
Committee in respect of internal and external
audit reviews.

* Approved the re-appointment of Deloitte as
external auditor on the recommendation of
the Audit Committee.

® Undertook six-monthly in-depth health and
safety reviews.

. & Reviewed the crisis management process.
. ® Reviewed Brexit contingency planning.

The Board

g oo e s

+ Board composition and effectiveness

i ® Considered and approved the re-appointment

i of Nina Bibby as a Non-Executive Director and
Jock Lennox as a Non-Executive Director and
Chairman of the Audit Committee.

* Reviewed, considers and updated potential
conflict of interest at each meeting and
: conducted a more detailed annual review.

* Undertook an externally facilitated evaluation
of the Board, its committees and the individual °
Directors. !

¢ Discussed and reviewed management and
Board succession plans.

Board visits

Each year the Board visits two regions

which are selected on a rotational basis.
During FY19 the Board visited the Scotland,
Central and Northern Regions. At each of
these regions the Board met with Senior
Management who provided an overview

of the regional business including their
business plan, customer service levels,
employee turnover and engagement, analysis
of the diversity of their workforce and other

Financial reporting and controls
© ® Reviewed monthly reports on performance
against budget and forecast.

® Reviewed and approved the proposed budget
and three-year business plan.

* Reviewed and approved half and full year

'—): results and announcements.

* Assessed if the Annual Report and Accounts
were ‘fair, balanced and understandable’.

* Approved the 2018 Annual Report and
Accounts.

* Reviewed dividend policy, approved the

. payment of an interim dividend and agreed to
recommend payment of a final dividend and

. special dividend under the Capital Return Plan.

* Reviewed and renewed the Group's revolving
credit facility.

¢ Reviewed and approved process for
the satisfaction of awards under share
performance schemes, dilution and the

i admission of further shares to the London

i Stock Exchange.

} * Reviewed the long term viability of the Group
over a period of three years and approved the
long term viability statement to be included in

i the Annual Report and Accounts following the

4 recommendation of the Audit Committee.

Environmental, social and
governance

i o Received updates on changes and potentiat
changes in regulations and assessed their
impact, inctuding the New Code.
® Received updates from each of its
Committees.
* Reviewed and approved the Group's
sustainability framework.
* Reviewed and approved the Board's principal
: policies, including the Modern Slavery
! Statement and sustainability policies.
* Reviewed and approved the Group's Gender
Pay Gap disclosure.

* Reviewed and approved matters reserved to
: it, its own terms of reference and those for

e the Chairman, Chief Executive and Senior

Independent Director in light of the New Code
requirements.

Reviewed the Group’s operating structure to
ensure it remains fit for purpose.

operational matters. The site visits enable
the Board to interact with employees to gain
an understanding of any issues that they
may be facing, establish how diversity and
inclusion is being embedded in the business,
as well as gaining a better insight into the
processes involved in building houses,
attracting customers and selling the homes
we have built. During 2019, the Board also
met in the East London divisional office, to
meet the team there and view the new office.
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Strategy in action
Acquisition of Oregon

In June 2019, the Group announced that it had acquired Oregon, a supplier of timber frame for housing.

The below timeline highlights the key actions and decisions of the Board in identifying, pursuing and implementing its strategy to utilise MMC
more to increase volumes, thereby promoting the success of the Company. This strategy was developed taking into account feedback received
from various stakeholders.

Summer 2018 © i Summer 2018 i ° Autumn 2018
The Board: i . Executive Directors, with one of the © . % One of the Corporate Brokers presented
Corporate Brokers, explored options for: 4 their findings to the Board including the

' ® reviewed current strategy:

. i Vertical integration relating to timber i feasibility of vertical integration.
) fexplr:)red al;ematlves fo develop strategy frame; and ? ’ © .  The Board considered three options:
urther; an ; N . . . ‘ )
; - . . i Establishing our own in-house timber . j  Acquire a timber frame business;
* agreed to the investigation of vertical B frame manufacturing business. i Developits own in-house timber frame

integration in the supply chain related to

I MMC.in particular timber frame. manufacturing facilities; and

iii - Continue to source timber frame from
third parties. !

¢ 1 & The Board authorised Executive Directors
i+ tofurther investigate options (i) and (il
. and the possibility of entering into a joint
“ i venture with a timber frame supplier.

i 9 April 2019 .\ Spring 2019 ! : Winter 2018 - Spring 2019
, ® Chief Operating Officer and Regional t » The Board: J ® Executive Directors undertook a detailed
i Managing Director for Scotland held an e considered the recommendation from . review of options (il and {ii) and of entering }
initial meeting with Oregon. the Executive Directors to enter into ' into a joint venture arrangement. H
? ® Oregon confirmed their interest. ; discussions with Oregon; and ;
! . * Board authorised Executive Directors to L
: "~ ¢ proceed. i H
. April - June 2019 y i 20 June 2019 i ; 26 June 2019
' ® QOffer made to Oregon subject to due ;. * Board approved acquisition and authorised % | e Committee of the Board approved
diligence, final terms and documentation, ~ ¢ a committee of the Board to finalise i ¢ final terms of the acquisition and
Board approval, and in the case of Oregon, . | the terms of the acquisition and the 5« documentation.
shareholder approval. i % documentation for execution. o
- ® Due diligence completed and offer ;o
finalised. fod D
¢ Approval of both boards and Oregon . Py
shareholder approval obtained. v b :
. ® Integration and communications plans i : :
prepared and agreed. - ! g
| 27 June 2019 to date © . 27June 2019
* Integration of Oregon operationally, i 7 ® Acquisition of Oregon completed.

including SHE systems, processes and HR
matters, commences in line with an agreed
integration plan.

} e Communication circulated to all employees
and to key stakeholders.

* Oregon employees [excluding Managing
Directors) inctuded in the Employee Share
Award granted in July 2019.

® The Board will receive regular updates on
progress being made with the integration. n
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Corporate governance report

Effectiveness

Board and Committee evaluation

Each year, the Board undertakes a formal and rigorous annual evaluation of its own performance and that of its Committees and individual
Directors. At least every three years, the Board undertakes an externally facilitated evaluation. Having previously undertaken an externally
facilitated evaluation in FY16, the Board appointed Oliver Ziehn of Linstock to facilitate the evaluation this year. Neither Oliver Ziehn nor
Linstock have any other connection with the Company.

Progress on FY18 evaluation

We reported the outcomes of the internal Board evaluation for the last financial year in the 2018 Annual Report and Accounts. Details of
progress made on these are set out below.

Table 2 - The Board

Strategy

MMC

Succession planning

FY18
outcomes

To continue to review and develop
the Group’s longer term strategy

as required by economic and market
conditions.

To increase the utilisation of MMC
within the business.

To ensure long term succession plans
are in place not only for the Executive
Directors but also for employees
throughout the organisation.

Actions for
FY19

Undertake research to understand
how the business can best meet
the changing demands of its
customers.

Continue to assess the viability of
MMC and to continue to increase
their usage within the business.

To continue to engage with the
Chief Executive and the HR Director
to develop long term succession
plans.

Progress
made in FY19

The Board undertook a detaited
review, with the assistance of
external advisers, to assess its
current strategy and identify future
opportunities. These will be explored
further during the course of FY20.

The business continues to be
encouraged to increase its utilisation
of MMC. In FY19, the Group acquired
Oregon, one of the leading timber
frame manufacturers in the UK.
During FY20 we will work towards
integrating Oregon into the business
and also continue to work closely
with our supply chain to identify new

and innovative ways of working.

The Non-Executive Directors met
with the Chief Executive to discuss
long term succession plans.
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Table 3 - The Committees

Nomination Committee

Audit Committee

Remuneration Committee

FY18
~outcomes

All Committees are operating effectively with members understanding what is expected of them to undertake and discharge their
responsibilities as well as their regulatory requirements.

FY18
Areas of
improvement

To increase its focus on succession
planning.

To enhance further the interaction
between Risk Committee and
Audit Committee processes.

To ensure that the Committee continues
to be fully informed of any regulatory
changes relating to remuneration to be
able to assess their impact on the Group.

Actions for
FY19

Continue to meet with the Chief Executive
to review succession plans in detail.

Assess ways in which the relationship
between the Committees could be
strengthened.

Utilise the new remuneration consultants,
PwC, to provide regular updates on the
wider remuneration environment and its
potential impact on the Group.

Progress
made
inFY19

A meeting was held between the
Nomination Committee and the Chief
Executive in November 2018. The
discussion centred around potential
succession plans for Directors and Senior
Management and included an update on
the assessment of development activity.

It also included an update on the wider
workforce currently progressing through
various internal talent and development

Jock Lennox, Chair of the Audit Committee
attended a Risk Committee meeting
during the year to gain insight to how the
Committee is operating and the areas/
topics that it discusses. The intention is for
Jock to continue to attend at least one Risk
Committee meeting each year.

The Chair of the Remuneration
Committee, the HR Director and the
Company Secretary engaged regularly
with PwC throughout FY19 on various
matters relating to remuneration,
including the new requirements
introduced by the New Code and changes
to best practice.

programmes.

FY19 Board performance evaluation

The Board evaluation for the year under
review was facilitated by Linstock, supported
by the Chairman and Company Secretary.

Board and Committee
evaluation process

Online questionnaires were issued to the
Board and Committee members and to
individuals who attend the Committee
meetings on a regular basis. The
questionnaire was designed by Linstock,
based on an initial conversation with the
Chairman and the Company Secretary.

It looked at a variety of areas including,
among other matters, the composition of

the Board and Committees, understanding
stakeholders, Board dynamics, strategic
oversight, risk management and internal
control, succession planning, the advice and
support provided, the focus of meetings and
priorities for change. Based on the answers
to the questionnaires, interviews were
conducted with each of the Directors and
regular attendees.

The results of the questionnaires and the
outcomes from the interviews were collated
and a summary provided to the Chairman and
Chairs of each of the Committees. The results
were presented and discussed by the Board
and each of its Committees at their respective
meetings in June and August 2019.

FY19 External Board effectiveness
evaluation outcomes

Overall the results of the evaluation were
positive and showed that the Board is running
effectively. The Board continues to be seen

as being cohesive and comprising the
appropriate balance of experience, skills and
knowledge to implement the Group's strategy
over the next few years. Board meetings
operate in a spirit of openness, fostered by
the Chairman, in which Directors are able

to challenge and discuss openly ideas of
importance to the Group, its strategy and risk.
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Corporate governance report
Effectiveness continued

Table 4 - Areas of improvement for the Board

Stakeholder engagement

Culture

Succession and Diversity

FY19
outcomes

To continue to be involved in engaging
with internal and external stakeholders
and to take their views and interests
into consideration throughout the
decision-making process.

To ensure that the Group's culture is
recognised and understood across the
business.

To increase focus on management
development, succession and diversity.

Actions for
FY20

To explore opportunities to gain further
insight into the views and concerns of our
stakeholders and into overall stakeholder
dynamics.

Table 5 - Areas of improvement for the Committees

Nomination Committee

Gain insight into how the culture of the
business is perceived by stakeholders and
identify ways to better communicate the
culture and ensure that it continues to
drive appropriate behaviours throughout
the business.

Audit Committee

To develop further the succession plans
for the Chief Executive, Chief Operating
Officer and Chief Financial Officer and to
continue to progress our diversity agenda.

Remuneration Committee

FY19
outcomes

To increase focus on succession in
respect of key management positions.

To continue to enhance the relationship
between the Audit Committee and the
Risk Committee and to further streamline
the agenda items and papers for the
Committee meetings.

To undertake a more risk based
assessment of remuneration structures
and continue to simplify Executive
Directors’ and Senior Management
remuneration.

Actions for
FY20

To support further the Group HR Director
in reviewing succession plans.

To undertake an assessment of the
Group’s succession planning processes to

Jock Lennox to continue to attend Risk
Committee meetings in FY20.

To undertake a review of the Committee’s
annual agenda and to promote the use of

To work with our remuneration
consultants in terms of best practice and
risk assessment and refine structures
accordingly following consultation with
shareholders.

Evaluation of the Chairman and
Non-Executive Directors

The evaluation of the effectiveness of the
Chairman was also conducted by Linstock.

A questionnaire was issued to each Board
member {excluding the Chairman} and

the result was unanimous support for

the Chairman. Of particular note was

how supportive the Chairman is of other
Directors and his willingness to listen to alt
contributions during the course of a debate. In
addition, Board members found him engaging
and encouraging of building Board cohesion
through activities outside of formal Board
meetings. The Directors were complimentary
of the way in which the Chairman managed
his other commitments, always ensuring
sufficient time is given to his role with the
Company. The Senior Independent Director
shared the feedback with the Chairman.

The Chairman held one-to-one meetings with
each Director to assess their effectiveness
and to agree any areas of improvement

or training and development, including

on environmental, social and governance

identify any areas of improvement.

more Executive summaries.

matters based on the outcomes of the
questionnaires each of them had completed
on themselves. There were no issues of any
substance arising from this review.

Information and support

The Chairman, with the assistance of

the Company Secretary, ensures that the
Board receives accurate, timely and clear
information. The Company Secretary attends
all Board and Committee meetings and alt
Directors have access to her advice and,

if necessary, to independent professional
advice at the Company’s expense to assist
with the discharge of their responsibilities
as Directors.

Any Director who is unable to attend a
meeting is invited to provide their views

to the Chairman ahead of that meeting.
Reasons for non-attendance are recorded by
the Company Secretary and either she or the
Chairman will meet with any absent Director
to go through any action points which

are of relevance. Formal minutes of each
Board meeting are prepared, circulated and
submitted for approval at the next meeting.

Training

As part of the annual effectiveness review,
the Chairman asks the Board as a whole
and individual Directors for any training
requirements they deem necessary or
appropriate. He.also annually agrees
development needs with each individual
Director. During FY19, training included
aspects of Social, Health and Environmental
issues and various presentations and
updates relating to the Board's Strategy
agenda. Such presentations included market
conditions and the economic environment in
which we operate, culture, our customers,
diversity and our workforce, sales and
product development, financial updates and
MMC. In addition, at each Board meeting, the
Company Secretary provides an update on
any developments in corporate governance
on the basis of which future training topics
are often identified. During the year, the
Nomination Committee identified the need
for training and development in digital
trends, which will be scheduled for the
forthcoming financial year.

Barratt Developments PLC Annual Report and Accounts 2019




Corporate governance report

Accountability

79

Internal controls and risk
management

In accordance with provision C.2.3. of the
Code, the Board monitors and regularly
reviews the effectiveness of the Group's risk
management and internal control systems,
including controls related to the material
financial, operational and compliance
performance (see the Audit Committee
report on pages 84 to 91).

A risk framework has been developed for
all business processes by the Internal

Audit function and approved by the Audit
Committee. This framework forms the basis
of the internal control audit plan for the
year ahead, which tests if key controls are
being applied effectively in each operating
division. Material issues identified during
internal audits and follow-up action plans
are reviewed by the Executive Directors

and by the Board on a quarterly basis.

Any necessary actions are immediately taken
to remedy any significant failings in the
internal control system.

The Group’s system of internal control is
designed to manage risks that may impede
the achievement of the Group's business
objectives, and identify and appropriately
manage activities where there is a high risk
of corruption (including bribery) amongst
employees, partners or intermediaries,

Relations with shareholders

Information on relations with shareholders is provided as part of the Stakeholder engagement section of the Strategic Report on pages 22 and 23.

rather than to eliminate those risks entirely.
The system of internal control therefore
provides only reasonable, not absolute,
assurance against material misstatement
or loss. The system of internal control does,
however, provide reasonable assurance that
potential issues can be identified promptly
and appropriate remedial action taken.
Further details can be found in the Risk
management section of the Strategic Report
(pages 57 and 58).

We continue to cooperate fully with the
Metropolitan Police on the ongoing
investigation we instigated regarding possible
misconduct in our London business. As stated
in October 2016, Barratt does not anticipate
any materially adverse financial effect and our
London business is operating well.

The Group operates internal controls to
ensure that the Group’s Financial Statements
are reconciled to the underlying financial
ledgers. A review of the consolidated
accounts and Financial Statements is
completed by management to ensure that
the financial position and results of the
Group are appropriately reflected.

The Board has not identified, nor been
advised of, any failings or weaknesses

which it has determined to be significant.
Therefore, a confirmation of necessary
actions has not been considered appropriate.

Fair, balanced and understandable

As part of its considerations, the Board
reflected on the feedback shareholders
provided in respect of our 2018 Annual
Report and Accounts. It also set aside
adequate time to review and discuss
significant areas of the 2019 Annual Report
and Accounts. The Board assessed the tone,
balance and language of the document
being mindful of the requirements of

the Code and the need for consistency

_between the narrative section of the Annual

Report and the Financial Statements in
arriving at its conclusion. It also received

a paper from the Company Secretary
explaining the process that had been
undertaken to provide assurance to the
Audit Committee that the report was ‘fair,
balanced and understandable’. The Board's
formal statement on the Annual Report
and Accounts being fair, balanced and
understandable is contained within the
Statement of Directors’ Responsibilities

on page 122. The process undertaken by
the Audit Committee to assist the Board in
their assessment can be found on pages 88
and 89. After considering the paper from
the Company Secretary and following its
own reflections, the Board was happy to
endorse the recommendations of the Audit
Committee.

In accordance with the UKLA's DTRs, atl notifications received by the Company are published on the Company’s website
www.barrattdevelopments.co.uk and via a Regulatory Information Service. As at 30 June 2019, the persons set out in Table é below have notified
the Company, pursuant to DTR 5.1, of their interests in the voting rights in the Company's issued share capital:

Table 6 - Notifiable interests

Number % of total

of voting issued share
Name rights' capital?>  Nature of holding
FMRLLC 34,579,199 8.24 Indirect
BlackRock, Inc. 56,413,704 5.60 Indirect

! Represents the number of voting rights last notified to the Company by the respective shareholder in accordance with DTR 5.1.
2 Based on the Total Voting Rights as at the relevant notification dates.

At 2 September 2019, no change in these holdings had been notified and no further notifications of a disclosable interest had been received.

The Total Voting Rights of the Company as announced on 2 September 2019, are 1,018,104,461.

On behalf of the Board

John Allan -

Chairman
3 September 2019
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Nomination Committee report

John Allan

Chairman of the
Nomination Committee

8 The Nomination Committee continues to play a vital
role in ensuring that not only the Board but also Senior
Management comprise the right individuals to deliver

the strategy of the Group. 99

Statement from the Chairman of the
Nomination Committee

I am pleased to present the Nomination
Committee report for the financial year
ended 30 June 2019. The Nomination
Committee continues to play a vital role in
ensuring that not only the Board but also
Senior Management comprise the right
individuals to deliver the strategy of

the Group.

Skills and experience of the Board

The Nomination Committee annually reviews
the composition, skills and experience

of the Board and its Committees. There

have been no changes to the Board or
Committees during the year under review.
The Committee has however, continued to
consider succession planning at both Board
and Senior Management levels.

Diversity and inclusion

The Committee reviewed the Board Diversity
Policy during the year. We also ensured that
the Board considered whether diversity and
inclusion across the wider business was
being progressed, including discussions
with management at site visits during the
year. Further information on the Company’s
progress on Diversity and Inclusion
initiatives is available on page 83 and in

the Stakeholder engagement section of the
Strategic Report on page 25.

Succession planning

A number of recommendations have been
made by the FRC and other key organisations
for Nomination Committees to focus on
diversity, including gender and ethnicity.

The Nomination Committee fully supports
the aims of these recommendations and

will take appropriate action to continue to
promote and strengthen diversity within

the Company.

The following pages set out the work
undertaken by the Committee during
the year.

John Allan
Chairman of the Nomination Committee

3 September 2019
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Main role and activities undertaken during the financial year

The Nomination Committee met formally on two occasions during the year to fulfil the responsibilities delegated to it by the Board. The key
areas of focus for the Nomination Commuttee are: to monitor the size, composilion and balance uf shills or the Doard and its Committees:

to ensure a formal, rigorous and transparent procedure for the appointment of new Directors; and to plan for succession. Full details of the
responsibilities delegated to the Nomination Committee by the Board are set out in the written terms of reference which are available from
www.barrattdevelopments.co.uk/investors/corporate-governance.

The main areas of focus for the Nomination Committee during the year were as follows:

i = e = o e -

4

Succession planning

* Assessed the tenure of Board
members and held discussions
with Directors on expected length
of service in order to inform the
succession plan (page 82).

Considered succession plans for

(F e e e e

Committee effectiveness

* Reviewed and made progress against
matters arising from the annual
evaluation for FY18.

e Participated in the external evaluation
of its performance and discussed
and agreed an action plan to address
| issues arising (page 78).

Directors and Senior Management. ‘J

Board composition and balance

» Reviewed the structure, size and
composition of the Board.

¢ Reviewed skills, experience and
knowledge of each Board member
and of the Board as a whole, against
the needs of the Board.

* Reviewed the time commitment
required from the Chairman and Non-
Executive Directors to fulfil their roles.

¢ Considered and recommended to the
Board the re-appointments of Nina
Bibby as Non-Executive Director and
of Jock Lennox as Non-Executive
Director and Chairman of the Audit
Committee (page 82).

The Nomination

Committee
{

+

‘

- - —

Governance

e Considered and confirmed that
each Non-Executive Director
remained independent and

{ committed to their role.

oy

¢ Undertook an annual review of
Directors’ conflicts of interest
and recommended to the Board
the renewal of any authorisations
previously provided.

¢ Approved the FY18 Nomination
Committee Report.

* Reviewed and updated its terms of
reference in light of the New Code
provisions.

* Reviewed the Board Diversity Policy
and ensured that diversity and
inclusion were being promoted

across the business. !
[ . e e e e n e m wd
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Directors’ conflicts of interest

The Board has, in accordance with the
Articles and best practice guidelines,
authorised the Nomination Committee

to oversee the process for reviewing and
making recommendations to the Board
concerning any actual or potential conflicts
of interest which may arise for any Board
member, including details of any terms
and conditions which it deems necessary
to impose on any authorisation given.

This process was carried out satisfactorily
during the year in respect of all Directors.

Throughout FY19, the Company Secretary
maintained a register of Directors’ conflicts
of interest. A summary of this register

is reviewed at each Board meeting so

that it remains accurate and current.

The full register is reviewed annually and
recommendations are made to the Board in
respect of any changes to the authorisations
that may be required. The Board, when
authorising any conflict or possible conflict
of interest, does not count in the quorum
the Director whose conflict or possible
conflict is being discussed and reserves the
right to exclude a Director from a meeting
whilst a conflict or possible conflict is being
considered. The Board may revoke or vary
any authorisation at any time.

Diversity and Inclusion

The Nomination Committee and the Board
recognise the need to ensure that the
business reflects a diverse workforce, at alt
levels of seniority, whilst always seeking to
ensure that each post is offered to the best
available candidate. Promoting diversity

at a Senior Management level and more
generally across the workforce remains an
objective for the Chief Executive and Group
HR Director. A full programme was unveiled
during FY18 including the creation of a
Diversity and Inclusion forum to spearhead
the Group’s action in this important area.
The Group's aim is for its employee profile
to mirror that of the communities in which it
operates. Further information on the Group’s
progress on diversity and inclusion can be
found on pages 44 and 45.

Board Policy

During the year, the Nomination Committee,
and subsequently the Board, reviewed the
Board’s policy on diversity and inclusion. Our
policy remains to identify the most suitable
candidate to join the Board having regard to
the individual's skills, experience, knowledge
and potentiat ‘fit’ with the rest of the Board.
However, it also seeks to ensure that, in
managing an appointment and in succession
planning, the Nomination Committee has
regard to the recommendations of the
Parker and the McGregor-Smith reviews

on ethnicity and race and the benefits of
diversity, including gender, perspective,
background and knowledge.

A copy of our Diversity Policy for Board
appointments can be found at:
www.barrattdevelopments.co.uk/
sustainability/our-policies.

Gender diversity

At 30 June 2019, 37.5% of the Board were
female, exceeding the target set by Lord
Davies in his 2015 review. Whilst the Board
appreciates the benefits that can be gained
from gender diversity, it has agreed not to
impose a gender balance quota preferring
instead to appoint strictly on merit.

In addition, the Board are aware of the
requirements of the Hampton-Alexander
review and the details are kept under review
and disclosed on page 45.

Ethnic diversity

The Board already meets the recommendation
of Lhe Parker review for all FTSE 100 Boards
to have at least one Director on the Board by
2021 who identifies as a person of colour.

Use of Recruitment Consultants
and diversity

In terms of gender diversity the Board will
continue to work only with recruitment
search consultants who have adopted

a voluntary code of conduct addressing
gender diversity. It will also, going forward,
require recruitment consultants to identify
and present potential candidates in
accordance with the Parker review and its
recommendations regarding the ethnic
diversity of boards.

This report forms part of the Corporate
governance report and is signed on behatf of
the Nomination Committee by:

John Allan
Chairman of the Nomination Committee

3 September 2019
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Audit Committee report

Jock Lennox
Chairman of the Audit Committee

,“ During FY19, the Audit Committee has held a number of
in-depth reviews which have strengthened our processes
around the monitoring and management of risk. 99

Statement from the Chairman
of the Audit Committee

| am pleased to present to you our Audit
Committee report for the year ended
30 June 2019.

Role and responsibilities

The Audit Committee is given its authority by
the Board and we act in accordance with our
written terms of reference. An important part
of our role is to monitor the integrity of the
Group's financial and management reporting.
In performing this role, we scrutinise the full
and half yearly financial statements, review
in detail the work of the external auditor and
review any significant financial judgements
made by management to ensure they are
appropriate. We also annually review the risk
management and internal control framework
operating across the Group to ensure that
risks are being carefully identified, assessed
and appropriately mitigated against, and that
sound systems of internal control are in place.

In performing our duties during the year,
we have complied with the requirements
of the Code and followed the best practice
guidance set out by the FRC. We work
closely with both the internal and external
audit teams. This helps us to ensure that
our internal control processes remain
robust, our financial reporting remains clear
and concise and our critical accounting
judgements and key sources of estimation
uncertainty are appropriate.

The Audit Committee has had a full agenda. .
We have held a number of in-depth reviews,
which have strengthened our processes around
the monitoring and management of risk.

In our discussions we have considered:

e our systems, processes and controls
in terms of IT and physical security
(including GDPR and cyber security).
We considered in detail planned system
improvements and noted that an external
IT crisis management assessment was to
be conducted;

« the outcomes from the Kingman, Brydon
and CMA consultations into the audit
market. We requested a full report on the
reviews from our auditor, considered the
implications and agreed it was important
to monitor changes in this area;

s the inherent risks to the Group of
potential changes in Government Policy.
We considered the changes to the Help to
Buy scheme from 2021 and their potential
impact on the Group. We requested that
management should keep us updated,
therefore this will be reviewed again in
FY20; and

¢ the impact of new accounting standards.
Further information on the work we
undertook is reported on page 90.

The Audit Committee has requested and
reviewed a thorough sensitivity analysis to
provide assurance for the Long term viability
statement that is included on page 65.

We have also spent time understanding, and,
where necessary, encouraging improvement
of internal controls and auditing processes.

During the year, | was involved in the
recruitment process for a new Head of
Internal Audit to replace the previous
incumbent, who has taken on other

Barratt Developments PLC Annual Report and Accounts 2019
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responsibilities within the business. The
Chief Financial Officer undertook first round
interviews and created a short-list of potential
candidates. | then carried out the second
round interviews of those who had been
shortlisted in order to bring an independent
view to the selection process. Since being
appointed to the role in March 2019, the Head
of Internal Audit has instigated a full and
thorough strategic review of the Internal Audit
function. Details of the initial improvements
recommended by the Head of Internal Audit
can be found on page 91.

During the year, we ensured that the internal
audit function continues to provide appropriate
assurance to the Audit Committee in an
environment where risks continue to change
and the requirements of internal audit are
increasing. More information on the Internal
Audit function is contained on page 91.

We reviewed our critical accounting
judgements and key sources of estimation
uncertainty and concluded that:

i. impairment of goodwill and indefinite
life brands remains a key source
of estimation uncertainty due to its
materiality and the judgements that are
required as part of the annual impairment
review; and

ii. margin recognition is a key source
of estimation uncertainty due to the
estimation of the costs to complete that is
required as part of the valuation process.

Further details on key sources of estimation
uncertainty can be found on pages 87 and 88.

Update on FY19 areas of focus

In the 2018 Annual Report and Accounts,

} outlined what our main areas of focus would
be for FY19. | am pleased to update you on
progress to date in each of these areas.

Changes in regulation and
accounting standards

The requirements of IFRS 15 ‘Revenue

from contracts with customers’ and IFRS 9
‘Financial Instruments’ have been applied,
where applicable, for the year under

review. Details of the Committee’s ongoing
consideration of IFRS 16 ‘Leases’ are given on
page 143.

The Audit Committee has received detailed
updates on preparations and estimates

of the effect of the implementation of

this standard on the Group’s financial
reporting and challenged management

on assumptions where necessary. The Audit
Committee has discussed and agreed the
adoption date and method for this new
accounting standard.

The Audit Committee has considered the
implications of the New Code issued in July
2018 which is applicable to the Company
from FY20. Consequently, the Committee
has updated its terms of reference to
reflect the New Code requirements, a copy
of which can be found on our website at
www.barrattdevelopments.co.uk. Details on
how we have applied the new requirements
will be fully disclosed in the report for the
financial year ending 30 June 2020.

Cyber security

The Audit Committee continues to recognise
that security of the Group’s IT infrastructure
is a key priority for the Group. A successful
cyber attack could affect the Group's
operational ability and has the potential

to put our data at risk. Given that we are
operating in a time where cyber attacks are
prevalent, we have continued to monitor
closely the actions taken by the Group to
minimise the risks of being affected by a
cyber attack. In FY19, the Group undertook
active penetration testing and the Audit
Committee has considered and approved the
steps taken to improve the Group's defences.

Principal risks and uncertainties

Risk management continues to be a key
focus for the Audit Committee. We not only
review our principal risks and uncertainties,
but also: the process for identifying,
assessing and managing risks; the Group’s
risk appetite and tolerance; the operations
of the Risk Committee; and policies relating
to insurable risk amongst other aspects

of our risk management system. We have
engaged with management on areas of key
importance and have continued to challenge
and support as necessary. To enhance the
Committee’s relationship with the Risk
Committee, | attended a Risk Committee
meeting in December 2018 to gain insight
into how the Risk Committee is managed,
the level of engagement of the members and
the level of detail included in the papers, all
of which | found appropriate. | will continue
to attend the Risk Committee meetings
periodically going forward.

Areas of focus for FY20

When drafting our annual Audit Committee
calendar, we take into account the external
environment, internal operations of the

business and regulatory changes to ensure
that all the main areas that we need to
prioritise are included.

Our areas of focus for FY20 are to:

i. continue to develop processes and
reporting in respect of IFRS 16 "Leases’,
which will impact the Group in FY20;

ii. continue our focus on systems,
including defending against cyber risks
facing the business and reviewing the
implementation of our new valuation
system;

continue to undertake in-depth reviews
of any key areas of risk impacting the
business;

iv. continue to enhance the relationship with
the Risk Committee; and

v. continue to monitor the impact of the
announced changes to the Help to Buy
scheme.

External audit

During the year, the Chief Financial Officer and
| have had a number of discussions regarding
audit fees with the lead audit partner. The
quality of the external audit is of paramount
importance to the Committee. It is vital that
the audit of our business includes both broad
engagement with management and fieldwork
across our business. In addition, we believe
that the audit should be conducted with two
audit partners in order to provide the quality

of audit that both we and the Company’s
shareholders require. The Audit Committee
also recognises the increasing regulatory
demands being placed on the audit profession,
which are resulting in additional costs to
conduct an audit. Following these discussions
we agreed to increase the Group’s audit fee on
a like for like basis by approximately 20% over
the two years to FY21. The level of increase in
the fees is subject to the scope of the audit.

| will therefore report on the final fees for

FY20 and FY21 in each of the respective Audit
Committee reports. In addition, the audit fees
for the JVs in which we participate will be
reported each year once they have been agreed
with the JV partner and the Audit Committee.

Set out in the following pages is more detail
of how we have discharged our duties in

pect of the,financial year under review.
'd
Arte "W

hairman of the Audit Committee
3 September 2019
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Audit Committee role and activity FY19

Main role and activities undertaken during the financial year

The main role of the Audit Committee is to assist the Board in fulfilling its corporate governance obligations relating to the Group's financial
reporting practices, internal control and risk management framework. It follows an annual work programme to ensure that its roles and
responsibilities are completed throughout the year. The Audit Committee’s responsibilities, as delegated by the Board, are formally set out in
its written terms of reference which are available from www.barrattdevelopments.co.uk/investors/corporate-governance.

. ® Progressed actions arising from the FY18

" Participated in the externally facilitated

Committee effectiveness
internal evaluation.

evaluation of its performance in FY19 and
discussed and agreed an action plan to
address issues identified (page 78).

" Governance

® Considered and recommended for approval
the proposed corporate governance
disclosures for the 2019 Annual Report and
Accounts including that they are fair, balanced
and understandable (pages 88 and 89).

* Received updates on general corporate
governance requirements.

* Reviewed compliance with GOPR. ra

* Reviewed and updated its terms of reference. |
* Reviewed and recommended for approval 1
the policies relating to anti bribery, anti :
money laundering, competition compliance
and ethics.

e e aed

External audit
¢ Considered the externat auditor’s reports on
half and full year Financial Statements.

* Met with the external audit partner without
management being present.

® Assessed the effectiveness and performance
of the external audit (page 90).

* Assessed and confirmed the independence of

the external auditor [pages 90 and 91). &

* Agreed external audit terms of reference, fees
and scope for the half and full year ends. 0

* Regularly reviewed the ratio between audit and *
non-audit fees [page 90).
® Reviewed and updated the policy on auditor

independence and non-audit fees accordingly
(page 90.

. Internal audit

" e Met with the Chief Internal Auditor/Head of

Going concern and viability statement !

® Assessed the Group's available facilities,
headroom and banking covenants.

® Reviewed and challenged management’s _
detailed analysis, which included forecasts and .
scenarios considering potential downturns in
the housing market.

* Satisfied itself, and recommended to the
Board, that the going concern basis of
preparation continues to be appropriate
(page 121).

* Assessed the long term prospects of the
Company, and agreed the timescate to be :
covered by the long term viability statement !
for disclosure in the 2019 Annual Reportand
Accounts [page 65). ;

* Reviewed the adequacy of available finance
to the Group.

The Audit

Committee

® Received regular updates from the Chief
Internal Auditor/Head of Internal Audit on
matters arising from the internal audits
undertaken throughout the business.

Internal Audit without management being
present.

* Reviewed and agreed the Internal Audit plan
for FY20 with due regard to the principal risks
of the Company.

® Discussed and agreed the proposals for
improving the efficiency and effectiveness
of the Internal Audit function.

* Assessed the effectiveness of the Internal
Audit function [page 91).

Integrity of Financial Statements and
announcements

* Analysed drafts of half and full year results
announcements.

* Reviewed and addressed critical accounting
judgements and key sources of estimation
uncertainty [see pages 87 and 88].

® Reviewed and approved the Financial
Statements for FY18 and agreed the format for
the Financial Statements for FY19.

* Reviewed the process established for ensuring
that (and opined on whether) the Annual
Report and Accounts are fair, balanced
and understandable {pages 88 and 89).

* Considered and approved material accounting
policies, estimates and judgements.

* Assessed and approved pension assumptions
and reviewed funding levels of the defined
benefit pension scheme.

* Received updates on the implications of new
accounting standards and key regulatory changes.

e Reviewed the tax strategy of the Group.

_ Internal control and risk

management systems

* Monitored and regularly reviewed the
effectiveness of internal controls and risk
management systems (including ESG' risks] in
the context of the Company’s appetite for risk.

* Ensured procedures are in place to identify
emerging risks.

® Considered regular updates from the
Risk Committee which included risks and
mitigations in place for various functions across
the business, including amongst other things,
construction risk, mortgage availabitity, skills
shortage, a 'no-deal’ exit from the EU, a change
in Government and supply chain risk.

* Considered regular updates from the Chief
Internal Auditor/Head of Internal Audit on
whistleblowing and suspected fraud reports
and related investigations (pages 89 to 91). The
Audit Committee Chairman reported material
whistleblowing matters to the Board.

¢ Received updates on the Group's disaster
recovery policies and processes, including
the impact of cyber security risks.

* Reviewed, and recommended to the Board
for approval, the principat risk disclosures
for inclusion in the 2019 Annual Report
and Accounts.
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Audit Committee report

continued

87

Membership and attendance at Audit
Committee meetings

In compliance with the Code, the Committee
is composed exclusively of Non-Executive
Directors and each member is considered
to be independent by the Company. The
Chairman, John Allan, is not a member of
the Audit Committee. The Board is satisfied
that Jock Lennox has recent and relevant
financiat experience to Chair the Audit
Committee. Jock is a Chartered Accountant
and chairman of another listed company’s
Audit Committee and is therefore well
qualified to undertake this role effectively.

As part of the effectiveness review, the
Nomination Committee was satisfied
that the Audit Committee as a whole has
competence relevant to the sector in
which the Group operates. Details of the
members and attendance at each of the
scheduled meetings is shown in Table 8
and the biographies and qualifications of

the members are shown on pages 68 and 69.

Table 8 - Audit Committee membership
and attendance for FY19

Number of

meetings

Member Role  attended

Chairman/

Jock Lennox Member 4f4
Richard Akers Member 414
Nina Bibby -~ Member 44
Sharon White Member 4f4

Note:
X/ Number of meetings attended whilst a Director.

/X Number of meetings held whilst a Director.

In addition to the Company Secretary

(Tina Bainsj, the Chief Internal Auditor
(George Dobie until 1 March 2019, and
thereafter his replacement, the Head

of Internal Audit, Kerry Smith) and
representatives from Deloitte LLP attended
each of the Audit Committee meetings.
The Chief Executive, Chief Financial Officer,
Chief Operating Officer and other members
of Senior Management also attended
meetings (or parts thereof], by invitation.
Members of Senior Management included,
amongst others, the Group Financial
Controtler, Group IT Director and the Group
Sales and Marketing Director. After each
meeting, the Chairman of the Committee
reported to the Board on the business
undertaken by the Audit Committee.

The Audit Committee met the Chief Financial
Officer, the Chief Internal Auditor and

Deloitte LLP separately and independently of
management and the Chairman of the Board.

Matters discussed with management

During the year, the Committee requested
further information from management on a
number of areas related to accounting, risk
management and financial control. These
included:

* The management of the land acquisition
process and detailed analysis of the
Group’s land bank so that it could consider
further the changes to the Government'’s
Help to Buy scheme from 2021. The
Committee considered that the approach
adopted by management was appropriate;

* Review of the critical accounting
judgements and key sources of estimation
uncertainty made with regards to margin
recognition and the associated valuation
of work in progress. The Committee
agreed that this was a critical accounting
judgement as outlined on page 88;

¢ Review of the Group’s goodwill and
intangible assets, including the
acquisition of Oregon. The Committee
agreed that goodwill and intangible assets
were a critical accounting judgement as
outlined on page 88;

¢ Analysis of accruals held related to
completed developments and the
related management review and
control processes. The Committee
considered that the approach adopted by
management was appropriate;

* Detail to assess the appropriateness of the
proposed contingent liabilities disclosures
included within the Annual Report and
Accounts. The contingent liabilities
disclosure incorporates refinements made
by the Audit Committee;

¢ Understanding of the assessment
undertaken by the Risk Committee to
review and confirm that the Group’s
principal risks remain appropriate. The
Committee concurred that the process
operated by the Risk Committee was
robust and that the principal risks and
uncertainties as disclosed on pages 59 to
b4 are appropriate; and

« Additional scenarios to be included in the
Group’s analysis of going concern. The
conclusion of the Committee following this
review is outlined under Significant matters
considered during the financial year.

Significant matters considered during
the financial year

The signiticant matters considered by the
Audit Committee during the financial year
were addressed as set out below and on
page 88. The Audit Committee considers
each of these items as being significant due
to their potential impact on the performance
of the Group’s activities.

1. Critical accounting judgements and
key sources of estimation uncertainty
See table on page 88.

2. Going concern
The Audit Committee:

» assessed the Group's available facilities,
headroom and banking covenants;

* reviewed management’s detailed analysis,
which included forecasts and scenarios
considering potential downturns in the
housing market;

» satisfied itself, and subsequently the
Board, that the going concern basis of
preparation continues to be appropriate
in the context of the Group's funding and
liquidity position;

* considered the going concern
requirements of the Code to ensure
compliance; and

¢ continued to monitor market conditions
to ensure any appropriate adjustments
are made to the Group's strategic and
financial planning.

Further details on the Group's going concern
assessment can be found on pages 121 and 138.

The Audit Committee required Senior
Management to consider various scenarios
and sensitivities relating to each of the
above significant issues. The information
presented set out how the Group’s activities
would be affected under each scenario and
the potential mitigations available in each
case. Based on this information, the Audit
Committee concurred with management's
conclusions that the Group is operating
within an appropriate range of sensitivities.

3. Financial reporting

The Audit Committee reviewed the integrity
of the Financial Statements of the Group and
the Company and all formal announcements
relating to the Group's and Company’s
financial performance. This process included
the assessment of the following primary
areas of judgement and took into account
the views of Deloitte LLP.
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Critical accounting judgements and key sources of estimation uncertainty for FY19 remained unchanged from FY18 and comprise:

Key sources of estimation uncertainty

Margin recognition

Impairment of goodwill and indefinite life brands

The Group holds of £4,704.4m of tand and WIP across housebuilding and
commercial developments. During the year, the Group has recognised
£1,068.1m of gross profit from housebuilding and has £4,696.4m of land and
WIP in relation to housebuilding developments at 30 June 2019. The Group's key
control is the site valuation process in which assessments are determined over
the valuation and profit recognised from housebuilding developments. In order
to determine the profit that the Group is able to recognise on its developments
in a specific period, the Group has to allocate site-wide development costs
between homes built in the current year and in future years. It also has to
estimate costs to complete on such developments and make estimates relating
to future sales prices on those developments and units, in making these
assessments there is a degree of inherent uncertainty.

How the Audit Committee addressed those estimates

The Group has £805.9m of goodwill and £100.0m of intangible assets with an
indefinite useful life. Goodwill of £792.2m was recognised on the acquisition

of Wilson Bowden in 2007 and £13.7m from the acquisition of Oregon in 2019,
all of which is attributable to its housebuilding business (see page 158). The
Group reviews the carrying value of these assets on an annuat basis to ensure
that the present value of the future cash flows that the housebuilding business
is expected to generate is greater than the carrying value of these assets. This
review includes a number of judgements around the estimation of future cash
flows and the determination of an appropriate rate with which to discount
these cash flows.

A further £2.3m of intangible assets were also recognised on the acquisition of
Oregon. These assets will be amortised as outlined on page 161.

Margin recognition

Impairment of goodwill and indefinite life brands

The Audit Committee received feedback from Senior Management, including
the Executive Directors in respect of their attendance at valuation meetings,
including assurance on the efficiency and consistency of the approach on
valuation throughout the business. In addition, Deloitte LLP reported on their
findings and recommendations following their attendance at valuation meetings
as part of the external audit process. The Committee also considered the results
of the Group’s internat audit reviews across the business. Based on the results
of the internal audits and the presentations received, the Audit Committee was
comfortable with the process and controls adopted by management around

the estimation of future income and costs to complete, and thus the process by
which the Group’s inventory is valued and margin recognised.

The Audit Committee considered Management’s assumptions and estimates

in the assessment of margin recognition based on site performance and the
valuation of inventory, based on recoverability over the remaining activity of the
site. The Audit Committee requested regular updates on sites under examination.

The Audit Committee considered the level of goodwill and intangible assets
with an indefinite useful life held on the Group’s balance sheet of £905.9m

and whether, given the future prospects of the Group and Oregon, the vatue of
goodwill held on the balance sheet remains appropriate. The paper. which was
considered at the Committee’s August 2019 meeting outlined the assumptions
made, the sources for these assumptions, and the resulting valuation. Deloitte
LLP reported upon goodwill and intangible assets valuation also at the August
meeting in the context of the year end audit. Following detailed consideration
of the Material Accounting Policies, the Estimates and Judgements paper and
the findings of Deloitte LLP, the Audit Committee agreed with the estimates
made by management and concluded that the vatuation of goodwitl and
intangible assets remains appropriate.

2019 Annual Report and Accounts:
fair, balanced and understandable

The Audit Committee undertook a detailed
review of the process undertaken in
drafting the Annual Report and Accounts
to support its deliberations on whether the
2019 Annual Report and Accounts were
fair, balanced and understandable. The
process involved collaboration between
various parts of the Group including the
Group Finance team, Company Secretariat,
Group Communications, Investor Relations,
the Sustainability team and the Company's
advisers. This approach enabled a clear
link between the Strategic Report, the
Governance section and the Financial
Statements. The Audit Committee received

an early draft of the 2019 Annual Report and
Accounts {including the risk management
and principal risks disclosures] to allow itself
sufficient time to review the disclosures
therein. The Audit Committee then assessed,
at its meeting in August 2019, whether the
2019 Annual Report and Accounts were fair,
balanced and understandable. In reaching its
decision, the Audit Committee reviewed:

¢ the feedback provided by shareholders
in respect of the 2018 Annual Report and
Accounts;

¢ the assurances provided in respect of the
financial and non-financial management
information;

¢ the balance between statutory and
adjusted performance measures;

* the internal processes underpinning the

Group’s reporting governance framework
and the reviews and findings of the
Group’s external legal advisers and the
auditor; and

a report from the Company Secretary
which confirmed that: (i] the Annual
Report and Accounts had been reviewed
by the Executive Directors; and [ii) the
Company had received confirmation from
its external advisers that the Annual
Report and Accounts adhered to the
requirements of the Code and relevant
rules and regulations.
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Following detailed consideration, the Audit
Committee concluded that the 2019 Annual
Report and Accounts:

* accurately reflected the Group’s and
Company's performance in the year under
review;

» contained an accurate description of the
business model;

e correctly reflected the Group’s and
Company’s strategy;

¢ included consistent messaging between
each of the sections of the Report and
Accounts; and

* included KPIs which were consistent
with the business plan and remuneration
strategy;

and therefore the 2019 Annual Report

and Accounts were fair, balanced and
understandable and contained sufficient
information for shareholders to assess

the Group’s and Company's position,
performance, business model and strategy
and recommended as such to the Board.

Long term viability statement

In accordance with provision C.2.2. of

the Code and the FRC guidance on Risk
Management, Internal Control and Related
Financial and Business Reporting, the Audit
Committee revisited the timescale over
which it could sensibly assess the Group’s
ability to continue to trade, taking into
account the Group's business model and
prospects. The Audit Committee assessed
the Group’s resilience to the principal risks
and uncertainties by stress testing forecasts
through the application of a number of
adverse scenarios. These scenarios would
ultimately result in a fall in the average
private selling price, reduction in volume,
an increase in build, warranty, labour and
administration costs, and an increase in
build time. The scenarios considered were
severe representations of the potential
risks, applied over a full three-year period.
The testing highlighted potential covenant
breaches and funding requirements in
excess of the Group’s facilities. However,

on application of the mitigating actions
available, the Group would be able to operate
within its current facilities, meet its financial
covenants and maintain its announced
Capital Return Plan. The Audit Committee
was therefore comfortable that the Group
would maintain resilience in the event such
scenarios occurred and concluded that
there was a reasonable expectation that

the Group would continue to operate and

meet its liabilities over a three-year period.
Taking into account the Group's three-year
planning cycle, three-year financial plan and
a target controtled land bank of 3.5 years,
the Audit Committee agreed that the long
term viability assessment should continue to
be performed over a three-year timescale.
This conclusion was communicated and
recommended to, and subsequently
approved by, the Board.

The Long term viability statement is shown
in the Strategic Report on page 65.

The effectiveness of internal controls
and the risk management process

The Audit Committee plays a vital role

in reviewing the effectiveness of internal
controls and the risk management processes
on behalf of the Board. The key aspects of
the Group’s system of internal control and
risk management framework are as follows:

» aclear organisational structure
with defined levels of authority and
responsibility for each operating division;

e financial and management reporting
systemns under which financial and
operating performance is consistently
reviewed against budget and forecasts
at divisional, regional and Group levels
on a monthly basis;

¢ identification and review of principal
operational risk areas to ensure they
are embedded in the Group’s monthly
management reporting system. This
embeds the identification and control of
risk as routine aspects of managerial
responsibility. Details of the management
of risk system utilised and the principal
risks and their relevance to the operations
and financial performance of the Group
are set out on pages 57 to 64; and

» assessment of compliance with the
internal control and risk management
systems. This assessment is supported
by the Group’s Internal Audit team
which is responsible for undertaking
an annual audit plan, ad hoc audits and
reporting to the Audit Committee, and if
necessary, the Board, on the operation
and effectiveness of those systems
and any material failings. The planned
programme of audit appraisals across
Group operations, which is approved by
the Audit Committee, is set with reference
to the principal risks of the Group,
including those risks associated with
culture, safety, health and environment,
reputation and other business process
areas. It includes full divisional audits and

targeted audits of key risk areas such as
land acquisition and sale, cost controls,
work in progress, treasury, payroll and
HR. Where the Internal Audit team does
not have the expertise or resources
required to conduct complex audits they
obtain external assistance.

The Group's operations and financing
arrangements expose it to a variety of
financial risks that include the effects

of changes in borrowing and debt profiles,
Government policy, market prices, credit
risks, liquidity risks and interest rates.
There is a regular, detailed system for the
reporting and forecasting of cash flows from
operations to Senior Management, including
Executive Directors, to ensure that risks

are promptly identified and appropriate
mitigating actions taken.

These forecasts are further stress tested at

a Group level on a regular basis to ensure
that adequate headroom within facilities and
banking covenants is maintained. In addition,
the Group has in place a risk management
programme that seeks to limit the adverse
effects of the other risks on its financial
performance, for example using fixed rate
debt to manage interest rate risk. The Group
does not use derivative financial instruments
for speculative purposes. Activities are
delegated, by the Board, to a centralised
Treasury Operating Committee. The Treasury
department operates in accordance with the
guidelines contained within approved treasury
policies that are established by the Board and
the Treasury Operating Committee.

Specifically, in relation to risk management
and internal control, the Audit Committee,
during the year:

¢ monitored and reviewed the effectiveness
of risk management and internal
controls;

¢ reviewed a number of process
improvements and confirmed that the
risk management and internal control
systems had been in place and had
operated effectively throughout the year
ended 30 June 2019;

* provided regular reports to the Board in
respect of the findings of its monitaring
of the effectiveness of the internal
controls and risk management process,
in order to assist the Board with its
assessment that sound risk management
and internal control systems had been
maintained throughout the year to
safeguard shareholders’ investments as
well as the Group's assets [in accordance
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with principle C.2 of the Code); assisted
the Board to determine the nature and
extent of the principal risks that are
appropriate for the Group to take in order
to achieve its strategic objectives and

to be assured that Executive Directors
and Senior Management continue to
implement and maintain the Group's
internal control and risk management
systems within the governance and policy
framework approved by the Board;

e carried out a robust assessment of the
principal risks including those that could
threaten the business model, future
performance, solvency and liquidity and
agreed with management’s assessment
that they are being appropriately managed;

¢ had in-depth discussions around a
number of risks and internal controls
throughout the business including: Group
IT, cyber, Help to Buy and reputational
risk;

¢ reviewed in detail the output of the half
yearly control self-certification process
from each of the divisions;

¢ considered all whistleblowing and
suspected fraud reports and actions;

« reviewed all internal audit results and
action plans and the effectiveness of the
Group Internal Audit function;

* received regular reports from the Risk
Committee in respect of the work it had
undertaken to review the effectiveness of
the Group’s procedures for the identification,
assessment and reporting of risks;

* reviewed the concurrency of the principat
risks and the risk management framework
to determine if the descriptions of their
operation were up to date, and the system
of internal control remained effective, and
reported their findings to the Board when
considering the draft half year and full year
Financial Statements; :

» assisted the Executive Committee
in prioritising the risk framework by
identifying the risks considered most
significant to the Group and assessed the
potential impact on the business of any
risks identified; and

¢ robustly assessed the structure deployed
by the Group when assessing risks. This
is set out in the Risk management and
Principal risks sections on pages 57 to 64.

The Audit Committee recognises the further
progress the Risk Committee has made to
embed further risk management into the

business. It is anticipated that this will be
developed further during FY20.

Review of accounting policies

IFRS 9 and IFRS 15 have been fully adopted
for the first time for the financial year under
review. The Audit Committee has considered
these and the other accounting standards
applied in the year and reviewed the Group’s
progress on considering the impact of IFRS
16 "Leases’ upon the Group’s accounting
policies and Financial Statements.

The Committee continues to oversee
developments of the Group’s processes

and reporting to ensure it will be compliant
with the requirements of IFRS 16 when it
becomes applicable from FY20. Further
information on the impact of new accounting
standards is on page 143.

External auditor

Audit performance and effectiveness

The Audit Committee assessed the
performance of the external auditor and

the effectiveness of the external audit for
FY19. In coming to its conclusion the Audit
Committee reviewed amongst other matters:

» feedback on the effectiveness and
performance of the external audit
from Group, divisional and regional
management and the Chief Internal
Auditor/Head of Internal Audit who were
closely involved in both the half year and
full year reporting processes;

e Deloitte LLP’s fulfilment of the agreed
audit plan for FY19;

e reports highlighting the material issues
and critical accounting judgements and
key sources of estimation uncertainty that
arose during the conduct of the audit; and

* Deloitte LLP’s objectivity and
independence during the process.

The Audit Committee concluded that the

audit process as a whole had been conducted
robustly and that the team selected to
undertake the audit had done so thoroughly
and professionally. Deloitte LLP's performance
as auditor to the Company during FY19 was
therefore considered to be satisfactory.

Interaction with the FRC

We can confirm that, during the financiat
year under review, the Company had no
interaction with the FRC’s Corporate
Reporting Review Team or its Audit Quality
Review Team.

Non-audit services

The Committee has approved a policy on
the use of the external auditor for non-audit
purposes and continually monitors the ratio
of non-audit to audit fees to ensure that it
does not exceed the 1:1 ratio prescribed by
that policy, further details of which are set
out in section (iv). During FY19 £58,000 was
paid to the auditor for non-audit services
(including audit related services) out of a
total fee paid for all services of £459,000.
Non-audit fees therefore represented 12.6%
of audit fees. Further details of the audit and
non-audit fees incurred by the Group can be
found in Note 2.3.3 on page 148.

The non-audit fees related to the work
undertaken by Deloitte LLP in their role as
auditor to the Group for the half year review
and in relation to provision of planning
related information required in the sale of a
subsidiary. Accordingly, the Audit Committee
was satisfied that the work performed by
Deloitte LLP was appropriate in the context
of ensuring their independence as auditor,
particularly given that the audit-related
assurance services, relating to the review

of the Group’s half year report, are usually
conducted by the Group's auditor. This
safeguard will be applied to any non-audit
work that the auditor may be asked to
provide by the Committee. Consequently, the
Audit Committee concluded that the level

of non-audit fees was justified and did not
raise any concerns in terms of Deloitte LLP's
independence as auditor to the Group.

Auditor independence and
non-audit fees policy

In FY19, the Committee reviewed the policy
on Auditor Independence and non-audit

fees to ensure it remains appropriate.

The Committee noted that the policy's cap

on non-audit fees of 70% of the average audit
fees over the previous three years would take
effect from 1 July 2019. The Policy sets out the
duties of the Audit Committee with respect to
protecting the objectivity and independence of
the auditor and codifies: the limited range of
services which have been pre-approved by the
Audit Committee; permitted services which
must be approved by the Audit Committee
before being provided; and those services that
the Auditor will not be permitted to provide
under any circumstances. The policy is
available at www.barrattdevelopments.co.uk/
investors/corporate-governance. The Audit
Committee monitors non-audit fees paid to
the Auditor by the Group at each Committee
meeting.
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The review confirmed that the Policy remains
fit for purpose and has been drafted in line
with the requirements of the Ethical Standard.

As in the previous year, the Policy continues
to include restrictions on the recruitment
of employees from Deloitte LLP, so that no
employee (at whatever level of seniority}
involved in the Company’s audit for a two-
year preceding period can be hired without
the pre-approval of each of the Chairman
of the Company, the Chair of the Audit
Committee and the Chief Financial Officer.

Deloitte LLP do not provide services to the
Group that are prohibited under the Policy.
Where the auditor does provide non-audit
services, independence and objectivity

are maintained as they are managed by a

partner with no involvement with the Audit
of the Group.

Under the Policy, the Company is required

to annually obtain written confirmation

from Deloitte LLP that they remain
independent. For FY19 Deloitte LLP provided a
comprehensive report to the Audit Committee
verifying that they have performed their

audit and audit-related services in line with
independence requirements and explaining
why they believe that they remain independent
within the requirements of the applicable
regulations and their own professional
standards. The report also explains why the
ratio of audit to non-audit fees and the extent
and type of non-audit services provided by
them is appropriate.

Following receipt of such confirmations and

the completion of their own review, the Audit
Committee endorsed Deloitte LLP's conclusions
that the Policy had been appropriately complied
with throughout the year under review, there
were no items that may affect the independence
of the auditor, and non-audit fees were of an
appropriate level.

External audit tender

Deloitte LLP were first appointed as auditor
to the Group in 2007. The Group therefore
put the office of external auditor out to a
competitive tender process in FY17, which
was fully reported in the 2017 Annual Report
and Accounts. Following due consideration
the Board unanimously agreed to re-appoint
Deloitte LLP with effect from the FY18

audit. Having conducted this competitive
tender, the Company has complied with the
provisions of The Statutory Audit Services
for Large Companies Market Investigation
(Mandatory Use of Competitive Processes
and Audit Committee Responsibilities) Order

2014 issued by the CMA on 26 September
2014, Claire Faulkner, having become lead
audit partner in FY18, continued in this role
for the FY19 external audit.

Under current regulations the Company is
not due to re-tender its audit until 2027;
however, the Audit Committee will
continue to monitor the performance of the
external auditor during this time and make
recommendations accordingly.

On the recommendation of the Audit
Committee the Board is recommending a
resolution at this year's Annual General
Meeting that Deloitte LLP be re-appointed
for a further year.

Internal Audit function

During the year, the Chief Internal Auditor
stepped down from this position to take on
other responsibilities in the business. His
replacement joined the business in January
2019 and took over from him, with the title
Head of Internal Audit, in March. The Audit
Committee received reports from the Chief
Internal Auditor and Head of Internal Audit
on the findings of internal audits conducted
throughout the business, together with details
of the proposed actions to rectify any issues
identified. The Internal Audit function is fully
independent of business operations and has
a Group-wide mandate. The Head of Internal
Audit attends all Audit Committee meetings.
In addition, the Audit Committee monitors and
reviews the systems and processes adopted
by the Internal Audit function to ensure

that they remain fit for purpose. As part of
the FY19 Audit Plan, to further improve the
effectiveness of Internal Audit, the Head of
Internal Audit has commenced a strategic
review of the Internal Audit function. Initial
improvements recommended by the Head of
Internal Audit include:

* consolidation of the different types of
audit undertaken;

* implementation of a formal management
action tracker; and

* streamlining of audit reports.

The final proposals from the strategic review
will be presented to the Committee later in
the year.

The Audit Committee considered the
effectiveness of the Internal Audit team at its
November 2018 meeting, and confirmed that
in its opinion, Internal Audit had operated
effectively and provided an appropriate level
of independent scrutiny of the operations of
the Group.

Audit Committee effectiveness

The 2018 internal performance evaluation

of the Audit Committee was positive and
actions have been taken with regards to
each recommendation as set out on page 77.
This year the Audit Committee’s evaluation
was externally facilitated, along with the
Board effectiveness review. The outcomes
and actions arising from this review are
described in more detail on page 78.

Whistleblowing

The Chief Internal Auditor or Head of Internal
Audit updated the Audit Committee at each
meeting on new whistleblowing incidents,
ongoing investigations and the outcome of
any completed investigations. On the back

of these updates, the Audit Committee
assessed the adequacy of the Group's
whistteblowing policy in accordance with the
requirements of the Code. It reviewed the
whistleblowing procedure adopted by the
Group, including steps that can be taken to
enhance awareness of the process, to ensure
it remains appropriate and available to those
who need to raise concerns. The procedure
allows individuals who become aware

of possible improper, unethical or even
itlegal behaviour to raise the matter with
their manager or alternatively refer the
matter to a confidential and independent
telephone number.

The whistleblowing telephone number is
available to all employees, sub-contractors
and suppliers 24 hours a day, seven days a
week. Any issues reported to the number
that require urgent attention, such as
corruption, human rights, safety, bullying

or harassment, are notified to the Group
immediately, all other issues are notified
within 24 hours. The Head of Internal Audit
reviews and investigates the issues and,

at her sole discretion, can seek quidance
from appropriate individuals within the
Group, such as the Company Secretary,

as and when necessary. As Chairman of the
Audit Committee | update the Board on all
whistleblowing reports and investigations on
a regular basis, and the Board discusses the
most material issues.

This report forms part of the Corporate
governance report and is signed on behalf

of ghe Aydit C?gn\n&it/t‘e/e\by:
//\,Sf/

k Lenfiox
airman of the Audit Committee

3 September 2019
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Safety, Health and Environment Committee report

Richard Akers

Chairman of the Safety, Health
and Environment Committee

Statement from the Chairman of
the Safety, Health and Environment
('SHE’) Committee

The health and safety of our workforce,
customers and members of the public and
the protection of the environment around
our developments remains a fundamental
priority and is embedded within the
day-to-day operations of the business.

The SHE Committee’s activities help to
mitigate some of our key operational

risks relating to SHE. By receiving reports
and challenging those tasked with SHE
performance where necessary, the
Committee helps the business to improve
its SHE standards. It supports and oversees
the direction and implementation of SHE
Policy and Procedures through underpinning
efficient working practices, preventing
direct costs associated with incidents,

and supporting the culture and ongoing
sustainability of the Group.

This Committee continues to work closely with
the SHE Operations Committee to oversee
and provide stewardship of the Group’s SHE
operational performance. The Group SHE
Operations Committee is responsible for
implementing and oversight of the overall
SHE improvement strategy for the Group.

The SHE Operations Committee reports
directly to the SHE Committee with the Group
SHE Director presenting direct reports to

® The health and safety of our workforce, customers
and members of the public and the protection of the
environment around our developments remains a
fundamental priority and is embedded within the
day-to-day operations of the business. 99

these Committees and to the Board. We hold
at least one joint meeting during each year
enabling the members of the SHE Committee
to gain more of an in-depth understanding of
the operational issues and to discuss them
directly with those responsible for day-to-

day SHE management. The SHE Committee
has formal terms of reference, which it has
reviewed and approved during the year.

The key aspects of the SHE Committee’s role
as defined in these terms of reference are to:

* oversee the Group’'s compliance with the
SHE management system;

 identify and monitor SHE risks or
exposures for the business and determine
how best to mitigate against them;

¢ establish and maintain policies in respect
of all areas relating to safety, health and
the environment;

* review the scope of and assess the
outcome of annual SHE internal and
external audits and agree necessary
actions with the Group SHE Director;

* receive assessments from the Group SHE
Director on specific incidents to gain an
understanding of how they were caused,
details of the internal and external [if any)
investigations that are being/have been
undertaken and details of what steps have
been taken or controls put in place to
mitigate against the incident recurring; and

* agree and recommend to the
Remuneration Committee targets for any
SHE performance measures which are to
be applied to the annual bonus scheme
and monitor performance against such
measures.

Review of activities in FY19

Board SHE visits

All Directors are encouraged to attend a
SHE site visit with the Group SHE Director.
These visits aim to provide an insight into
how SHE is managed in addition to providing
more detailed information on the initiatives
in place to further improve the SHE culture
on our sites. Employee participation is a key
aspect of this and the visit involves a site
tour with the SHE Director and site team
during which the challenges of managing
risk on site are reviewed and discussed. Not
only do these visits play an important role in
ensuring our Board has a full understanding
of this vital part of our business, it also
benefits the site teams to see the emphasis
being ptaced on SHE by the Board.

IIR

We have continued to monitor our SHE
performance targets, our key performance
indicators and our lIR, all of which are
available in the Strategic Report on pages
46 and 47. Our IIR has decreased during
FY19, as a result of the continued high levels
of focus on SHE management, increased
monitoring by our in-house SHE team and
as a result of our continuous improvement
strategy in this area. However, we remain
focused on continuing to make improvements
to reduce injuries and continue to work with
our management teams on this. Despite

our best efforts, we were deeply saddened
that a sub-contractor working on one of our
sites was fatally injured in June 2019. | can
assure you that we are fully cooperating with
the Health and Safety Executive during its
ongoing investigation. We have also made
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sure that those individuals who have been
affected by this tragic incident have received
the appropriate level of support. Our thoughts
are with the family, friends and colleagues of
the sub-contractor during this difficult time.

SHE Management System

We have continued to operate the SHE
management system that has been in place
for a number of years, and which has been
reviewed and updated during the year.

As reported last year, an audit by the British
Safety Council of our SHE policies, processes
and procedures took place in July 2018,

with our 5 star status retained. We strive to
ensure that our SHE policies and procedures
are kept up to date with the latest regulation
and best practice and that they remain
relevant to the business through continuous
improvement.

The external verification by the British Safety
Council of our health and safety approach
and the quality of our policies and procedures
provides a benchmarking service against
industry standards, but of more importance is
the impact our policies have on keeping our
people safe in the workplace. Consequently,
all employees are required to familiarise
themselves with these policies, processes
and procedures during their induction and
attend prescribed health and safety courses
throughout their time with the Group.

SHE training and compliance

The SHE training provided to employees and
site-based workers is continually reviewed to
ensure it is fit for purpose and up to date. All
Senior Management are required to complete
the I0SH Leading Safely training course.

To ensure compliance, our network

of in-house SHE professionals assist

our management teams and continue

to emphasise the application and
implementation of our SHE management
system. They also carry out site monitoring
visits to all sites at least monthly, which
are in the main unannounced, in order to
monitor the implementation of policies
and procedures. The results of these visits
are reviewed by the SHE Director and the
Committee.

Drugs and alcohol testing

Following feedback from our initial programme
ot random sampling, we reviewed and updated
our Drugs and Alcohot policy and put additional
controls in place to ensure we remain GDPR
compliant. The programme has been accepted
by the business and is seen as key to helping
keep our workforce safe.

Occupational and mental health

We continue to concentrate on occupational
and mental health, offering advice on
healthy lifestyles and achieving a healthy
work-life balance. A health and wellbeing
calendar has been made available to all
employees and provides advice on different
health related topics each month. We

are implementing occupational health
surveillance for directly employed employees
and continue to provide mental health
awareness training for line managers and
raise awareness of health related issues
through poster and leaflet campaigns.

NHBC awards 2019

We were particularly pleased to see that six of
our sites had been commended as part of the
NHBC health and safety awards, and three of
these went on to be highly commended.

Engagement with sub-contractors

During FY19 we have held 26 seminars with
124 of our groundworks contractors to help
improve the interface between plant and
pedestrians and work with contractors.

Some of the initiatives that we have embarked
on as a result of the seminars include:

« provision of cabs on dumpers [six tonnes
or over} from January 2021;

¢ further controls for segregation of plant
and pedestrians, including onsite trials
of auto-detection equipment;

e minimum levels of training for onsite
supervision; and

e minimum standards for all types of plant
provided on site. :

Good Housekeeping Campaign

Throughout the year, the SHE team have
been focused on a campaign to enhance
housekeeping and safe access to workplaces.
Communication of key points has been
through the use of posters, briefing cards
and a safety alert being issued to site teams.

Areas of focus for FY20
During FY20, we will:

« continue in our wellbeing and
occupational health programmes
and support our supply chain to meet
this obligation;

e progress our programme of random
drugs and alcohol testing in line with
our policy in this area;

* look to further improve our IIR; and

* update our SHE management system
to comply with ISO 45001.

Our most important asset is our workforce
and therefore it is important that the safety
and wellbeing of all employees (direct and
indirect) remains a fundamental priority for
this Committee and the Group Board.

Membership and attendance at SHE
Committee meetings

The Directors who are members of the
SHE Committee and their attendance at
the two scheduled meetings during the
year are shown in Table 9. The Group's
SHE Director is also a member and the
Company Secretary acts as Secretary to
the Committee.

Only members of the SHE Committee have
the right to attend meetings; however, other
individuals may be invited, at the request of
the Chairman, to attend all or part of any
meeting where it is deemed appropriate.

Table 9 - SHE Committee membership

and attendance for FY19
Number of
meetings
Member! Role attended
Richard Akers Chairman 3/3
Steven Boyes Member 3/3

' The Group's SHE Director attended 2/3 meetings
during the year.

Note:
X/ Number of meetings attended whilst a Director.
/X Number of meetings held whilst a Director.

Richard Akers
Chairman of the SHE Committee

3 September 2019
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Remuneration report
Annual statement from the Chairman of the Remuneration Committee

Richard Akers

Chairman of the
Remuneration Committee

6 our Remuneration Policy continues to be fit for purpose,
aligning the interests of our Executive Directors with those
of our shareholders. It also continues to drive appropriate
behaviours for the long term success of the Company. 98

On behalf of the Board, | am pleased to
present our Remuneration report for the
year ended 30 June 2019. Our Remuneration
report comprises three parts: this Annual
Statement, the Remuneration Policy and the
Annual report on remuneration.

Remuneration Policy

Shareholders last approved the Remuneration
Policy in 2017 with over 98% of votes cast in
favour. This year we have undertaken a review
of the Remuneration Policy and believe that

it continues to be fit for purpose, aligning the
interests of our Executive Directors with those
of our shareholders. It also continues to drive
appropriate behaviours for the long term
success of the Company. Accordingly, we have
agreed that there will be no changes to the
Remuneration Policy for FY20.

We will be undertaking a detailed review of
our Remuneration Policy in FY20, with a view
to presenting it to shareholders for approval
at our 2020 AGM. We will engage with
shareholders as part of this process.

Remit of the Committee

As part of our review of the Remuneration
Policy, we will determine what changes

are required in light of changing market
expectations and the New Code {which is
applicable to all financial years commencing
on or after 1 January 2019). We welcome

the changes introduced by the New Code
including those that extend our remit to
include the setting of remuneration for Senior
Management and to review remuneration
and retated policies for the wider workforce
whilst aligning incentive and rewards with
culture when setting Executive Directors’

remuneration. These are tasks that we
already undertake as a Committee and we
will look to embed them further in to our
annual agenda during the course of FY20. We
have already updated our terms of reference
to reflect the requirements of the New

Code which can be found on our website at
www.barrattdevelopments.co.uk/investors/
corporate-governance.

Chief Executive pay ratio

The Committee already uses a variety of pay
ratios to ensure that Executive Directors’
remuneration remains appropriate within
the context of reward arrangements across
the business and with market practice.

We therefore welcome the requirement

to disclose our Chief Executive’s pay

ratio. Whilst this is not yet a mandatory
requirement, we have voluntarily disclosed
the information in this report. Further details
can be found on page 116.

Pension contributions

We are supportive of the requirements of

the New Code, and the guidance of various
advisory bodies lincluding the IA) on the
alignment of Executive pension contributions
with those of the wider workforce. For new
Executive Directors as of November 2017
lincluding Jessica White who was promoted
to Chief Financial Officer in 2018), we have
reduced the maximum contribution to

15% of salary from 25%. For new joiners

as of 1 July 2019 the maximum pension
contribution has been reduced further, to 10%
of salary, equal to the maximum employer
contribution available to the workforce in
general.
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As part of the upcoming policy review we

- will consider pension provisions in depth,
including those provided to our incurmbent
Executive Directors, and make appropriate
adjustments in the context of investor views
and evolving market practice.

Post-employment shareholding
requirements

Our shareholding policy already includes
a requirement that for the Chief Executive
and the other Executive Directors to be
classified as a ‘good leaver’ they must
commit to holding 100% or 75% of their
shareholding respectively, for a period of
two years after they leave employment.
The post-cessation shareholding policy
will be reviewed as part of our wider policy
renewal, and amendments will be made
to ensure compliance with the New Code
and alignment with the expectations of
our investors.

Malus and clawback

With the assistance of our legal advisers,
Slaughter and May, and remuneration
consultants, PwC, we undertook a review of
the malus and clawback provisions contained
within the rules of our share schemes.
Following this review, we have amended our
malus and clawback provisions in order to
adopt a longer list of specific triggers whilst
ensuring that we have sufficient discretion
to apply malus and clawback in appropriate
unforeseen circumstances. The changes
have also enabled us to address the
concerns expressed in the New Code, FRC
Guidance on Board Effectiveness and The
|A's Principles of Remuneration. Details of
the revised malus and clawback provisions
can be found on page 101.

Gender pay gap disclosure

In April 2019 we published our second
Gender Pay Gap report. The Group has

a mean gender pay gap of 6.0%, and our
median gap is 3.5%, which, whilst slightly
higher than last year, is still well below the
national average of 17.1%. Our mean bonus
gap stands at 42.6% and our median bonus
gap at -15.3%. The Group is focussed on
improving its gender pay and bonus gaps.
Further details can be found on page 45

of this Annual Report and Accounts and

the full disclosure is on our website at
www.barrattdevelopments.co.uk.

In collating our data and drafting our
disclosure for 2019, we have taken into
consideration the BEIS recommendations
on gender pay reporting published in
August 2018.

Shareholder engagement

In July 2019, we provided an update on
Executive Directors’ remuneration outcomes
for FY19 and proposed remuneration

for FY20 to our major shareholders and
institutional voting agencies. No areas of
concern were raised. Details of Executive
Remuneration for FY20 are summarised
within this statement.

Employee engagement
on remuneration
We are mindful of the value of engagement

with the wider workforce on various matters,

including remuneration policies and
practices. To facilitate this, we established
a Workforce Forum during the year, which
I will attend at least once a year, in my
capacity as the designated Non-Executive
Director for employee engagement.
Employees will be able to raise matters

relating to workforce pay through this forum.

Further details on the Workforce Forum and
the matters it has discussed can be found
on page 24. To further engage with our
employees and to aid retention, we granted
a further award of shares to all employees
below Senior Management under our
Employee Long Term Incentive Plan. Details
can be found on page 25.

FY20 Executive Directors’
remuneration

Details of the remuneration of each of the
Executive Directors for FY20 are set out on
pages 106 to 108. Salary increases are in
line with the wider workforce and pension
contributions, annual bonus opportunity

and LTPP award levels remain unchanged
from the previous financial year. To further
align the Executive Directors” annual bonus
scheme with that of Senior Management and
below, we have made a few slight changes
to the metrics of the scheme. Details can be
found on page 106. The metrics for the LTPP
remain unchanged and in accordance with
our Remuneration Policy.

FY19 Performance and reward

it has been another year of strong results
for the Group. We have met, or in some
cases exceeded, the financial and non-
financial short and long term performance
targets. This would not have been possible
without the clear direction and leadership
from the Executive Directors and Senior
Management. Accordingly, in recognition

of this and taking into account the extent

to which the Executive Directors have met
their personal objectives (page 110), we have
agreed that the financial performance of
the Group fully supports an annual bonus
payment in the range of 144% to 149% for
Executive Directors and that there has been
no need to use our discretion to vary the
outcomes. Details of individual payouts and
the amounts to be deferred into shares can
be found on pages 109 and 110.

In addition, the performance conditions of
the LTPP award granted in October 2016
were tested after the year end and 92.8%

of the award granted to David Thomas and
Steven Boyes and 100% of the award granted
to Jessica White vested. The difference in
the percentage vesting is explained more
fully in note 1 of Table 20 on page 111. The
net shares (after the payment of any tax

and NI due on release] will be subject to a
further two-year holding period for David
Thomas and Steven Boyes. The Committee
believes these outcomes are reflective of
wider Group performance. Full details of the
achievements against each of the bonus and
LTPP targets can be found on pages 109 to
111
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Remuneration report
Annual statement from the Chairman of the Remuneration Committee continued

FY20 Chairman and Non-Executive
Directors’ fees

The Remuneration Committee (excluding
the Chairman) agreed to increase the
Chairman’s fee in line with the Executive
Directors and the wider workforce. In
addition, a committee of the Board,
comprising the Chairman and the Executive
Directors, agreed to increase the fees of
the Non-Executive Directors, in line with
the award to the wider workforce. No fee
increases were proposed or approved

for the Chairs of each of the Committees

or the Senior Independent Director. The
revised fee levels continue to reflect market
benchmarks for companies of a comparable
size and complexity. Details of the fees
proposed for the Chairman and each of the
Non-Executive Directors for the financial
year ending 30 June 2020 are set out on
page 108.

Conclusion

We believe that our Remuneration Policy as
approved by shareholders at the 2017 AGM
and our current remuneration practices
continue to drive appropriate behaviours

by management and align the Executive
Directors with shareholders through: the
performance targets set; the requirement to
retain a specific level of shareholding in the
Company:; the deferral of any annual bonus
received over 100% salary into shares and
the two-year net of tax holding requirement
following vesting of any LTPP award.

We therefore hope that you will continue to
support the Annual Report on Remuneration
to be presented at the AGM in October

2019. On behalf of the Board, | would like to
thank you for your continued support of our
remuneration framework and | look forward
to seeing many of you at the AGM.

Richard Akers
Chairman of the Remuneration Committee

3 September 2019

(.

Our remuneration strategy

Without our people, we would not have a
business. It is therefore imperative that our
remuneration strategy appropriately rewards
our employees for their performance against
the Group's key performance indicators, both
financial and non-financial, whilst delivering
sustainable shareholder value.

Aims of our Remuneration Policy:

* To promote the long term sustainable
success of the Company and be fully
aligned with the performance and
strategic objectives of the Group in order
to enhance shareholder value.

« To attract, retain, motivate and
competitively reward Executive Directors
and Senior Management with the
requisite experience, skills and ability to
support the achievement of the Group's
key strategic objectives in any financial
year.

s To take account of pay and employment
conditions of employees across the
Group whilst reftecting the interests and
expectations of shareholders and other
stakeholders.

* To reward the delivery of profit, margin
improvement, the maintenance of an
appropriate capital structure and the
continued improvement of return on
capital employed by the business whilst
ensuring that Executive Directors and
Senior Management adopt a level of risk
which is in line with the risk profile of the
business as approved by the Board.

¢ To ensure that there is no reward for
failure and that termination payments
(if any) are limited to those that the
Executive Director {or member of Senior
Management] is legally entitled to.

« To ensure that in exercising its discretion,
the Committee robustly applies the ‘good’
and 'bad’ leaver provisions as defined in
the rules of each of the share schemes
operated by the Group.

In developing its policy, the Committee has
regard to:

¢ the Group's business strategy, ensuring
that targets support the achievement of
business strategy and key KPls;

¢ the performance, roles and
responsibilities of each Executive Director
or member of Senior Management;

e arrangements which apply across the
wider workforce, including average base
salary increases;

» information and surveys from internal and
independent sources; and

* the economic environment and underlying
financial performance of the Group.

e For full details of our Directors’ Remuneration

Policy see pages 80 to 89 of the Annual Report
and Accounts 2017.
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Remuneration report
Overview for FY19

The summary below outlines the remuneration outcomes for Executive Directors for the year under review, together with the minimum, on-
target and maximum opportunities, targets set for variable remuneration and our performance against them. Full details can be found in the
Annual report on remuneration on pages 104 to 117. Details of Executive Directors’ shareholding requirements and whether they have been
met are given in Table 25 on page 114.

Executive Director remuneration policy scenarios for FY20 and FY19 single figure outcoames

B0 s e 4500 6500 oovrs coesrrirciis eneveins s v ssseamsion o e WSalary
4,000 4,000 4000 TIPension
3500 3500 RU— 3500 [, B Benefits
3000 3000 2% 3000 WOther
g 2500 g 2500 ot 5 o 2500 2,400 Z2Annual Bonus
' S QR
« 2000 ... S 2000 . " L 8 2000 NS aLTepP
1500 . : i
1500 o L 1500 ... 1260 ,i e BShare price growth
1000 1,000 . ! 100 . WOV Gt TS Y
500 gy 3 ‘—-r 1 { N} . . ' *See footnote 1 on
500 . - 500 ey s e oot corom e page 111
0 0 . 1IN NN |
Policy ~ Policy ~ Policy  Single Policy ~ Policy  Policy  Single Poli Policy  Policy  Single
Minimum - On-target  Maximum Figure FY19 Minimum  On-targel  Maximum Figure FY19 Minimum  On-target  Maximum Figure FY19

Chief Executive Deputy Chief Executive Chief Financial Officer
Notes: For the FY20 policy scenarios, salary levels [which are the base on which other elements of the package are calculated) are based on those applying at 1 July 2019. The value of
taxable benefits is the cost of providing those benefits in the year ended 30 June 2019. Minimum pay is fixed pay only [i.e. salary + benefits + pension). On-target pay includes fixed pay. 50%
of the maximum bonus equal to 75% of salaryl for all Executive Directors) and 50% vesting of the LTPP awards [with grant tevels of 200% of salary for all Executive Directors). Maximum pay
includes fixed pay and assumes 100% vesting of both the annual bonus and the LTPP awards. and illustrating 50% share price increase on LTPP shares over the vesting period. All amounts
have been rounded to the nearest £1,000. The Executive Directors are also permitted to participate in HMRC tax advantaged all-employee share plans, on the same terms as other eligible
employees, but they have been excluded from the above minimum, on-target and maximum bars for simplicity. FY19 single figure is based on the values shown in Table 15 on page 108.

. FY19 Performance pay outcomes
Annual bonus outturn
Further details, including progress against personal objectives, are set out on pages 109 and 110 in the Annual report on remuneration

Target Threshold Target Maximum ighting Outcome achieved
PBT £835m £850m £900m 55%

Actual £909.8m

Quality and Service improvement Number of divisions out of 27 to achieve SHE audit score of 94% 15% 14.45%
and customer recommend score of 90% or above

Actual SHE: 27 divisions; Customer Service: 24 divisions

Strategic objectives: 25.8% 26.1% 26.5% 15% 15%

Regiunial rargin improvement

Trading outlets 154 158 161 5% 5%

Personal objectives Detailed on page 110 10% David Thomas: 6.75%

) Steven Boyes and Jessica White: 10%
LTPP Vesting outturn
Further details are set out on page 111 of the Annual report on remuneration

Percentage of award vesting (%] for each performance condition

Shares awarded EPS ROCE TSR Total Shares vesting Value {€£000)
David Thomas 292,370 33.3 333 26.2 92.8 271.319 1,598
Steven Boyes 231,387 333 333 26.2 92.8 214,727 1.265

Jessica White 16,596 50.0 50.0 nfa 100.0 16,596 98

Alignment of incentive performance measures with strategy

Strategic Priorities ‘

Customer first Great places Leading construction Investing in our people
Anticipate our customers’ evolving Secure good value land Deliver highest quality homes, Attract and retain the
needs by continuously improving the and planning consents where focus on excellence, embrace new best people, invest in their
homes and places we build people aspire to live methods of construction development
How our incentive structures are aligned to delivering the strategic priorities
Annual . . v PBT v PBT ¥ Margin improvement v PBT
v : . .

bonus Quality and Service ¥ Trading outlets ¥ Quality and Service ¥ Quality and Service
LTPP v TSR v ROCE v ROCE ¥ EPS v EPS
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Remuneration report
Directors’ Remuneration Policy - Summary

The Company’s current Directors’ Remuneration Policy [the "Policy’], was approved by shareholders at the 2017 AGM on 15 November 2017.
We are proposing no changes to the Policy for FY20, however we will be undertaking a full review of the Policy during the current financial
year and will submit this for shareholder approval at the AGM in October 2020. The Remuneration Committee will discuss any proposed
revisions with shareholders and their views will be sought in advance of the 2020 AGM.

Policy table

The full version of the Policy can be found on pages 80 to 89 of the 2017 Annual Report and Accounts which is available on our website
www.barrattdevelopments.co.uk/investors. A summary statement of the Policy is shown below.

A description of how the Company implemented the Policy in FY19 can be found on pages 108 to 117 and details of how the Policy will be
applied for FY20 are set out on pages 106 to 108.

Etement of pay How operated in practice Additional information
Base salary
To help promote the Salaries are paid monthly in arrears. The aimisto  Normally reviewed annually and fixed for 12 months with
long term success of provide a competitive salary relative to comparable any increases usually effective from 1 July.

the Company, to attract ~ companies in terms of size and complexity.
and retain high-calibre

Executive Directors,

to deliver the Group’s

strategy and to reflect the

roles and responsibilities

of each of the Executive

Directors.

See page 106 for Executive Directors’ salaries with effect
from 1 July 2019. :

Benefits (taxable)

To support the health and Benefits normally include: The Committee does have the discretion to offer other
wellbeing of Executive benefits it deems appropriate to secure the appointment
Directors whilst they of a new Executive Director and to ensure that the
undertake their roles. e private medical insurance; benefits package for existing Executive Directors remains
competitive in the market.

company car;

« some telephone costs; and
* contributions towards obtaining independent
financial advice.

Other benefits offered to the wider workforce
will also be offered to Executive Directors on the

same basis.
Pension
To assist Executive In accordance with legislation, Executive Directors ~ The Committee retains the discretion to honour the
Directors plan for are enrolled into a workplace pension. pension contribution for those individuals who are
retirement. internally promoted to Executive Director.

If Executive Directors choose to opt out of the
workplace pension they can elect to either: The defined benefit section of the Group’s pension scheme
closed to new entrants in 2001 and future accrual of
defined benefits for current members ceased to be offered
on 30 June 2009. Steven Boyes remains a member of this
* receive a salary supplement. part of the scheme.

* participate in the Company’s money
purchase pension plan; or

Details of the pension salary supplements for each of the

Executive Directors are also eligible to an insured Executive Directors are set out on page 114.

lump sum of up to five times pensionable salary
on death in service.
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Etement of pay

Annual bonus

How operated in practice

Maximum opportunity

To motivate and reward
Executive Directors

for the achievement of
demanding financial and
non-financial objectives
and key strategic
measures over the
financial year.

Executive Directors are eligible to earn a
discretionary annual bonus. The bonus is not
pensionable.

The level of bonus awarded to each Executive

Director is dependent on the achievement of a
number of Group and individual performance

targets.

Bonuses up to 100% of base salary are paid

in cash. Any bonus earned in excess of this [up to
a maximum of 50% of base salary) is compulsorily
deferred into shares under the DBP.

When setting bonus targets, the Committee considers

the effect of corporate performance on ESG risks and
sustainability issues generally to ensure that remuneration
structures do not inadvertently motivate irresponsible
behaviour.

The performance targets set are stretching whilst having
regard to the nature and risk profile of the Company and
the interests of its shareholders.

Performance against FY19 targets is shown on pages 109
and 110.

DBP

To encourage long term
focus and to further
align interests with those
of shareholders and
discourage excessive risk
taking.

Any annual bonus earned in excess of 100% of
salary is deferred into shares and held in this

plan for a period of three years and is subject

to a continued employment condition.

Deferred shares will normally accrue dividend
equivalents during the deferral period. Dividend
equivalents may be paid in cash or shares on the
vesting of the award.

Malus and Clawback may apply in the event

of material misconduct and/or materiat
misstatement or error of financial results. For full
details see page 101.

No performance conditions apply to the vesting of awards
other than the continued employment condition.

LTPP

To motivate and reward
Executive Directors and
Senior Management for
the delivery of the long
term performance of the
Group.

To facilitate share
ownership by Executive
Directors to align their
interests with those of
our shareholders.

Executive Directors are eligible to participate in the
Company’s LTPP.

LTPP awards can be equal to a maximum of 200%
of base salary and are for a period of three years
with a two-year continued holding period attached
to the end of the performance period.

Malus and Clawback may apply in the event of
material misconduct and/or material misstatement
or error of financial results. For full details see
page 101.

Following approval at the 2017 AGM, LTPP Awards
granted on or after 15 November 2017 will attract
dividend equivalents which may be paid in cash or
shares on the vesting of the award.

LTPP awards are usually granted following the final results
announcement in September of each year.

The Committee sets performance targets for each award
and ensures that the targets, whilst stretching, are:
realistic and attainable; for the long term benefit of the
Group; and do not encourage inappropriate business

risks. Overall, the Committee must be satisfied that the
underlying financial and non-financial performance of

the Group over the performance period warrants the level
of vesting as determined by applying the above targets.

If the Committee is not of this view, then it is empowered to
reduce the level of vesting [potentially to nil).

Performance against the targets for the awards made in
2016, 2017 and 2018 can be found on pages 111 to 113.

Details of the awards due to be granted in 2019 are set out
on page 107.
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Guidelines on responsible
investment disclosure

In line with the IA's Guidelines on
Responsible Investment Disclosure, the
Committee is satisfied that the incentive
structure and targets for Executive Directors
do not raise any ESG risks by inadvertently
motivating irresponsible or reckless
behaviour. The Committee considers that no
element of the remuneration package will
encourage inappropriate risk taking within
the Company.

Remuneration Committee discretion

The areas of the Policy over which the
Committee has discretion are included in
the policy table set out on pages 80 to 85
of the 2017 Annual Report and Accounts.
However, we have summarised the key
discretions below:

* amendment of salary or the award
of higher increases in exceptional
circumstances;

» vary benefits offered to secure new
appointments;

¢ honour pension contributions for internal
promotions;

¢ whether or not to make a bonus award
and whether payment should be made to
anyone who has handed in their notice to
leave the business;

e what performance conditions should
be attached to annual bonus and LTPP
awards and the weighting of each to be
applied;

¢ determining the timing of grants of
awards and/or payments;

e determining the quantum of awards and/
or payments (within the limits set out in
the policy table on pages 80-85 of the
2017 Annual Report and Accounts];

* determining the application of dividend
equivalents, whether they be issued in
shares or cash and retaining the ability to
adjust the amount paid;

» determining the extent of vesting based
on the assessment of performance;

* making the appropriate adjustments
required in certain circumstances
(e.g. change of control, rights issues,
corporate restructuring events, and
special dividends]; and

* determining ‘good leaver” status for
incentive plan purposes and applying the
appropriate treatment.

If an event occurs which results in the
annual bonus plan or LTPP performance
conditions and/or targets being deemed
no longer appropriate (e.g. a material
acquisition or divestment) the Committee

will have the ability, in limited circumstances,

to adjust appropriately the measures and/
or targets, to alter the weighting of the
measures, and to reduce any annual bonus
or LTPP awards [potentially to nil] in the
event that the underlying financial and non-
financial performance of the Group does not
warrant the level of vesting.

Malus and Clawback

Both the annual bonus (including any
deferred bonus) and the LTPP are subject
to the Malus and Clawback provisions
contained in the plan rules for a period

of two years following vesting. Malus and
Clawback is applicable in respect of any
annual bonus paid or deferred and to any
share awards granted under the LTPP,
subject in the case of HMRC-approved
options, to such approval.

Clawback can be invoked if:

* the Company has to restate its Financial
Statements due to ‘prior period errors’
as defined by International Accounting
Standard 8 and such errors resulted in
that Award vesting to a greater degree
than would have been the case had that
error not occurred;

¢ the Committee forms the view that
in assessing the extent to which any
performance condition and/or any
other condition imposed on the Award
was satisfied such assessment was
based on a material error and that such
error resulted in that Award vesting to
a materially greater degree than would
have been the case had that error not
been made; or

¢ the relevant individual ceases to be a
director or employee of a member of
the Group as a result of their summary
dismissal because of their gross
misconduct which has caused loss
or damage to a member of the Group.

In such circumstances, the Committee may
determine that the bonus and/or share award
witl he retrospectively recalculated. If bonus
monies have been paid, the participant will
be required to reimburse the Company for

an amount up to the total amount of the

net bonus paid, less any bonus that the
Committee determines would have been paid
regardless of the event in question. If share
awards have been granted, the number of
awards or options granted will be reduced
accordingly. If the award has vested and
shares have been issued to the participant,
the participant will be required to repay the
value of the relevant number of shares based
on the Company'’s closing share price as at
the date the shares were issued.

During the year, the Committee agreed that
awards granted on or after May 2019 may also
be subject to clawback in other exceptional
circumstances, such as when the relevant
performance conditions are assessed on the
basis of inaccurate or misleading information,
a material loss to the Group as a result of

the participant’s reckless, negligent or wilful
conduct or inappropriate values or behaviours,
a material breach of health and safety
regulations or failure of risk management by,
or material reputational damage to, a Group
member or corporate failure.

Executive Directors’ policy on
payment on loss of office

There are no specific provisions for
compensation on early termination (except
for payment in lieu of holidays accrued but
not taken) or loss of office due to a change of
ownership of the Company. Further details of
the full policy, including where the Company
reserves the right to make additional
payments, the application of mitigation
against contractual obligations, and how the
Committee takes into account the rules of
the annual bonus and LTPP schemes can be
found on pages 87 and 88 of the 2017 Annual
Report.
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Remuneration report
Directors’ Remuneration Policy - Summary continued

Differences between Executive
Directors’ and employees’
remuneration

The foltowing differences exist between the
Company’s Policy for the remuneration of
Executive Directors as set out in the Policy
table on pages 80 to 85 of the 2017 Annual
Report and Accounts and its approach to
the payment of employees generally:

s alower level of maximum annual bonus
opportunity may apply to employees
other than the Executive Directors. All

employees, including Executive Directors,

are subject to similar performance
targets; however, the weightings against
the various targets may vary;

* Executive Directors and some members
of Senior Management may earn an

annual bonus in excess of 100% of salary.

Any bonus earned in excess of 100% of
base salary is deferred into shares for a
period of three years;

contribution (or cash supplement)
available varies between 10% and 30%.
Any new Executive Directors appointed

on or after 1 July 2019 will receive a
maximum contribution of 10% of salary in
line with the averdge pension contribution
available to our workforce;

Executive Directors are able to participate
in the LTPP. A number of select employees
at Senior Management level may be
invited to participate in the LTPP at the
Committee’s discretion; and

in each of the last two years, employees
below Senior Management have been
awarded a smaller number of shares
under an employee long term incentive
plan. This award was not made available
to Executive Directors.

In general, these differences arise from the
development of remuneration arrangements
that are market competitive for the

various categories of individuals. They

Executive Directors’ service contracts

Details of the Executive Directors’ service
contracts are included in Table 10 below
and their emoluments are shown in Table
15 on page 108. The Company’s policy is
for all Executive Directors’ lincluding new
appointments) service contracts to be for

a rolling 12-month period which can be
terminated by 12 months’ natice given by
either the Company or by the Executive
Director at any time. The service contracts
normally entitte Executive Directors to the
provision of a company car, annual medical
screening, permanent health insurance,
private medical insurance, some telephone
costs, contributions to the cost of obtaining
independent financial and tax advice and
payment of legal fees on cessation of
employment. The Committee regularly
reviews contractual terms for Executive
Directors to ensure that they continue to
reflect best practice.

All Executive Directors’ appointments and

also reflect the greater emphasis placed
on performance-related pay for Executive
Directors. :

subsequent re-appointments are subject
to election and annual re-election by
shareholders at the Company’s AGM.

» Executive Directors and some members
of Senior Management may opt to receive
a cash supplement in lieu of being
auto-enrolled or contributing to the
defined contribution section of the Barratt
Group Pension and Life Assurance
Scheme. The cash supplement or
employer’s contribution rate for existing
Executive Directors does not exceed 25%
of base salary. For all other employees,
the maximum rate of employer’s

Table 10 - Executive Directors’ service contracts

Executive Director Service contract date Date of appointment Notice period

David Thomas 16 January 2013 21 July 2009 12 months
Steven Boyes 21 February 2013 1 July 2001 12 months
Jessica White 21 June 2017 22 June 2017 12 months

Executive Directors’ service contracts are available for inspection by.any person at the Company's registered office during normal office hours
and on the Company’s website at www.barrattdevelopments.co.uk.
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Non-Executive directorships

Subject to Board approval, Executive
Directors are permitted to accept one
Non-Executive directorship outside the
Company and retain any fees received from
such a position. Board approval will not be
given for any Non-Executive position where
such appointment would lead to a material
conflict of interest or would have an effect on
the Director’s ability to perform their duties
to the Company.

Chairman and Non-Executive
Directors’ letters of appointment

The Chairman and each of the Non-
Executive Directors are appointed under
terms set out in a letter of appointment.
They do not have service contracts and their
appointments can be terminated by the
Board] without compensation for loss of
office and by giving the appropriate length
of notice as prescribed in their respective
letters of appointment.

The notice period applicable, from either
party, for the Chairman is three months

and for each of the other Non-Executive
Directors is one month. Under governance
policies approved by the Board, Non-
Executive Directors are appointed for a
three-year term and usually serve a second
three-year term subject to performance
review and re-election by shareholders.
Beyond this, a further term of up to three
years may be served subject to rigorous
review by the Chairman and the Nomination
Committee and re-election by shareholders.
Details of Non-Executive Directors’ letters of
appointment can be found in Table 11.

Table 11 - Non-Executive Directors’ letters of appointment as at 30 June 2019

Non-Executive Date elected/re-

Date first appointed to Date last re-appointed

Director elected at AGM the Board to the Buard
John Allan 17 October 2018 1 August 2014 1 August 2017
Richard Akers 17 October 2018 2 April 2012 1 April 2018

Nina Bibby 17 October 2018 3 December 2012 3 December 2018
Jock Lennox 17 October 2018 1 July 2016 1 Juty 2019
Sharon White 17 October 2018 1 January 2018 N/A

The letters of appointment for Non-Executive
Directors are available for inspection by

any person at the Company’s registered
office during normal office hours or are
available on the Company’'s website:
www.barrattdevelopments.co.uk/investors.

Statement of consideration of pay and
employment conditions elsewhere
across the Group

The level for all employees’ salaries is
determined with reference to the rate of
inflation, salaries for similar positions
throughout the industry and general themes
and trends in respect of remunerating
employees.

When reviewing Executive Directors’
remuneration, including increase in

base salary, the Committee takes into
consideration the pay and employment
conditions of all employees across the
Group. The Company does not directly
consult with employees when setting
Executive Directors’ remuneration; however,
given that the Company operates the
Sharesave in which all employees can
participate and become shareholders in the
Company, they can comment on the Group's
Remuneration Policy in the same way as

alt of our other shareholders. In addition,
the Group provides a number of ways in
which employees can ask questions on such
matters should they so wish. This includes
the Employee Communications mailbox,
personat development reviews and the
Workforce Forum, details of which are given
in the Stakeholder engagement section of
the Strategic Report on page 24.

Statement of consideration
of shareholder views

Each year we normally update our major
shareholders upon the Committee’s

application of the Policy and our performance,

following the release of the July Trading
Update and in advance of the publication

of our Annual Report and Accounts. The
Committee takes into account shareholder
feedback received from this exercise and
any additional feedback received during any
meetings from time to time, as part of the
Company’'s annual review of the Policy. In
addition, the Committee will seek to engage
directly with major shareholders and their
representative bodies should any material
changes be proposed to the Policy. Details of
the votes cast for and against the resolution
to approve last year's Remuneration report
can be found on page 117.

www.barrattdevelopments.co.uk
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Remuneration report
Annual report on remuneration

In this section, we provide an overview of the Committee and its advisers as well as how the Directors’ Remuneration Policy will be applied
in FY20 and how it has been implemented throughout FY19 together with the resulting payments to Directors. The Annual report on
remuneration will be subject to an advisory vote at the 2019 AGM.

Membership and attendance at Committee meetings
Membership of the Committee and attendance at each of its scheduled meetings during the year is set out in Table 12. The Company

Secretary acts as Secretary to the Committee.

Table 12 - Remuneration Committee membership and attendance for FY19

Member Role Number of meetings attended
Richard Akers Chairman 4l
John Allan Member 4f4
Nina Bibby Member 4/4
“Jock Lennox Member 4/4
Sharon White Member 4f4

Note:
X/ Number of meetings attended whilst a Director.
/X Number of meetings hetd whilst a Director.

Advisers to the Committee

In carrying out its principal responsibilities,
the Committee has the authority to

obtain the advice of external independent
remuneration consultants and is solely
responsible for their appointment, retention
and termination. In line with best practice,
the Committee assesses from time to

time whether the appointment remains
appropriate or if it should be put out to
tender. The last such tender took place in
2017, resulting in PwC being appointed as
the advisers to the Remuneration Committee
with effect from 1 January 2018.

During the year, the Committee has taken
advice from PwC on general remuneration
policy and practice, implementation of its
decisions and remuneration benchmarking.
The Chairman of the Committee also
sought advice from PwC independent of
management on various matters to be
discussed at Committee meetings. The fees
payable to PwC are based on an annual fixed
fee for a specified service with anything
outside this scope being charged on a time
and disbursement basis. PwC fees for
services provided to the Committee during
the year under review were £73,300.

PwC is a signatory to the Remuneration
Consultants Group’s Code of Conduct. As
part of the annual review and re-appointment
process, the Remuneration Committee
satisfied itself that PwC remained objective
and independent during the year.

In addition to remuneration advice, PwC also
provides taxation, consultancy and internal
audit services to the Group. PwC has no
other connections with the Company.

The Committee also receives input into its
decision making from the Chief Executive
(David Thomas), the Company Secretary
(Tina Bains) and the Group Human
Resources Director (Rob Tansey), none of
whom were present at any time when their
own remuneration was being considered.

Barratt Developments PLC Annual Report and Accounts 2019
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Remuneration Committee activity FY19

Main activities undertaken during FY19

The Committee’s role is to determine and agree the Remuneration Policy for Executive Directors and Senior Management whilst taking into
account the remuneration of the wider worklorce. It toliows an annual work proy ainine which was fully completed during the year. The
Committee’s responsibilities, as delegated by the Board, are formally set out in its written terms of reference which are available from our
website at www.barrattdevelopments.co.uk/investors/corporate-governance.

| . . . .

" Executive Directors’ and Senior

1 .

i Management remuneration

., * Reviewed annual performance of the
Executive Directors for FY19.

Reviewed fixed and variable remuneration
and the relative balance for Executive
Directors and Senior Management.

¢ Considered and approved FY20 salary
increases for Executive Directors (page 106)
and Senior Management.

* Undertook commercial discussions
around potential pension contributions for
Executive Directors going forward.

Committee effectiveness

+ Reviewed and made progress against all
matters arising from the FY18 annual
evaluation.

its performance and discussed and agreed
an action plan to address issues identified
(page 77 and 78).

¢ Assessed the effectiveness of the
Committee’'s remuneration consultants

i
i e Participated in the external evaluation of
; during FY19 {page 104).

Annual bonus

¢ Reviewed forecast bonus outcomes
for FY19 (pages 109 to 110).

Reviewed and approved proposals
for the FY20 annual bonus scheme.

ot v = =y
.

Considered and approved bonus
targets for FY20 (page 106).

The Remuneration

Committee

Governance

>

i
]

disclosure for issue on our website.

. Long term incentives

Shareholder consultation

targets proposed for FY19.

Considered and approved the
Remuneration report for FY18.

Reviewed the Remuneration Policy and {
annual agenda against the New Code and !
against evolving best practice to determine i
what, if any, changes may be required. i
!
!
|
|
f
f
!

Commenced consideration and discussion
of possible changes to Poticy for FY20.

Considered remuneration disclosure
requirements and disclosures for the
Remuneration report for FY19.

Reviewed and approved its annual agenda
and terms of reference.

Reviewed and approved the gender pay gap

pp—

Received updates on the potential levels
of vesting of outstanding LTPP awards.

Considered and finalised the structure,
performance metrics and targets,
participants and level of awards for 2019.

Reviewed and updated malus and
clawback provisions.

Updated and consulted with shareholders
on the implementation of the Remuneration
Policy and on remuneration outcomes for
FY18, indicative outcomes for FY19 and the
proposed remuneration for FY20. i

Considered feedback received from the
consultation process in finalising the

www.barrattdevelopments.co.uk
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Remuneration report
Annual report on remuneration continued

Statement of implementation of the Policy for FY20

Executive Directors’ remuneration for FY20 will be based on the Group’s Remuneration Policy as approved by shareholders in 2017 and set out
on pages 80 to 89 in the 2017 Annual Report and Accounts.

Base salary

The Committee reviewed the salaries of the Executive Directors in June 2019. In reviewing these salaries, the Committee had regard to: the
performance of the Executive Directors during the year; the pay and employment conditions elsewhere in the business; the increase awarded
to other employees throughout the organisation (on average 2.8%]; and the multiplier effect of an increase in base salary on the package as

a whole. On this basis the Committee agreed to increase the salaries of each of the Executive Directors by 2.5%, slightly below the average
increase given to other employees across the organisation. The salaries of the Executive Directors with effect from 1 July 2019 will therefore be:

Table 13 - Executive Directors’ salary increases
Salary with  Salary with
effect from effect from
1 July 2019 1 July 2018

Executive Director £000 €000
David Thomas 757 739
Steven Boyes 599 585
Jessica White ] 422 412

Following these increases each of the salaries of the Executive Directors remain within the range for the housebuilding sector and the wider
population of similar-sized companies.

Pension

In FY17 the Committee agreed that any new Executive Director would be given a pension equivalent to that of Managing Directors, currently
15% of salary. Accordingly, during FY20, Jessica White will continue to receive a cash supplement of 15% of salary and David Thomas

and Steven Boyes (both appointed prior to 2017) will both receive a cash supplement of 25% of salary. Any new Executive Director (or

other employee) joining the Group on or after 1 July 2019 will receive a pension contribution (or cash supplement) of 10% of base salary.
Consideration is being given to the ongoing level of pension contributions paid to existing Executive Directors and the practicalities of bringing
them in line with those of the wider workforce.

Annual bonus

Executive Directors and Senior Management will participate in the Group’s annual bonus scheme in accordance with the Policy. The Company
is of the view that the individual annual bonus performance targets are commercially sensitive in terms of the Group Strategy: therefore,
these targets will not be disclosed in this report. We will, as always, disclose the annual bonus targets and performance against them in next
year's Remuneration report.

The performance measures, their reasons for selection and the maximum bonus payment against each of them expressed as a percentage of
salary for FY20 will be:

Financial/ Weighting (% of
Performance measure non-financial Reason for selecting salary maximum)
Profit before tax Financial Rewards outperformance against stretching targets and is a 82.5

key measure of our performance.
Capital employed Financial To ensure efficient use of available capital. 15.0
Quality and service with a health Non-Financial Ensures a focus on quality and service to our customers 22.5
and safety underpin without compromising the safety of our peopte.
Strategic objectives relating to: Focus individuals on specific factors required to meet the long 30.0
regional margin improvement Financial & and short term strategy of the business whilst aligning their
“trading outlets Non-Financial™ interests with those of shareholders.

Total bonus achievable as a % of salary 150.0

' Any bonus earned in aggregate in excess of 100% will continue to be deferred into shares and held in the DBP. Dividend equivalents will accrue against any shares
deferred into the DBP
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The Committee understands the importance of simplifying Executive Directors’ remuneration whilst aligning it to that of Senior Management,
and where possible, the wider workfarce. Accordingly, the Committee agreed to:

il introduce capital employed as a performance measure for the Execulive Directors’ annuat bonus for FY20. This metric already forms part of
the annual bonus for Senior Management; and

ii) remove personal objectives from the Executive Directors’ annual bonus scheme to increase focus on the metrics required to drive the
strategy of the business and the return of value to shareholders.

The Committee will continue to have an overriding discretion in respect of any bonus payh’]ent in accordance with its Remuneration Policy. In
addition, any bonus awarded for FY20 will be subject to the new Malus and Clawback provisions set out on page 101.

LTPP

The Committee has agreed to grant an LTPP award to Executive Directors in FY20 {2019/20 LTPP] in line with that set out in the Policy. The
Committee is cognisant that such an award should be subject to performance targets which are stretching and challenging whilst atigned
with the short and long term performance of the Group and the interests of shareholders. Accordingly, the Committee has agreed that three
independent performance conditions: TSR, EPS and Underlying ROCE, will apply to the 2019/20 LTPP and will be measured as follows:

Weighting Below
(of total  threshold Threshold Maximum
Performance condition Reason selected award) (0% vesting) (25% vesting)  (100% vesting)
TSR against a 50+/50- To ensure that the comparator group remains 20% Below Median Upper
comparator group. current and relevant whilst factoring in the median quartile
continued movement in the Company’s market
capitalisation.
TSR against a To ensure rewards are linked to outperformance 20% Below Index Index
housebuilder index'. of our peers. index average of average
average of  peer group +8%
peer group per annum
Absolute EPS for the To ensure efficient and effective management 20% below 76 pence 85 pence
financial year ending of our business and align interests with those 76 pence
30 June 2022. of shareholders.
Underlying ROCE for To ensure efficient and effective management 40% below 19% 22%
the financial year ending of our business and atign interests with those 19%
30 June 2022. of shareholders.

1 The housebuilder index will comprise: Bellway, Berkeley Group, Bovis Homes Group, Countryside Properties, Crest Nicholson, Galliford Try, Persimmon, Redrow and
Taylor Wimpey.

Vesting will be on a straight-line basis between threshold and maximum. In addition, all LTPP awards are subject to overriding Committee
discretion, as set out in the Policy table on page 99.

The 2019/20 LTPP will also be subject to the new Malus and Clawback provisions set out on page 101 and a two-year holding period.
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Remuneration report
Annual report on remuneration continued

Non-Executive Directors’ fees

Given that all Non-Executive Directors sit on the Committee, a sub-committee comprising the Chairman and the three Executive Directors
was established to review Non-Executive Directors’ fees and to make any recommendations to the Board. It was concluded that in order to
ensure that the base fees remain competitive in the market, they should be increased by 2.5% to £332,561 per annum for the Chairman and
£63,345 per annum for each of the Non-Executive Directors with effect from 1 July 2019. The additional fees for the Chairs of the Committees
and the Senior Independent Director remain unchanged. Accordingly, the annual fees payable to the Non-Executive Chairman and Non-
Executive Directors with effect from 1 July 2019 are as follows:

Table 14 - Non-Executive Directors’ fees

Fee as at Fee as at

1July 2019 1July 2018

Role €000 £000
Chairman (2.5% increase) 333 325
Non-Executive Director base fee [2.5% increase) 63 62
Chairman of Audit Committee (no increase] 12 12
Chairman of Remuneration Committee [no increase) 12 12
Chairman of Safety, Health and Environmental Committee (no increase) 6 )
Senior Independent Director {no increase) 8 8

Directors’ remuneration outcomes for the year ended 30 June 2019

Single figure of remuneration
The total remuneration for each of the Directors for the financial year ended 30 June 2019 is as set out in Tables 15 and 16 below:

Table 15 - Executive Directors’ single figure of remuneration (Audited)

Benefits' Sharesave Total variable 2019 2018
Salary [taxable) Pension benefits Total fixed pay  Annual bonus? LTPP scheme pay Total  Total
€000 €000 €000 €000 £000 £000 €000 £000 £000 €000
2018/19 2017/18 2018/19 2017/18 2018/19 2017/18 2018/19 2017/18 2018/19 2017/18 2018/19° 2017/18* 2018/195 2017/18% 2018/19 2017/18
David
Thomas 739 717 25 26 185 179 949 922 1,066 992 1598 806 - - 2664 1,798 3613 2720
Steven

Boyes 585 568 41 40 146 142 772 750 872 828 1,265 438 10 6 2147 1,472 2919 2222

Jessica . :
White 412 400 16 20 62 60 490 480 615 583 98 60 - 6 713 649 1,203 1129

Total 1,736 1,685 82 86 393 381 2,211 2,152 2,553 2,403 2961 1,504 10 12 5524 3,919 7735 6,071

Benefits [taxable] include the provision of a company car or car allowance, private medical insurance, some telephone costs and contributions towards obtaining
independent financial advice.

~

Annual bonus includes amounts deferred for David Thomas, Steven Boyes and Jessica White [see Table 19 on page 110).

@

Performance conditions for the LTPP were tested after 30 June 2019. 92.8% of the award granted to David Thomas and Steven Boyes and 100% of the award granted
to Jessica White is due to vest in October 2019 (see note 1 of Table 20 on page 111 for further details}. The market price of the shares has been calculated based on an
average market value over the three months to 30 June 2019 (£5.89 per share).

-

In accordance with regulatory requirements, the values in this column have been re-calculated using a share price of £4.97 per share being the market value of the
shares on the vesting date. 19 October 2018, as opposed to the market price of £5.53 per share calculated based on an average market vatue over the three months to
30 June 2018 as disclosed in last year's Remuneration report.

«

The Sharesave Scheme granted in April 2015 which matured on 1 July 2018 was subject to no performance measures other than a continued employment condition and
completion of a savings contract. The value is calculated using a share price of £5.15 being the mid-market close price of a share on the date of maturity.

o

The Sharesave Scheme granted in April 2014 which matured on 1 July 2017 was subject to no performance measures other than a continued employment condition and
completion of a savings contract. The value is calculated using a share price of £5.64 being the mid-market close price of a share on the date of maturity.
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Table 16 - Non-Executive Directors’

single figure of remuneration (Audited)

Fees Benefits [taxable) 2019 Total 2018 Total
£000 £000 €000 £000
2018/19 2017/18 2018/192 2017/18°
John Allan 325 315 327 315
Richard Akers 88 80 88 81
Nina Bibby 62 60 62 60
Jock Lennox 74 70 74 70
Sharon White! 62 35 62 35
Total 611 560 613 561

~

Akers, £17 for Nina Bibby and €179 for Sharon White.

w

and E74 for Jock Lennox.

Annual bonus

Sharon White joined the Board on 1 January 2018. Sharon White's fees are paid directly to Ofcom on a monthly basis.

Benefits [taxable) for 2018/19 include expenses incurred in attending the Company’s main corporate office and for 2018/19 are £2,114 for John Allan, £393 for Richard

Benefits (taxable) for 2017/18 include expenses incurred in attending the Company’s main corporate office and for 2017/18 are £372 for John Allan, €769 for Richard Akers

For the year under review, Executive Directors had the potential to earn an annual bonus of up to 150% of base salary, 135% of which is based
on the attainment of Group performance targets and 15% on personal objectives, both of which are linked directly to the Group’s strategy. Any
bonus earned in excess of 100% of base salary is deferred into shares for a period of three years and is subject to a continued employment
condition. All targets, Group and personal, were agreed towards the beginning of the financial year and no Committee discretion has been
exercised in relation to the bonus outcome. The Group performance targets and performance against them for FY19 were as follows:

Table 17 - Annual bonus (Audited)

Potential
bonus Actual Bonus
weighting  performance achieved

Bonus target Strategic objective Targets % of salary  achievement % of salary

Profit before tax Support profitability Threshold: £835.0m 16.50% £909.8m 82.5%

Target: £850.0m 41.25%
Maximum: £900.0m 82.50%

Quality and service To create a quality product Divisions to achieve SHE Audit 22.5% SHE 27/27 21.67%

improvement'? that customers recommend  of 94% and customer service divisions
in a safe way for our recommend score of 90%.
employees and stakeholders Target assessed by number of C_ust(zvgr}ze;

divisions meeting both targets. service 2€
divisions

Strategic objective - margin To deliver an improvement Threshold: 25.8% 7% 26.7% 22.5%

improvement in regional trading margin . 0
to support the profitability of Targ'et. 26.1% 11.25%
our business Maximum: 26.5% 22 5%

Strategic objective - trading To deliver the optimum Threshold: 154 3.0% 163 outlets 7.5%

outlets number of trading outlets to .
ensure growth and delivery of Targ.etA 158 3.75%
our business plan Maximum: 161 7.5%

Personal objectives To focus individuals on See Table 18 3.0% See See
achieving the Group's 7 5% Table 18 Table 18
strategic objectives '

15.0%

V In the case of a material breach of SHE policy or procedures, the SHE Committee retains discretion to recommend the withholding of all or part of the bonus depending

on the nature of the breach.

2 Quality and service metric is pro-rated based on the number of divisions achieving the required standard.
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Remuneration report

Annual report on remuneration continued

Executive Directors’ personal objectives

The FY19 personal objectives for Executive Directors were set to focus on the achievement of the Group’s medium term targets of improving
margin and increasing volume whilst maintaining the Group's focus on high standards of quality and customer service. The individual
objectives and the performance against each is as follows:

Table 18 ~ Executive Directors’ personal objectives - Audited

Potential bonus Bonus
Executive weighting  achieved
Director Personal objectives Assessment/outcome % of salary % of salary
David Thomas Completion volumes
a. To reduce the proportion of completions that Good progress being made with
occur in December and June. 63.4% of completions (excluding 9 0
) . ) ) . 3.75% 0.75%
Proportion of completions excluding December bulk sales) delivered outside of
and June: December and June.
Threshold: 63%; Target: 64%; Maximum: 65%
b. To produce a plan to improve the completion profile Plan completed. 3.75% 3.75%
by FY21, including specific actions and timescales
for delivery, by May 2019.
Low selling sites
a. Improve the sales rate on low selling sites in Steps have been taken to drive sales 3.75% 1.875%
each half year. on low selling sites during the year.
Target (ratio of low selling to top selling sites): The ratio was achieved in H1 but not
H1: 4.2 [based on FY18 H1 performance; in H2 due to improved top selling
H2: 3.7 [based on FY18 H2 performance) site performance.
b. To produce a plan to address the number of low Plan completed. 3.75% 3.75%
selling sites by May 2019, including specific actions
and timescales.
Steven Boyes Timber frame strategy
a. Lead discussions on timber frame supply Achieved, culminating in the 7.5% 7.5%
and potential acquisitions. acquisition of Oregon.
b. Secure supply arrangements with other Achieved. 7.5% 7.5%
suppliers as necessary.
Jessica White Improve balance sheet resilience .
Ratio of total indebtedness [net debt/cash plus land Achieved ratio of total indebtedness 7.5% 7.5%
creditors) to tangible net assets. to tangible net assets of 15.4%.
Threshold: 25.5%; Target: 20.5%; Maximum: 18.5%
Improve ROCE )
Threshold: 25%: Target: 26.5%: Maximum: 28% ROCE is at 29.7%. 7.5% 7.5%

Executive Directors’ deferred bonus

Details of the amount of bonus deferred for each of the Executive Directors are set out in Table 19 below. The number of shares that will be awarded
in respect of the FY19 deferred bonus will be calculated based on the average closing share price for the first five dealing days foltowing the date on
which the Group publishes its FY19 annual results, and will be announced via a Regulatory Information Service when the shares are awarded.

Table 19 - Executive Directors’ deferred bonus

FY19 deferred bonus FY18 deferred bonus
Annual bonus Amount % of Amount
for 2018/19  %of salary % of salary % of salary deferred salary deferred Number of
€000 payable in cash deferred! €000 deferred’ £000 shares??
David Thomas 1,066 144.3 100 443 327 383 275 49,445
Steven Boyes 872 149.2 100 49.2 287 458 260 46,787
Jessica White 615 149.2 100 49.2 203 45.8 183 32,973

The Executive Directors earned between 144.3% and 149.2% of base salary for FY19 and between 138.3% and 145.8% of base salary for FY18. The bonus earned in excess
of 100% of base salary will be deferred into shares.

~

Shares are held in the DBP for a period of three years commencing from the date of the award and subject to a continued employment condition.

w

The number of shares granted during the year were calculated at a share price of £5.56 being the average of the closing middle-market quotations, as derived from
the daily official list of the Stock Exchange, for the first five dealing days following the date of the final results announcement of the Company for the financial year
ended 30 June 2018.
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Long Term Performance Plans

Vesting of 2016/17 LTPP (included in 2019/20 single figure of remuneration] {Audited]
The 2016/17 LTPP award granted on 14 December 2016 was based on performance to the year ended 30 June 2019. As the grant ot this award
was delayed due to the uncertainties surrounding the timing of the UK's departure from the EU, the Committee has agreed that this award

will vest in October 2019, being the date it would vest under normal circumstances. The performance conditions for this award, each of which

has equal weighting, and the resulting vesting levels are as follows:

Table 20 - Vesting of 2016/17 LTPP

Portion  Portion of

of award award
. vesting for vesting
Metric Performance condition Threshold Maximum Actual DT and SB for JW!
EPS Absolute EPS growth for the financial year ended 30 June 2019. 58p 70p Basic 33.3% 50%
EPS
72.6p?
ROCE To increase ROCE. 25% 28% 297% 33.3% 50%
TSR TSR against the 50 companies above and below the Company in Median Upper  Rank of 26.2% N/A
the FTSE index. 25% of this element vests for median performance ranking of quartile 30.3 (TSR
and 100% of this element vests for upper quartile performance 465 (TSR ranking of  of 36.8%)
or above. TSR measured over three financial years with a three- of 19.2%) 2375(TSR
month average at the start and end of the performance period. of 44.2%)
Total level of award vesting 92.8% 100%

In line with other participants below Board and Executive Committee level, on 14 December 2016 Jessica White was awarded an incentive award under the LTPP

equivalent to 50% of her base salary as at 1 July 2016. The performance of this award was based on two performance conditions, EPS and ROCE. The performance period

and the targets were the same as those set for the Board and Executive Committee level except there was no TSR vesting condition.

~

The actual EPS of 73.2 pence has been re-based using the corporation tax rate applicable at the date on which the 2016/17 LTPP targets were set, as the subsequent

reduction to the rate of corporation tax was not performance related. The actual EPS has also been re-based using the same number of shares in issue as used in the
16/17 LTPP targets. The re-based EPS used for the purpose of determining vesting, which is directly comparabte to the 2016/17 LTPP targets, was 72.6 pence.

The Committee considered the underlying financial performance of the Group and was satisfied that given the continued improvement in the
Group's financial results, the above level of vesting of the 2016/17 LTPP was justified. No Committee discretion was exercised in relation to the
LTPP vesting outcome, the gross number of shares to be released to each of the Executive Directors is as follows:

Table 21 - 2016/17 LTPP Vesting outcomes

Number of Number of Number of Estimated

shares at shares to shares to value?

Executive Director grant vest! lapse Total (£000)
David Thomas 292,370 271,319 21,051 271,319 1,598
Steven Boyes 231,387 214,727 16,660 214,727 1,265
Jessica White 16,596 16,596 - 16,596 98

+ The relevant number of shares will be released to each participant as soon as is practicable following the vesting date. For David Thomas and Steven Boyes, the awards

are subject to a two-year hotding period commencing 1 July 2019.

2 The estimated vaiue of the vested shares is based on the average share price during the three months to 30 June 2019 (£5.89 per share).
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Remuneration report
Annual report on remuneration continued

LTPP granted during the year (2018/19 LTPP] (Audited)
On 22 October 2018, the following 2018/19 LTPP awards were granted to Executive Directors:

Table 22 - LTPP granted during the year

% of face
Share price Number of value that
atdate shares over Facevalue of  would vest
Executive Type of Basis of of grant' which award award atthreshold Vesting determined
Director award award granted (pence] was granted (£000) performance by performance over
David Thomas Conditional 200% of satary 5423 272,426 1.477 25
award £738,685 . .
Steven Boyes Conditional 200% of salary 542.3 215,602 1,169 25 Three financial
award £584,607 a0 guRs
. " une 2021
Jessica White Conditional 200% of salary 542.3 151,945 824 25
award £412,000

' Based on the average of the closing prices, as derived from the London Stock Exchange daily official list, for each of the dealing days in the period of three months ending
on 21 October 2018, of £5.42.

The 2018/19 LTPP for Executive Directors is subject to three performance conditions, 40% TSR (half of which is measured against a 50+ / 50-
comparator group and the other half against a housebuilder index), 20% EPS and 40% ROCE. The levels of vesting against TSR are measured
over a three-year period commencing 1 July 2018, and against EPS and ROCE for the financial year ending 30 June 2021. On completion of
the performance period, assuming that shares vest, they will be subject to a further two-year holding period. The Committee agreed that the
2018/19 LTPP will accrue dividend equivalents in accordance with the rules of the scheme. The amount of dividend equivalent to be paid, in
cash, on vesting will be pro-rated in line with the number of shares that actually vest.

The following tables show the targets set on grant for each of the current LTPP awards together with performance to date.

Table 23 - 2017/18 Award performance against targets
The table below shows the potential level of vesting if performance was measured over a two-year period to 30 June 2019:

Level of vesting had

Below Threshold Threshold Maximum Performance as the award vested as
Performance target (0% vesting) {25% vesting) (100% vesting) at 30 June 2019 at 30 June 2019
TSR FTSE! Below median Median Upper quartile Above median 14.9%

Below unweighted Unweighted Unweighted index Above unweighted

TSR Housebuilder? index average index average average +8% p.a. index average 16.9%
EPS <66 pence 66 pence 74 pence 72.6 pence 17.6%
Underlying ROCE <19.0% 19.0% 22.0% 22.7% 40.0%
Total 89.2%

! The comparator group for TSR FTSE is each of the members ranking 50 above and 50 below the Company in the FTSE Index.

2 The housebuilder Index comprises: Bellway, Berkeley Homes, Bovis Homes Group, Countryside Properties, Crest Nicholson, Galliford Try, Persimmon, Redrow and Taylor Wimpey.

The 2017/18 LTPP will also accrue dividend equivalents in line with that set out above for the 2018/19 LTPP.

Barratt Developments PLC Annual Report and Accounts 2019




113

Table 24 - 2018/19 Award performance against targets
Outlined below is the potential tevel of vesting for the 2018/19 LTPP, had the performance period been for one year to 30 June 2019:

Level of vesting had

Below Threshold Threshold Maximum Performance as the award vested as
Performance target (0 % vesting) (25% vesting) (100% vesting) at 30 June 2019 at 30 June 2019
TSR FTSE! Below median Median Upper quartile Upper quartile 20.0%

Below unweighted Unweighted Unweighted index Above unweighted

TSR Housebuilder? index average index average average +8% p.a. index average +8% p.a. 20.0%
EPS <75 pence 75 pence 84 pence 72.6 pence 1.0%
Underlying ROCE <19.0% 19.0% 22.0% 22.7% 40.0%
Total 81.0%

' The comparator group for TSR FTSE is each of the members ranking 50 above and 50 below the Company in the FTSE Index.

2 The housebuilder Index comprises: Bellway, Berkeley Homes, Bovis Homes Group, Countryside Properties, Crest Nicholson, Galliford Try, Persimmon, Redrow and Taylor

Wimpey.

Statement of Directors’ shareholding
and share interests (Audited)

For the financial year ended 30 June 2019
Executive Directors were required to hold
shares in the Company equivalent in value
to 200% of salary. The Executive Directors
are expected to meet this requirement no
later than the fifth anniversary of joining the
Board, with progress being made towards
its achievement throughout the period.

The share price used for the purposes of
determining the value of the shares is that
prevailing on 30 June of the given year.
Participants who have not built up the
required level of shareholding by the fifth
anniversary of joining the Board, will not be
eligible for inclusion in future share-based
incentive schemes. In addition, they will

not be allowed to sell any of the net of tax
shares released from incentive schemes
until they reach the levels specified, unless
exceptional circumstances exist in the
opinion of the Committee. The Committee
retains discretion to adjust the length

of time in which the required amount of
shareholding needs to be accrued in order to
adjust for events out of the Director’s control.
The Committee reserves the right to amend

the percentage holding required by the Chief
Executive and the other Executive Directors
depending on market conditions and best
practice guidance.

At 30 June 2019, both David Thomas and
Steven Boyes have met the shareholding
requirement. Jessica White has until 21 June
2022 to meet the shareholding requirement.
To be classified as a ‘good leaver’ in the
event they decide to teave the Company, the
Chief Executive and other Executive Directors
will be required to commit to retaining a total
holding in the Company’s shares of 100%
and 75% (respectively) of the value of their
final salaries for two years after they leave.

It is the Committee’s intention during FY20 to
review its policy on shareholding guidelines
for Executive Directors leaving the Company,
taking into consideration recent changes to
market practice and investor guidelines.

The interests of the Directors serving during
the financial year and their Connected
Persons in the ordinary share capital of the
Company at the beginning and end of the
year are shown in Table 25. On 1 July 2019,
4,297 of David Thomas' Sharesave options
vested, and on 22 July 2019 the Company
was notified that David Thomas exercised his
option over these shares and retained all of
them. On 30 July 2019, David Thomas sold
500,000 shares. No other notification has
been received of any change in the interests
shown during the period 30 June 2019 to

2 September 2019 inclusive.
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Remuneration report

Annual report on remuneration continued

Table 25 - Directors’ interests in shares as

at 30 June 2019 (Audited)

Other shares held Options Shareholding requirements
Interests  Interests not
subject to subject to
performance  performance Interestsin  Shareholding Current Shareholding
Beneficially conditions conditions Sharesave requirement shareholding requirement
owned (LTPP) (DBP) options' % salary % salary* met?
Executive Directors '
David Thomas? 1,318,891 791,103 167,129 10,299 200% 1,153% Y
Steven Boyes?® 752,352 626,092 139,924 3,943 200% 875% Y
Jessica White 59,041 294,763 33,731 6,465 200% 129% N>
Non-Executive Directors
John Allan 76,705
Richard Akers 60,000 ) . .
Nina Bibby 8,500 The Chairman and Non-Execptive Directors are not awaljded incentive shares and
are not subject to a sharehotding requirement

Jock Lennox 10,000
Sharon White -

are provided on page 113.

~

All of these options were unvested at 30 June 2019. On 1 July 2019, 4,297 of David Thomas’ Sharesave options vested. Details of his subsequent exercise of these options

David Thomas was granted 2,890 Sharesave options during the year. The option price of the award was £5.19, representing an approximate 15% discount on the average

share price for the five business days immediatety before the invitation to participate in the award (£6.11). The number of shares granted was based on the option price
and the total savings amount forecast at the end of the five-year savings period. The face value of the options based on the average share price above was £17,658. There
are no performance targets associated with this award. The shares are exercisable between 1 July 2024 and 31 December 2024,

w

exercise was £5.29, giving an aggregate gain of £1,651.

-~

o

All conditional awards and share options are
subject to an overriding Committee discretion,
in that the Committee must be satisfied that the
underlying financial performance of the Group
over the performance period warrants the

level of vesting as determined by applying the
relevant targets. If the Committee is not of this
view, it has the authority to reduce the level of
vesting, including to nil, as it deems appropriate.

Executive Directors’ pension
arrangements

The Company’s pension policy for Executive
Directors is that on joining the Group they
will be auto-enrolled unless they choose to
opt out. On opting out, the Executive Director
may choose to receive a cash supplement
[which does not count for incentive purposes)
and/or participate in the Company’s defined
contribution money purchase pension plan.
Each Executive Director has opted to receive
a cash supplement in lieu of pension. For
FY19, David Thomas and Steven Boyes
received an amount equal to 25% of base
salary in line with market practice at the
time of their appointment. Jessica White
received an amount equal to 15% of base

salary in line with Remuneration Policy for
new Executive Directors at the date of her
appeointment. Only the base salary element
of a Director’s remuneration is pensionable.

As part of the upcoming policy review,
the Committee will consider pension
contributions (or cash supplements) for
existing Executive Directors.

Defined benefit section

Steven Boyes was a deferred member of
the defined benefit section of the Barratt
Group Pension and Life Assurance Scheme
(the "Scheme’) during the year ended

30 June 2019.

The Scheme was closed to new entrants

in 2001 and on 30 June 2009, the Company
exercised its consent under the rules of

the Scheme and agreed to cease offering
future accrual of defined benefits for current
members. Members of the Scheme became
eligible to join the defined contribution
money purchase section of the Scheme with
effect from 1 July 2009.

On 30 July 2018, Steven Boyes exercised his option to purchase 2,013 Sharesave shares, all of which he retained. The exercise price was £4.47 and the price on the date of

The share price used for the purposes of determining the value of the shares is £5.73, being the mid market closing price on 30 June 2019.

Jessica White was appointed to the Board on 22 June 2017 and has five years from this date to meet the shareholding requirement.

Until 30 June 2009, Steven Boyes was an
active member of the defined benefit section
of the Scheme. His entitlement was based on
a 1/60 accrual rate and a normal retirement
age of 65. This benefit became deferred on
30 June 2009 and it will be revalued over

the period from that date to retirement in
line with the Scheme Rules. Steven Boyes’
accrued pension as at 30 June 2019 was
£61,982 per annum. Steven Boyes may take
early retirement from age 55, subject to him
meeting certain legislative restrictions, but
the accrued pension will be reduced to take
account of its earty repayment.

Since 1 July 2009, Steven Boyes has been
entitled to receive a cash supplement which
is currently equal to 25% of his base salary
per annum.

The previous full actuarial valuation of the
Scheme as at 30 November 2016 showed a
deficit of £69.3m calculated on the basis of
the Scheme’s technical provisions. In order
to address the deficit, the Board agreed to
increase its annual contribution from £9.5m
to £14.5m for a period of three years from

1 April 2017. Thereafter contributions of
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£10.0m per annum are to be made until the
Scheme is fully funded. An additional one-
off contribution of £4.5m was made by the
Company on 22 January 2019. The valuation
for the Financial Statements was updated as
at 30 June 2019 by a qualified independent
actuary and a surplus of £62.6m (2018:
surplus of £58.7m) is included in the Group
Balance Sheet as shown in note 6.2.2 of the
Financial Statements.

Chief Executive’s relative pay

Members of the Scheme are also eligible for
an insured tump sum on death in service in
accordance with their terms of employment.
Current employees who were members of
the defined benefit section of the Scheme at
closure also retain their dependants’ pension
entitlements.

No excess retirement benefits have been
paid to or are receivable by current and/or
past Directors in respect of their qualifying
services during the financial year and there
are no arrangements in place that guarantee
pensions with limited or no abatement on
severance or early retirement.

Payments to former Directors
(Audited)
No payments were made to any former

Directors during the year ended 30 June
2019 {30 June 2018: Enil).

Payments for loss of office [Audited)

No payments were made in respect of loss
of office during the year ended 30 June 2019
(30 June 2018: £nil.

Table 26 sets out: (i) the total pay, calculated in line with the single figure methodology; [ii] the annual bonus payout as a percentage
of maximum; and {iii) LTI vesting level for the Chief Executive over a ten-year period (David Thomas for FY16 to FY19 and Mark Clare for

FY10 to FY15):

Table 26 - Chief Executive’s pay (Audited)

Ten years to 30 June 2019

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Chief Executive's total pay {£000) 1,417 1,220 2,099 4,310 6,430 7,363 3,155 3,331 2,720 3,613
Bonus outturn (as a percentage
of maximum opportunity) 90.2 36.6 99.2 100.0 100.0 93.2 97.4 97.5 92.2 96.2
LTI vesting (as a percentage
of maximum award] 0.0 0.0 32.8 73.9 95.8 100.0 100.0 100.0 76.4 92.8
TSR performance graph

The graph below, prepared in accordance with the regutations, shows the TSR performance over the last ten years against the FTSE 100 and
against an unweighted index of listed housebuilders. The Board has chosen these comparative indices as the Group and its major competitors
are constituents of one or both of these indices. The TSR has been calculated using a fair method in accordance with the regutations.
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Remuneration report

Annual report on remuneration continued

Percentage change in remuneration of Chief Executive
compared to employees

Table 27 shows the percentage change in salary, benefits and annual
bonus earned by the Director undertaking the role of Chief Executive
on 30 June 2018 and 30 June 2019, compared to that of the average
pay of all employees of the Group.

Table 27 - Percentage change in remuneration

Annual

Salary Benefits bonus

% change % change % change

Chief Executive - 31 -38 7.5
Average pay of all

employees 2.9 7.4 2.9

Chief Executive pay ratio

Table 28 below compares the 2019 single total figure of remuneration
for the Chief Executive with that of the Group employees who are paid
at the 25th percentile {lower quartile), 50th percentile {median) and
75th percentile (upper quartile] of its UK employee population.

Table 28 - Chief Executive pay ratio

2019
Method Option B
25th percentile pay ratio 123:1
Median pay ratio 88:1
75th percentite pay ratio 59:1

The remuneration figures for the employee at each quartile were
determined with reference to 30 June 2019.

Under Option B of The Companies (Miscellaneous Reporting)
Regulations 2018, the latest available gender pay gap data |i.e. from
April 2019) was used to identify the best equivalent for three Group
UK employees whose hourly rates of pay were at the 25th, 50th and
75th percentiles for the Group. A full-time equivalent total pay and
benefits figure for the 2018/19 financial year was then calculated
for each of those employees. This was also sense checked against
a sample of employees with hourly pay rates either side of the
identified individuals to ensure that the appropriate representative
employee had been selected. The pay ratios outlined above were then
calculated as the ratio of the Chief Executive’s single figure to the
total pay and benefits of each of these employees.

As explained above, a small group of employees either side of the
quartile points identified from the gender pay gap data were also
considered to ensure that the identified employees reflect the best
equivalents for each quartile. Each employee’s pay and benefits were
calculated using each element of employee remuneration on a full-time
basis, consistent with the Chief Executive. No adjustments {other

than the approximate up-rating of pay etements to achieve full-time
equivalent rates) were made and no components of pay have been
omitted.

The table below sets out the salary and total pay and benefits for the
three identified quartile point employees:

25th percentile  Median 75th percentile

(P25) (P50) |P75)
Salary €27125  £34,490 £52,165
Total pay and benefits £29.345  £40,887 £60.881

The Committee considers that the median Chief Executive pay

ratio is consistent with the relative roles and responsibilities of the
Chief Executive and the identified employee. Base salaries of all
employees, including our Executive Directors, are set with reference
to a range of factors, including market practice, experience and
performance in role. The Chief Executive’s remuneration package is
weighted towards variable pay (including the annual bonus and LTPP)
due to the nature of the role, and this means the ratio is likely to
fluctuate depending on the outcomes of incentive ptans in each year.

The Committee also recagnises that, due to the nature of the Group's
business and the ways in which we employ individuals, the flexibility
permitted within the regulations for identifying and calculating

the total pay and benefits for employees, as well as differences in
employment and remuneration models between companies, the
ratios reported above may not be comparable to those reported by
other companies.
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Relative importance of spend on pay

The following table shows the Group's actual spend on pay [for all
employees] relative to dividends and profit from operations:

Table 29 - Relative importance of spend on pay

2019 2018 %
€m Em change

Staff costs lincluding
Executive Directors)' 4271 390.5 9.4
Profit from operations? 901.1 862.6 4.5
Total capital return® 469.2° 442.2 6.1

See note 6.1 to the Financial Statements.

~

Profit from operations has been chosen as a metric to compare against as it
shows how spend on pay is linked to the Group’s operating performance.

3 Includes interim dividend of 9.6 pence per share paid on 7 May 2019 to those
shareholders on the register as at the close of business on 12 April 2019 and
a final dividend of 19.5 pence per share and a special dividend of 17.3 pence
per share, the value of which has been calculated on the number of shares in
issue as at 30 June 2019. The final dividend and special dividend, if approved
by shareholders at the 2019 AGM, will be paid on 5 November 2019 to those
shareholders on the register at the close of business on 11 October 2019.

Non-executive directorships

Details of the Group's policy on non-executive directorships held

by Executive Directors is given in the summary of Directors’
Remuneration Policy on page 103. Neither Steven Boyes nor Jessica
White held any non-executive directorships with other companies
during the year. David Thomas joined the board of the HBF as a
non-executive director on 26 April 2018 for which he does not receive
a fee.

Statement of shareholding vote at AGM

The latest resolution to approve the Directors’ Remuneration Policy
(binding vole to remain in place for three years following its approval
by shareholders] was proposed to shareholders at the 2017 AGM and
the following votes were received:

Table 30 - Vote on Remuneration Policy - 2017 AGM

Number of votes % votes cast

Votes cast in favour 687,989,418 98.78
Votes cast against 8,526,959 1.22
Total votes cast 696,516,377 100.00
Votes withheld 2,232,003 -

At the 2018 AGM, a resolution was proposed to shareholders to
approve the Annual report on remuneration (advisory vote] for the
year ended 30 June 2018 (Table 31) for which the following votes

were received:

Table 31 - Vote on Remuneration report - 2018 AGM

Number of votes % votes cast

Votes cast in favour 665,895,729 98.64
Votes cast against 9,199,633 1.36
Total votes cast 675,095,362 100.00
Votes withheld 210,125 -

This Remuneration report was approved by the Board on
3 September 2019 and signed on its behalf by:

Richard Akers
Non-Executive Director

3 September 2019
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Other statutory disclosures

Directors’ Report

The Directors’ Report for the financial year
ended 30 June 2019 comprises pages 66

to 122 inclusive, together with the sections
incorporated by reference. Any matters on
which the Directors are required to report
annually, but which do not appear in any other
section of this report, are detailed, below.

Dividends and distributions

Subject to the provisions of the Act, the
Company may, by ordinary resolution, from
time to time declare dividends for payment to
the holders of the ordinary shares of

10 pence each, of an amount which does not
exceed the amount recommended by the
Board. Taking into account current market
and shareholder expectations, our dividend
policy is to pay a full year dividend covered 2.5
times by earnings as well as special returns
when the financial position of the Company
justifies the payment, subject to shareholder
approval. The special returns can be made
through share buybacks, special dividends,
or a combination of both. The Board may pay
interim dividends, and also any fixed rate
dividends, whenever the financial position

of the Company justifies their payment in

the opinion of the Board. If the Board acts in
good faith, it is not liable to holders of shares
with preferred or pari passu rights for losses
arising from the payment of interim or fixed
dividends on other shares. The Board may
withhold payment of all or any part of any
dividends or other monies payable in respect
of the Company’s shares from a person with
a 0.25% interest (as defined in the Articles) if
such person has been served with a restriction
notice after failure to provide the Company
with information concerning interests in those
shares required to be provided under the Act.

Results and dividends

The profit from continuing activities for
the year ended 30 June 2019 was £739.4m
(2018: £671.5m).

An interim dividend of 9.6 pence per share
was paid on 7 May 2019 to those shareholders
on the register as at close of business on

12 April 2019 (2018: 8.6 pence per share).

The Directors recommend the payment

of a final dividend of 19.5 pence per share
(2018: 17.9 pence per share] in respect of the
financial year ended 30 June 2019.

The Directors atso recommend the payment
of a special dividend of 17.3 pence per share
[2018: 17.3 pence per share) under the Capital
Return Plan (see pages 18 and 19 for further
details].

Both the final dividend and the special
dividend will, subject to shareholder approval
at the 2019 AGM, be paid on 5 November
2019 to those shareholders on the register

at the close of business on 11 October 2019.
If approved, the total dividend (including the
special dividend) for FY19 is 46.4 pence per
share (2018: 43.8 pence per share).

Strategic Report

The Group's Strategic Report is set out on
pages 1 to 65 of this Annual Report and
Accounts and contains certain disclosures
required to be contained in the Directors’
Report as follows: details of the Group's
greenhouse gas emissions (pages 52 and
53); our approach to diversity and details
of diversity within the Group together with
the application of employment policies

to disabled persons (pages 44 and 45);
involvement of and engagement with our
employees (pages 24 to 26); an indication
of likely future developments in the Group
including in the field of research and
development [pages 38 and 41) and the
Group’s Risk management and Principal
risks [pages 57 to 64).

The Company has also published its
statement in line with the UK Modern
Slavery Act 2015, detailing the steps the
Group is taking to mitigate the risk of
modern slavery occurring in its supply
chain and business operations. Bespoke
training has been delivered to key teams
and supply chain partners in order to build
awareness and strengthen due diligence
processes, including participation in the
Supply Chain Sustainability School's special
interest group on the Modern Slavery

Act 2015. This statement can be found at
www.barrattdevelopments.co.uk/
sustainability/our-policies.

The Company has also published its

second Gender Pay Gap Report in line

with the Equality Act 2010 {Gender

Pay Gap Information) Regutations

2017. The full report can be found at
www.barrattdevelopments.co.uk/
sustainability/our-publications and a
summary is provided in the Strategic Report
on page 45.

In addition, details of the Company's approach
to dealing with environmental issues in its
operations and the impact of and management
of risks associated with ESG matters are
contained throughout the Strategic Report on
pages 2 to 65, in addition to being found in the

sustainability section of the Company’'s website.

The Group's financial assets and financial
liabilities are detailed in note 5.3 to the
Financial Statements. Details of the Group’s
liquidity, market price, credit and cash flow
risks are set out in note 5.4 to the Financial
Statements.

Annual General Meeting

The 2019 AGM will be held at The Royal
College of Physicians, 11 St Andrews

Place, Regent’s Park, London NW1 4LE

on Wednesday, 16 October 2019 at 12 noon.
The notice convening the 2019 AGM is set out
in a separate letter to shareholders.

Directors and their interests

Details of the Directors who held office
during the financial year ended 30 June 2019
and as at the date of this report can be found
on pages 68 and 69.

The beneficial interests of the Directors and
their Connected Persons in the ordinary
share capital of the Company, together with
the interests of the Executive Directors in
share options and awards of shares as at
30 June 2019, and as at the date of this
report are disclosed in the Remuneration
report in Table 25 on page 114.

At no time during or at the end of the year
did any Director have a material interest in
a contract of significance in relation to the
business of the Group.

Appointment and removal
of Directors

In accordance with the Articles there shall
be no less than two and no more than 15
Directors appointed to the Board at any
one time. Directors may be appointed by
the Company by ordinary resolution or by
the Board. The Board may from time to
time appoint one or more Directors to hold
employment or executive office for such
period (subject to the Act) and on such terms
as they may determine and may revoke or
terminate any such appointment. Directors
are not subject to a maximum age limit.

In addition to the power under the Act for -
shareholders to remove any Director by
ordinary resolution upon the giving of special
notice, under the Articles the Company
may, by special resolution, remove any
Director before the expiration of their term
of office. The office of Director shall be
vacated if: (i] they resign or offer to resign
and the Board resolves to accept such offer;
(i) their resignation is requested by all of
the other Directors and all of the other

Barratt Developments PLC Annual Report and Accounts 2019




119

Directors are not less than three in number;
(iii) they are or have been suffering from
mental or physical il health; (iv) they are
absent without permission of the Board from
meetings of the Board for six consecutive
months and the Board resolves that their
office is vacated; (v] they become bankrupt
or compound with their creditors generally;
(vi] they are prohibited by law from being a
Director; [vii] they cease to be a Director by
virtue of the Act; or [viii] they are removed
from office pursuant to the Articles.

Details relating to the retirement, election
and re-election of Directors at each AGM
can be found in the Nomination Committee
report on page 82.

Powers of the Directors

Subject to the Articles, the Act and any
directions given by special resolution, the
business of the Company is ultimately
managed by the Board who may exercise

all the powers of the Company, whether
relating to the management of the business
of the Company or otherwise. In particular,
the Board may exercise all the powers of the
Company to borrow money and to mortgage
or charge any of its undertakings, property,
assets and uncalled capital and to issue
debentures and other securities and to give
security for any debt, liability or obligation of
the Company to any third party.

Qualifying third party
indemnity provisions

At the date of this Annual Report and
Accounts, there are qualifying third party
indemnity provisions governed by the Act
which are or were in place during the
financial year, under which the Company has
agreed to indemnify the Directors, former
Directors and the Company Secretary,
together with those who have held or hold
these positions as officers of other Group
companies or of associate or affiliated
companies and members of the Executive
Committee, to the extent permitted by law
and the Articles, against all liability arising in
respect of any act or omission in the course
of performing their duties. In addition, the
*Company maintains directors’” and officers’
liability insurance for each Director of the
Group and its associated companies.

No Director of the Company or of any
associated company shall be accountable to
the Company or the members for any benefit
provided pursuant to the Articles and receipt
of any such benefit shall not disqualify any
person from being or becoming a Director of
the Company.

Related party transactions

The Board and certain members of Senior
Management are related parties within
the definition of IAS 24 (Revised) ‘Related
Party Disclosures’ ['IAS 24°) and the Board
are related parties within the definition

of Chapter 11 of the UK Listing Rules
[‘Chapter 11'). There is no difference
between transactions with key personnel
of the Company and transactions with key
personnel of the Group.

During the year, the Group did not enter into
any transaction which, for the purposes of
JAS 24, is considered to be a ‘related party
transaction’.

No related party transactions that require
disclosure have been entered into during the
year under review.

Disclosure of information to auditor

So far as each of the Directors is aware,
there is no relevant audit information (that
is, information needed by the Company’s
auditor in connection with preparing its
report} of which the Company’s auditor

is not aware.

Each Director has taken all reasonable
steps that they ought to have taken in
accordance with their duty as a Director

to make themselves aware of any relevant
audit information and to ensure that

the Company’s auditor is aware of that
information. This confirmation is given and
should be interpreted in accordance with
the provisions of section 418(2) of the Act.

Political donations and expenditure

Our policy is that the Group will not make
donations to any political party. However,

the definition of political donations under
the Companies Act 2006 is very broad.
During FY19, it was agreed that the Chief
Executive would present to the Conservative
Councillors’ Association annual conference
about the Group and issues facing the
housing industry. The Company paid £7,000
to sponsor the dinner attended by around 200
people at which this presentation took place.

Offices

The Group had 27 offices (excluding non-
housebuilding divisions and those offices
undertaking an administrative function
only] located throughout Britain at the
end of the financial year. The Group also
has representative offices in Beijing and
Shanghai, China. A full list of the Group’s
offices and their locations can be obtained
from the Company Secretary at the
Company’s registered office or from its
website www.barrattdevelopments.co.uk.

Capital structure

The Company has a single class of share
capital which is divided into ordinary shares
of 10 pence each. All issued shares are in
registered form and are fully paid. Details

of the Company’s issued share capital and
of the movements in the share capital during
the year can be found on page 179. Subject to
the Articles, the Act and other shareholders’
rights, shares are at the disposal of the
Board. At each AGM the Board seeks
authorisation from its shareholders to allot
shares. At the AGM held on 17 October 2018,
the Directors were given authority to allot
shares up to a nominal value of £33,796,799
(representing one-third of the nominal value
of the Company’s issued share capital as

at 7 September 2018), such authority to
remain valid until the end of the 2020 AGM
or, if earlier, until the close of business on
17 January 2021. A resolution to renew this
authority will be proposed at the 2019 AGM.
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Other statutory disclosures

continued

Rights and obligations
attaching to shares

Subject to any rights attached to existing
shares, shares may be issued with such
rights and restrictions as the Company may
by ordinary resolution decide, or (if there is no
such resolution or so far as it does not make
specific provision] as the Board may decide.

Subject to the Act, the Articles specify that
rights attached to any existing class of
shares may be varied either with the written
consent of the holders of not less than
three-fourths in nominal value of the issued
shares of that class (excluding any shares of
that class held as treasury shares), or with
the sanction of a special resolution passed
at a separate general meeting of the holders
of those shares. The rights conferred upon
the holders of any shares shall not, unless
otherwise expressly provided in the rights
attaching to those shares, be deemed to be
varied by the creation or issue of further
shares ranking pari passu with them.

Details of restrictions of voting rights are
provided in the Notice of AGM.

Transfer of shares

Shares in the Company may be in
uncertificated or certificated form. Title to
uncertificated shares may be transferred by
means of a relevant system and certificated
shares may be transferred by an instrument
of transfer as approved by the Board. The
transferor of a share is deemed to remain the
holder untit the transferee’s name is entered
into the Company'’s register of members.

There are no restrictions on the transfer of
shares except as follows. The Board may,

in its absolute discretion and without giving
any reason, decline to register any transfer
of any share which is not a fully paid share.
Registration of a transfer of an uncertificated
share may be refused in the circumstances
set out in the uncertificated securities rules
(as defined in the Articles) and where, in the
case of a transfer to joint holders, the number
of joint holders to whom the uncertificated
share is to be transferred exceeds four.

The Board may decline to register a transfer
of a certificated share unless the instrument
of transfer: (i) is duly stamped or certified

or otherwise shown to the satisfaction

of the Board to be exempt from stamp

duty and is accompanied by the relevant
share certificate and such other evidence

of the right to transfer as the Board may
reasonably require; (il is in respect of only

one class of share; (iii) if joint transferees,
is in favour of not more than four such
transferees; or (iv) where the transfer is
requested by a person with a 0.25% interest
(as defined in the Articles] if such a person
has been served with a restriction notice
after failure to provide the Company with
information concerning interests in those
shares required to be provided under the Act,
unless the transfer is shown to the Board
to be pursuant to an arm’s length sale (as
defined in the Articles).

There are no special control rights in relation
to the Company’s shares and the Company

is not aware of any agreements between
holders of securities that may result in
restrictions on the transfer of securities.

Shareholder authority for
purchase of own shares

At the Company’s AGM held on 17 October
2018, shareholders gave authority to the
Company to buy back up to an aggregate of
101,390,390 ordinary shares {representing
10% of the Company's issued share capital).
This authority is valid until the end of the
2019 AGM or, if earlier, until the close of
business on 17 January 2020. Under the
authority there is a minimum and maximum
price to be paid for such shares. Any shares
which are bought back may be held as
treasury shares or, if not so held, will be
cancelled immediately upon completion

of the purchase, thereby reducing the
Company’s issued share capital.

No purchases had been made under this
authority as at the date of this Annual Report
and Accounts. A resolution renewing the
authority will be proposed at the 2019 AGM.

Shareholder arrangements to
waive dividends

The EBT holds ordinary shares in the
Company for the purpose of satisfying
options and awards that have been granted
under the various employee share schemes
operated.by the Company. Details of the
shares so held are set out on page 179.

The EBT has agreed to waive all or any
future right to dividend payments on shares
held within the EBT and these shares do
not count in the calculation of the weighted
average number of shares used to calculate
EPS until such time as they are vested to
the relevant employee. This waiver does not
apply to any shares held under an award to
which dividend equivalents apply.

The Trustees of the EBT may vote or abstain
from voting on shares held in the EBT in any
way they think fit and in doing so may take
into account both financial and non-financial
interests of the beneficiaries of the EBT or
their dependants.

Relations with other capital providers

The Board recognises the contribution made
by other providers of capital to the Group

and welcomes the views of such providers in
relation to the Group’s approach to corporate
governance. Further information is provided
in the Stakeholder engagement section of
the Strategic Report on page 29.

Employee share schemes

Details of employee share schemes are set
out in note 6.3 to the Financial Statements.
Details of long term incentive schemes for
the Directors are shown in the Remuneration
report on pages 111 to 114.

Articles of Association

The Company’s Articles contain regulations
which deal with matters such as the
appointment and removal of Directors,
Directors’ interests and proceedings

at general and Board meetings. Any
amendments to the Articles may be made
in accordance with the provisions of the
Companies Act 2006 by way of a special
resolution at a general meeting.

Approach to tax and tax governance

For all taxes, it is the Group's aim to ensure
it accurately calculates and pays the tax that
is due at the correct time. Whilst the Group
does seek to minimise its tax liabilities
through the use of legitimate routine

tax planning, it does not participate in
aggressive tax planning schemes. The Group
also seeks to be transparent in its dealings
with HMRC and has regular dialogue with
its representatives to discuss both
developments in the business and the
ongoing tax position. In accordance with

UK legislation, we have published details

of our tax strategy and this can be found

at www.barrattdevelopments.co.uk.

The Chief Financial Officer retains overall
responsibility for oversight of the tax affairs
of the Group. Jessica White, Chief Financial
Officer, was Senior Accounting Officer
throughout the year ended 30 June 2019.
The Senior Accounting Officer receives
regular updates on tax matters. In addition,
taxation is discussed by the Audit Committee
at least annually.
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Significant agreements with change
of control provisions

The following significant agreements as at
30 June 2019 contained provisions entitling
the counterparties to exercise termination
or other rights in the event of a change of
control of the Company:

¢ The RCF agreement dated 14 May 2013
(as amended in December 2014, June
and December 2016 and November
2018) made between, amongst others,
the Company, Lloyds Bank plc [as the
facility agent) and the banks and financial
institutions named therein as lenders (the
‘RCF Agreement’} contains a prepayment
provision at the election of each lender
on change of control. The Company
must notify the facility agent promptly
upon becoming aware of the change of
control. After the occurrence of a change
of control, the facility agent shall (if a
lender so requests within 20 days of being
notified of the change of control] by notice
to the Company, on the date falling 30
days after the change of control, cancel
the commitment of such lender under the
RCF Agreement and declare all amounts
outstanding in respect of such lender
under the RCF Agreement immediately
due and payable. The RCF Agreement
also contains a provision such that,
following a change of control, a lender is
not obliged to fund any further drawdown
of the facility (other than rollover loans].
For these purposes, a ‘change of control’
occurs if any person or group of persons
‘acting in concert’ (as defined in the City
Code on Takeovers and Mergers) gains
control (as defined in the Corporation Tax
Act 2010] of the Company.

¢ The note purchase agreement dated
22 August 2017 in respect of the Group's
£200m privately placed notes contains a
change of control prepayment provision.
Such control provision provides that
promptly after the Company becomes
aware that a change of control has
occurred, (and in any event not later
than ten business days thereafter) the
Company shall notify all the holders
of the notes of the same and give the
noteholders the option to require the
Company to prepay at par all outstanding
amounts [principle and interest) under the
notes. If a noteholder accepts such offer
of prepayment, such prepayment shall
take place on a business day that is not
less than 30 nor more than 60 days after
the Company notified the noteholders
of the change of control. For these

purposes a ‘change of control’ means
the acquisition by a person or a group of
persons ‘acting in concert’ (as defined in
the City Code on Takeovers and Mergers)
such that they gain beneficial ownership
of more than 50% of the issued share
capital of the Company carrying voting
rights. The note purchase agreements
also impose upon the holders customary
restrictions on resale or transfer of the
notes, such as the transfer being subject
to a de minimis amount.

In addition, the Company’s share plans
contain provisions relating to a change of
control. Outstanding awards and options
would normally vest and become exercisable
on a change of control subject to the
satisfaction of any performance conditions
at that time.

There are no other significant agreements
that take effect upon a change of control.

Going concern

In determining the appropriate basis of
preparation of the Financial Statements,
the Directors are required to consider
whether the Group can continue in
operational existence for the foreseeable
future. Accordingly, after making enquiries
and having considered forecasts and
appropriate sensitivities, the Directors
have formed a judgement, at the time of
approving the Financial Statements, that
there is a reasonable expectation that the
Group has adequate resources to continue
in operational existence for the foreseeable
future, being at least 12 months from

the date of these Financial Statements.
[More information on the going concern
judgement can be found in note 1.3 to the
Financial Statements.) For this reason,
they continue to adopt the going concern
basis in the preparation of these Financial
Statements.

On behalf of !h%

Tina Bains
Company Secretary

3 September 2019
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Statement of Directors’ Responsibilities

Financial Statements and accounting
records

The Directors are responsible for preparing
the Annual Report and Accounts including
the Directors’ Remuneration report and the
Financial Statements in accordance with
applicable law and regulations.

Company law requires the Directors to
prepare financial statements for each
financial year. The Directors are required

by the IAS Regulation to prepare the Group
Financial Statements under IFRS as adopted
by the European Union and have also elected
to prepare the Parent Company Financial
Statements in accordance with IFRS.

The Financial Statements are also required
by law to be properly prepared in accordance
with the Companies Act 2006 and Article 4
of the IAS Regulation. 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 Company and the Group and

of the profit or loss of the Company and the
Group for that period.

International Accounting Standard 1 requires
that Financial Statements present fairly

for each financial year the relevant entity’s
financial position, financial performance
and cash flows. This requires the faithful
representation of the effects of transactions,
other events and conditions in accordance
with the definitions and recognition criteria
for assets, liabilities, income and expenses
set out in the International Accounting
Standards Board's ‘Framework for the
preparation and presentation of financial
statements’. In virtually all circumstances,

a fair presentation will be achieved by
compliance with all applicable IFRS.

Directors are also required to:

¢ properly select and apply accounting
policies;

» present information, including accounting
policies, in a manner that provides
relevant, reliable, comparable and
understandable information;

« provide additional disclosures
when compliance with the specific
requirements in IFRS are insufficient to
enable users to understand the impact
of particular transactions, other events
and conditions on the entity’s financial
position and financial performance; and

* make an assessment of the Company’s
and the Group's [as the case may be)
ability to continue as a going concern.

The Directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Company's
and the Group’s transactions on an individual
and consolidated basis and disclose with
reasonable accuracy at any time the financial
position of the Company and the Group and
enable them to ensure that the Financial
Statements comply with the Companies

Act 2006. They are also responsible for
safeguarding the assets of the Company and
the Group and hence for taking reasonable
steps for the prevention and detection of
fraud and other irregularities.

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

Fair, balanced and understandable

The Board considers, on the advice of the
Audit Committee, that the Annual Report
and Accounts, taken as a whole, is fair,
balanced and understandable and provides
the information necessary for shareholders
to assess the Company's and the Group's
position, performance, business model and
strategy.

Directors’ responsibility statement

The Directors confirm that, to the best of
each person’s knowledge:

a) the Group and Parent Company Financial
Statements in this Annual Report and
Accounts, which have been prepared
in accordance with IFRS, Standing
interpretation Committee interpretations
as adopted and endorsed by the European
Union, International Financial Reporting
Interpretations Committee interpretations
and those parts of the Companies Act
2006 applicable to companies reporting
under IFRS, give a true and fair view of the
assets, liabilities, financiat position and
profit or loss of the Company and of the
Group taken as a whole; and

b) the Annual Report and Accounts includes
a fair review of the development and
performance of the business and
the position of the Company and the
Group taken as a whole, together with
a description of the principal risks and
uncertainties they face.

The Directors of the Company and their
functions are listed on pages 68 and 69.
By orderjt e floard i

/

omas Jessica White
Chief Executive Chief Financial
Officer
3 September 2019 3 September 2019

The Directors’ Report from pages 66 to
122 inclusive was approved by the Board
on 3 September 2019 and is signed on

its behalf by% .

Tina Bains
Company Secretary
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Independent Auditor’s Report

to the members of Barratt Developments PLC

Report on the audit of the Financial Statements
Opinion
In our opinion:

* the Financial Statements of Barratt Developments PLC (the ‘Company’) and its subsidiaries (the "‘Group’] give a true and fair view of the
state of the Group's and of the Company’s affairs as at 30 June 2019 and of the Group’s profit for the year then ended;

 the Group Financial Statements have been properly prepared in accordance with International Financial Reporting Standards {IFRSs) as
adopted by the European Union;

* the Company Financial Statements have been properly prepared in accordance with IFRSs as adopted by the European Union and as
applied in accordance with the provisions of the Companies 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, Article 4 of the IAS Regulation.

We have audited the Financial Statements which comprise:

e the Consolidated Income Statement;

¢ the Consolidated Statement of Comprehensive Income;

¢ the Consolidated and Company Statements of Changes in Equity;

¢ the Consolidated and Company Balance Sheets;

¢ the Consolidated and Company Cash Flow Statements; and

¢ the related notes 1to 7.4.

The financial reporting framework that has been applied in their preparation is applicable law and IFRSs as adopted by the European Union
and, as regards the Company Financial Statements, as applied in accordance with the provisions of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK] (ISAs (UK)] and applicable law. Our responsibilities under
those standards are further described in the auditor’s responsibilities for the audit of the Financial Statements section of our report.

We are independent of the Group and the Company in accordance with the ethical requirements that are relevant to our audit of the Financial
Statements in the UK, including the Financial Reporting Council's the 'FRC’s’) Ethical Standard as applied to listed public interest entities,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We confirm that the non-audit services
prohibited by the FRC's Ethical Standard were not provided to the Group or the Company.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Summary of our audit approach

Key audit matters The key audit matter that we identified in the current year was:
* margin recognition

Materiality The materiality that we used for the Group Financial Statements was £44.0m, which was determined on the basis of
5% of statutory profit before tax.

Scoping Our scoping focused on the audit work of the three components, being housebuilding, commercial developments and
joint ventures (JVs). All audit work was completed directly by the Group audit team. This is broadly consistent with the
prior year.

Significant changes  We have refined our key audit matter from last year to focus on margin recognition where there is greater risk. Our
in our approach prior year key audit matter included the valuation of inventory however due to the Group's strong performance and
forecast profitability we do not consider there to be the same level of risk relating to the valuation of the inventory.

In the current year we have identified JVs as a separate component.
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Conclusions relating to going concern, principal risks and viability statement

Going concern

We have reviewed the Directors’ statement in note 1.3 to the Financial Statements about whether they
considered it appropriate to adopt the going concern basis of accounting in preparing them and their
identification of any material uncertainties to the Group’s and Company’s ability to continue to do so over
a period of at least twelve months from the date of approval of the Financial Statements.

We considered as part of our risk assessment the nature of the Group, its business model and related
risks including where relevant the impact of Brexit, the requirements of the applicable financial reporting
framework and the system of internal control. We evaluated the Directors’ assessment of the Group’s
ability to continue as a going concern, including challenging the underlying data and key assumptions
used to make the assessment, and evaluated the Directors’ plans for future actions in relation to their
going concern assessment.

We are required to state whether we have anything material to add or draw attention to in relation to that
statement required by Listing Rule 9.8.6R(3] and report if the statement is materially inconsistent with
our knowledge obtained in the audit.

Going concern is the basis of
preparation of the Financiat
Statements that assumes an
entity will remain in operation
for a period of 12 months
from the start of the Financial
Statements.

We confirm that we have nothing
material to report, add or draw
attention to in respect of these
matters.

Principal risks and viability statement

Based solely on reading the Directors’ statements and considering whether they were consistent with the
knowledge we obtained in the course of the audit, including the knowledge obtained in the evaluation of
the Directors’ assessment of the Group’s and the Company’s ability to continue as a going concern, we
are required to state whether we have anything material to add or draw attention to in relation to:

* the disclosures on pages 5% to 64 that describe the principal risks and explain how they are being
managed or mitigated; .

¢ the Directors’ confirmation on page 57 that they have carried out a robust assessment of the principal
risks facing the Group, including those that would threaten its business model, future performance,
solvency or liquidity; or

¢ the Directors’ explanation on page 65 as to how they have assessed the prospects of the Group,
over what period they have done so and why they consider that period to be appropriate, and their
statement as to whether they have a reasonable expectation that the Group will be able to continue
in operation and meet its liabilities as they fall due over the period of their assessment, including any
related disclosures drawing attention to any necessary qualtifications or assumptions.

We are also required to report whether the Directors’ statement relating to the prospects of the Group
required by Listing Rule 9.8.6R(3) is materially inconsistent with our knowledge obtained in the audit.

Viability means the ability of
the Company to continue over
the time horizon considered
appropriate by the Directors.

We confirm that we have nothing
material to report, add or draw
attention to in respect of the
Directors’ disclosure of principal
risks and viability.
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Independent Auditor’s Report

to the members of Barratt Developments PLC

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the Financial Statements of
the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we identified.
These matters included those which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and
directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the Financial Statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Margin recognition

Key audit matter The Group's valuation and cost allocation framework determines the total profit forecast for each site. This allows the
description land and build costs of a development to be allocated to each individual unit, ensuring the forecast margin per unit
is equalised across a development. This cost allocation framework drives the recognition of costs, and hence profit,
as each unit is sold which is the key judgement in the income statement and is where fraud could potentially occur.
Accordingly, we consider the recognition of cost per unit and therefore the appropriate margin to be a key audit matter.

For each development there is judgement in:

e Estimating the inputs included within a site budget, including future revenues and cost to complete, in order to
determine the level of profit that each unit of the development will deliver;

* Appropriately allocating costs such as shared infrastructure relating to a development so that the gross profit
margin (in percentage terms) achieved on each individual unit is equal;

* Recognising site contingencies and their impact on margin; and

* Recording the variation when a deviation from the initial budget occurs and ensuring such variations are
appropriately recognised.

These judgements impact the profit recognised on each unit sold and reported margin is a key metric for the Group.

Refer to page 88 {Audit Committee Report) and note 2.3 [Financial Statement disclosures including the related critical
accounting judgements and key sources of estimation uncertainty).

How the scope of Our work included the following:
our audit responded
to the key audit
matter

Tested the controls governing site valuations, specifically those relating to the valuation of sites and margin
review;

* Used bespoke analytics to analyse the cost to complete on all sites within plot financials. This enabled us to
analyse disaggregated elements of cost to complete on all the sites and compare against budgeted positions
and Group averages. We performed inquiries and obtained corroborative evidence from divisions for exceptions
identified; '

¢ Attended a number of valuation meetings in all regions across the business to observe and validate the
effectiveness of this critical control and verify that the margin in the Financial Statements is equivalent to the site
valuation;

» Made enquiries of Management to support their assumptions and seek external corroboration including from our
internal real estate specialists, regarding forecast sales prices and costs to complete;

* Assessed the appropriateness and completeness of land equalisation adjustments, including assessing changes
to assumptions from prior periods. Such changes may include contingencies and overage:

* Analysed completions in the period for a sample of sites and compared the achieved margin to the equalised
margin determined within the original budget and the prior year. We also evaluated and assessed significant
variances with Management;

¢ Analysed journal postings and additions made to the inventories balance to highlight any items, which potentially
should have been recorded as an expense. We also tested the valuation of these additions by agreeing to
supporting invoices; and

¢ Assessed a sample of cost busts and savings, where there has been significant variances to the original budgeted
site costs, identified and understood the nature of them.

Key observations Based on the procedures performed, we concluded that the Group’s cost altocation framework appears reasonable
for the intended purpose of recognising appropriate margins on unit completion. The accounting for cost allocation,
both at site start and on an ongoing basis is in line with this framework.
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Our application of materiality

We define materiality as the magnitude of misstatement in the Financial Statements that makes it probable that the economic decisions of
a reasonably knowledgeable person would be changed or intluenced. We use materiality both in ptanning the scope of our audit work and in
evaluating the results of our work.

Based on our professional judgement, we determined materiality for the Financial Statements as a whole as follows:

Group Financial Statements Company Financial Statements
Materiality £44.0m (2018: £41.7m) £39.6m (2018: £35.1m)
Basis for determining 5% of statutory profit before tax in both the current  Our basis for materiality was determined based
materiality and prior year. upon 3% of the Company's net assets capped at
90% of Group materiality.
Rationale for the benchmark Statutory profit before tax was used as this is a key Net assets was used as the benchmark because
applied performance indicator for the Group’s stakeholders it provides a stable basis and there are volatile
and is consistent with the benchmark used for earnings between periods.

comparable companies.

___ Group materiality

PBT £44.0m

£909.8m

__ Component materiality range
£17.6m to £43.5m

Audit Committee reporting threshold

apPsT £2.2m

B Group materiality

Some of the tests in our audit are based on a sampling approach. Given that it is possible there may be undetected errors in the population
not sampled, we set performance materiality at a lower level to reduce the probability that, in aggregate, uncorrected and undetected
misstatements exceed the materiality for the Financial Statements as a whole. Group performance materiality was set at 70% of Group
materiality for the 2019 audit (2018: 70%). In determining performance materiality, we consider factors including:

e our risk assessment, including our assessment of the Group’s overall control environment and that we consider it appropriate to rely on
controls over a number of business processes; and

e our past experience of the audit, which has indicated a low number of corrected and uncorrected misstatements identified in prior periods.

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £2.2m (2018: £2.1m), as well
as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit Committee on
disclosure matters that we identified when assessing the overall presentation of the Financial Statements.

An overview of the scope of our audit

Our Group audit was scoped by obtaining an understanding of the Group and its environment, including Group-wide controls, and assessing
the risks of material misstatement at the Group level. The entire Group is audited by one audit team, ted by the Senior Statutory Auditor.
Controls are common across the Group and there are three identified components, being housebuilding, commerciat developments and joint
ventures, which takes into consideration all of the Group's divisions, as well as the head office consolidation. Consistent with prior years, we
choose to visit a selection of the Group’s divisions, which included the Group’s London housebuilding divisions as well as a sample of non-
London housebuilding divisions across each of the Group's regions, selected on a rotational and risk basis and with reference to their size and
complexity. In the current year we visited six divisions (2018: eight).

We test the internal controls over significant risks, including the key audit matter of margin recognition. We also obtain an understanding

of other key controts which we would expect to find in a housebuilder group, namely those over land and work in progress and those over
subcontractor and other expenses; we test each of these every other year, and this year we tested those relating to land and work in progress.
Our IT specialists test the internal controls over the three key IT systems and gain an understanding over other supporting systems.
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Independent Auditor’s Report

to the members of Barratt Developments PLC

Other information

The Directors are responsible for the other information. The other information comprises the information We have nothing to report in
included in the Annual Report and Accounts, other than the Financial Statements and our auditor’s respect of these matters.
report thereon.

In reaching this conclusion, we
Our opinion on the Financial Statements does not cover the other information and, except to the extent tied in the financial and a sample

otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. of non-financial information
to supporting documentation,

In connection with our audit of the Financial Statements, our responsibility is to read the other considered the completeness
information and, in doing so, consider whether the other information is materially inconsistent with of the principal risks and
the Financial Statements or our knowledge obtained in the audit or otherwise appears to be materially uncertainties compared to the
misstated. audit risks we identified during

. . Lo . . . . . the audit and the Group’s risk
If we identify such material inconsistencies or apparent material misstatements, we are required register and reviewed board

to determine whether there is a material misstatement in the Financial Statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

papers where the Board set
out their rationale as to why
the other information was fair,

. - . . tandable.
In this context, matters that we are specifically required to report to you as uncorrected material balanced and understandable

misstatements of the other information include where we conclude that:

* Fair, balanced and understandable - the statement given by the Directors that they consider the annual
report and Financial Statements taken as a whole is fair, balanced and understandable and provides
the information necessary for shareholders to assess the Group’s position and performance, business
model and strategy, is materially inconsistent with our knowledge obtained in the audit; or

e Audit Committee reporting - the section describing the work of the Audit Committee does not
appropriately address matters communicated by us to the Audit Committee; or

* Directors’ statement of compliance with the UK Corporate Governance Code - the parts of the Directors’
statement required under the Listing Rules relating to the Company’s compliance with the UK
Corporate Governance Code containing provisions specified for review by the auditor in accordance
with Listing Rule 9.8.10R(2} do not properly disclose a departure from a retevant provision of the UK
Corporate Governance Code

Responsibilities of Directors

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the preparation of the Financial
Statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors determine is necessary to
enable the preparation of Financial Statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Company’s ability to continue as
a going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the
Directors either intend to liquidate the Group or the Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with I1SAs (UK] will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these Financial Statements.

Details of the extent to which the audit was considered capable of detecting irregularities, including fraud are set out below.

A further description of our responsibilities for the audit of the Financial Statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Barratt Developments PLC Annual Report and Accounts 2019




129

Extent to which the audit was considered capable of detecting irregularities, including fraud

We identify and assess the risks of material misstatement of the Financial Statements, whether due to fraud or error, and then design and
perform audit procedures responsive to those risks, including obtaining audit evidence that is sufficient and appropriate to provide a basis for
our opinion.

Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect of irreqularities, including fraud and non-compliance with laws and

regulations, our procedures included assessing the following:

» the nature of the housing and commercial property development sectors, the control environment and business performance including the
design of the Company’s remuneration policies;

e the Company's own assessment of the risks that irregularities may occur either as a result of fraud or error;

¢ results of enquiring of management, Internal Audit, the Group's in-house legal counsel and the Audit Committee, about their own
identification and assessment of the risks of irregularities;

¢ any matters we identified having obtained and reviewed the Group’s documentation of their policies and procedures relating to:
- identifying, evaluating and complying with laws and regulations and whether they were aware of any instances of non-compliance;
- detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged fraud;
- the internal controls established to mitigate risks related to fraud or non-compliance with laws and regulations;
e the matters discussed among the engagement team and involving relevant internal specialists, including tax, valuations, pensions, and IT
specialists regarding how and where fraud might occur in the Financial Statements and any potential indicators of fraud.

We also obtained an understanding of the legal and regulatory framework that the Group operates in, focusing on those laws and regulations
that had a direct effect on the Financial Statements [which included the UK Companies Act; Listing Rules; pensions legislation; and tax
legislation). In addition, we considered laws or regulations that had a fundamental effect on the operations of the Group [which included
compliance with planning law, health and safety law and environmental law).
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Audit response to risks identified

As a result of performing the above, we identified margin recognition as a key audit matter. The key audit matters section of our report explains
the matter in more detail and also describes the specific procedures we performed in response to key audit matter.

In addition to the above, our procedures to respond to risks identified included the following:

» reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with relevant laws and
regulations described above as having a direct effect on the Financial Statements;

* enquiring of management, the Audit Committee and in-house legal counsel concerning actual and potential litigation and claims;

» performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material misstatement due
to fraud;

¢ reading minutes of meetings of those charged with governance, reviewing Internal Audit reports; and

¢ inaddressing the risk of fraud through management override of controls, testing the appropriateness of journal entries and other
adjustments; assessing whether the judgements made in making accounting estimates are indicative of a potential bias; and evaluating
the business rationale of any significant transactions that are unusual or outside the normal course of business, such as the disposals
of the share in the Aldgate joint venture, Barratt Residential Asset Management Ltd and the acquisition of Oregon Timber Frame Ltd that
occurred during the year.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members including internal
specialists and remained alert to any indications of fraud or non-compliance with laws and regulations throughout the audit.

www.barrattdevelopments.co.uk
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Independent Auditor’s Report

to the members of Barratt Developments PLC

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion the part of the Directors’ Remuneration Report to be audited has been properly prepafed in accordance with the Companies Act 2006.

In our opinion, based on the work undertaken in the course of the audit:

» the information given in the Strategic Report and the Directors’ Report for the financial year for which the Financial Statements are
prepared is consistent with the Financial Statements; and

* the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

In the light of the knowtedge and understanding of the Group and the Company and their environment obtained in the course of the audit, we
have not identified any material misstatements in the Strategic Report or the Directors’ Report.

Matters on which we are required to report by exception

Adequacy of explanations received and accounting records

Under the Companies Act 2006 we are required to report to you if, in our opinion: We have nothing to report in

* we have not received all the information and explanations we require for our audit; or respect of these matters.

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

» the Company Financial Statements are not in agreement with the accounting records and returns.

Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of Directors’ We have nothing to reportin
remuneration have not been made or the part of the Directors’ Remuneration Report to be audited is not in respect of these matters.
agreement with the accounting records and returns.

Other matters

Auditor tenure

Following the recommendation of the Audit Committee and the Board we were appointed at the AGM in 2007 to audit the Financial
Statements for the year ending 30 June 2008 and subsequent financial periods. Following a competitive tender process, we were reappointed
as auditor for the period ending 30 June 2018 and subsequent financial periods. The period of total uninterrupted engagement including
previous renewals and reappointments of the firm is twelve years, covering the years ending 30 June 2008 to 30 June 2019.

Consistency of the audit report with the additional report to the Audit Committee
Our audit opinion is consistent with the additional report to the Audit Committee we are required to provide in accordance with [SAs (UK).

Use of our report

This report is made solely to the Company’'s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.

Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state to them

in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Claire Faulkner (Senior statutory auditor]
For and on behalf of Deloitte LLP
Statutory Auditor

London

United Kingdom

3 September 2019
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Consolidated Income Statement

Year ended 30 June 2019
2019 2018’

Continuing operations Notes £m Em

Revenue 21,22 4,763.1 4,874.8

Cost of sales (3,678.9) (3,865.9)

Gross profit 1,084.2 1,008.9
Analysed as:

Adjusted gross profit 1,087.4 1,015.9
Cost associated with legacy properties 2.2 (3.2) (7.0)

Administrative expenses 2.3 (183.1) (146.3]

Profit from operations .23 901.1 862.6
Analysed as:

Adjusted operating profit 904.3 869.6
Cost associated with legacy properties 2.2 (3.2) (7.0]

Finance income 5.2 71 3.5

Finance costs 5.2 (35.9) (48.6)

Net finance costs 5.2 (28.8) (45.1]

Share of post-tax profit from joint ventures 4.3 39.2 18.6
Analysed as: 2
Adjusted share of post-tax profit from joint ventures 43 46.2 18.6 g
Cost associated with legacy properties 4.3 (7.0) - o}u’

Loss on disposal of joint ventures 413 (1.7) - §

Share of post-tax loss from associates 4.3 - (0.6} 2

Profit before tax 909.8 835.5 E
Analysed as: [t
Adjusted profit before tax 920.0 842.5
Cost associated with legacy properties 2.2 (10.2) (7.0)

Tax 2.6 (170.4) (164.0

Profit for the year 739.4 671.5

Profit for the year attributable to the owners of the Company 740.0 671.7
Loss for the year attributable to non-controlling interests 4.1.2 (0.6) (0.2)
Earnings per share from continuing operations

Basic 2.4 73.2p 66.5p
Diluted 2.4 72.3p 65.9p

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The notes on pages 138 to 201 form an integral part of these Financial Statements.
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Consolidated Statement of Comprehensive Income
Year ended 30 June 2019

2019 2018!

Notes £m £m
Profit for the year 739.4 671.5
Other comprehensive income/{expense):
items that will not be reclassified to profit or loss
Actuarial (loss)/gain on defined benefit pension scheme 6.2.2 (15.4) 29.2
Tax credit/[charge) relating to items not reclassified 2.9 (5.5)
Total items that will not be reclassified to profit or loss (12.5) 23.7
Items that may be reclassified subsequently to profit or loss
Amounts deferred in respect of effective cash flow hedges 5.2 - 0.8
Amounts reclassified to the Income Statement in respect of hedged cash flows : 5.2 - (0.8)
Total items that may be reclassified subsequently to profit or loss - -
Total comprehensive income recognised for the year 726.9 695.2
Total comprehensive income recognised for the year attributable to the owners
of the Company 727.5 695.4
Total comprehensive expense recognised for the year attributable to ’
non-controlling interests 4.1.2 {0.6) (0.2)

! The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The notes on pages 138 to 201 form an integral part of these Financial Statements.

Barratt Developments PLC Annual Report and Accounts 2019




133

Statement of Changes in Shareholders’ Equity - Group

Total

Group Group
retained  retained
earnings  earnings

due to due to Non-
Share Merger  Hedging Own Share- share- share- controlling
capitat reserve reserve shares based holders holders interests
{note Share (note (note [note payments of the of the (note Total
5.5.1) premium 4.1.1) 5.3.4) 5.5.2) (note 6.3] Company Company 4.1.2) equity
Em Em Em Em Em E£m Em E£m Em £m
At 1 July 2017 100.8 224.7 1,109.0 - (1.3) 22.9 2,857.0 2,878.6 9.1 4,322.2
Profit/(loss) for the year - - ~ - - - 671.7 671.7 (0.2) 6715

Amounts deferred in respect

of effective cash flow hedges - - ~ 0.8 - - - - - 0.8
Amounts reclassified to the

Income Statement in respect

of hedged cash flows - - - {0.8) - - - - - (0.8]
Actuarial gains on pension

scheme - - - - - - 29.2 29.2 - 29.2

Tax on items above taken

directly to equity - - -~ - - - (5.5) (5.5 - (5.5)

Total comprehensive ‘2
income/(expense) @
recognised for the year 5
ended 30 June 2018 - - ~ - - - 695.4 695.4 (0.2) 695.2 @
Dividend payments - - - - - - (434.9) {434.9) (1.4) (436.3) v
Issue of shares 0.5 7.9 - - - - - - - 8.4 -2
Share-based payments - - - - - 11.0 - 11.0 - 11.0 5
Purchase of own shares - - - - [3.3) - - (3.3) - (3.3) £
Transfers in respect of

share options - - -~ - 3.4 {13.6) 10.3 0.1 - 0.1

Tax on share-based

payments - - ~ - - [2.3) 2.7 0.4 - 0.4

At 30 June 2018 as

previously reported 101.3 232.6 1,109.0 - (1.2 18.0 3,130.5 3.147.3 7.5 4,597.7

Effect of changes in

accounting policies' - - - - - - (4.5) (4.5) - (4.5)

At 1 July 2018 as adjusted
for changes in accounting

policies 101.3 232.6 1,109.0 - (1.2) 18.0 3,126.0 3,142.8 7.5 4,593.2

Profit/(loss) for the year - - - - - - 740.0 740.0 (0.6) 739.4

Actuarial loss on pension

scheme - - - - - - (15.4) (15.4} - (15.4)
Tax on items above taken

directly to equity - - ~ - - - 2.9 2.9 - 2.9

Total comprehensive

income/(expense)

recognised for the year

ended 30 June 2019 - - ~ - - - 727.5 727.5 (0.61 726.9

Dividend payments - - - - - - (452.3)  (452.3) - (452.3)
Issue of shares 0.4 8.7 - - - - - - - 71

Share-based payments - - - - - 141 - 141 - 14.1

Purchase of own shares - - - - (21.7) - - (21.7) - (21.7)
Transfers in respect of

share options - - - - 7.8 (12.4) 4.7 0.1 - 0.1

Tax on share-based

payments - - - - - 1.2 0.4 1.6 - 1.6

At 30 June 2019 101.7 239.3 1,109.0 - (15.1) 20.9  3,406.3 3,412.1 6.9  4,869.0

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The notes on pages 138 to 201 form an integral part of these Financial Statements.
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Statement of Changes in Shareholders’ Equity - Company

Share Merger  Hedging Qwn Share-
capital reserve reserve shares based Total
{note Share {note (note (note payments Retained retained Total
5.5.11  premium 4.1.1) 5.3.4) 5.5.2) [note 6.3] earnings earnings equity
£m £m Em £m £m £m £m £m £m

At 1 July 2017 100.8 224.7 1,109.0 - (1.3) 20.9 1.809.3 1,828.9 3,263.4
Profit for the year - - - - - - 536.5 536.5 536.5
Amounts deferred in respect of
effective cash flow hedges - - - 0.8 - - - - 0.8
Amounts reclassified to the
Income Statement in respect of
hedged cash flows - - - (0.8) - - - - (0.8
Actuarial gains on pension
scheme - - - - - - 29.2 29.2 29.2
Tax on items above taken
directly to equity - - - - - - (5.5) (5.5) (5.5)
Total comprehensive income
recognised for the year ended
30 June 2018 - - - - - - 560.2 560.2 560.2
Dividend payments - - - - - - (434.9) (434.9) (434.9)
Issue of shares 0.5 7.9 - - - - - - 8.4
Share-based payments - - - - - 1.0 - 1.0 1.0
Purchase of own shares - - - - (3.3 - - (3.3 (3.3)
Transfers in respect of share
options - - - - 34 (13.6) 0.9 (9.3) (9.3)
Tax on share-based payments - - - - - - 25 2.5 2.5
At 30 June 2018 101.3 232.6 1,109.0 - 1.2) 18.3 1,938.0 1,955.1 3,398.0
Profit for the year - - - - - - 576.9 576.9 576.9
Actuarial loss on pension
scheme - - - - - - (15.4) (15.4) (15.4)
Tax on items above taken
directly to equity - - - - - - 2.9 2.9 2.9
Total comprehensive income
recognised for the year ended
30 June 2019 - - - - - - 564.4 564.4 564.4
Dividend payments - - - - - - (452.3) (452.3) (452.3)
Issue of shares 0.4 6.7 - - - - - - 71
Share-based payments - - - - - 141 - 14.1 14.1
Purchase of own shares - - - - (21.7) - - (21.7) (21.7)
Transfers in respect of share
options - - - - 7.8 (12.4) 2.7 (1.9) (1.91
Tax on share-based payments - - - - - 0.4 - 0.4 0.4
At 30 June 2019 101.7 239.3 1,109.0 - (15.1) 20.4 2,052.8 2,058.1 3,508.1

The notes on pages 138 to 201 form an integral part of these Financial Statements.
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Balance Sheets
At 30 June 2019
Group Company
2019 2018 2019 2018
Notes £m £m €m Em
Assets
Non-current assets
Other intangible assets 4.2.2 102.3 100.0 - -
Goodwill 4.2.1 805.9 792.2 - -
Property, plant and equipment 45 17.4 1.6 7.7 5.4
Investments in subsidiary undertakings 415 - - 3,085.9 3,085.3
Investments in joint ventures and associates 4.3 189.0 2341 - -
Retirement benefit assets 622 62.6 ' 58.7 62.6 58.7
Secured loans 3.4 1.4 3.1 - -
Trade and other receivables 3.2 15 3.1 - -
1,180.1 1,202.8 3,156.2 3.149.4
Current assets
Inventories 3.1 4,824.3 4516.7 - -
Secured loans 3.4 1.2 0.3 - -
Trade and other receivables 3.2 223.6 226.8 87.2 86.0
Cash and cash equivalents 5.1 958.3 982.4 886.6 867.4
6,007.4 5,726.2 973.8 953.4 £
Total assets 7.187.5 6.929.0 4,130.0 4,102.8 g
Liabilities g
Non-current liabilities &
Loans and borrowings 5.1 (200.0) (191.1) (200.0) (191.1) -
Trade and other payables 33 (413.5) (566.7) - - g
Deferred tax liabilities 263 (17.6) (25.3) (7.8) (8.6] g
(631.1] (783.1) (207.81 (199.7] b
Current liabilities
Loans and borrowings 5.1 - - (49.9] (71.1)
Trade and other payables 33 (1,587.9) (1,462.4) (364.2} (434.0)
Current tax liabilities (99.5) (85.8) - -
(1,687.4) [1,548.2) (414.1) {505.1)
Total liabilities (2,318.5) {2,331.3) (621.9] {704.8)
Net assets 4,869.0 4,597.7 3,508.1 3,398.0
Equity
Share capital . 5.5.1 101.7 101.3 101.7 1013
Share premium 239.3 232.6 239.3 232.6
Merger reserve 411 1,109.0 1,109.0 1,109.0 1,109.0
Retained earnings 3,412.1 3,147.3 2,058.1 1,955.1
Equity attributable to the owners of the Company 4,862.1 4,590.2 3,508.1 3,398.0
Non-controlling interests 4.1.2 6.9 7.5 - -
Total equity 4,869.0 4,597.7 3,508.1 3,398.0

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of {IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The notes on pages 138 to 201 form an integral part of these Financial Statements.

The Financial Statements of Barratt Developments PLC [registered number 00604574) were approved by the Board and authorised for issue
on 3 September 2019.

Signed,on behalf of the Board:

S (WY S T S

David Thomas Jessica White
Chief Executive Chief Financial Officer

Parent Company Income Statement

In accordance with the provisions of section 408 of the Companies Act 2006, a separate Income Statement for the Company has not been
presented. The Company’s profit for the year was £576.9m (2018: £536.5m).
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Cash Flow Statements
Year ended 30 June 2019

Group Company
2019 2018! 2019 2018
Notes £m £m £m £m
Net cash inflow/(outflow) from operating activities [page 137) 361.3 514.3 (85.4) (124.2)
Investing activities:
Purchase of property, plant and equipment 4.5 (7.2) (7.5] (4.1) (3.7)
Consideration, net of cash acquired, paid on acquisition of
subsidiaries 4.1.4 {15.8) - - -
Proceeds, net of cash disposed of, from the disposal of
subsidiaries 4.6 - - -
Increase in amounts invested in entities accounted for using the
equity method 43 (51.0) (58.6) - -
Repayment of amounts invested in entities accounted for using
the equity method 4.3 66.9 1.7 - -
Dividends received from investments accounted for using the
equity method 43 60.3 41.8 - -
Proceeds from the disposal of investments accounted for using
the equity method 413 18.6 - - -
Dividends received from subsidiaries - - 593.6 560.0
Interest received 5.1 2.9 3.2 3.5
Net cash inflow/(outflow) from investing activities 81.5 (9.7) 592.7 559.8
Financing activities:
Dividends paid to equity holders of the Company 2.5 (452.3) (434.9) (452.3) (434.9)
Distribution made to non-controtling partner 412 - (1.4) - -
Purchase of own shares (21.7} (3.3 (21.7) (3.3)
Proceeds from disposal of own shares - 0.1 - 0.1
Proceeds from issue of share capital 71 8.4 71 8.4
Loan repayments - (69.6) (21.2) (48.2)
Drawdown of loans including issue of sterling US private
placement notes - 200.0 - 211.8
Cancellation of swaps - (5.9) - (5.9)
Net cash outflow from financing activities (466.9) (306.6) (488.1) (272.0)
Net (decreasel/increase in cash and cash equivalents (24.1) 198.0 19.2 163.6
Cash and cash equivalents at the beginning of the year 982.4 784 .4 867.4 703.8
Cash and cash equivalents at the end of the year 5.1 958.3 982.4 886.6 867.4

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The notes on pages 138 to 201 form an integral part of these Financial Statements.
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Group Company
Reconciliation of operating profit/(loss) to cash flow from 2019 2018 2019 2018
operating activities Notes £m £m £m £m
Operating activities:
Profit/(loss) from operations 901.1 862.6 {10.1) (6.5)
Depreciation 4.5 4.3 5.4 1.8 3.2
Profit on disposal of subsidiary undertaking 413 (0.6) - - -
[Reversal of impairment)/impairment of inventories 3.1 (14.8) 33 - -
Profit on redemption of secured loans (1.2) (1.9) - -
Impairment of investment in entities accounted for using the
equity method 4.3 - 2.1 - -
Share-based payments charge 6.3 141 1.0 6.3 6.3
Imputed interest on deferred term payables? 5.2 {21.5) (34.3) - -
Amortisation of facility fees 5.2 (2.8 (2.1) (2.8) (2.1
Finance income related to employee benefits 5.2 2.0 0.6 2.0 0.6
Total non-cash items (20.5) (15.9) 7.3 8.0
Increase in inventories (291.9) (44.6) - -
Increase in trade and other receivables (4.3) (39.4] (13.4) (6.7)
Decrease in trade and other payables (53.3) {102.3) (55.3} (105.8)
Decrease in secured loans 2.0 2.4 - -
Total movements in working capital (347.5) (183.9) (68.7) (112.5)
Interest paid (11.6) (11.8) (13.9) (13.2)
Tax paid {160.2) (136.7) - -
Net cash inflow/(outflow] from operating activities 361.3 514.3 (85.4) (124.2)

! The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

2 The Balance Sheet movements in land and certain interest free loans include non-cash movements due to imputed interest. Imputed interest is therefore included within

non-cash items in the statements above.

The notes on pages 138 to 201 form an integral part of these Financial Statements.
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Notes to the Financial Statements
Year ended 30 June 2019

G Basis of preparation

1.1 Introduction

These Financial Statements have been prepared in accordance with IFRS as issued by the IASB, IFRIC interpretations and SIC interpretations
as adopted and endorsed by the EU and with those parts of the Companies Act 2006 applicable to companies reporting under IFRS. The
Financial Statements therefore comply with Article 4 of the EU International Accounting Standards Regulation. The Financial Statements have
been prepared under the historical cost convention as modified by the revaluation of secured loans and share-based payments.

Group accounting policies

The significant Group accounting policies are included within the relevant notes to the Financial Statements on pages 138 to 201.

i
Ir Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the Financial Statements and the reported amounts of revenues and expenses during the
reporting period. Although these estimates are based on the Directors’ best knowledge of the amounts, actual results may ultimately
differ from those estimates. The Directors have made no individual critical accounting judgements that have a significant impact upon the
Financial Statements, apart from those involving estimations.

The most significant estimates made by the Directors in these Financial Statements are:
* Margin recognition - see note 2.3

e Impairment of goodwill and indefinite life brands - see note 4.2.3

1.2 Basis of consolidation

The Group Financial Statements include the results of Barratt Developments PLC (the Company), a public company limited by shares and
incorporated in the United Kingdom, and all of its subsidiary undertakings, made up to 30 June. The Financial Statements of subsidiary
undertakings are consolidated from the date that control passes to the Group using the acquisition method of accounting and up to the date
control ceases. All transactions with subsidiaries and intercompany profits or losses are eliminated on consolidation.

1.3 Going concern

In determining the appropriate basis of preparation of the Financial Statements, the Directors are required to consider whether the Group and
Company can continue in operational existence for the foreseeable future. ’

The Group’s business activities, together with factors which the Directors consider are likely to affect its future development, financial
performance and financial position are set out in the Strategic Report on pages 2 to 65. The material financial and operational risks and
uncertainties that may have an impact upon the Group’s performance and their mitigation are outlined on pages 59 to 64 and financial risks
including liquidity risk, market risk, credit risk and capital risk are outlined in note 5.4 to the Financial Statements.

The financial performance of the Group is dependent upon the wider economic environment in which the Group operates. As explained in

the Risk management and Principal risks sections on pages 57 to 64, factors that particularly affect the performance of the Group include
changes in the UK and European macroeconomic environments, including but not limited to, the impact of the UK's forthcoming exit from
the EU and any change or removal of the Government'’s Help to Buy scheme, flat or negative economic growth, inflation, interest rates, buyer
confidence, mortgage availability, competitor pricing and falls in house prices or land values. In forming their conclusion, the Directors have
considered all currently available information about the potential future outcomes of events and changes in conditions that are reasonably
possible at the time of making this statement. In doing this they have concluded that no material uncertainties exist.

At 30 June 2019 the Group had total committed facilities and private placement notes of £900.0m. The £700.0m RCF matures in November
2023 and the £200.0m sterling USPP notes mature in August 2027. The RCF and USPP notes provide appropriate headroom above our current
forecast debt requirements.

Accordingly, after making enquiries and having considered forecasts and appropriate sensitivities, the Directors have formed a judgement, at
the time of approving the Financial Statements, that there is a reasonable expectation that the Group has adequate resources to continue in

operational existence for the foreseeable future, being at least 12 months from the date of these Financial Statements. For this reason, they
continue to adopt the going concern basis in the preparation of these Financial Statements.
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1.4 Adoption of new and revised standards
During the year ended 30 June 2019 the Group has adopted the following new and revised standards:

* |FRS 15 ‘Revenue from Contracts with Customers’:

This standard became effective for accounting periods beginning on or after 1 January 2018 and was applicable to the Group from 1 July 2018,
replacing IAS 18 ‘Revenue’, 1AS 11 ‘Construction contracts’ and related interpretations. The standard sets out requirements for revenue
recognition from contracts with customers. The standard requires that revenue to which the Group expects to be entitled from a contract with
a customer is allocated to each performance obligation within that contract and then recognised as that obligation is satisfied.

The Group has applied IFRS 15 using the cumulative effect method and therefore comparative information has not been restated.

The Group's revenue derives principally from the sale of the homes we build and from the sale of commercial property. Revenue is normally
recognised at legal completion. For certain contracts with registered providers, or other customers, revenue is recognised over time. The
point of recognition of the main revenue streams is unchanged following adoption of the new standard; however, the recognition of a number
of associated income streams has been adjusted.

Warranty

The Group previously offered a five-year warranty on sales of private homes. Under previous standards, no adjustment was made to revenue
to reflect this warranty when the property was sold, although an atlowance for future costs associated with the warranty was held within the
Balance Sheet. An element of this warranty represents a separate performance obligation. On transition to IFRS 15, an element of the sales
price of homes previously sold with this warranty has been deferred and will be recognised over the warranty period in the Income Statement,
with the majority of this revenue and cost of sales recognised by the end of FY20. Opening reserves have been reduced by £3.4m on transition
as a result of this adjustment, and an additional £10.0m of revenue offset by £8.0m cost of sales has been recognised in the year.

Part-exchange transactions

The standard has also required presentational changes to our Income Statement to include part-exchange income and expenses below gross
margin. Previously, the income and costs were recognised on a net basis within cost of sales since part-exchange transactions were treated
as linked with the sale of new builds. Under IFRS 15 this is a separate transaction, but is not considered to be a principal activity of the Group
and is therefore reclassified to sundry income, within administrative expenses, rather than revenue. Gross profit in the year has been reduced
by £3.2m as a result of this adjustment. '

Introductory and contract management fees

Under the new standard, introductory and other fees payable to customers in exchange for services are recognised in cost of sales. Previously
these were deducted from revenue. Management fees on commercial projects are recognised in revenue rather than other income within
administrative expenses. As a result, an extra £2.7m of revenue has been recognised in the year, offset in cost of sales and administrative
expenses.

The impact of these changes on revenue and profit is shown below, and a summary of the impact of the adoption of IFRS 15 on the Financial
Statements is included in note 1.5.

Group

Adjustments Adjustments Total

Adjustments in respect  Adjustments inrespect adjustments

in respect of part- in respect of of contract in respect of

of warranty exchange introductory management the adoption

arrangements  transactions fees fees of IFRS 15

Impact on Consolidated Income Statement: Em £m £m Em £m
Revenue 10.0 - 0.5 2.2 12.7
Cost of sales (8.0l (3.2) (0.5) (0.5) (12.2)
Gross profit 2.0 (3.2) - 1.7 0.5
Part-exchange income - 3411 - - 3411
Part-exchange expenses - (337.9) - - (337.9)
Administrative expenses (excluding part-exchange) - - - (1.7) (1.7)
Administrative expenses - 3.2 - (1.7) 1.5
Profit from operations 2.0 - - - 2.0
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Notes to the Financial Statements continued
Year ended 30 June 2019

1.4 Adoption of new and revised standards continued
+ |FRS 9 ‘Financial Instruments’:

This standard became effective for accounting periods beginning on or after 1 January 2018 and was applicable to the Group from 1 July
2018 replacing IAS 39 ‘Financial Instruments: Recognition and Measurement’. IFRS 9 introduced new requirements for the classification and
measurement of financial instruments, impairment of financial assets and hedge accounting.

The changes resulting from the adoption of IFRS 9 are discussed below, and the impact on the Financial Statements, which is not material,
is summarised in note 1.5.

Classification and measurement of financial assets

Under IFRS 9 the Group’s remaining secured loans, previously classified as available for sale assets under IAS 39, were reclassified as
Fair Value through Profit and Loss and as a result future changes in fair value will be posted to the Income Statement rather than in other
comprehensive income. No adjustments were required in respect of amounts previously dealt with in other comprehensive income, since
fotllowing the sale of the majority of the Group’s available for sale assets in February 2014, fair value adjustments previously held in equity
were realised and transferred to the Income Statement.

Impairment of financial assets

The impairment requirements of IFRS 9 have required the Group to consider the expected credit losses for financial assets held at the
reporting date. The Directors have reviewed the Group's financial assets and assessed the credit risk of each category of asset and concluded
that there is no material impact on the Group's financial statements. The main financial assets of the Group are cash and cash equivalents
which are placed on deposit with a number of financial institutions, as described in note 5.4.3, and are assessed to have a low credit risk.
Trade and other receivables include amounts due from Homes England in respect of the Help to Buy scheme (note 5.4.3) which are also
assessed as low risk, together with other receivables. Impairments of financial assets by category are disclosed in note 3.2.

Classification and measurement of financial liabilities

All of the Group's financial liabilities are held at amortised cost. Under IFRS 9 a renegotiated land creditor arrangement has been deemed a
modification resulting in a reduction in opening reserves of £1.1m and a reduction in finance costs of £0.2m in the current year.

Hedge accounting

The Group currently has no qualifying hedge relationships under IFRS 9 or IAS 39.

There has been no impact on the Financial Statements as a result of:

+ Amendments to IFRS 2 ‘Classification and Measurement of Share-based Payment Transactions’;
¢ Amendments to IAS 40 ‘Transfers of Investment Property’;

¢ IFRIC Interpretation 22 ‘Foreign Currency Transactions and Advance Consideration’; and

¢ Annual Improvements to IFRS Standards 2014-2016 Cycle.
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1.5 Impact of changes in accounting policies

The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15
or IFRS 9. The tables below and on pages 142 and 143 summarise the impact of the changes in accounting policies on the Income Statement,
Balance Sheet and Cash Flow Statement of the Group.

Group

Year ended 30

June 2019 before

Adjustments Adjustments  adjustments for

Year ended in respect of in respect of  the adoption of
30 June 2019  the adoption of  the adoption of  new accounting
as reported IFRS 15 IFRS 9 policies

Impact on Consolidated Income Statement: £m £m £m E£m

Revenue 4,763.1 12.7 - 4,750.4

Cost of sales (3,678.9) (12.2) - (3,666.7)

Gross profit 1,084.2 0.5 - 1,083.7
Part-exchange income 341.1 3411 - -
Part-exchange expenses (337.9) (337.9) - -
Administrative expenses [excluding part-exchangel (186.3) (1.7) - (184.4) @

Administrative expenses (183.1) 1.5 - (184.6] s

Profit from operations '901.1 20 - 899.1 g

Finance income 71 - - 7.1 g

Finance costs (35.9) - 0.2 (36.1) ]

Net finance costs (28.8) - 0.2 (29.0) é

Share of post-tax profit from joint ventures 39.2 - - 39.2 u‘;:

Loss on disposal of joint ventures (1.7) - - (1.7)

Profit before tax 909.8 20 0.2 907.6

Tax (170.4] (0.4) - (170.0)

Profit for the year 739.4 1.6 0.2 737.6

Earnings per share from continuing operations

Basic 73.2p 0.1p - 73.1p

Diluted 72.3p 0.2p - 72.1p

www.barrattdevelopments.co.uk
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Notes to the Financial Statements continued

Year ended 30 June 2019

1.5 Impact of changes in accounting policies continued

Group
Adjustments Adjustments As at 30 June 2019
As at in respect of in respect of  before adjustments for
30 June 2019 the adoption of the adoption of the adoption of new
as reported IFRS 15 IFRS 9 accounting policies
Impact on Balance Sheet: £m £m £m £m
Assets
Non-current assets
Non-current assets per balance sheet 1,180.1 - - 1,180.1
Prepayments - - {0.9) 0.9
1,180.1 - (0.9) 1,181.0
Current assets
Trade and other receivables 223.6 - (0.3) 223.9
Other current assets 5,783.8 - - 5,783.8
6,007.4 - (0.3) 6,007.7
Total assets 7,187.5 - (1.2) 7,188.7
Liabilities
Non-current liabilities
Trade and other payables (413.5) - 0.4 (413.9)
Other non-current liabilities (217.6) - - (217.6)
(631.1) - 0.4 (631.5)
Current liabilities
Trade and other payables (1,587.9) {1.4) - (1,586.5)
Current tax liabilities {99.5) (0.4) - (99.1)
{1,687.4) (1.8 - (1,685.6)
Total liabilities (2,318.5) {1.8) 0.4 (2,317.1)
Net assets 4,869.0 (1.8) (0.8) 4,871.6
Equity
Retained earnings 3,412 {1.8) (0.8 3.414.7
Other reserves and capital 1,450.0 - - 1,450.0
Non-controlling interests 6.9 - - 6.9
Total equity 4,869.0 (1.8) {0.8) 4,871.6
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1.5 Impact of changes in accounting policies continued

Group
Year ended
Adjustments Adjustments 30 June 2019
Year ended in respect of in respect of  before adjustments for
30 June 2019  the adoption of  the adoption of the adoption of new
as reported IFRS 15 IFRS 9 accounting policies
Impact on Cash Flow Statement: £m £m £m E£m
Profit from operations 901.1 2.0 - 899.1
Imputed interest on deferred term payables (21.5) - 0.2 (21.7)
Other non-cash items 1.0 - - 1.0
Total non-cash items - [20.5) - 0.2 (20.7)
Increase in inventories (291.9) - - (291.9)
Increase in trade and other receivables (4.3) - (0.2 (4.1)
Decrease in trade and other payables (53.3) (2.0) - (51.3)
Decrease in secured loans 2.0 - - 2.0
Total movements in working capital {347.5) (2.0] (0.2) (345.3)
Interest paid ' (11.6) - - (11.6) @
Tax paid (160.2) - - (160.2) S
Net cash inflow from operating activities 361.3 - - 361.3 g
&
Net cash inflow from investing activities 81.5 - - 81.5 =
w
=
Net cash outflow from financing activities (466.9) - - (466.9) E
Net decrease in cash and cash equivalents (24.1) - - (24.1)
Cash and cash equivalents at the beginning of the period 982.4 - - 982.4
Cash and cash equivalents at the end of the period 958.3 - - 958.3

1.6 Impact of standards and interpretations in issue but not yet effective

At the date of approval of these Financial Statements, there were a number of standards, amendments and interpretations that have been
published and are therefore mandatory for the Group’s accounting periods beginning on or after 1 July 2019 and later periods. The Group has
not early-adopted any standard, amendment or interpretation.

The following new standard in particular is expected to have an impact upon the Group:

¢ IFRS 16 ‘Leases’ was issued in January 2016 and is effective for the Group for the period beginning on 1 July 2019. The standard specifies
how leases are recognised, measured and disclosed. The standard requires the recognition of a right-of-use asset and a corresponding
lease liability on the Balance Sheet. In the [ncome Statement, the existing IAS 17 operating lease charge, the majority of which is currently
recognised within operating profit, will be replaced by a depreciation charge in respect of the right-of-use asset and there will be an
interest cost in relation to the lease liability which will be recognised within finance costs. The majority of the Group’s lease commitments
will be brought onto the Balance Sheet together with corresponding right-of-use assets. This will impact the timing of the recognition of
lease costs within the Income Statement, although it will not affect the Group’s cash flows.

The Group has elected to adopt IFRS 16 using the modified retrospective approach, under which the cumulative effect of initial application is
recognised in retained earnings at 1 July 2019. Comparative information will therefore not be restated. Right-of-use assets of between £50m
and £55m and liabilities in respect of lease commitments of between £50m and £55m will be brought onto the Balance Sheet at 1 July 2019.
Based on an analysis of lease commitments held by the Group during the year to 30 June 2019, and utilising discount rates calculated in that
year, the net impact of the standard on the year to 30 June 2019 would be an increase in operating profit of £0.4m, but a decrease in profit
before tax of £1.2m.

The composition of the Group's lease commitments will change over time and the discount rates applied are required to be updated to
reflect the prevailing economic environment.
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Notes to the Financial Statements continved
Year ended 30 June 2019

e Results for the year and utilisation of profits

2.1 Revenue :
The Group’s revenue derives principally from the sale of the homes we build and from the sale of commercial property.

8= Revenue from the sale of residential and commercial properties

Revenue is recognised at legal completion in respect of the total proceeds of building and development. Revenue is measured at the fair
value of consideration received or receivable and represents the amounts receivable for the property, net of discounts and VAT.

Revenue on contracts recognised over time

Where the outcome of a contract on which revenue is recognised over time can be estimated reliably, revenue is recognised by reference
to the stage of completion of contract activity at the balance sheet date. This is normally measured by surveys of work performed to date.
Variations to, and claims arising in respect of such contracts are included in revenue to the extent that they have been agreed with the
customer. Where the outcome of a contract on which revenue is recognised over time cannot be estimated reliably, revenue is recognised
to the extent of contract costs incurred. When it is probable that the total costs on a contract will exceed total contract revenue, the
expected loss is immediately recognised as an expense in the Income Statement.

Other revenue

Revenue from separate contracts related to the development of homes is recognised on campletion of the performance obligation to which
it relates and included in other revenue. Revenue from warranties is recognised on a straight-line basis over the warranty period.

Revenue from commercial contract management fees is recognised in the period in which it becomes receivable and included within
commercial revenue.

An analysis of the Group’s continuing revenue is as follows:

2019 2018’
£m €m

Housebuilding revenue:
Private sales 4,222.6 4,618.8
Affordable sales 4731 401.0
Other housebuilding revenue 36.3 7.2
Total housebuilding segment revenue 4,732.0 4,827.0
Total commercial developments segment revenue . 31.1 47.8
4,763.1 4,874.8

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

Included within Group revenue is £76.8m (2018: £31.6m) of revenue from construction contracts on which revenue is recognised over time by

reference to the stage of completion of the contracts. Of this amount, £3.3m (2018: £0.2m} was included in the contract liability balance at the
beginning of the year. Further revenue of £272.5m (2018: £337.3m] is expected to be recognised in future years in respect of these contracts,

of which 98.3% (2018: 75.0%] is expected to be recognised within five years.

Housebuilding revenue includes £521.4m (2018: £480.8m) of revenue generated where the sale has been achieved using part-exchange
incentives. Proceeds received on the disposal of part-exchange properties are not included in revenue on the basis that they are incidental to
the main revenue-generating activities of the Group (note 1.4).
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2.2 Segmental analysis

The Group consists of two separate segments for management reporting and control purposes, being housebuilding and commercial
developments. The segments are considered appropriate for reporting under IFRS 8 ‘Operating Segments’ since these segrnents are regularly
reviewed internally by the Board without further significant categorisation. The Group presents its primary segment information on the basis
of these operating segments. As the Group operates in a single geagraphic market, Great Britain, no secondary segmentation is provided.

Adjusted items

Items that are material in size or unusual or infrequent in nature are presented as adjusted items in the Income Statement. The Directors
are of the opinion that the separate presentation of adjusted items provides helpful information about the Group’s underlying business
performance. Examples of events that may give rise to the classification of items as adjusted are charges or credits in respect of legacy
properties, the restructuring of existing and newly acquired businesses, refinancing costs, gains or losses on the disposal of businesses or
individual assets, and asset impairments, including land, work in progress, goodwill and investments.

2019 2018!
House- Commercial House-  Commercial
building developments Total building developments Total
number number number number number number 5
Residential completions? 17,11 - 17,111 16,680 - 16,680 s
5
Consolidated Income Statement £m £m £m £m £€m £m 5";
Revenue 4,732.0 311 4,763 4,827.0 478 4,874.8 K]
Cost of sales (3,657.0) (18.7) (3,675.7) (3.821.6) (37.3) (3.858.9] é
(Costs)/credits associated with legacy E
properties? (6.9) 3.7 (3.2) (4.0 (3.01 (7.0
Gross profit 1,068.1 16.1 1,084.2 1,001.4 7.5 1,008.9
Administrative expenses (177.7) (5.4) (183.1) (143.8) (2.5) (146.3)
Profit from operations 890.4 10.7 901.1 857.6 5.0 862.6
Share of post-tax profit/{loss) and loss on
disposal from joint ventures and associates 45.3 (0.8) 44.5 18.5 (0.5) 18.0
Costs associated with JV legacy properties? (7.0 - {7.0) - - -
Profit from operations including post-tax
profit/(loss) from joint ventures and associates 928.7 9.9 938.6 876.1 4.5 880.6
Finance income 7.1 35
Finance costs (35.9} (48.6]
Profit before tax 909.8 835.5
Tax (170.4) (164.0]
Profit for the year from continuing operations 739.4 671.5

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

2 Residential completions exclude JV completions of 745 [2018: 899) in which the Group has an interest.

3 During the year charges of £6.9m were recognised in respect of costs associated with legacy properties (2018: £4.0m). An amount of £3.7m was released following the
disposal of a legacy commercial asset (2018: £3.0m provided in respect of costs associated with legacy commercial assetsl. During the year a charge of £7.0m (2018:
Enil) was recognised in respect of costs associated with legacy JV properties. These amounts have been separately disclosed in the income Statement.
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Notes to the Financial Statements continued
Year ended 3Q June 2019

2.2 Segmental analysis continued

2019 2018

House-  Commercial House-  Commercial
building developments Total building developments Total
Balance Sheet £€m £€m £m Em Em £m
Segment assets 6,248.7 11.8 6,258.5 5,959.9 16.9 5976.8
Elimination of intercompany balances (29.3) ‘ (30.2)
6,229.2 5,946.6
Cash and cash equivalents 958.3 982.4
Consolidated total assets 7,187.5 6,929.0
Segment liabilities (1,976.6) (54.1) (2,030.7) (1,995.8]) (63.9) (2,059.3)
Elimination of intercompany balances 29.3 30.2
(2,001.4} (2,029.1)
Loans and borrowings (200.0) (191.1)
Deferred tax liabilities (17.6} {25.3)
Current tax liabilities (99.5) (85.8)
Consolidated total liabilities (2,318.5) (2,331.3)

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initiat application of these standards can be found in notes 1.4 and 1.5.

2019 2018

House-  Commercial House-  Commercial
building developments Total building developments Total
Other information £m £m £m £m Em £m
Capital additions 7.2 - 7.2 7.5 - 7.5
Capital additions - acquired with subsidiary 2.9 - 2.9 - - -
Depreciation 4.3 - 4.3 5.4 - 5.4

2.3 Profit from operations

Profit from operations includes all of the revenue and costs derived from the Group's operating businesses. Profit from operations excludes
finance costs, finance income, the Group’s share of profits or losses from JVs and associates and tax.

&1% . -,
T Margin recognition

In order to determine the profit that the Group is able to recognise on its developments in a specific period, the Group has to allocate
site-wide development costs between homes built in the current year and in future years. It also has to estimate costs to complete on

such developments and make estimates relating to future sales price margins on those developments and homes. In making these
assessments there is a degree of inherent uncertainty. The Group has developed internal controls to assess and review carrying values and
the appropriateness of estimates made.

Management have performed a sensitivity analysis to assess the impact of a change in estimated costs for developments on which sales
were recognised in the year. A 1% increase in estimated costs recognised in the year, which is considered to be reasonably possible, would
reduce the Group’s gross margin by 60bps.
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2.3 Profit from operations continued

% Lease charges

Operating lease rentals are charged to the Income Statement in equal instalments over the life of the lease.

@ Lease income

The Group enters into leasing arrangements with third parties following the completion of constructed developments until the date of
the sale of the development. Rental income from these operating leases is recognised in the Income Statement on a straight-line basis
over the term of the lease.

2.3.1 Profit from operations is stated after charging/[crediting):

2019 2018
Notes £m E£m
Gain on disposal of subsidiary undertakings 413 (0.6) -
Cost of inventories recognised as an expense in cost of sales 3,502.7 3,619.7
Employee costs (including Directors) 6.1 427.1 390.5
Depreciation of property, plant and equipment 4.5 43 5.4
Research and development tax credit (0.3) (0.4)
Lease income 7.1.2 (1.2) (2.0)
Operating lease charges:
- hire of plant, machinery and vehicles 35.5 36.9
- other 14.5 20.0

Profit from operations is stated after charging the Directors’ emoluments disclosed in the Remuneration report on pages 108 to 109 and in
note 6.1.

The Group does not recognise income from supplier rebates until received from suppliers. During the year, £33.5m (2018: £27.8m)] of supplier
rebate income was included within profit from operations.

2.3.2 Administrative expenses

Administrative expenses of £183.1m (2018: £146.3m)} include sundry income of £29.5m [2018: £55.0m] which principally comprises
management fees receivable from joint ventures, property management income, the sale of freehold reversions, ground rent receivable and,
in the current year, the net proceeds on the sale of part-exchange properties as explained in note 1.4.

2019 20181

£m Em

Operating expenses (212.6) (201.3)
Part-exchange income 3611 -
Part-exchange costs (337.9) -
Other sundry income 26.3 55.0
Sundry income 29.5 55.0
Administrative expenses (183.1) (146.3)

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1.5.
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Notes to the Financial Statements continues
Year ended 30 June 2019

2.3 Profit from operations continued

2.3.3 Auditor’s remuneration
The remuneration paid to Deloitte LLP, the Group’s principal auditor, is disclosed below:

2019 2018

€000 £000
Fees payable to the Company’s auditor for the audit of the Parent Company and Consolidated Financial
Statements 148 98
Fees payable to the Company’s auditor for the audit of the Company's subsidiaries 253 267
Total audit fees 401 365
Audit-related assurance services! 28 25
Other services? 30 22
Total fees for other services 58 47
Total fees related to the Company and its subsidiaries 459 412

! Audit-related assurance services comprise the review of the interim report.

2 Other services comprise work in retation to provision of planning related information required in the sale of a subsidiary and in the previous year on land acquisitions and

disposals and other transactions in the normal course of business.

Details of the Group’s policy on the use of the Company’s principal auditor for non-audit services, and auditor independence are set out in the

Audit Committee report on pages 90 to 91.

No services were provided under contingent fee arrangements.

In addition to the remuneration paid to the Company’s auditor for services related to the Company and its subsidiaries, the auditor received

the following remuneration from JVs in which the Group participates:

2019 2018

£000 £000
The audit of the Group’s JVs pursuant to legislation 145 136
Other audit-related services! 10 6
Total fees related to joint ventures 155 142
! Other audit-related services comprise reporting to the auditors of our JV partners.
2.4 Earnings per share
The earnings per share from continuing operations were as follows:

2019 2018

pence pence

Basic earnings per share 73.2 66.5
Diluted earnings per share 723 65.9

'
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Basic earnings per share is calculated by dividing the profit for the year attributable to ordinary shareholders of the Parent Company by the
weighted average number of ordinary shares in issue during the year, excluding those held by the Employee Benefit Trust that do not attract

dividend equivalents which are treated as cancelled.
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2.4 Earnings per share continued

Diluted earnings per share is calculated by dividing the profit for the year attributable to ordinary shareholders of the Parent Company by the
weighted average number of ordinary shares in issue adjusted to assume conversion of all potentially dilutive share options from the start of
the year.

2019 2018!
Profit attributable to ordinary shareholders of the Parent Company [Em) 740.0 671.7
Weighted average number of shares in issue [million) 1,014.2 1.011.7
Weighted average number of shares in EBT [million) (3.8} (1.0
Weighted average number of shares for basic earnings per share [million) 1,010.4 1,010.7
Weighted average number of shares in issue (million] 1,014.2 1,011.7
Adjustment to assume conversion of all potentially dilutive shares [million) 10.0 8.3
Weighted average number of shares for diluted earnings per share [million) 1,024.2 1,020.0

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.
Further information on the initial application of these standards can be found in notes 1.4 and 1.5.

2.5 Dividends g
2019 2018 g
£€m £m ®
Amounts recognised as distributions to equity shareholders in the year: 2
Final dividend for the year ended 30 June 2018 of 17.9p (2017: 17.1p) per share 180.6 172.9 °
Special dividend for the year ended 30 June 2018 of 17.3p (2017: 17.3p] per share 174.6 175.0 2
Interim dividend for the year ended 30 June 2019 of 9.6p (2018: 8.6p) per share 97.1 87.0 b
Total dividends distributed to equity shareholders in the year 452.3 434.9
2019 2018
£m £m
Proposed final dividend for the year ended 30 June 2019 of 19.5p (2018: 17.9p) per share 197.1 181.1
Proposed special dividend for the year ended 30 June'2019 of 17.3p (2018: 17.3p) per share 175.0 175.0

The proposed final dividend and the special dividend are subject to approval by shareholders at the Annual General Meeting. The cost has
been calculated based on the eligible issued share capital at 30 June 2019 and has not been included as a liability at 30 June 2019.

2.6 Tax

All profits of the Group are subject to UK corporation tax.

The current year tax charge has been provided for, by the Group and Company, at a standard effective rate of 19.0% (2018: 19.0%) and the
closing deferred tax assets and liabilities have been provided in these Financial Statements at a rate of between 17.0% and 19.0%

(2018: between 17.0% and 19.0%) of the temporary differences giving rise to these assets and liabilities, dependent upon when they are
expected to reverse.

) rer

The tax currently payable is based on the taxable profit for the year. Taxable profit differs from net profit as reported in the Income
Statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted at the balance sheet date.
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Notes to the Financial Statements continued
Year ended 30 June 2019

2.6 Tax continued

% Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in
the Financial Statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax is measured on a non-discounted basis using the tax rates and laws that have then been
enacted or substantively enacted by the balance sheet date, and is charged or credited to the Income Statement, except when it relates
to items charged or credited directly to other comprehensive income or equity, in which case the deferred tax is also dealt with in other
comprehensive income or equity.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition [other than in a business
combination) of other assets and:liabilities in a transaction that affects neither the taxable profit nor the accounting profit. Deferred tax
liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and interests in JVs, except where the
Group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets are reviewed at each balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred tax assets and liabilities are offset
when there is a legally enforceable right to set off current tax assets against current tax liabilities and when they relate to taxes levied by
the same tax authority and the Group intends to settle its current tax assets and liabilities on a net basis.

2.6.1 Tax recognised in the Income Statement
The tax expense represents the sum of the tax currently payable and deferred tax.

2019 2018
Analysis of the tax charge for the year Notes £m £m
Current tax: )
UK corporation tax for the year 176.3 161.0
Adjustment in respect of previous years (1.7) (6.5)
174.6 154.5
Deferred tax:
Origination and reversal of temporary differences (5.0) (1.4)
Adjustment in respect of previous years 0.2 10.9
Impact of reduction in corporation tax rate 0.6 -
2.6.3 (4.2) 9.5
Tax charge for the year 170.4 164.0

Factors affecting the tax charge for the year

The tax rate assessed for the year is lower (2018: higher] than the standard effective rate of corporation tax in the UK of 19.0% (2018: 19.0%).
The differences are explained below:

2019 2018
£m £m
Profit before tax 909.8 835.5
Profit before tax multiplied by the standard rate of corporation tax of 19.0% (2018: 19.0%) 172.9 158.7
Effects of:
Other items including non-deductible expenses 0.5 33
Additional tax relief for land remediation costs (2.0) (2.1)
Adjustment in respect of previous years (1.5) 4t
Adjustment for post-tax profits of certain JVs included in Group profit before tax (0.1) (0.3)
Impact of change in tax rate on deferred tax liabitity 0.6 -
Tax charge for the year 170.4 164.0
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2.6 Tax continued

2.6.2 Tax recognised In equity

In addition to the amount charged to the Consolidated Income Statement, a net current and deferred tax credit of £4.5m (2018: £5.1m charge)
was recognised directly in equity. :

2.6.3 Deferred tax

All deferred tax relates to the United Kingdom and is stated on a net basis as the Group has a legally enforceable right to set off the
recognised amounts and intends to settle on a net basis.

The Group recognised a net deferred tax liability with the following movements in the year:

Group
Accelerated
Pension Share Tax Indefinite capital Other
scheme options losses lifebrands allowances (net) Total
£m £m £m £m £m £m €m
At 1 July 2017 (2.6) 6.0 0.1 (17.0) 1.0 4.5 (8.0
Income Statement (charge)/credit (3.0) (0.8) (0.1) - 0.2 (5.8 (9.5)
Amounts taken directly to equity {5.5) [2.3) - - - - (7.8] ‘2
At 30 June 2018 (11.1) 29 - (17.0) 1.2 (1.3) (25.3) £
Comprising: 2
Deferred tax assets - 2.9 - - 1.2 3.4 7.5 §
Deferred tax liabilities (11.1) - - (17.0) - {4.7) (32.8) S
Year ended 30 June 2019 §
Income Statement [charge)/credit (3.4) 1.2 - - - 6.4 4.2 i
Acquired with subsidiary
undertakings - - - - (0.1) (0.5) (0.6)
Amounts taken directly to equity 2.9 1.2 - - - - 4.1
At 30 June 2019 {11.6) 5.3 - (17.0) 1.1 4.6 [17.6}
Comprising:
Deferred tax assets - 5.3 - - 1.1 5.9 12.3
Deferred tax liabilities (11.6] - - (17.0) - (1.3) (29.9)

The deferred tax liability in respect of indefinite life brands represents the amount of tax that would become due if the brands were sold at
their book value. There is no intention to sell the indefinite life brands in the foreseeable future and, therefore, it is not anticipated that any of
the deferred tax liability in respect of brands will reverse in the 12 months following the balance sheet date. The deferred tax asset in respect
of share schemes represents an estimate of the future tax deduction available on the exercise or vesting of awards under those schemes.
While it is anticipated that an element of the remaining deferred tax assets and liabilities will reverse during the 12 months following the
balance sheet date, at present it is not possible to accurately quantify the value of all of these reversals.

In addition to the deferred tax liability shown above, the Group has not recognised a deferred tax asset of £2.0m (2018: £2.0m) in respect of
capital and other losses amounting to £11.6m (2018: £11.5m) because these are not considered recoverable in the foreseeable future.
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Notes to the Financial Statements continued
Year ended 30 June 2019

2.6 Tax continued

2.6.3 Deferred tax continued
The Company recognised a net deferred tax liability with the following movements in the year:

Company
Accelerated
Pension Share capital Other
scheme options  allowances (net) Total
£m £m £m £m £m
At 1 July 2017 (2.6) 1.1 0.5 0.5 (0.5)
Income Statement (charge)/credit (3.0) 0.4 0.2 (0.2) (2.6}
Amounts taken directly to equity (5.5) - - - {5.5)
At 30 June 2018 (11.1) 1.5 0.7 0.3 (8.6)
Comprising:
Deferred tax assets - 1.5 0.7 03 25
Deferred tax liabilities (11.1) - - - {11.1)
Year ended 30 June 2019
Income Statement (chargel/credit (3.4) 0.8 (0.1} 0.2 (2.5)
Amounts taken directly to equity 2.9 0.4 - - 3.3
At 30 June 2019 (11.6) 2.7 0.6 0.5 (7.8
Comprising:
Deferred tax assets - 2.7 0.6 0.5 3.8
Deferred tax liabilities (11.6) - - - (11.6)
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9 Working capitat

3.1 inventories

Inventories

Inventories are valued at the lower of cost and net realisable value. Cost of work in progress comprises direct materials, direct labour
costs and those overheads that have been incurred in bringing the inventories to their present location and condition.

Land held for development, including land in the course of development, is initially recorded at discounted cost. Where, through deferred
purchase credit terms, the carrying value differs from the amount that will ultimately be paid in settling the liability, this difference is
charged as a finance cost in the Income Statement over the period of settlement.

Due to the scale of the Group’s developments, the Group has to allocate site-wide development costs between homes built in the current
year and in future years. It also has to estimate costs to complete on such developments. In making these assessments, there is a degree
of inherent uncertainty. The Group has developed internal controls to assess and review carrying vatues and the appropriateness of

estimates made.

Group

2019 2018

£m £m

Land held for development 3,071.6 2,963.4
Construction work in progress 1,632.8 1,463.1
Part-exchange properties and other inventories 119.9 90.2
4,824.3 4,516.7

The Company has no inventories.

Nature and carrying value of inventories

The Group’s principal activities are housebuilding and commercial development. The majority of the development activity is not contracted
prior to the development commencing. Accordingly, the Group has in its Batance Sheet at 30 June 2019 current assets that are not covered
by a forward sale. The Group’s internal controls are designed to identify any developments where the balance sheet value of land and work in
progress is more than the projected lower of cost or net realisable value. During the year the Group has conducted six-monthly reviews of the
net realisable value of specific sites identified as at high risk of impairment, based upon a number of criteria including low site profit margins
and sites with no forecast completions. Where the estimated net realisable value of a site was less than its current carrying value the Group
has impaired the land and work in progress value.

During the year, due to performance variations, changes in assumptions and changes to viability on individual sites, there were gross
impairment charges of £5.5m (2018: £13.2m] and gross impairment reversals of £20.3m (2018: £9.9m), resulting in a net impairment reversal
of £14.8m (2018: £3.3m charge) included within profit from operations.

The key estimates in these reviews are those used to estimate the realisable value of a site, which is determined by forecast sales rates,
expected sales prices and estimated costs to complete.

The Directors consider all inventories to be essentially current in nature, although the Group’s operational cycle is such that a proportion of
inventories will not be realised within 12 months. It is not possible to determine with accuracy when specific inventory will be realised as this
will be subject to a number of variables such as consumer demand and planning permission delays.
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Notes to the Financial Statements continues
Year ended 30 June 2019

3.2 Trade and other receivables

% Trade and other receivables

Trade and other receivables are financial assets with fixed or determinable payments that are not quoted in an active market. They are
included in current assets, except for those with maturities greater than 12 months after the balance sheet date, which are classified as
non-current assets. Amounts recoverable on certain construction contracts where revenue is recognised over time are included in trade
receivables and stated at cost plus attributable profit less any foreseeable losses. Payments received on account for these construction
contracts are deducted from amounts recoverable on these contracts.

Trade and other receivables are measured at amortised cost less a loss allowance for expected credit losses which are assessed on the
basis of an average weighting of the risk of default. Any impairment is recognised immediately in the Income Statement.

For this purpose, a default is determined to have occurred if the Group becomes aware of evidence that it will not receive all contractual
cash flows that are due or if payment has not been received within 60 days of the due date. After this time, it is probable that contractual
cash flows will not be fully recovered. ’

The Group does not hold any collateral over these balances.

Trade receivables are receivables and contract assets arising from the Group’s contracts with customers. The loss allowance is equal to
the lifetime expected credit loss, assessed on an individual basis.

The loss allowances for other receivables and amounts due from subsidiary undertakings are equal to 12-month expected credit losses
unless there has been a significant increase in credit risk since the date of initial recognition, in which case the loss allowance is equal to
the lifetime expected credit loss. A significant increase in credit risk is judged to have occurred if a review of available information indicates
an increased probability of default, or if contractual payments are more than 30 days past due.

Where amounts due from subsidiary undertakings can be satisfied by the subsidiaries through the recovery of a debt from fellow
subsidiaries with strong capacity to meet that debt, the amount is considered to have low credit risk at the reporting date and it is therefore
assumed that the credit risk has not significantly increased.

Trade and other receivables that are more than two years overdue are deemed to have no reasonable expectation of recovery and are
therefore written off in the Financial Statements, but are still subject to enforcement activity. Subsequent recoveries of amounts previousty
written off are credited to the Income Statement.

Group Company
2019 2018 2019 2018
£m £m £€m £m

Non-current assets '
Other receivables 1.5 3.1 - -
1.5 3.1 - -

Current assets -

Trade receivables 152.1 141.4 - -
Amounts due from subsidiary undertakings - - 76.3 83.0
Other receivables 55.5 76.1 1.0 0.6
Prepayments and accrued income 16.0 9.3 9.9 2.4
223.6 226.8 87.2 86.0

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1 5.

Included within trade and other receivables are amounts due from contract customers of £1.1m (2018: £2.8m] in relation to contracts where
revenue is recognised over time.
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3.2 Trade and other receivables continued

The carrying values of trade and other receivables are stated after allowance for doubtful receivables. The movements in the loss allowances
for the period were as follows:

Amounts due

from subsidiary

Trade receivables Other receivables undertakings

Lifetime expected credit 12 month 12 month

losses (individually expected credit  expected credit

assessed) losses losses

Group Company Group  Company Company

Allowance for doubtful receivables Notes £m £m £m £m £m
Loss allowance at 1 July 2018 . 4.3 - 1.0 - -
Charge for the year 535 6.9 - 0.6 - -
Amounts written off (0.1) - - - . -
Recoveries of amounts previously written off 5.3.5 (5.0 - - - -
Loss altowance at 30 June 2019 6.1 - 1.6 - V -

Movements in loss allowances are principally a result of the derecognition and origination of financial assets in the period. The loss
allowances written off are equal to the gross carrying amounts of the assets written off in the year. The Directors consider that the carrying
amount of trade receivables approximates to their fair value.

Further disclosures relating to financial assets are set out in note 5.3.

3.3 Trade and other payables
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% Trade and other payables

Trade and other payables on normal terms are not interest bearing and are stated at amortised cost.

Trade and other payables on extended terms, particularly in respect of land, are recorded at their fair value at the date of acquisition of
the asset to which they relate by discounting at prevailing market interest rates at the date of recognition. The discount to nominal value,
which will be paid in settling the deferred purchase terms liability, is amortised over the period of the credit term and charged to finance
costs using the ‘effective interest rate’ method.

Group Company
2019 2018 2019 2018
£m £m £m £m

Non-current liabilities
Land payables 385.6 520.0 - -
Other payables 27.9 46.7 - -
413.5 566.7 - -

Current liabilities

Trade payables 353.6 3611 2.2 1.4
Land payables 575.1 476.7 - -
Amounts due to subsidiary undertakings - - 334.3 409.5
Accruals and deferred income 533.4 511.6 26.9 229
Other tax and social security 13.9 14.1 - -
Other payables 111.9 98.9 0.8 1.0
] 1,587.9 1,462.4 364.2 434.0

' The Group has applied IFRS 15 using the cumulative effect method. Comparatives have not been restated in respect of the adoption of IFRS 15 or IFRS 9.

Further information on the initial application of these standards can be found in notes 1.4 and 1.5.
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Notes to the Financial Statements continued
Year ended 30 June 2019

3.3 Trade and other payables continued

Included in trade and other payables are payments on account received from customers in excess of amounts recoverable on contracts on
which revenue is recognised over time of £22.8m (2018: £7.1ml].

Accruals and deferred income includes a £4.7m (2018: £2.7m] social security accrual relating to share-based payments [note 6.3). Other
payables classified as current liabilities principally comprise payments received on account. Other payables classified as non-current
liabilities at 30 June 2019 principally comprise payments and deposits received in advance.

The Group has £486.4m (2018: £529.2m] of payables secured by legal charges on certain assets and £43.5m (2018: £79.4m) supported by
promissory notes. Other non-current payables are unsecured and non-interest bearing.

Further disclosures relating to financial liabilities are set out in note 5.3.

3.4 Secured loans

Secured loans principally comprise interest free loans that were granted as part of sales transactions and for which the cash flows receivable
are based on the value of the property at redemption. These loans are secured by way of a second legal charge on the respective property
(after the first mortgage charge).

Under IFRS 9 the Group’s remaining secured loans, previously classified as ‘available for sale assets’ under IAS 39 ‘Financial Instruments:
Recognition and Measurement’, were reclassified as ‘fair value through profit and loss". No adjustments were required in respect of amounts
previousty dealt with in other comprehensive income since following the sale of the majority of the Group’s available for sale assets in
February 2016 fair value adjustments previously held in equity were realised and transferred to the Income Statement.

Secured loans

Secured loans are classified under IFRS 9 as fair value through profit and loss and are held at fair value calculated as the present value
of expected future cash flows, calculated on a loan by loan basis, taking into account the estimated market value of the property and the
estimated time of repayment. Gains and losses arising from changes in fair value, changes in future cash flows and interest calculated
using the ‘effective interest rate’ method in accordance with IFRS 9, are recognised directly in the Income Statement.

For secured loans a significant or prolonged decline in the value of the property underpinning the value of the loan or an increased
risk of default are considered to be objective evidence of impairment. Increases in the fair value of secured loans previously subject to
impairment, which can be objectively related to an event occurring after recognition of the impairment loss, are recognised in the
Income Statement.

Group
2019 2018
Secured loans Notes £m £m
At 1 July 3.4 3.9
Disposals (at cost) (1.9) {2.4)
Other provision movements 1.1 1.9
At 30 June 2.6 3.4
Balance at 30 June analysed as:
Current 531 1.2 0.3
Non-current 53.1 1.4 3.1

Further disclosures relating to financial assets are set out in note 5.3.
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G Business combinations and other investing activities

4.1 Business combinations

% Consolidation

intra-Group transactions and intercompany profits or losses are eliminated on consolidation.

The financial statements of subsidiary undertakings are consolidated from the date when control passes to the Group, as defined in

IFRS 3, using the acquisition method of accounting up to the date control ceases. All of the subsidiaries’ identifiable assets and liabilities,
inctuding contingent liabilities, existing at the date of acquisition are recorded at their fair values. All changes to those assets and liabilities
and the resulting gains and losses that arise after the Group has gained control of the subsidiary are included in the Income Statement. All

A full list of the subsidiary undertakings of the Group and Company is included in note 7.4.

4.1.1 Merger reserve

The merger reserve comprises the non-statutory premium arising on shares issued as consideration for the acquisition of subsidiaries where

merger relief under section 612 of the Companies Act 2006 applies.

4.1.2 Non-controlling interests

Group

2019 2018

Movement in non-controlling interest share of net assets recognised in the Consolidated Balance Sheet £m £m
At 1 July 7.5 9.1
Distribution of profits to non-controlling partner - (1.4}
Share of loss for the year recognised in the Consolidated Income Statement (0.6) (0.2
At 30 June 6.9 7.5

There are no significant restrictions on the ability of the Group to access or use assets and settle liabilities. Detailed arrangements for each

subsidiary are laid out in the relevant shareholder and partnership agreements.

4.1.3 Disposal of Group subsidiary undertakings

On 16 March 2019 the Group disposed of the entire share capital of its wholly owned subsidiary Barratt Residential Asset Management
Limited {'BRAM’] for a total consideration, received in cash, of £5.25m. The gain recognised by the Group on disposal and included within

administrative expenses was £0.6m.

On 29 June 2019 the Group disposed of its subsidiary Barratt London Investments Limited ('BLIL) including the Group’s 50% interests in
Aldgate Place [GP) Limited, The Aldgate Place Limited Partnership, Aldgate Land One Limited and Aldgate Land Two Limited which were held
by that company. The Group received cash consideration of £18.6m for the net assets of BLIL (being its investments in its JVs), recognising a

£1.7m loss on disposal.

Financial information relating to these subsidiaries for the period from 1 July 2018 to their disposal, which is consolidated within these

Financial Statements, is set out below:

BLIL and its

BRAM JVs

€m £m

Net operating expense (0.6) -
Operating loss (0.6) -
Net finance costs - -
Group share of loss from JVs - (0.2)
Loss before taxation {0.6) (0.2)
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Notes to the Financial Statements continued
Year ended 30 June 2019

4.1 Business combinations continued
4.1.4 Group acquisition of subsidiary undertakings

On 27 June 2019 the Group acquired 100% of the share capital of Oregon Timber Frame Limited, which owns 100% of the share capital

of Oregon Contract Management Limited. Oregon was established in 1998 and is one of the UK's largest timber frame manufacturers. It
specialises in the manufacture and erection of high quality timber frame superstructures. Further details on the strategic rationale for the
acquisition are included in the Strategic Report on page 11.

Details of the purchase consideration, net assets acquired and the resulting goodwill are as follows:

2019

£m

Cash paid 18.7
Deferred consideration 41
Total purchase consideration 22.8
Fair value

Net assets and liabilities recognised as a result of the acquisition: £m
Intangible assets 2.3
Tangible assets 2.9
Inventories 0.9
Trade and other receivables 4.7
Cash ' 2.9
Trade and other payables (4.0)
Provisions (0.61
Net identifiable assets acquired 9.1
Goodwill 13.7
Net assets acquired 22.8

The assets and liabilities acquired have been recognised at their acquisition-date fair values. The fair value of trade and other receivables is
equal to the gross contractual amounts receivable.

Goodwill arises as a result of operational synergies between Oregon and the Group's existing housebuilding segment.

No revenue or profit contribution is recognised in the Consolidated Income Statement in respect of Oregon. If the acquisition had occurred
on 1 July 2018, consolidated pro-forma revenue and profit for the year ended 30 June 2019, based on Oregon’s results for the year adjusted
for intercompany transactions and differences in accounting policies, would have been £4,788.8m and £740.5m respectively. Acquisition
costs of £0.9m are included in administrative expenses in the Consolidated Income Statement and in operating cash flows in the Cash Flow
Statement.

The Group’s cash outflow in respect of the acquisition is as follows:

2019

£€m

Cash consideration (18.7)
Balances acquired:

Cash 2.9

Net outflow of cash - investing activities (15.8)

There were no acquisitions in the year ended 30 June 2018.
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4.1 Business combinations continued
4.1.5 Company investments in subsidiary undertakings

Company investments

The Company's interests in subsidiary undertakings are accounted for at cost less accumulated provision for impairment.

Where share-based payments are granted to the employees of subsidiary undertakings by the Company, they are treated as a capital
contribution to the subsidiary and the Company's investment in the subsidiary is increased accordingly.

Company

2019 2018

£m £m

Cost

At 1 July 3,172.9 3,177.6

Increase/(decrease) in investment in subsidiaries related to share-based payments 0.6 {4.7)

At 30 June 3,173.5 3.172.9
Impairment )
At 1 July 87.6 79.2 S
Impairment charged in the year - 8.4 GE,
At 30 June 87.6 87.6 2
Net book value =
At 1 July 3,085.3 3,098.4 °
At 30 June 3,085.9 3,085.3 §

During the prior year, the Company’s investment in one of its subsidiaries, Barratt Commercial Limited, was impaired by £8.4m following a
review of the value-in-use of that company.
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Notes to the Financial Statements continued
Year ended 30 June 2019

4.2 Goodwill and other intangible assets
4.2.1 Goodwill

Goodwill

Goodwill arising on consolidation represents the excess of the fair value of the consideration over the fair value of the separately
identifiable net assets and liabilities acquired.

Goodwill arising on the acquisition of subsidiary undertakings and businesses is capitalised as an asset but reviewed for impairment at
least annually (see note 4.2.3].

For the purpose of impairment testing, goodwill is allocated to each of the Group's cash-generating units expected to benefit from the
synergies of the combination at acquisition being housebuilding and commerciat developments. Cash-generating units to which goodwill
has been allocated are tested for impairment. If the recoverable amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill atlocated to the unit and then to the other
assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. Any impairment loss is recognised immediately in
the Income Statement and is not subsequently reversed.

Group
2019 2018
£m £m
Cost
At 1 July 816.7 816.7
Arising on acquisition during the year 13.7 -
At 30 June 830.4 816.7
Accumulated impairment losses
At 30 June 24.5 24.5
Carrying amount
At 30 June 805.9 792.2

During the year the Group acquired all of the share capital of Oregon Timber Frame Limited (note 4.1.4). Goodwill arising on the acquisition of
£13.7m has been capitalised and allocated to the Group's housebuilding segment.

The Group’s goodwill relating to the acquisition of Wilson Bowden Limited in 2007 has a carrying value of £792.2m relating to the
housebuitding segment. The goodwill relating to the commercial developments segment, with a cost of £24.5m, was fully impaired in the year
ended 30 June 2008.
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4.2 Goodwill and other intangible assets continued
4.2.2 Other intangible assets - Brands

Brands

The Group has capitalised, as intangible assets, brands that have been acquired. Acquired brand values are calculated using discounted
cash flows. Where a brand is considered to have a finite life, it is amortised over its useful life on a straight-line basis. Where a brand is
capitalised with an indefinite life, it is not amortised. The factors that contribute to the durability of brands capitalised are that there are no
material legal, regulatory, contractual, competitive, economic or other factors that limit the useful life of these intangible assets. Internally
generated brands are not capitalised.

The Group carries out an annual impairment review of indefinite life brands as part of the review of the carrying value of goodwill, by
performing a value-in-use calculation, using a discount factor based upon the Group's pre-tax weighted average cost of capital (note 4.2.3].

Customer contract relationships

The Group has capitalised, as intangible assets, acquired customer contract relationships. Customer contract relationships are valued at
the present value of future cash flows and are amortised on a straight line basis in line with contract relationships at the acquisition date.

Internally generated customer contract relationships are not capitalised.

Group
Customer
contract
Brands relationships Total
2019 2018 2019 2018 2019 2018
£m £m £m £m £m £m
Cost
At 1 July 107.0 107.0 - - 107.0 107.0
Acquired during the year through business
combinations 0.9 - 1.4 - 2.3 -
At 30 June 107.9 107.0 1.4 - 109.3 107.0
Amortisation
At 30 June 7.0 7.0 - - 7.0 7.0
Carrying amount
At 30 June 100.9 100.0 1.4 - 102.3 100.0

The Group does not amortise the housebuilding brand acquired with Wilson Bowden, being David Wilson Homes, valued at £100.0m, as the
Directors consider that this brand has an indefinite useful economic life due to the fact that the Group intends to hold and support the brand
for an indefinite period and there are no factors that would prevent it from doing so.

During the year the Group acquired brands valued at £0.9m and customer contract relationships valued at £].4m [note 4.1.4). These assets
will be amortised on a straight line basis in line with the contract relationships at the acquisition date.

The brand of Wilson Bowden Developments [valued at £7.0m prior to amortisation) was previously amortised over ten years as it is a
business-to-business brand operating in niche markets. Following an impairment review at 30 June 2008, the Wilson Bowden Developments
brand was fully impaired.
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Notes to the Financial Statements continued
Year ended 30 June 2019

4.2 Goodwill and other intangible assets continued
4.2.3 Impairment of goodwill and indefinite life brands

The Group conducts an annual impairment review of goodwill and its indefinite life brand together for the housebuilding segment.

1)
_[5 Impairment of goodwill and indefinite life brands

The impairment review for the goodwill of the housebuilding business and the Group’s indefinite life brand, David Wilson Homes, requires
an estimation of the value-in-use of the housebuilding segment. The value-in-use calculation requires an estimate of the future cash flows
expected from the housebuilding business, including the anticipated growth rate of revenue and costs, and requires the determination of

a suitable discount rate to calculate the present value of the cash flows. The discount rate used is based on the target capital structure,
current market assessments of the time value of money and risks appropriate to the Group’s housebuilding business. Changes in

these may impact on the Group’s discount rate in future periods. The sensitivity of the valuation of goodwill and brands to changes in
expectations is set out in this note.

An impairment review was performed at 30 June 2019 and compared the value-in-use of the housebuilding segment with the carrying value
of its tangible and intangible assets and allocated goodwill.

The value-in-use was determined by discounting the expected future cash flows of the housebuilding segment. The first two years of cash
flows were determined using the Group’s approved detailed site-by-site business plan. The cash flows for the third to the fifth years were
determined using Group level internal forecast cash flows based upon expected volumes, selling prices and margins, taking into account
avaitable land purchases and work-in-progress levels. The cash flows for year six onwards were extrapolated in perpetuity using an estimated
growth rate of 1%, which was based upon the historical long term growth rate of the UK economy.

The key assumptions for the value-in-use calculations were:

* Discount rate: this is a pre-tax rate reflecting current market assessments of the time value of money and risks appropriate to the Group’s
housebuilding business. Accordingly, the rate of 15.2% (2018: 14.5%] is considered by the Directors to be the appropriate pre-tax risk
adjusted discount rate, being the Group's estimated long term pre-tax weighted average cost of capital.

* Expected changes in selling prices for completed houses and the related impact on operating margin: these are determined on a
site-by-site basis for the first two years dependent upon local market conditions and product type. For years three to five, these have been
estimated at a Group level based upon past experience and expectations of future changes in the market, taking into account external
market forecasts.

¢ Sales volumes: these are determined on a site-by-site basis for the first two years dependent upon local market conditions, land
availability and planning permissions. For years three to five, these have been estimated at a Group level based on past experience and
expectations of future changes in the market, taking into account external market forecasts.

* Expected changes in site costs to complete: these are determined on a site-by-site basis for the first two years dependent upon the
expected costs of completing all aspects of each individual development. For years three to five, these have been estimated at a Group
level based on past experience and expectations of future changes in the market, taking into account external market forecasts.

The result of the value-in-use exercise concluded that the recoverable value of goodwill and intangible assets exceeded its carrying value
by £2,095.6m {2018: £1,731.4m] and there has been no impairment.

Management have performed a sensitivity analysis in assessing recoverable amounts of goodwill, based on changes in key assumptions
considered to be possible. A 5% fall in sales volumes would reduce the headroom over carrying value by £408.7m and no impairment
would arise.
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4.3 Investments in jointly controlled entities and associated entities

4.3.1 Joint ventures

Ajointly controlled entity (JV] is an entity, including an unincorporated entity such as a partnership, in which the Group holds an interest with
one or more other parties where a contractual arrangement has established joint control over the entity. An associated entity is an entity,
including an unincorporated entity such as a partnership, in which the Group holds a significant influence and that is neither a subsidiary nor

an interest in a JV.

% Jointly controlled and associated entities

JVs and associated entities are accounted for using the equity method of accounting.

Group Company

2019 2018 2019 2018

JVs and associates £m £m £m £m
At 1 July 234.1 213.1 - -
increase in amounts invested in JVs 51.0 58.6 - -
Repayment of investments in JVs (66.9) (11.7) - -
Equity accounted investment disposed of in the year (8.1) - - -
Impairment of investments in JVs - (2.1) - -
Dividends received from JVs (60.3) (41.8} - -
Share of post-tax profit for the year from JVs 39.2 18.6 - -
Share of post-tax (loss)/profit for the year from associates - (0.6) - -
At 30 June 189.0 234.1 - -

There are no losses in any of the Group’s JVs or associates which have not been recognised by the Group.

During the year, the Group entered into a new JV arrangement, Blackhorse Road Properties LLP, and disposed of its interests in Aldgate
Place (GP) Limited, The Aldgate Place Limited Partnership, Aldgate Land One Limited and Aldgate Land Two Limited (note 4.1.3).

At 30 June 2019 the Group has interests in the fotlowing jointly controlled entities:

Principal
Voting - place Financial

Registered Percentage rights Country of of Principal year
Jv office owned controlled registration business activity end date
51 College Road Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*
LLP Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 1UF
Alie Street LLP? Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*

Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 1UF
Barratt Barratt House, Cartwright Way, 75.0% 50.0% England UK Housebuilding 30 June
Metropolitan LLP! Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 1UF
Barratt Osborne Fonteyn House, 47-49 London Road, 50.0% 50.0% England UK Dormant 30 September*
Bexley LLP Reigate, Surrey RH2 9PY and Wales
Barratt Osborne Fonteyn House, 47-49 London Road, 50.0% 50.0% England UK Dormant 30 April*
Worthing LLP Reigate, Surrey RH2 9PY and Wales
Barratt Wates [East ~ Barratt House, Cartwright Way, 50.0% 50.0% England UK Holding 30 June
Grinstead] Limited Forest Business Park, Bardon Hill, and Wales company

Coalville, Leicestershire LE67 1UF
Barratt Wates [East ~ Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 30 June
Grinstead) No.2 Forest Business Park, Bardon Hill, and Wales

Limited?

Coalville, Leicestershire LE67 1UF
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Notes to the Financial Statements continued
Year ended 30 June 2019

4.3 Investments in jointly controlled entities and associated entities continued
4.3.1 Joint ventures continued

Principal
Voting place Financial
Registered Percentage rights Country of of Principal year
JV office owned controlled registration business activity end date
Barratt Wates {Horley) Barratt House, Cartwright Way, 78.5% 50.0% England UK Housebuilding 30 June
Limited® Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 TUF
Barratt Wates Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 30 June
[Lindfield) Limited Forest Business Park, Bardon Hitl, and Wales
Coalville, Leicestershire LE67 1UF
Barratt Wates Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 30 June
[Worthing] Limited Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE47 1UF
BDWZest Barratt House, Cartwright Way, 50.0% 50.0% England UK Holding 31 March*
Developments LLP?  Forest Business Park, Bardon Hill, and Wales company
Coalville, Leicestershire LE67 1UF
BDWZest LLP Barratt House, Cartwright Way, 50.0% 50.0% Engtand UK Holding 31 March*
Forest Business Park, Bardon Hill, and Wales company
Coalville, Leicestershire LE&7 TUF
BK Scotswood LLP  Barratt House, The Watermark, 50.0% 50.0% England UK Holding 31 December*
Gateshead NE11 952 and Wales company
Blackhorse Road Barratt House, Cartwright Way, 51.0% 50.0% England UK Housebuilding 30 April*
Properties LLP! Forest Business Park, Bardon Hill, and Wales
Coalvilte, Leicestershire LE67 TUF
Brooklands Milton Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 30 June
Keynes LLP Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE&S7 TUF
DWH/Wates [Thame] Barratt House, Cartwright Way, 50.0% 50.0% Engtand UK Housebuilding 30 June
Limited Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE47 1TUF
Enderby Wharf LLP ~ Here East, 13 East Bay Lane, 50.0% 50.0% Engtand UK Housebuilding 30 June
3rd Floor Press Centre, Queen and Wales
Elizabeth Park, London E15 2GW
Fulham Wharf LLP?  Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*
Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 1UF
Fulham Wharf One Barratt House, Cartwright Way, 50.0% 50.0% Engtand UK Dormant 31 March*
Limited? Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE&7 TUF
Fulham Wharf Two Barratt House, Cartwright Way, 50.0% 50.0% England UK Dormant 31 March*
Limited? Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 1UF
Harrow View Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*
LLP Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 1UF
Infinity Park Barratt House, Cartwright Way, 50.0% 50.0% England UK Commercial 30 June
Derby LLP Forest Business Park, Bardon Hitl, and Wales development
Coalville, Leicestershire LE67 1UF
Nine Elms LLP? Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*
Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 1UF
Nine Elms One Barratt House, Cartwright Way, 50.0% 50.0% England UK Dormant 31 March*
Limited? Forest Business Park, Bardon Hill, and Wales
Coalville, Leicestershire LE67 1TUF
Nine Elms Two Barratt House, Cartwright Way, 50.0% 50.0% England UK Dormant 31 March*
Limited? Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE47 TUF
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4.3 Investments in jointly controlled entities and associated entities continued
4.3.1 Joint ventures continued

Principal
Voting place Financial

Registered Percentage rights Country of of Principal year
Jv office owned controlled registration business activity end date
Old Sarum Park Barratt House, Cartwright Way, 50.0% 50.0% England UK Dormant 30 June
Properties Limited Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 TUF
Queensland Road Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March*
LLP? Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 1UF
Ravenscraig Limited' 15 Atholl Crescent, 33.3% 33.3% Scotland UK Commercial 31 December*

Edinburgh EH3 8HA development
Ravenscraig Town Barratt House, Cartwright Way, 50.0% 50.0% England UK Dormant 30 June
Centre LLP Forest Business Park, Bardon Hill, and Wales

Coalville, Leicestershire LE67 TUF
Rose Shared Equity ~ Barratt House, Cartwright Way, 50.0% 50.0% England UK Investment 30 June
LLP Forest Business Park, Bardon Hill, and Wales entity

Coalville, Leicestershire LE67 1UF @
Sovereign BOW Woodlands, 90 Bartholomew Street, 50.0% 50.0% England UK Dormant 30 June S
[Hutton Close) LLP Newbury, West Berkshire RG14 5EE and Wales g
Sovereign BDW Woodlands, 90 Bartholomew Street, 50.0% 50.0% England UK Housebuilding 30 June E
[Newbury) LLP Newbury, West Berkshire RG14 5EE and Wates v
Wichelstowe Barratt House, Cartwright Way, 50.0% 50.0% England UK Housebuilding 31 March* -g
LLP Forest Business Park, Bardon Hitl, and Wales S

Coalville, Leicestershire LE67 TUF E
ZestBOW LLP Barratt House, Cartwright Way, 50.0% 50.0% England UK Holding 31 March*

Forest Business Park, Bardon Hitl, and Wales company

Coalville, Leicestershire LE67 1UF

* JV prepares financial statements which are non-coterminous with the Group in order to comply with the terms of their JV agreements and to align with the year ends and
requirements of our JV partners.

Judgements applied in determining the classification of joint arrangements

' The Group holds three JV investments {Barratt Wates (Horley} Limited, Barratt Metropolitan LLP and Blackhorse Road Properties LLP not in equal share, and one
(Ravenscraig Limited) with more than one other party. However, in each case, the Group has equal voting rights and control over the activities of the companies with the
other parties. In addition, the Group and the other parties ta the agreements only have rights to the net assets of these companies through the terms of the contractual
arrangements. These entities are therefore classified as JVs.

2 The Group's interests in a number of the entities classified as JVs are held indirectly.

® Barratt Wates (East Grinstead) No. 2 Limited is a wholly owned subsidiary of the Group's JV, Barratt Wates [East Grinstead) Limited, and is therefore classified as a
JV of the Group.

¢ BDWZest Developments LLP, Alie Street LLP, Queensland Road LLP, Fulham Wharf LLP and Nine Elms LLP, form a group of limited liability partnerships jointly
owned [directly or indirectly) by BDWZest LLP and ZestBDW LLP, both of which are JVs of the Group. Nine Elms One Limited and Nine Elms Two Limited are wholly
owned subsidiaries of Nine Elms LLP, and Fulham Wharf One Limited and Fulham Wharf Two Limited are whotly owned subsidiaries of Fulham Wharf LLP. Alt of
these entities are therefore classified as JVs of the Group.
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Notes to the Financial Statements continues

Year ended 30 June 2019

4.3 Investments in jointly controlled entities and associated entities continued

4.3.1 Joint ventures continued

Summarised financial information relating to these JVs is as follows:

Harrow View LLP

Fulham Wharf LLP

Nine Elms LLP

Enderby Wharf LLP

2019 2018 2019 2018 2019 2018 2019 2018
£m £m €m Em €m £m €m £m
Income 17.0 5.8 105.5 11.9 116.0 111.0 1.2 78.6
Adjusted Expenditure (14.1) (5.5) (98.2) {36.1] (94.9) (99.8) 8.1 (62.9)
Costs associated with legacy properties - - - - - - - -
2.9 03 7.3 (24.2) 211 1.2 9.3 15.7
Tax - - - - - - - -
Profit/(loss] for the year, being total
comprehensive income/(expense) 2.9 0.3 7.3 (24.2) 211 11.2 9.3 15.7
Group share of profit/(loss) for the year
recognised in the Consolidated Income
Statement 1.5 0.2 3.6 (12.1) 10.6 5.6 4.6 7.9
Dividends received from JVs in the year - - - - 13.0 - 7.0 23.0
Current assets 115.0 93.9 29.7 . 850 134.2 173.4 9.0 19.5
Non-current assets - - - - - - - -
Current liabilities (35.4) (2.3 {3.4) (3.9) (17.1] (28.8) (4.9) (10.7}
Non-current liabilities - - - - - (9.0) - -
Net assets/[liabilities) of JVs 79.6 91.6 263 . 811 1171 135.6 4.1 8.8
Group share of net assets/
(Liabilities) recognised in the
Consolidated Balance Sheet at 30 June 39.8 45.8 13.2 40.6 58.5 67.8 2.1 4.4

During the year, the Group entered into a number of transactions with its JVs in respect of funding and development management services
[with charges made based on the utilisation of these services] in addition to the provision of construction services. Further details on these
transactions are provided in note 7.3.3. The Group and Company have a number of contingent liabilities relating to their JVs. Further details

on these are provided in note 7.2.2.

The Group has made loans of £79.2m (2018: £104.9m) to its JVs, which are included within Group investments accounted for using the equity
method. Included within the Group’s share of net assets of JVs is a proportion of the loans to the JVs calculated using the Group’s ownership

share of £78.3m (2018: £97.0m).

During the prior year the Group impaired its investment in BK Scotswood LLP by £2.1m following a review of the net realisable vatue of

its assets.

The transfer of funds from the Group's JVs to the Group is determined by the terms of the JV agreements, which specify how available funds
should be applied in repaying loans and capital, and distributing profits to the partners.
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The Aldgate Place

Brooklands

Barratt Metropolitan LLP Limited Partnership Milton Keynes LLP Other JVs Group Total
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
£m E£m £m E£m £m £m £m £m €m £m
52.9 45.2 - 21 82.6 83.0 105.6 65.4 480.8 403.0
(49.9) (38.4) {0.4) (16.4) (55.3) {56.5) (92.7) (52.0] {397.4) (367.6)
- - - - - - (7.0) - (7.0) -
3.0 6.8 (0.4) (14.3) 27.3 265 5.9 13.4 76.4 35.4
- - - - - - {0.5) (1.1) (0.5) (1.1)
3.0 6.8 (0.4) (14.3) 27.3 26.5 5.4 12.3 75.9 34.3
2.2 5.1 (0.2) (7.2) 13.7 13.3 3.2 5.8 39.2 18.6
12.8 - - - 14.8 16.5 12.7 23 60.3 41.8 )
72.9 73.9 - 375 31.8 42.8 101.0 128.5 493.6 654.5 S
- - - - - - 13.7 14.3 13.7 14.3 5
(73.7) (60.6) - (5.9} (29.8) (38.5) (49.3) {106.8) (213.6) (257.5) g
- - - {15.0 - - (43.9) {108.6) (43.9) (132.6) =
(0.8 13.3 - 16.6 2.0 43 21.5 (72.6) 249.8 278.7 g
E
(0.5) 10.0 - 8.3 1.0 2.2 10.5 (33.6) 124.6 145.5
4.3.2 Associated entities
The Group has a significant interest in the following associated entity:
Associate Percentage owned Country of registration Principal activity
New Tyne West Development Company LLP 25.0% England and Wales Housebuilding

New Tyne West Development Company LLP prepares financial statements to 31 December, which is non-coterminous with the Group, as
agreed between the partners at the inception of the joint arrangement.

During the prior year New Tyne West Development Company LLP impaired its assets by £0.6m following a review of their net realisable value.

In relation to the Group’s interests in associates, the Group’s share of assets and liabilities of its associate at 30 June 2018 and 30 June 2019
is €nil. The Group's share of the associate’s result during the year was £nil {2018: £0.6m loss].

The Group has made loans of Enil (2018: £nil) to its associate. Further details of transactions between the Group and its associate are
provided in note 7.3.4.

The Group has no contingent liabilities relating to its associated entity.
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Notes to the Financial Statements continued
Year ended 30 June 2019

4.4 Jointly controlled operations

% Jointly controlled operations

The Group’s share of profits and losses from its investments in jointly controlled operations is accounted for on a direct basis and is
included in the Income Statement. The Group’s share of its investments, assets and liabilities is accounted for on a directly proportional
basis in the Group’s Balance Sheet.

The Group enters into jointly controlled operations as part of its housebuilding and property development activities. The Company has no
jointly controlled operations (2018: nonel.

The Group has significant interests in the following jointly controlled operations:

Joint operation Share of profits and assets consolidated Principal place of business Principal activity

Chapel Hill 50.0% UK Housebuilding

' Subject to achieving forecast profitability, 50% of profits are attributable to the Group. 50% of assets are consolidated excluding land, land creditors and any
part-exchange properties.

The Group's share of the joint operations’ income and expenses included in the Consotidated Income Statement during the year, and the
assets and liabilities of the joint operations which are included in the Group Balance Sheet, are shown below:

Group

2019 2018

Group share: £m Em
Income 17.2 12.0
Expenses (16.2) (10.3)
Share of profit from joint operations 1.0 1.7
Current assets 11.0 1.9
Current liabilities (1.0} (2.9)
Share of net assets of joint operations 10.0 9.0
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4.5 Property, plant and equipment

% Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated depreciation and accumulated impairment losses. Depreciation is
provided to write off the cost of the assets on a straight-line basis to their residual value over their estimated useful lives. Residual values
and asset lives are reviewed annually.

Freehold properties are depreciated on a straight-line basis over 25 years. Freehold land is not depreciated. Plant is depreciated on a
straight-line basis over its expected useful life, which ranges from one to seven years.

Group Company
Plant and Plant and
Property equipment Total Property  equipment Total
£m £m £m £m £m £m
Cost
At 1 July 2017 3.5 29.5 33.0 0.2 14.4 14.6
Additions - 7.5 7.5 - 3.7 3.7 "
Disposals - (0.3} (0.3) - - - <
At 30 June 2018 3.5 36.7 40.2 0.2 18.1 18.3 =
Additions 0.5 6.7 7.2 - 4.1 41 £
Acquired at fair value (note 4.1.4) 2.3 0.6 29 - - - &
Disposals - (0.3) (0.3) - - - K]
At 30 June 2019 6.3 43.7 50.0 0.2 22.2 22.4 =
Depreciation €
At 1 July 2017 2.8 20.7 23.5 0.2 9.5 9.7 w
Charge for the year 0.1 5.3 5.4 - 3.2 3.2
Disposals - 0.3) (0.3) - - -
At 30 June 2018 2.9 25.7 28.6 0.2 12.7 129
Charge for the year 0.4 3.9 43 - 1.8 1.8
Disposals - (0.3) (0.3) - - -
At 30 June 2019 3.3 29.3 32.6 0.2 14.5 14.7
Net book value
At 30 June 2018 0.6 11.0 11.6 - 5.4 5.4
At 30 June 2019 3.0 14.4 17.4 - 7.7 7.7

Authorised future capital expenditure that was contracted but not provided for in these Financial Statements amounted to £1.3m (2018: £1.5m).
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Notes to the Financial Statements continued
Year ended 30 June 2019

6 Capital structure and financing

5.1 Net cash

Net cash is defined as cash and cash equivalents, bank overdrafts, interest bearing borrowings, prepaid fees and foreign exchange swaps.

Net cash at 30 June is shown below:

Group Company
2019 2018 2019 2018
Notes £m Em £m £m
Cash and cash equivalents 5.1.1 958.3 982.4 886.6 867.4
Drawn debt
Borrowings
Sterling US private placement notes (200.0) (200.0) {200.0] (200.0)
Bank overdrafts - - (49.9} (71.1)
Prepaid fees! - 8.9 - 8.9
Total borrowings being total drawn debt (200.0) (191.1) (249.9) (262.2)
Prepaid fees! 7.4 - 7.4 -
Net cash 765.7 791.3 644.1 605.2
Total borrowings at 30 June are analysed as:
Non-current borrowings (200.0) (191.1) (200.0) (191.1)
Current borrowings - - (49.9) (71.1)
Total borrowings being total drawn debt (200.0) (191.1) (249.9) (262.2)

' Prepaid fees included in net cash were presented within total borrowings in prior periods. In the current period these are included in the Balance Sheet within

prepayments. Prior year balances have not been restated for this presentational change.

Movement in net cash, including a reconciliation of liabilities arising from financing activities, is analysed as follows:

Group Company
2019 2018 2019 2018
€m £m £m £m
Net (decrease)/increase in cash and cash equivalents (24.1) 198.0 19.2 163.6
Repayment/(drawdown) of borrowings including issue of sterling US private
placement notes:
Loan drawdowns - - - (11.8)
Loan repayments - 21.4 21.2 -
Repayment of US Dollar private placement notes - 48.4 - 48.4
Issue of sterling US private placement notes - (200.0) - (200.0)
Other movements in borrowings:
Movement in prepaid fees (1.5) (0.2) (1.5) (0.2)
Foreign exchange loss on US Dollar private placement notes - (0.8) - (0.8]
Foreign exchange gain on swaps - 0.8 - 0.8
Movement in net cash in the year (25.6) 67.6 38.9 -
Opening net cash ] 791.3 723.7 605.2 605.2
Closing net cash 765.7 791.3 6441 605.2
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5.1 Net cash continued

5.1.1 Cash and cash equivalents

Cash and cash equivalents are held at floating interest rates linked to the UK bank rate, LIBOR and money market rates as applicable. Cash
and cash equivalents comprise cash held by the Group and short term bank deposits with an original maturity of three months or less from
inception and are subject to an insignificant risk of changes in value. Cash and cash equivalents are classified as ‘loans and receivables’.
Further disclosures relating to financial assets are set out in note 5.3.1.

5.1.2 Borrowings and facilities

% Loans and borrowings

Interest bearing loans and overdrafts are recorded as the proceeds received plus accrued interest applied to the account less any
repayments made. Where bank agreements include a legal right of offset for in hand and overdraft balances, and the Group intends to settle
the net outstanding position, the offset arrangements are applied to record the net position in the Balance Sheet.

All debt facilities at 30 June 2019 are unsecured.
The principal features of the Group’s debt facilities at 30 June 2019 and 30 June 2018 were as follows:
Amount drawn

Facility 30June 2019 30 June 2018 Maturity
Committed facilities
RCF £700.0m - - 22 November 2023!
Fixed rate sterling USPP notes £200.0m £200.0m £200.0m 22 August 2027

' On 22 November the Group’s £700.0m revolving credit facility was amended and extended from December 2022 to November 2023.

The Group also uses various bank overdrafts and uncommitted borrowing facilities that are subject to floating interest rates linked to the UK
bank rate, LIBOR and money market rates as applicable.

Weighted average interest rates are disclosed in note 5.2.

5.2 Net finance costs

Finance costs and income

The Group recognises finance costs and income on bank borrowings and deposits and other borrowings in the Income Statement in the
period to which they relate.

2019 2018
Recognised in the Consolidated Income Statement: Notes £m £m

Finance income
Finance income on short term bank deposits (2.8) (1.1)
Finance income related to employee benefits 6.2.2 (2.0 (0.6)
Other interest receivable (2.3) (1.8)
(7.1) (3.5)

Finance costs

Interest on loans and borrowings 9.7 9.8
Imputed interest on deferred term payables 21.5 343
Amounts reclassified to the Income Statement in respect of hedged cash flows - (0.8)
Foreign exchange losses on US Dollar debt - 0.8
Amortisation of facility fees 2.8 2.1
Other interest payable 1.9 2.4
. 35.9 48.6
Net finance costs 28.8 45.1
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Notes to the Financial Statements continued
Year ended 30 June 2019

5.2 Net finance costs continued

2019 2018

Recognised in equity: £m Em

Amounts deferred in respect of effective cash flow hedges - (0.8)

Total fair value movement on cash flow swaps included in equity - (0.8}

Amounts reclassified to the Income Statement in respect of hedged cash flows - 0.8

Total fair value movement on cash flow swaps transferred from equity - 0.8
The weighted average interest rates, excluding fees, paid in the year were as follows:

Group Company

2019 2018 2019 2018

% % % %

Government loans - 1.7 - -

USPP notes 2.8 3.0 2.8 3.0

5.3 Financial instruments

Recognition

to the contractual provisions of the instrument.

The Group derecognises a financial liability only when the Group’s obligations are discharged, cancetled or they expire.

Financial assets and financial liabilities are recognised on the Balance Sheet in accordance with IFRS 9 when the Group becomes a party

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire or it transfers the
financial asset and substantially all the risks and rewards of ownership of the asset to another entity.

G2
] Classification and measurement

cash flow characteristics of the financial asset.

least 12 months after the balance sheet date.

All non-derivative financiat liabilities are classified as ‘subsequently measured at amortised cost'.

Non-derivative financial assets are classified in accordance with IFRS 9 as either ‘fair value through profit and loss’ or ‘subsequently
measured at amortised cost’. The classification depends on the business model for managing the financiat assets and the contractual

Financial assets and liabilities subsequently measured at amortised cost are initially recognised at fair value determined based on
discounted cash flow analysis using current market rates for similar instruments. They are subsequently measured at amortised cost
using the “effective interest rate” method. Financial assets are also measured after recognition of any impairment.

Financial liabilities are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at

Impairment

L

recognised immediately in the Income Statement.

A loss allowance is recognised for expected credit losses on financial assets as described in notes 3.2 and 3.4. Any impairment is
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5.3 Financial instruments continued )

5.3.1 Financial assets
The carrying values and fair values of the Group and Company financial assets are as follows:

Group Company

2019 2018 2019 2018

Fair Carrying Fair Carrying Fair Carrying Fair Carrying

value value value value value value value value

Notes £m £m £m £m £m £m £m £m

Cash and cash .
equivalents 5.1 958.3 958.3 982.4 982.4 886.6 886.6 867.4 867.4

Measured at
amortised cost

Trade and other
receivables' 177.9 177.9 188.3 188.3 0.2 0.2 - -

Intercompany loans 3.2 - - - - 76.3 76.3 83.0 83.0

Fair value through
profit and loss

vy
Non-current secured §
loans 3.4 1.4 1.4 3.1 3.1 - - - - £
Current secured 2
loans 3.4 1.2 1.2 0.3 0.3 - - - - &
Total financial assets 1,138.8 1,138.8 1.174.1 1,174.1 963.1 963.1 950.4 950.4 g
' Excludes amounts recoverable on contracts, prepayments and accrued income, and tax and social security. §
£
5.3.2 Financial liabilities
The carrying values and fair values of the Group and Company financial liabilities are as follows:
Group Company
2019 2018 2019 2018
Fair Carrying Fair Carrying Fair Carrying Fair Carrying
value value value value value value value value
Notes £m £m £m £m £m £€m £m Em
Measured at
amortised cost
Bank overdrafts 5.1 - - - - 49.9 49.9 71.1 711
Trade and other :
payables’ 1,628.7 1,6311 1,682.7 1,692.2 13.5 13.5 10.0 10.0
Intercompany
payables 3.3 - - - - 334.3 3343 409.5 409.5
Loans and borrowings 5.1 196.8 200.0 192.8 200.0 196.8 200.0 192.8 200.0
Total financial
liabilities 1,825.5 1,831.1 1,875.5 1.892.2 594.5 597.7 683.4 690.6

' Excludes deferred income, payments received in excess of amounts recoverable on contracts, tax and social security and other non-financial liabilities.

Trade and other payables include land payables, which may bear interest on a contract-specific basis, and items secured by legal charge as
disclosed in note 3.3.
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Notes to the Financial Statements continued
Year ended 30 June 2019

5.3 Financial instruments continued

5.3.3 Financial assets and liabilities measured subsequent to initial recognition at fair value

The following tables provide an analysis of financial assets that are measured subsequent to initial recognition at fair value, grouped into
Levels 1 to 3 based on the degree to which the fair value is observable:

¢ Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical liabilities;

e Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly [i.e. as prices) or indirectly (i.e. derived from prices); and

e Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are not based
on observable market data (unobservable inputs).

There have been no transfers of liabilities between levels of the fair value hierarchy and no non-recurring fair value measurements.

Financial assets measured subsequent to initial recognition at fair value are as follows:

Group
. 2019 2018
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Notes £m £m £m £m £m £Em €m £m

Secured loans
Non-current secured loans 3.4 - - 1.4 1.4 - - 3.1 3.1
Current secured loans 3.4 - - 1.2 1.2 - - 0.3 0.3
Total - - 2.6 2.6 - - 3.4 3.4

The Group had no derivative financial instruments at 30 June 2019 or 30 June 2018 and no financial liabilities were measured at fair value. In
previous years the Group entered into derivative financial instruments in the form of interest rate swaps and cross currency swaps to manage
the interest rate and foreign exchange rate risk arising from the Group’s operations and sources of finance. The use of financial derivatives is
governed by the Group’s policies approved by the Board of Directors as detailed in note 5.4. Neither the Group nor the Company enters into
any derivatives for speculative purposes.

5.3.4 Hedge accounting and hedging reserve

Hedge accounting

To the extent that the Group’s cash flow hedges are effective, gains and losses on the fair value of the interest rate and cross currency
swap arrangements are deferred in equity in the hedging reserve until realised. On realisation, such gains and losses are recognised
within finance costs in the Income Statement. To the extent that any hedge is ineffective, gains and losses on the fair value of these swap
arrangements are recognised immediately in finance costs in the Income Statement. Amounts deferred in equity are recycled in profit or
loss in the periods when the hedged item is recognised in profit or loss.

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument expires, is sold or terminated
or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss deferred in equity remains in equity and is recognised
when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer expected to occur, the
cumulative gain or loss that was deferred in equity is recognised immediately in profit or loss.

The hedging reserve represents the cumulative effective portion of deferred fair value gains or losses on derivative financial instruments that
have been designated as cash flow hedges by the Group and Company, where the hedged cash flows are still expected to occur. As at 30 June
2019, the Group has no derivative financial instruments.

Movements on the hedging reserve in equity are detailed in the Statements of Changes in Shareholders’ Equity.
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5.3 Financial instruments continued

5.3.5 Financial instruments gains and losses

The net [gains)/losses recorded in the Consolidated Income Statement, in respect of financial instruments [excluding interest shown in
note 5.2), were as follows:

2019 2018

Notes £m Em
Financial assets measured at amortised cost
Trade receivables - loss allowance charge : 3.2 7.5 71
Recoveries of doubtful receivables (5.0) {4.7)
Fair value through profit and loss
Net profit transferred on sale of secured loans (1.2} (2.1)
Net impairment of secured loans - 0.2
Financial liabilities
Foreign exchange losses on US Dollar debt - 0.8
Transfers from hedged items
Transfer from equity on currency cash flow hedges 5.2 - (0.8)

5.4 Financial risk management

The Group’s approach to risk management and the principal operational risks of the business are detailed on pages 57 to 64. The Group’s
financial assets and financial liabilities are detailed in note 5.3.

The Group's operations and financing arrangements expose it to a variety of financial risks, of which the most material are: credit risk,
liquidity risk, interest rates and the avaitability of funding at reasonable margins. There is a regular, detailed system for the reporting and
forecasting of cash flows from operations to Senior Management including Executive Directors to ensure that liquidity risks are promptly
identified and appropriate mitigating actions are taken by the Treasury department. These forecasts are further stress-tested at a Group level
on a regular basis to ensure that adequate headroom within facilities and banking covenants is maintained. In addition, the Group has in place
a risk management programme that seeks to limit the adverse effects of the other risks on its financial performance.
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The Board approves treasury policies and certain day-to-day treasury activities have been delegated to a centralised Treasury Operating
Committee, which in turn regularly reports to the Board. The Treasury department implements guidelines that are established by the Board
and the Treasury Operating Committee.

5.4.1 Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities as they fall due. The Group actively maintains a mixture of long
term and medium term committed facilities that are designed to ensure that the Group has sufficient available funds for operations. The
Group’s borrowings are typically cyclical throughout the financial year and peak in April to May, and October to November of each year, due to
seasonal trends in income. Accordingly, the Group maintains sufficient facility headroom to cover these requirements. On a normal operating
basis, the Group has a policy of maintaining a minimum headroom of £150.0m. The Group identifies and takes appropriate actions based

on its regular, detailed system for the reporting and forecasting of cash flows from its operations. The Group’s drawn debt, excluding fees,
represented 22.2% (2018: 22.2%) of available committed facilities at 30 June 2019. In addition, the Group had £958.3m (2018: £982.4m) of cash
and cash equivalents.

The Group was in compliance with its financial covenants at 30 June 2019. At the date of approval of the Financial Statements, the Group’s
internal forecasts indicate that it will remain in compliance with these covenants for the foreseeable future, being at least 12 months from the
date of signing these Financial Statements. -

One of the Group’s objectives is to minimise refinancing risk. The Group therefore has a policy that the average maturity of its committed bank
facilities and private placement notes is a minimum of two years with a target of two to three years. At 30 June 2019, the average maturity of
the Group’s facilities was 5.2 years (2018: 5.5 years).
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Notes to the Financial Statements continued

Year ended 30 June 2019

5.4 Financial risk management continued

5.4.1 Liquidity risk continued

The Group maintains certain committed floating rate facilities with banks to ensure sufficient liquidity for its operations. The undrawn
committed facilities available to the Group, in respect of which all conditions precedent had been met, were as follows:

Group Company

2019 2018 2019 2018

Expiry date £m £m £m £m
In more than two years but not more than five years 700.0 700.0 700.0 700.0

In addition, the Group had £95.0m (2018: £81.2m) of undrawn uncommitted facilities available at 30 June 2019.

The expected undiscounted cash flows of the Group and Company financial liabilities, by remaining contractual maturity at the balance sheet

date were as follows:

Carrying Contractual Less than Over
amount cash flow' 1year 1-2 years 2-5years 5years
Group Notes £m £m £m £m £m £m
2019
Loans and borrowings [including
bank overdrafts) 53.2 200.0 307.1 19.5 19.5 50.5 217.6
Trade and other payables? 5.3.2 1,631.1 1,668.6 1,249.2 248.9 165.2 5.3
1,831.1 1,975.7 1,268.7 268.4 215.7 222.9
2018
Loans and borrowings (including
bank overdrafts] 53.2 200.0 3235 213 21.3 56.0 224.9
Trade and other payables? 5.3.2 1,692.2 1,737.8 1,158.7 373.5 198.1 7.5
1,892.2 2,061.3 1,180.0 394.8 254.1 232.4
Carrying Contractual tess than Over
amount cash flow 1year 1-2years 2-5 years 5 years
Company Notes £m £m £m £m £m £m
2019
Loans and borrowings (inctuding
bank overdrafts) 5.3.2 249.9 357.0 69.5 19.5 50.5 217.5
Trade and other payables? 5.3.2 13.5 13.5 135 - - -
Intercompany payables 53.2 334.3 334.3 334.3 - - -
597.7 704.8 417.3 19.5 50.5 217.5
2018
Loans and borrowings (including
bank overdrafts) 5.3.2 271 394.6 92.4 21.3 56.0 224.9
Trade and other payables? 5.3.2 10.0 10.0 10.0 - - -
Intercompany payables 53.2 409.5 409.5 409.5 - - -
690.6 814.1 511.9 21.3 56.0 224.9

' Includes interest calculated on the basis that the Group’s £700.0m RCF is fully drawn down. At 30 June 2019 none of this facility was drawn.

2 Excludes deferred income, payments received in excess of amounts recaverable on contracts, tax and social security and other non-financial liabilities.

The Group had no derivative financial instruments at 30 June 2019 or 30 June 2018.

Barratt Developments PLC Annual Report and Accounts 2019




177

5.4 Financial risk management continued
5.4.2 Market risk (price risk]
Interest rate risk

The Group has both interest bearing assets and interest bearing liabilities. Floating rate borrowings expose the Group to cash flow interest

rate risk, and fixed rate borrowings expose the Group to fair value interest rate risk.

The Group has a conservative treasury risk management strategy and the Group’s interest rates are set using fixed rate debt instruments.

The Group's interest cover ratio is above 15 times and therefore the current policy is to hedge a proportion of the forecast RCF drawings based

on the Group’s three-year plan. Under this policy, no interest rate hedges are currently required.

The exposure of the Group’s financial liabilities to interest rate risk is as follows:

Non-interest

Floating rate Fixed rate bearing
financial financial financial
liabilities liabilities liabilities Total
Group £m £m £m £m
2019
Financial liability exposure to interest rate risk - 200.0 1,631.1 1,831.1
2018
Financial tiability exposure to interest rate risk - 200.0 1,692.2 1,892.2
The exposure of the Company’s financial liabilities to interest rate risk is as follows:
Non-interest
Floating rate Fixed rate bearing
financial financial financial
liabitities liabilities liabilities Total
Company £m £m £m £m
2019
Financial liability exposure to interest rate risk 384.2 200.0 13.5 597.7
2018
Financial liability exposure to interest rate risk 480.6 200.0 10.0 690.6

Floating interest rates on sterling borrowings are linked to the UK bank rate, LIBOR and money market rates. The floating rates are fixed in
advance for periods generally ranging from one to six months. Short term flexibility is achieved through the use of overdraft, committed and
uncommitted bank facilities. The weighted average interest rate for floating rate borrowings in 2019 was 2.0% (2018: 1.6%).

Sterling USPP notes of £200.0m were issued on 22 August 2017 with a fixed coupon of 2.77% and a ten year maturity. These fixed rate notes

expose the Group to fair value interest rate risk.

Sensitivity analysis:

In the year ended 30 June 2019, if UK interest rates had been 0.5% higher/lower (considered to be a reasonably possible change] and all other
variables were held constant, the Group’s pre-tax profit would increase/decrease by £2.2m (2018: £1.6m), the Group’s post-tax profit would
increase/decrease by £1.8m (2018: £1.3m) and the Group’s equity would increase/decrease by £1.8m (2018: £1.3m).
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Notes to the Financial Statements continued
Year ended 30 June 2019

5.4 Financial risk management continued
5.4.3 Credit risk

In the majority of cases, the Group receives cash on legal completion for private sales and receives advance stage payments from registered
providers for affordable housing. Included within trade and other receivables is £77.6m (2018: £83.5m) due from Homes England in respect
of the Help to Buy scheme. Since this receivable is due from a UK Government agency, the Group considers that this receivable has an
insignificant risk of default. In addition the Group has £958.3m (2018: £982.4m) on deposit with nine financial institutions. Other than this,
neither the Group nor the Company have a significant concentration of credit risk, as their exposure is spread over a large number of
counterparties and customers.

The Group manages credit risk in the following ways:

e The Group has a credit policy that is limited to financial institutions with high credit ratings, as set by international credit rating agencies,
and has a policy determining the maximum permissible exposure to any single counterparty.

e The Group only contracts derivative financial instruments with counterparties with which the Group has an ISDA Master Agreement in
place.

The maximum exposure to any counterparty at 30 June 2019 was £158.3m (2018: £152.3m) of cash on deposit with a financial institution. The
carrying amount of financial assets recorded in the Financial Statements, net of any allowance for losses, represents the Group’s maximum
exposure to credit risk.

As at 30 June 2019, the Company was exposed to £76.3m (2018: £83.0m] of credit risk in relation to intercompany loans which are considered
to be fully recoverable, as well as financial guarantees, performance bonds and the bank borrowings of subsidiary undertakings. Further
details are provided in notes 7.2 and 7.3.

5.4.4 Capital risk management (cash flow risk)

The Group’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide returns for
shareholders and meet its liabilities as they fall due while maintaining an appropriate capital structure.

The Group manages its share capital as equity, as set out in the Statement of Changes in Shareholders’ Equity; and its bank borrowings
[being overdrafts, loan notes and bank loans} and its private placement notes as other financial liabilities, as set out in note 5.3.2. The Group
is subject to the prevailing conditions of the UK economy and the quantum of the Group's earnings is dependent upon the level of UK house
prices. UK house prices are determined by the UK economy and economic conditions including employment levels, interest rates, consumer
confidence, mortgage availability and competitor pricing. The Group’'s approach to the management of the principal operational risks of the
business are detailed on pages 57 to 44.

In addition, the other methods by which the Group can manage its short term and long term capital structure include: adjusting the level of
dividends and special cash payments paid to shareholders (assuming the Company is paying a dividend or a special cash payment); issuing
new share capital; arranging debt to meet liability payments; and selling assets to reduce debt.
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5.5 Share capital

=4

‘b} Equity instruments

Ordinary share capital is recorded at the proceeds received, net of direct issue costs and is classified as equity.

5.5.1 Ordinary share capital

2019 2018
Allotted and issued ordinary shares £m £m
10p each fully paid: 1,016,985,862 {2018: 1,012,722,682) ordinary shares 101.7 101.3

2019 2018
Options over the Company’s shares granted during the year Number Number
LTPP 2,940,565 2,223,717
Sharesave 1,673,444 2,755,257
DBP 644,386 567,557
ELTIP 1,221,120 -

6,479,515 5,546,531

2019 2018
Allotment of shares during the year Number Number
At 1 July 1,012,722,682 1,007,899,274
Issued to satisfy early exercises under Sharesave schemes 39,090 50,846
Issued to satisfy exercises under matured Sharesave schemes 1,524,090 2,567,996
Issued to satisfy vesting of LTPP awards - 1,711,888
Issued to satisfy exercises under the DBP - 477,912
Issued to the EBT to satisfy future exercises 2,700,000 14,766
At 30 June ) 1.016,985,862 1,012,722,682

5.5.2 Own shares reserve

The own shares reserve represents the cost of shares in Barratt Developments PLC purchased in the market or issued by the Company and
held by the EBT. The shares are held on behalf of the Company in order to satisfy options and awards that have been granted by it. Other than
shares in the EBT allocated to share schemes which attract dividend equivalents, these ordinary shares do not rank for dividend.

2019 2018
Ordinary shares in the Company held in the EBT [number) 6,172,255 931,605
Cost of shares held in the EBT £15.1m £1.2m
Market value of shares held in the EBT at 572.6p [2018: 515.4p) per share £35.3m £4.8m

During the year the EBT purchased 4,000,000 (2018: 483,379} shares in the market and disposed of 58,801 {2018: 734,773) shares in
settlement of exercises under the SMSOP 2009/10 and the SMIS; and 1,400,549 (2018: 2,189,800) were used to satisfy the vesting of the 2015
LTPP and the 2015 DBP. 2,700,000 shares (2018: 2,204,566) shares were issued to the EBT at par.
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Notes to the Financial Statements contined
Year ended 30 June 2019

e Directors and employees

6.1 Key management and employees

Key management personnel, as defined under |AS 24 'Related Party Disclosures’, have been identified as the Board of Directors, as the
controls operated by the Group ensure that all key decisions are reserved for the Board. Detailed disclosures of Directors’ individual
remuneration, pension entitlements and share options, for those Directors who served during the year, are given in the audited sections

within the Remuneration report on pages 94 to 117.

A summary of key management remuneration is as follows:

2019 2018
£m £m
Salaries and fees (including pension compensation 28 2.7
Social security costs’ 0.9 1.3
Performance bonus 2.6 2.4
Benefits 0.1 0.1
Share-based payments? 2.1 2.4
8.5 8.9
' Excluded from the Executive Directors’ and Non-Executive Directors’ single figure of remuneration tables on pages 108 and 109.
2 IFRS 2 'Share-Based Payment’ charge attributable to key management.
Total employee numbers and costs are as follows:
Group Company
2019 2018 2019 2018
Number Number Number Number
Average employee numbers (excluding sub-contractors, including Directors):
Housebuilding 6,400 6,293 353 342
Commercial developments 19 22 - -
Total average employee numbers 6,419 6,315 353 342
The majority of the costs of the Company’s employees are charged to other Group companies.
Group Company
2019 2018 2019 2018
Notes £m £m £m £m
Employee costs (including Directors):
Wages and salaries including bonuses 357.4 3288 36.5 32.7
Redundancy costs 13 0.6 0.2 0.1
Social security costs 411 40.7 5.2 6.2
Other pension costs 6.2 13.2 9.4 2.7 1.0
Share-based payments 6.3 14.1 11.0 6.3 6.3
Total employee costs 2.3 4271 390.5 50.9 46.3
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6.2 Retirement benefit obligations
The Group operates defined contribution and defined benefit pension schemes.

Defined contribution schemes

The Group's contributions to the schemes are charged in the Income Statement in the year in which the contributions fall due.

Defined benefit scheme

2

The cost of providing benefits is determined using the Projected Unit Credit Method, with actuarial valuations being carried out at each
balance sheet date. Actuarial gains and losses are recognised in full in the period in which they occur. They are recognised outside profit
or loss and presented in the Statement of Comprehensive Income. Net interest is calculated by applying a discount rate to the net defined
benefit liability or asset.

The retirement benefit obligation recognised in the Balance Sheet represents the present value of the defined benefit obligation as reduced
by the fair value of the scheme assets.

The Directors engage a qualified independent actuary to calculate the Group's liability/asset in respect of its defined benefit pension
scheme. In calculating this liability/asset, it is necessary for actuarial assumptions to be made, which include estimations of discount
rates, salary and pension increases, price inflation, the long term rate of return on scheme assets and mortality. As actual rates of
increase and mortality may differ from those assumed, the pension liability/asset may differ from that included in these Financial
Statements.

The sensitivities regarding the principal assumptions used to measure the Scheme liabilities are set out in note 6.2.2.

6.2.1 Defined contribution schemes

The Group operates defined contribution retirement benefit schemes for all qualifying employees, under which it pays contributions to an
independently administered fund. Contributions are based upon a fixed percentage of the employee’s pay and once these have been paid,
the Group has no further obligations under these schemes.

2019 2018
€m £m

Contributions during the year
Group defined contribution schemes' Consolidated Income Statement charge 11.5 9.4

At the balance sheet date, there were outstanding contributions of £2.0m (2018: £1.6m), which were paid on or before the due date.

6.2.2 Defined benefit scheme

The Group operates a funded defined benefit pension scheme in Great Britain, the Scheme, which, with effect from 30 June 2009, ceased to
offer future accrual of defined benefit pensions. Alternative defined contribution pension arrangements are in place for current employees.

The Scheme provides benefits to members based on their length of service and their salary in the final years leading up to retirement or date
of ceasing active accrual if earlier. The Group operates the Scheme under the UK regulatory framework, with a legally separate fund that is
Trustee administered. The Trustees are responsible for ensuring that the Scheme is sufficiently funded to meet current and future benefit
payments and for the investment policy with regard to Scheme assets.

The Trustees must agree a funding plan with the Group such that any funding shortfall is expected to be met by additional contributions and
investment performance. In order to assess the level of contributions, triennial valuations are carried out using prudent assumptions.

The most recent full actuarial valuation of the Scheme was carried out at 30 November 2016. The results of this valuation have been updated
to 30 June 2019 by a qualified independent actuary. The Group agreed with the Trustees of the Scheme to make contributions to the Scheme
of £14.5m per annum from 1 July 2017 until 31 March 2020 (with the increase backdated to 1 April 2017 paid in July 2017) to address the
Scheme’s actuarial deficit. In addition, during the year ended 30 June 2019 a sum of £4.5m (2018: £nil) was paid to the Trustees in respect of
GMP equalisation. The Group also continues to meet the Scheme’s administration expenses and Pension Protection Fund levy.

At the balance sheet date, there were outstanding contributions of £1.2m (2018: £1.2m).
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Notes to the Financial Statements continued
Year ended 30 June 2019

6.2 Retirement benefit obligations continued

6.2.2 Defined benefit scheme continued
The Scheme exposes the Group to a number of risks, the most significant being:

Risk Description
Volatile asset The defined benefit obligation (DBO’) is calculated using a discount rate set with reference to high quality corporate
returns bond yields. If assets underperform this discount rate, this will create a plan deficit. The Scheme holds a propartion

of its assets in equities and other growth assets which are expected to outperform corporate bonds in the long term.
However, returns are likely to be volatile in the short term, potentially resulting in short term cash requirements and a
decrease in the defined benefit asset recorded on the Balance Sheet. The allocation to growth assets is monitored to
ensure it remains appropriate given the Scheme’s long term objectives.

Changes in bond A decrease in corporate bond yields will increase the funding and accounting liabilities, although this will be partially

yields offset by an increase in the value of the Scheme’s investments in corporate and government bonds.
inflation risk A significant proportion of the DBO is indexed in line with price inflation, with higher inflation leading to higher
liabilities. -

Life expectancy ~ The majority of the Scheme’s obligations are to provide a pension for the life of each of the members, so increases in
life expectancy will result in an increase in the liabilities.

For the purposes of calculating the accounting costs and obligations of the Scheme, the assets of the defined benefit scheme have been
calculated at fair [bid) value. The liabilities of the Scheme have been calculated at each balance sheet date using the following assumptions:

Principal actuarial assumptions 2019 2018
Weighted average assumptions to determine benefit obligations

Discount rate . . 2.31% 2.9%
Rate of price inflation 3.38% 3.30%
Weighted average assumptions to determine net cost

Discount rate 2.91% 2.60%
Rate of price inflation 3.30% 3.21%

Members are assumed to exchange 19% of their pension for cash on retirement. The assumptions have been chosen by the Group following
advice from Mercer Limited, the Group’s actuarial advisers.

"The following table illustrates the life expectancy for an average member on reaching age 65, according to the mortality assumptions used to
calculate the Scheme liabilities:

Assumptions Male Female
Retired member born in 1954 (life expectancy at age 65) 23.0 years 24.9 years
Non-retired member born in 1974 (life expectancy at age 65) 24.4 years 26.4 years

The base mortality assumptions are based on the SAPS (S2PA) (2018: S2PA) mortality tables with an adjustment to allow for the Scheme
members being treated as if they are 1.5 years younger than the population of the S2PA mortality tables. Allowance for future increases in life
expectancy is made in line with the CMI 2018 projections with a long term trend of 1.25% per annum (2018: CMI 2017 projections with a long
term trend of 1.25% per annum).
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6.2 Retirement benefit obligations continued

6.2.2 Defined benefit scheme continued
The sensitivities regarding the principal assumptions used to measure the Scheme liabilities are set out below:

Increasein  Increasein

Scheme Scheme

liabilities liabilities

Assumptions Change in assumption £m %
Discount rate Decrease by 0.1% 8.2 2.1
Rate of inflation Increase by 0.1% 3.3 0.8
Life expectancy Increase by 1 year 18.1 3.6

The changes in the actuarial assumptions used in the calculation of sensitivities were selected on the basis that they are considered
reasonably possible changes, and they are the same as those used in the prior year.

The amounts recognised in the Consolidated Income Statement were as follows:

2019 2018

£m £m
Past service cost 1.7 - »
Interest cost 101 9.9 S
Interest income (12.1) {10.5) £
Total pension income recognised in net finance costs in the Consolidated Income Statement (note 5.2) (2.0) (0.4) ;7,&
Total pension income recognised in the Consolidated Income Statement (0.3) (0.6) ®
o
The amounts recognised in the Group and Company Statements of Comprehensive Income were as follows: E
2019 2018 [

£m £m

Expected return less actual return on Scheme assets (28.8) (11.1)

Loss/(gain) arising from changes in the assumptions underlying the present value of benefit obligations 44.2 (18.1)

Total pension remeasurements recognised in the Group and Company Statements of Comprehensive
Income 15.4 (29.2)

The amount inctuded in the Group and Company Balance Sheets arising from obligations in respect of the Scheme is as follows:

2019 2018

£m €m

Net asset for defined benefit obligations at 1 July (58.7) (13.6)

Contributions paid to the Scheme (19.0) (15.3)

Income recognised in the Consolidated Income Statement ' (0.3) (0.6)

Amounts recognised in the Group and Company Statements of Comprehensive Income 15.4 (29.2)

Surplus for funded Scheme/net asset recognised in the Group and Company Balance Sheets at 30 June (62.6) {58.7)
Analysed as:

Present value of funded obligations 393.9 3573

Fair value of Scheme assets (456.5) {416.0]

A deferred tax liability of £11.6m {2018: £11.1m] has been recognised in the Group and Company Balance Sheets in relation to the pénsion
asset [note 2.6.3].
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Notes to the Financial Statements continued
Year ended 30 June 2019

6.2 Retirement benefit obligations continued

6.2.2 Defined benefit scheme continued
Movements in the present value of defined benefit obligations were as follows:

2019 2018
£m £m
Present value of defined benefit obligations at 1 July 357.3 397.2
Past service cost ‘ 1.7 -
Interest cost 10.1 9.9
Actuarial loss/(gain) 44.2 (18.1)
Benefits paid from Scheme (19.4) (31.7)
Present value of defined benefit obligations at 30 June 393.9 357.3
Movements in the fair value of Scheme assets were as follows:
2019 2018
£m Em
Fair vatue of Scheme assets at 1 July 416.0 410.8
Interest income ’ 121 10.5
Actuarial gain on Scheme assets 28.8 1.1
Employer contributions 19.0 15.3
Benefits paid from Scheme (19.4) (31.7)
Fair value of Scheme assets at 30 June 456.5 416.0
The analysis of Scheme assets was as follows:
2019 2018
€m % £m %
Quoted equity securities 67.4 14.8 61.2 14.7
Debt securities 380.7 83.4 349.2 83.9
Other 8.4 1.8 5.6 1.4
Total 456.5 100.0 416.0 100.0

The fair values of the Scheme assets in the above table are measured in accordance with level 1 as defined in note 5.3.3.

The actual return on Scheme assets was as follows:

2019 2018
£m £m
Actual return on Scheme assets 40.9 21.6

The expected employer contribution to the Scheme in the year ending 30 June 2020 is £13.4m.

The Group has obtained legal advice on the rights to the Group’s defined benefit pension scheme’s assets after the death of the last member.
Based on this advice, the Group has concluded that it is appropriate to recognise an asset related to this Scheme.
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6.3 Share-based payments

The Group issues equity-settled share-based payments to certain employees.

Share-based payments

in accordance with the transitional provisions, IFRS 2 ‘Share-based Payments’ has been apptied to all grants of equity instruments after
7 November 2002 that had not vested at 1 January 2005.

Equity-settled share-based payments are measured at the fair value of the equity instrument at the date of grant. Fair value is measured
either using Black-Scholes, Present-Economic Value or Monte Carlo models depending on the characteristics of the scheme. The fair
value is expensed in the Income Statement on a straight-line basis over the vesting period, based on the Group’s estimate of shares that
will eventually vest where non-market vesting conditions apply. Non-vesting conditions are taken into account in the estimate of the fair
value of the equity instruments.

Analysis of the Consolidated Income Statement charge:

2019 2018
£m £m
Equity-settled share-based payments:

LTPP 41 4.8 g
Sharesave 1.6 1.1 g
SMIS 3.7 2.8 %
DBP 2.9 23 a
ELTIP 1.8 - B
14.1 11.0 5
R
[19

As at 30 June 2019, an accrual of £4.7m (2018: £2.7m) was recognised in respect of social security liabilities on share-based payments.

6.3.1 Share-based payments reserve

The share-based payments reserve represents the obligation of the Group in relation to equity-settled share-based payment transactions.
Details of movements in the share-based payments reserve are shown on the Statement of Changes in Shareholders’ Equity.
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Notes to the Financial Statements continued
Year ended 30 June 2019

6.3 Share-based payments continued

6.3.2 Outstanding equity-settled share-based payments
At 30 June 2019, the fotlowing options were outstanding:

Option price 2019
Date of grant pence number Not exercisable after
SMSOP
10 December 2009 (approved') 118 53,570 9 December 2019
10 December 2009 {unapproved') 121 58,281 9 December 2019
Total SMSOP options 111,851
Sharesave
30 April 2014 - 5-year plan 349 272,778 31 December 2019
29 April 2015 - 5-year plan 447 157,480 31 December 2020
27 April 2016 - 3-year plan 482 1,013,959 31 December 2019
27 April 2016 - 5-year plan 482 91,211 31 December 2021
24 April 2017 - 3-year plan 4bb 1,784,173 31 December 2020
24 April 2017 - 5-year plan 464 214,389 31 December 2022
20 April 2018 - 3-year plan 449 2,127,937 31 December 2021
20 April 2018 - 5-year plan 449 226,164 31 December 2023
9 April 2019 - 3-year plan 519 1,462,770 31 December 2022
9 April 2019 - 5-year plan 519 195,001 31 December 2024
Total Sharesave options 7,545,862
LTPP
14 December 2016 - Executive - 1,404,671 -
24 November 2017 - Executive - 1,233,928 -
22 October 2018 - Executive - 1,562,932 -
14 December 2016 - Senior Management - 765,977 -
24 November 2017 and 1 April 2018 - Senior Management - 851,493 -
22 October 2018 - Senior Management _ - 1,291,633 -
Total LTPP awards 7,110,634
DBP
17 October 2016 - 463,241 -
17 October 2017 - 532,114 -
22 October 2018 - 644,386 -
Total DBP awards 1,639,741
ELTIP
20 July 2018 - 60™ Anniversary Award - 1,024,259 -
Total ELTIP awards 1,024,259
Total 17,432,347

! The SMSOP is divided into two sub-schemes, one of which is approved under the Incame Tax [Earnings and Pensions) Act 2003 and the other which is not, and the
exercise price is calculated differently for each sub-scheme in accordance with the rules of the sub-scheme.
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6.3 Share-based payments continued
6.3.3 Further information relating to the share-based payment schemes

LTPP and the ESOS

The grant of awards under the LTPP and options under the ESOS are at the discretion of the Remuneration Committee taking into account
individual performance and overall performance of the Group. Vesting under these schemes is dependent upon performance conditions
including TSR, EPS and ROCE. Further details can be found in the Remuneration report on pages 111 to 113.

DBP

Deferred shares are held in accordance with the DBP as approved by the shareholders at the 2015 AGM. The DBP is currently utilised to hold
shares awarded in respect of any bonus earned in excess of 100% of base salary. Further details can be found on page 110.

Sharesave

Under the Sharesave, participants are required to make monthly contributions to an HMRC approved savings contract with a bank or building
society for a period of three or five years. On entering into the savings contract, participants are granted an option to acquire ordinary

shares in the Company at an exercise price determined under the rules of the Sharesave. The Sharesave is open to all eligible employees as
determined by the Board and is not subject to the satisfaction of any performance conditions.

SMSOP

The Board approved the grant of share options to employees under the SMSOP, which are normally exercisable between three and ten years
from the date of grant, provided the employee remains employed by the Group. The 2009/10 SMSOP vested on 10 December 2012. Individuals
who participate in the SMSOP are not eligible to participate in the LTPP or ESOS; therefore Executive Directors do not participate in the
SMSOP. There is currently no intention to make any further grants under the SMSOP.

SMIS

Awards under the SMIS are at the discretion of the Chief Executive (or in his absence, the Chairman of the Board). Any awards under the SMIS
must be held for a minimum of three years from the date of grant. Executive Directors and those individuals directly below this level are not
eligible to participate in the SMIS. Any award granted under the SMIS is subject to performance conditions as set for the LTPP, excluding the
TSR condition, granted in the same financial year.
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ELTIP

The Board approved the 60" Anniversary Award under the ELTIP. The Award was made to all eligible employees employed as at 19 July
2018, and entitles participants to receive shares in the Company when the Award vests on 1 July 2020. Senior Management are not eligible
to participate in the ELTIP. The Award is not subject to the satisfaction of any performance condition other than that participants remain
employed by the Group and have not resigned before the end of the vesting period.

6.3.4 Number and weighted average exercise price of outstanding share-based payments
The number and weighted average exercise prices of options and awards made under the Group's share option schemes were as follows:

2019 2018
Weighted average Weighted average
exercise pricein  Number of exercise price in Number of
LTPP pence award units pence  award units
Outstanding at 1 July - 5,889,141 - 5,609,544
Forfeited during the year ~ (522,298) - (232,232)
Exercised during the year - [(1,196,774) - (1,711,888)
Granted during the year - 2,940,565 - 2,223,717
Outstanding at 30 June - 7,110,634 - 5,889,141

Exercisable at 30 June - - - -
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Notes to the Financial Statements continued

Year ended 30 June 2019

6.3 Share-based payments continued

6.3.4 Number and weighted average exercise price of outstanding share-based payments continued

2019 2018

Weighted average Weighted average
exercise pricein  Number of exercise price in Number of
ESQS pence award units pence  award units
Outstanding at 1 July - - 121 216,406
Exercised during the year - - 121 (216,406}
Outstanding at 30 June - - - -
Exercisable at 30 June - - ~ -
2019 2018

Weighted average Weighted average
exercise price in Number of exercise price in Number of
SMSOP pence award units pence  award units
Outstanding at 1 July 119 163,685 19 225,005
Exercised during the year 118 (51,834) 118 {61,320)
Outstanding at 30 June 120 111,851 19 163,685
Exercisable at 30 June 120 111,851 19 163,685
2019 2018

Weighted average Weighted average
exercise price in Number of exercise price in Number of
Sharesave pence award units pence award units
Outstanding at 1 July 452 8,320,222 412 8,948,114
Forfeited during the year 459 (884,624) 459 (764,307)
Exercised during the year 437 (1,563,180] 311 (2,618,842)
Granted during the year 519 1,673,444 449 2,755,257
Outstanding at 30 June 470 7,545,862 452 8,320,222
Exercisable at 30 June - - 205 62,746
2019 2018

Weighted average Weighted average
exercise price in Number of exercise price in Number of
DBP pence award units pence  award units
Outstanding at 1 July - 1,206,915 - 1,224,914
Forfeited during the year - - - (93.566)
Exercised during the year - (211,560) - (491,990)
Granted during the year - 644,386 - 567,557
Outstanding at 30 June - 1,639,741 - 1,206,915

Exercisable at 30 June
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6.3 Share-based payments continued
6.3.4 Number and weighted average exercise price of outstanding share-based payments continued

2019 2018

Weighted average Weighted average
exercise price in Number of exercise price in Number of
SMIS pence award units pence  award units
Outstanding at 1 July - - - 533,473
Forfeited during the year - - - (45,553)
Exercised during the year - - ~ (487,920)
Outstanding at 30 June - - - -
Exercisable at 30 June - - - -
2019 2018

Weighted average Weighted average
exercise price in Number of exercise price in Number of
ELTIP pence award units pence  award units
Forfeited during the year - (196,861) - -
Granted during the year - 1,221,120 - -
Outstanding at 30 June - 1,024,259 - -

Exercisable at 30 June - - - -

The weighted average share price, at the date of exercise, of share options exercised during the year was 499.0p (2018: 635.7p).
The weighted average life for all schemes outstanding at the end of the year was 1.7 years [2018: 1.9 years).
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6.3.5 Fair value of options and awards granted in the year

Weighted average fair value
of options granted

2019 2018

Valuation model pence pence

Sharesave Black-Scholes model 86.6 87.1
LTPP Black-Scholes model 495.0 632.8
DBP Black-Scholes model 495.0 679.0
ELTIP Black-Scholes model 453.0 -
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Notes to the Financial Statements continved
Year ended 30 June 2019

6.3 Share-based payments continued

6.3.5 Fair value of options and awards granted in the year continued
Inputs used to determine fair value of options
The weighted average inputs to the Black-Scholes models were as follows:

Grants Grants

2019 2018

ELTIP Sharesave LTPP DBP Sharesave LTPP DBP

Average share price 532p 605p 496p - 496p 560p 634p 680p
Average exercise price - 519p - - 449p - -
Expected volatility 29.1% 29.1% 29.1% 29.1% 29.2% 29.2% 29.2%
Expected life 2.0 years 3.2 years 3.0 years 3.0 years 3.0 years 3.0 years 3.0 years
Risk free interest rate 0.77% 0.73% 0.80% 0.80% 0.90% 0.50% 0.53%
Expected dividends 7.93% 7.40% - - 8.13% - -

Expected volatitity was determined by reference to the historical volatility of the Group’s share price over a period consistent with the expected
life of the options. The expected life used in the models has been adjusted, based on the Directors’ best estimate, for the effects of non-
transferability, exercise restrictions and behavioural considerations.
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e Commitments, contingencies, related parties and subsidiaries

7.1 Operating lease obligations
7.1.1 The Group as lessee

At 30 June 2019, the Group and Company had outstanding commitments for future minimum lease payments under non-cancellable
operating leases, which fall due as follows:

Group Company
2019 2018 2019 2018
Land and Land and Land and Land and
buildings Other buildings Other buildings Other buildings Other
£m £m Em Em £m £m £m £m
Within one year 10.0 6.3 13.1 5.2 0.6 0.4 0.5 0.5
More than one year
and no later than
five years 22.4 7.0 26.1 6.1 2.6 0.4 2.6 0.4
In five years or
more 12.6 - 18.6 - 1.8 - 2.5 -
45.0 133 57.8 11.3 5.0 0.8 5.6 0.9

Operating lease commitments principally represent rentals payable for certain office properties and motor vehicles.

Group motor vehicle leases have an average term of 2.6 years (2018: 2.4 years) to expiry. Group property leases have an average term of 7.4
years (2018: 6.3 years} to expiry.

Company motor vehicle leases have an average term of 2.3 years (2018: 2.1 years) to expiry. Company property leases have an average term of
7.8 years (2018: 8.8 years) to expiry.

7.1.2 The Group as lessor

The Group has lease agreements with third parties for certain residential and commercial proper! her in the process of development
ar which have been developed by the Group, and units on land to be subsequently developed for residential use. It is intended that the
properties, with their future rental income, will be sold to third parties in the normal course of business and therefore they are classified as
work in progress until the date of sale.

Group

2019 2018

Notes £m £m

Property rental income 2.3 1.2 2.0

Carrying value of leased assets 1.1 1.1
Rent receivable during remaining lease period

Within one year 11 13

More than one year and no later than five years 3.0 2.3

In five years or more 4.3 22

8.4 5.8

2019 2018

Years Years

Average lease term 8.3 8.7

www.barrattdevelopments.co.uk
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Notes to the Financial Statements continued
Year ended 30 June 2019

7.2 Contingent liabilities

7.2.1 Contingent liabilities related to subsidiaries
The Company has guaranteed certain bank borrowings of its subsidiary undertakings.

*

Certain subsidiary undertakings have commitments for the purchase of trading stock entered into in the normal course of business.

In the normal course of business, the Group has given counter-indemnities in respect of performance bonds and financial guarantees.
Management estimate that the bonds and guarantees amount to £444.8m (2018: £452.7m), and confirm that at the date of these Financial
Statemnents the possibility of cash outfltow is considered minimal and no provision is required.

As previously disclosed in the Group's Financial Statements, following correspondence with an industry-wide final salary pension scheme,
there is a risk of an obligation arising in respect of pension scheme funding, pursuant to section 75 of the Pensions Act 1995, for employees of
a subsidiary who left the Group following disposal of its business and assets.

The Group received notification in January 2018 that no liability exists in respect of certain employees under the scheme, however previous
correspondence received in November 2017 stated that the scheme actuary was not in a position to calculate any remaining section 75 debts
due to the complexities of applying the relevant legislation to the scheme. In July 2018, the Trustees issued their consultation response
confirming a proposed methodology for calculating the section 75 obligation and that debt notices would be issued by June 2019. In June
2019, the Group received an estimate of the section 75 obligation. The Group is in the process of taking appropriate actuarial and legal advice
on the section 75 obligation. An extension until mid-September 2019 has been agreed with the pension scheme whilst this is completed. No
debt notices have been issued at the time of issuing this report. Disclosure on this matter is therefore made in accordance with note 7.2.3.
The Directors consider that while it is increasingly probable that a liability could result in the future, at present there remain uncertainties in
the estimate of the section 75 obligation calculation. Following communication with the Trustees a provision was recognised in relation to this
matter during the year ended 30 June 2018 and year ended 30 June 2019.

Following the Grenfell Tower tragedy, amendments to the Building Regulations have been approved to implement a ban on the use of
combustible materials in the external wall systems of buildings. The ban applies to new high-rise residential buildings 18 metres or more

in height and includes material alterations such as the replacement of cladding. The regulations came into force on 21 December 2018.

The Government has issued revised guidelines to Building Owners and those deemed the Responsible Person [normally the Management
Company} to consider, as part of their fire risk assessments, the ability of any cladding system to prevent the spread of fire. The result has
been that there has been more scrutiny of all materials used on building facades. The Group has undertaken a review of all of its current
and legacy buildings where it has used cladding solutions. Approved Inspectors signed off all of our buildings, including the cladding used,
as compliant with the relevant Building Regulations. During the year we have incurred and accrued an additional £13.9m [including JVs) of
costs for the work involved in removing and replacing cladding in line with our commitment to put our customers first. We recognise that the
retrospective review of building materials continues to evolve. The Financial Statements have been prepared based on currently available
information; however, the costs of the removal and replacement of cladding and other works identified during the removal and replacement
may change as building works progress; and future changes to Building Regulations and Fire Safety Regulations may occur as a result of the
Government’s consultation on reforming the building safety regulatory system following recommendations from the Independent Review of
Building Regulations and Fire Safety, the impact of which is currentty unknown.

7.2.2 Contingent liabilities related to JVs and associates

The Group has given counter-indemnities in respect of performance bonds and financial guarantees to its JVs totalling £12.5m

at 30 June 2019 (2018: £33.2m). During the current and prior years the Group has also provided principal guarantees and cost and interest
overrun guarantees in relation to the borrowings of a number of the Group's London JVs. At 30 June 2019 no principal guarantees were
outstanding (2018: £9.0m) and no cost or interest overruns had been incurred (2018: Enil). The Group’s maximum exposure under these
cost and interest overrun guarantees is £nil as at 30 June 2019 (2018: £18.8m).

At 30 June 2019, the Group has an obligation to repay £0.9m (2018: £0.9m) of grant monies received by a JV upon certain future disposals of
land.

The Group has also given a number of performance guarantees in respect of the obligations of its JVs, requiring the Group to complete
development agreement contractual obligations in the event that the JVs do not perform as required under the terms of the related contracts.

There are no contingent liabilities in relation to associates at 30 June 2019 or 30 June 2018.

7.2.3 Contingent liabilities related to legal claims

Provision is made for the Directors’ best estimate of all known material legal claims and all legal actions in progress. The Group takes legal advice
as to the likelihood of success of claims and actions and no provision is made (other than for legal costs) where the Directors consider, based on
such advice, that claims or actions are unlikely to succeed, or a sufficiently reliable estimate of the potential obligations cannot be made.
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7.3 Related party transactions
7.3.1 Directors of Barratt Developments PLC and remuneration of key personnel

The Board and certain members of Senior Management are related parties within the definition of IAS 24 (Revised) 'Related Party Disclosures’
('IAS 24’) and the Board are related parties within the definition of Chapter 11 of the UK Listing Rules {'Chapter 11°). There is no difference

between transactions with key personnel of the Company and transactions with key personnel of the Group.
Disclosures related to the remuneration of key personnel as defined in IAS 24 "Related Party Disclosures’ are given in note 6.1.

There have been no related party transactions as defined in Listing Rule 11.1.5R for the year ended 30 June 2019.

7.3.2 Transactions between the Company and its subsidiaries

The Company has entered into transactions with its subsidiary undertakings in respect of funding and Group services (which include
management accounting and audit, sales and marketing, IT, company secretarial, architects and purchasing). Recharges are made to the

subsidiaries based on their utilisation of these services.

Company
2019 2018
£m £€m

Transactions between the Company and its subsidiaries during the year:
Charges in respect of management and other services provided to subsidiaries 82.7 75.8
Net interest paid by the Company on net loans from subsidiaries 41 1.9
Dividends received from subsidiary undertakings 593.6 560.0

Balances at 30 June:

Amounts due to the Company from subsidiary undertakings 76.3 83.0

The Company and its subsidiaries have entered into counter-indemnities in the normal course of business in respect of performance bonds.

7.3.3 Transactions between the Group and its JVs
The Group has entered into transactions with its JVs as follows:

Group
2019 2018
£m £m

Transactions between the Group and its JVs during the year:
Charges in respect of development management and other services provided to JVs 8.4 16.0
Interest charges in respect of funding provided to JVs 2.2 1.6
Purchase of land and part-exchange properties from JVs - 2.0
Dividends received from JVs 60.3 41.8

Balances at 30 June: .

Funding loans and interest due from JVs 79.2 104.9
Other amounts due from JVs 19.8 295
Loans and other amounts due to JVs (1.8) (2.2)

In addition, one of the Group’s subsidiaries, BDW Trading Limited, contracts with a number of the Group’s JVs to provide construction

services.

The Group’s contingent liabilities relating to its JVs are disclosed in note 7.2.2.

7.3.4 Transactions between the Group and its associate

The amount of outstanding loans due to the Group from its associate at 30 June 2019 was Enil (2018: £nill. There were no other amounts

outstanding between the Group and its associate as at 30 June 2019.
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Notes to the Financial Statements continues

Year ended 30 June 2019

7.4 Group subsidiary undertakings

The entities listed below, and on the following pages, are subsidiaries of the Company or Group. All are registered in England and Wales or
Scotland with the exception of SQ Holdings Limited which is registered in Guernsey. Unless otherwise stated, the results of these entities are

consolidated within these Financial Statements.

Registered Classof % of shares Registered Classof % of shares
Subsidiary office Notes share held owned  Subsidiary office Notes share held owned
Acre Developments Limited 2 A Crdinary 100%  Barratt London Limited 1 Ordinary 100%
Advance Housing Limited 1 A Ordinary 100%  Barratt Manchester Limited 1 A Ordinary 100%
Ambrose Builders Limited 1 A Ordinary 100% Barratt Newcastle Limited 1 A Ordinary 100%
Barratt Bristolt Limited 1 Ordinary 100% Barratt North London Limited 1 Crdinary 100%
Barratt Central Limited 1 Ordinary 100%  Barratt Northampton Limited 1 Ordinary 100%
Barratt Chester Limited ] A Ordinary 100%  Barratt Northern Limited 1 Ordinary 100%
Barratt Commercial Limited 1 Ordinary 100% Barratt Norwich Limited 1 A Ordinary 100%
Barratt Construction (Southern) 1 A Ordinary 100% Barratt Pension Trustee Limited 1 Ordinary 100%
Limited ‘ _ Barratt Poppleton Limited 1 A Ordinary 100%
Esxiiszirrgﬁr:;e Secretarial ! Ordinary 100% Barratt Preston Limited 1 A Ordinary 100%
Barratt Developments 1 Ordinary 100%  Barratt Properties Limited 1 A Ordinary 100%
{Internationall Limited Barratt Scottish Holdings 2 A Ordinary 100%
Barratt Dormant (Atlantic Quay} 1 A Ordinary 100% Limited .
Limited Barratt South London Limited 1 Ordinary 100%
Eia‘;staet; Dormant (Blackpool) L A Ordinary 100%  Barratt South Wales Limited 1 Ordinary 100%
Barratt Dormant [Capella) 1 A Ordinary 100% Barratt South West Limited 1 A Ordinary 100%
Limited Barratt Southern Counties 1 Ordinary 100%
Barratt Dormant [Cheadle 1 A Ordinary 100%  Limited
Hulmel Limited Barratt Southern Limited 1 Ordinary 100%
E:"r;ﬁ:; Dormant {Harlow) 1 A Ordinary 100% El?':;tae((ti Southern Properties ( A Ordinary 100%
g:crrr\:tr:ggosr:‘eaf?i;l[dRi(\:I;FLi?:aited 1 A Ordinary 100%  Barratt Special'Proﬁe?ts Limited 1 A Ordinary 100%
Barratt Dormant (Riverside 1 A Ordinary 100% Barratt St Mary's Limited } A Ordinary 100%
Exchange Sheffield L/M] Limited Barratt St Paul's Limited 1 A Ordinary 100%
Barratt Dormant (Riverside 1 A Ordinary 100%  Barratt Sutton Coldfield Limited 1 A Ordinary 100%
Quarter) Limited . Barratt Trade And Property 2 A Ordinary 100%
Barratt Dormant (Riverside i A Ordinary 100%  Company Limited
Sheffield Building C1) Limited . .
. Barratt Urban Construction 1 A Ordinary 100%
Eian';f;; Dormant (Rugby) I A Ordinary 100%  [East Londonl Limited
E;r(tatg Dormant (Southampton] 1 A Ordinary 100% [BNa;‘arEte:Jnrlbfir;‘(ii‘:r&strucnon 1 A Ordinary 100%
imite . .
Egr(tat; Dormant (Thetford) | A Ordinary 100% %igﬁ;’ng{?_?;fgé‘s"ucm’“ 2 A Ordinary 100%
B:::aett Dormant (Tyers Bros. t A Ordinary 100% Barratt West Midlands L,Im_"ed ! Ord!nary 100%
Oakham| Limited Barratt West Scotland Limited 2 Ordinary 100%
Barratt Dormant (Walton) 1 A Ordinary 100%  Barratt Woking Limited 1 A Ordinary 100%
Limited . . Barratt York Limited 1 Ordinary 100%
gg;;i‘,*u‘gggg‘,ag}‘m‘m% ! A Ordinary 100% - Bart 225 Limited 1 A Ordinary 100%
Barratt Dormant (WB 1 A Ordinary 100% Base East Central Rochdale 1 A N/A N/A
Developments) Limited Le
Barratt Dormant (WB ] A Ordinary 100%  Base Hattersley LLP 1 A N/A N/A
E{g&iﬁies Developments] Base Regeneration LLP 1 A N/A N/A
Barratt Dormant (WB 1 A Ordinary 100% Base Werneth Oldham LLP ! A N/A N/A
Properties Northern] Limited Basildon Regeneration {Barratt 1 A Ordinary 100%
Barratt East Anglia Limited 1 A Ordinary 100%  Wilson Bowden] Limited )
Barratt East Midlands Limited 1 Ordinary 100%  BOWIFR. Limited S L A D"df“a"Y 100%
Barratt East Scotland Limited 45 A Ordinary j00% BOWIFR. Commercnal-l Limited ! A Ord!nary 100%
Barratt Eastern Counties 1 A Ordinary 100% BOW North Scotland Limited 3 Ordinary 100%
Limited BOW Trading Limited i Ordinary 100%
Barratt Edinburgh Limited 2 A Ordinary 100%  BLLQLLP 1 A N/A N/A
Barratt Evolution Limited 1 A Ordinary 100%  Bradgate Development Services 1 A Ordinary 100%
Barratt Falkirk Limited 2 A Ordinary 100% Limited
Barratt Leeds Limited 1 Ordinary 1009  Broad Oak Homes Limited [ A Ordinary 100%
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7.4 Group subsidiary undertakings continued

Registered Class of % of shares Registered Class of % of shaies
Subsidiary office Notes share held owned  Subsidiary office Notes  share held owned
C V [Ward] Limited j A Ordinary 100%  Janetlis [No.2] Limited 1 A Ordinary 100%
Cameoplot Limited i A Crdinary 100%  Kealoha 11 Limited 1 A Ordinary 100%
CHOQS 429 Limited 1 A Ordinary 100% Kealoha Limited 1 A Ordinary 100%
Crossbourne Construction 1 A Ordinary 100%  Kingsoak Homes Limited 1 Ordinary 100%
Limited ; . ;
Knightsdale Homes Limited 1 Ordinary 100%
o - . o
gavfj x:son Estates[l:mllt‘ez: : 2 grjfnary 10[10/0 Lindmere Construction Limited 1 A Ordinary 100%
Lian\:lited' son Hlomes lAnglia reinary 100% ::/!ar'p:ledDevelopment Company 1 A Ordinary 100%
. imite:
David Wilson Homes [East 1 A Ordina % L . .
Midlands) Limitede Ea fnary 100% Meridian Press Limited 1 A Ordinary 100%
David Wilson Homes (Home 1 A Ordinary 100%  Milton Park Homes Limited 1 A Ordinary 100%
Counties] Limited Mountdale Homes Limited 1 Ordinary 100%
Oavid Wilson Homes (North ! A~ Ordinary 100%  Norfolk Garden Estates Limited 1 A Ordina 100%
Midlands| Limited ) Y
David Wilson Homes [Northern] 1 A Ordinary 100% Ei‘:;:g?’eg Land Developments ! A Ordinary 100%
Limited
David Witson Homes (South 1 A Ordinary 100%  Oregon Contract Management 3 A Ordinary 100%
Midlands| Limited Limited . )
David Witson Homes (Southern] 1 A Ordinary 100%  Oregon Timber Frame Limited 3 A Ordinary 100%
Limited Redbourne Builders Limited i A Ordinary 100%
E,avid \éViISO" Homes [Western) ! A Ordinary 100%  Roland Bardsley Homes Limited 1 A Ordinary 100%
imite . .
David Wilson Homes Land i A Ordinary 100%  Scothomes Limited 2 A~ Ordinary 100%
(No 9} Limited Scottish Homes Investment 2 A Ordinary 100%
David Wilson Homes Land 1 A Ordinary 100%  Company, Limited
(No 10) Limited Skydream Property Co. Limited 1 A Ordinary 100%
lDl\TVifmiLl'soP r-[liomes Land 1 A Ordinary 100%  SQ Holdings Limited 4 A Ordinary 90%
[} imite: . . .. "
Pavid Wilson Homes Land 1 A Ordinary 100% zqurres grfjge ti'orr'\e: Limited : 2 gr:fnary 100:/o
No 12} Limited quires Bridge Limite, rdinary 100%
David Wilson Homes Land 1 A Ordinary 100% Swift Properties Limited 1 A Ordinary 100%
:JNO‘L:;\:Vl‘_llmlte: Land . I o The French House Limited 1 A Ordinary 100%
avid Wilson Hom r
(No 14) Limited estan nary 100% The Tin Hat Regeneration 1 A N/A N/A
- : . Partnership LLP
W H 9
N 15) Lnmed > -2 1 A Ordinary 100% o mnik Limited 1 A Ordinary 100%
David Wilson Homes Limited 1 A Ordinary 100% [rer)ch:-rwood Commerciat 1 A Ordinary 100%
- . . te
David Wilson H 1 A Ord o !
Lié::ited| son Homes Services rainary 100% Trencherwood Construction 1 A Ordinary 100%
A . . Limited
David Wilson Homes Yorksh 1 A Ord 9 .
l.imwiledI es Torkshire tad 100%  frencherwood Developments 1 A Ordinary 100%
. . . Limited
Decorfresh P\ 1 A Ord 9
D?cc;rnrzsn H;?:Cts ::,Im,':e: ] A O:d!nary 100:" Trencherwood Estates Limited 1 A Ordinary 100%
lccons e ings Limite !nary 100% Trencherwood Group Services 1 A Ordinary 100%
E. Barker Limited 1 A Ordinary 100%  Limited
E. Geary & Son Limited 1 A Ordinary 100%  Trencherwood Homes 1 A Ordinary 100%
English Oak Homes Limited 1 Ordinary 1009 (Holdings! Limited ,
£ is (Spri dows] 1 A ordi o Trencherwood Homes 1 A Ordinary 100%
L:‘;r:tcéz pringmeadows| rdinary 100% [Midlands] Limited
. . h H 1 A i 9
Frenchay Developments Limited 1 A Ordinary 100% x::érin?;ciitedomes (South Ordinary 100%
G.D. Thorner (Construction) 1 A Ordinary 100%  Trencherwood Homes 1 A Ordinary 100%
Limited [Southern) Limited
G.D. Thorner (Holdings| Limited 1 A Ordinary 100%  Trencherwood Homes Limited 1 A Ordinary 100%
Glasgow Trust Limited 2 A Ordinary 100%  Trencherwood Housing 1 A Ordinary 100%
Hartswood House Limited 1 Ordinary 100%  Developments Limited ‘
Hawkstone [South West] Limited 1 A Ordinary 100% [ni-renr:tc:den/vood Investments ! A Ordinary 100%
Heartland Development 1 A Ordinary 100%  Trencherwood Land Holdings 1 A Ordinary 100%
Company Limited Limited
Idle Works Limited 1 A Ordinary 100%  Trencherwood Land Limited 1 A Ordinary 100%
J. G. Parker Limited 1 A Ordinary 100% Trencherwood Retirement 1 A Ordinary 100%
James Harrison {Contracts} 2 A Ordinary 100%  Homes Limited
Limited Vizion [Milton Keynes) Limited ) A Ordinary 100%

www.barrattdevelopments.co.uk

(43
2
c
o
£
@
b
o
s
n
=
“
<
"
£
i




196

Notes to the Financial Statements continued
Year ended 30 June 2019

7.4 Group subsidiary undertakings continued

Registered Classof % of shares Registered Class of "% of shares
Subsidiary office Notes share held owned  Subsidiary office Notes share held owned
Vizion [MK] Properties LLP 1 A N/A N/A éylezham Village (Barratt) 21 A B N/A N/A
. - . esidents Management
VSM (Bentley Priory 1) Limited 1 A Ordinary 100% Company Limited
VSM (Bentley Priory 2] Limited 1 A Ordinary 100%  BS Central Residents 23 A B N/A N/A
VSM (Bentley Priory 3) Limited 1 A Ordinary 100% Management Company Limited
VSM (Benttey Priory 4] Limited 1 A Ordinary 100% Baggeridge Vilage . 5 A.B N/A N/A
¥ X L : A Ordi . Management Company Limited
SM (Bentley Pr!ory S L!mfted rdfnary 100%  Barley Fields Management 10 A B N/A N/A
VSM (Bentley Priory 6] Limited 1 A Ordinary 100%  Company Limited
Ward [Showhomes) Limited 1 A Ordinary 100% aarley Meadoals lSouthTinstegl 14 A B N/A N/A
Ward Brothers (Gillingham | A Ordinary 100% g l;,'gﬁz:ysa';";;fﬂ v AB WA N/A
Limited g
. . . Management Limited
1 0,
Ward Holdings Limited o A Ord!nary 100% Beaufort Place {Crawleyl 17 A B N/A N/A
Ward Homes (London] Limited 1 A Ordinary 100%  Management Company Limited
Ward Homes [North Thames) ] A Ordinary 100%  Belle Vue [Doncaster} [ A B N/A N/A
Limited Management Company Limited
Ward Homes {South Eastern] 1 A Ordinary 100%  Bentley Fields Residents 23 A B N/A N/A
Limited Management Company Limited
Ward Homes Group Limited 1 A Ordinary 100%  Bexley College [Tower Hill) 2 A B N/A N/A
Ward Homes Limited 1 A Ordinary 100% giiﬁi’;‘;tﬂ:‘ﬁ%"mem
Ward Insurance Services L A Ordinary 100%  Biddenham Vale Management 5 A.B N/A N/A
Limited ) Company Limited
Wards Construction (Industrial) 1 A Ordinary 100%  Bilberry Chase Residents 5 A B N/A N/A
Limited ) ) Management Company Limited
Wards Construction 1 A Ordinary 100%  Bishop Fields (Hereford) 20 AB N/A N/A
flnvestments] Limited Management Company Limited
Wards Country Houses Limited 1 A Ordinary 100%  Bishop Park [Henfield) 17 A B N/A N/A
Waterton Tennis Centre Limited 29 A Ordinary 100%  Management Company Limited
WBD (Wokingham] Limited 1 A Ordinary 100% 3‘22335;352‘5?2525 Limited 23 A.B N/A N/A
\éVestcollJC}r}{tL%nd [Union ! A Ordinary 100%  Blackwater Reach 14 A B N/A N/A
orner] Limite o . (Southminster] Management
William Corah & Son Limited 1 A Ordinary 100%  Company Limited
William Corah Joinery Limited 1 A Ordinary 100%  Blossomfields Residents 5 A B N/A N/A
Wilson Bowden (Atlantic Quay 1 A Ordinary 100% Management Company Limited
Number 2) Limited Bluebell Woods (Wyke] 10 A B N/A N/A
Wilson Bowden [Ravenscraig) 1 Ordinary 100% Management Company Limited
Limited Bodington Manor (Adell 9 A B N/A N/A
Wilson Bowden City Homes 1 A Ordinary 100% anagement Company Limited
Limited Braid Park {Tivertonl 40 A B N/A N/A
Wilson Bowden Developments 1 A Ordinary 100% Management Company Limited
Lirited Broadstone Mead Management 13 A B N/A N/A
Wilson Bowden Group Services 1 A Ordinary 100 CompanyLtd
Limited Brook Gardens Barnham 9 A B N/A N/A
Wilson Bowden Limited 1 Ordinary 100% Management Company Limited
LD . 1 A Ordi o Brooklands {Milton Keynes) 15 AB N/A N/A
Yeovil evelopn‘fents Limited rdinary 100% Management Company Limited
Abbey Gate Residents 5 A B N/A N/A Broomhill Park Estates 1 A Ordinary 87%
Management Company Limited Residents Association Limited
Abbotts Meadow (Steventon] 12 A B N/A N/A Brunet Gardens {Maidenhead] 16 A B N/A N/A
Management Company Limited Management Company Limited
Adderbury Fields Management 5 A B N/A N/A  Brune! Gardens (Wellesley) 17 A B N/A N/A
Company Limited Management Company Limited
Aldhelm Court Management 38 A8 N/A N/A Buckshaw Village Management 8 A Ordinary 50%
Company Limited Company Limited
Alexander Gate Management 5 A B N/A N/A pany '
Company Limited Bure Meadows [Aylsham]) 14 A B N/A N/A
Applegarth Manor {Oulton) 10 A B N/A N/A  Management Company Limited
Management Company Limited Butterfly Mill (Horsford] 14 A B N/A N/A
Artisan Place Residents 11 AB N/A N/A  Management Company Limited
Management Company Limited Canal Quarter Resident 16 A B N/A N/A
Ash Tree Court Management 1 AD N/A N/a  Management Company Limited
Co. Ltd Cane Hill Park (Coulsdon] 17 A B N/A N/A
Autumn Brook [Yatel 13 A.B N/A N/A  Management Company Limited

Management Company Limited
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7.4 Group subsidiary undertakings continued

Registered Class of % of shares Registered Class of % of shares
Subsidiary office Notes share held owned  Subsidiary office Notes share held owned
Cane Hill Park (Gateway! 17 A B N/A N/A  Orayton Meadows Management 23 A B N/A N/A
Management Company Limited Company Limited
Canes Meadow (Brixton) 40 A B N/A N/A  Earls Park Management 38 A B N/A N/A
Management Company Limited Company Limited
Canford Paddock [Poole) 7 A B N/A N/A  East Beach Walk Management 31 A B N/A N/A
Management Company Limited Company Limited
Canterbury Park (High Cross] 8 A B N/A N/A  Edwalton (Sharp Hilll 48 A B N/A N/A
Management Company Limited Management Company Limited
Carlton Green (Carlton] 9 A B N/A N/A  Elderwood (Bannerdalel 28 AB N/A N/A
Management Company Limited Management Company Limited
Castlegate & Mowbray Park 6 A B N/A N/A  Embden Grange (Tavistock) 40 A B N/A N/A
Management Company Limited Management Company Limited
Castle Hill [(DWH1) Residents 41 A B N/A N/A  Elm Tree Park Management 25 A B N/A N/A
Management Company Limited Company (Beverley) Limited
Cedar Ridge Management 10 A B N/A N/A  Emmet’s Reach (Birkenshaw) 28 A B N/A N/A
Company Limited Management Company Limited
Central Area Heat Company 12 A B N/A N/A  Eton Green Management 16 A B N/A N/A
Limited Company Limited
Centurion Fields (Adel) 6 A B N/A N/A  Fairfield Croft Management ) A B N/A N/A
Management Company Limited ! Company Limited “
Centurion Place (Milton Keynes) 15 A B N/A N/A  Fairfield [Stony Stratford] 15 A B N/A N/A =
Management Company Limited Management Company Limited @
Chalkers Rise [Peacehaven] 17 A.B N/A N/A  Fallows Park Management 6 A B N/A N/A g
Management Company Limited Company Limited -
Chestnut Grange Residents 5 A B N/A N/A  Fardon Fields [Fardon Road) 15 A B N/A N/A v
Management Company Limited Management Company Limited 5
Clements Gate (Poringland 2| 15 A B N/A N/A  Filwood Park Management 13 A B N/A N/A G
Management Company Limited Company Limited : S
; c
Clipstone Park (Leighton 15 AB N/A N/A E‘;’;f,‘;fn;”[’?,ﬂim"ageme“‘ ! A8 Ordinary 100% i
Buzzard] M t
c;’mpan]y Lia:ﬂatgezmen Freemen’s Meadow Residents 26 A.B N/A N/A
. Management Company Limited
Colliers Court (Speedwetl] 13 A B N/A N/A
Management Cor?npany Limited Garnett Wharf (Otley) 9 A.B N/A N/A
R Management Company Limited
Coppice Green Lane 5 A B N/A N/A "
Management Company Limited Gerway Management Limited 40 A B N/A N/A
Copsewood Management 5 A B N/A N/A  Gitden Park (Old Harlow) 8 A B N/A N/A
Company Limited Residents Management
Corinthian Place Management 14 A B N/A N/A Company Limited
Company Limited Gillies Meadow (Basingstoke) 12 A B N/A N/A
Cricket Field Grove 17 A B N/A N/A Management Cormpany Limiled
[Crowthorne} Management Grange Park [Hampsthwaite) 10 A B N/A N/A
Company Limited Management Company Limited
Croft Gardens (Phase 2] 12 A B N/A N/A  Great Denham Park [Phase 11) 15 A B N/A N/A
Management Company Limited Management Company Limited
Croft Gardens [Spencers Wood) 12 A B N/A N/A  Greenkeepers Mews lPha‘se‘\’i] 15 A B N/A N/A
Management Company Limited Management Company Limited
Cygnet Mews (Phase 2} 15 A B N/A N/A  Greylees Management Company 8 A B N/A N/A
Management Company Limited Limited
Daracombe Gardens o 33 A B N/A N/A  GWQ Management Limited 24 A N/A N/A
Managegwent Company Limited H2363 Limited 19 A B N/A N/A
ggnr‘:lf;gnyriienr:i::znagement 15 AB N/A N/A Hallam Park Residents 23 A B N/A N/A
Management Company Limited
De Cheney Gardens 38 A B N/A N/A
Management Company Limited Hampton Water Management 15 A B N/A N/A
De Havilland Place (Hatfield) 2  AB N/A Company Limited
Management Company Limited ' /A" Hanham Hall Community 13 AB N/A N/A
De Lacy Fields KM8 5 AB N/A nja  Merest Company
Managgmeent?:ompany Limited ) Harlow Gateway Limited 35 A B N/A N/A
De Lacy Fields KM12 5 A B N/A N/a  Hartley Brook [Netherton] 9 A B N/A N/A
Management Company Limited Management Company Limited
Deddington Grange 5 A.B N/A N/A  Hawley Gardens Management 36 A B N/A N/A
Management Company Limited Company Limited
Dickens Gate (Staplehurst} 8 A B N/A N/A  Hazelmere Management 1 AD N/A N/A
Management Company Limited Company Limited
Doseley Park Residents 5 A B N/A N/a  Heathwood Park [Lindfietd] 17 A B N/A N/A

Management Company Limited

Management Company Limited
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Notes to the Financial Statements continues

Year ended 30 June 2019

7.4 Group subsidiary undertakings continued

Registered Class of % of shares Registered Class of % of shares
Subsidiary office Notes share held owned  Subsidiary office Notes share held owned
Helme Ridge {Meltham) 28 A B N/A N/A  Lucerne Fields (lvybridge) 40 A B N/A N/A
Management Company Limited Management Company Limited
Henbrook Gardens Management 20 A B N/A N/A  Luneside Mills Management 8 A B N/A N/A
Company Limited Company Limited
Hewenden Ridge (Cullingworth] 9 A B N/A N/A  Madden Gardens Residents 1" A B N/A N/A
Management Company Limited Management Company Limited
Highgrove Gardens [Romseyl 7 A.B N/A N/A  Madgwick Park Management 7 A B N/A N/A
Management Company Limited Company Limited
ollygate Park {Cotgrave . N/A arham Park Management . N/A
Hollygate Park (Cotgravel 16 A B N/A /A Marham Park Manag 18 AB N/A /
Management Company Limited Company Limited
Impact and Willow Brook 25 A B N/A N/A  Market Square Residents 21 A B N/A N/A
Management Company Limited Management Company Limited
Infinity Park Derby Management i1 AB N/A N/A  Marston Fields {Marston 15 A B N/A N/A
Company Limited Moretaine) Management
Interlink Park Management i A.C  Ordinary - Company Limited
Company Limited Marston Park {Marston 15 A B N/A N/A
Keeper's Meadow Residents 23 A.B N/A N/a  Moretaine] Management
Management Company Limited Company Limited
Kennett Heath Management 8 A B N/A N/a  Martello Lakes [Barratt) 8 A B N/A N/A
Limited gesxdent hﬂgnggzment
- te
Kingfisher Meadow (Horsford} 14 A B N/A N/A omPany imi
Maﬂagemem Company Limited / Martingale Chase (Newbury] 8 A B N/A N/A
Kingfisher Meadows Residents 23 A B N/A N/A Management Company Limited
Management Company Limited Mayflower Green 15 A.B N/A N/A
. ) [Saxmundham} Residents
Kingley Gate (Littlehampton] 17 A B N/A N/A  Com any Limited
Management Company Limited Mea:o fields (Boroughbridge) 9 AB N/A N/A
. . wii u idge ,
é;"rgﬁgxanﬁg‘::t;f::n 8 A B N/A N/A " Management Company Limited
Company Limited Meadow View Watchfield 13 AB N/A N/A
Kingsbrook Estate Management 16 A B N/A N/A Man.at_-;ement‘Company Limited .
Company Limited ' Meridian Business Park 1 AC Ordinary 2%
Kings Chase Residents 7 A B N/A N/A g’;’;ﬁ'g; S ;?tae%ement
Management Company Limited .
" . Mill Brook (Westbury) 19 AB N/A N/A
13 . B . g
mgrg\:g:rv:\grﬁaéigxzst?}nited A N/A N/A " Management Company Limited
. - Mill Springs (Whitchurch) 39 A B N/A N/A
nglodgeltnivall Lo B AR WAL A ol Company Liied
X Monarchs Keep (Bursledon) 46 A B N/A N/A
14 b
n’;’g:;r;;kt l(\:’\cl)itw‘::rl\y Limited A.B N/A N/A" Management Company Limited
; Montague Park (Buckhurst 12 A B N/A N/A
KW (Site B) Management 12 AB N/A N/A " Farm] Management Company
Company Limited Limited
Ladden Garden Village 3 AB N/A N/A " Montague Park [Wokinghaml 17 AB N/A N/A
Mpanagement Company Limited Management Company Limited
Ladden Garden Village 38 A B N/A N/A  Montague Park No2 (Buckhurst 12 A B N/A N/A
Management Company Limited Farml Management Company
Ladywell Park Management 15 A B N/A N/a  Limited '
Company Limited Montgomery Place Residents 5 A B N/A N/A
Lakeside Walk [Hamworthy) 7 A B N/A N/a  Management Company Limited
Management Company Limited Mortimer Park (Driffield) 9 A B N/A N/A
Langham Mews Management 44 A B N/A N/a  Management Company Limited
Company Limited Mulberry Park lPorunglan.dlA 14 A B N/A N/A
Lay Wood (Devizes) 19 A B N/A N/ Management Company Limited ]
Management Company Limited Nexus Point Management 1 AC Ordinary -
Leithfield Park (Godatming} 17 A.B N/A N/a  Company Limited
Management Company Limited N.E. Horley Resident o 25 A B N/A N/A
Letcombe Gardens (Grove) 12 A B N/A N/a Management Company Limited
Management Company Limited Newbery Corner Management i3 A B N/A N/A
Liberty Rise Phase 1 (Hertford) 22 AB N/A n/a Company Ltd
Management Company Limited New Heritage (Bordon) 46 A B N/A N/A
Lock Keeper's Gate (Low 28 A B N/A n/a  Management Company Limited
Barugh) Management Company New Mill Quarter (BL) Residents 8 A B N/A N/A
Limited Management Company Limited
Locksbridge Park {Andover) 12 A B N/A N/A  New Mill Quarter (DWH) 8 A B N/A N/A
Management Company Limited . Resident Management
Lordswood Gardens Residents 5 A B N/A N/a  Company Limited

Management Company Limited
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7.4 Group subsidiary undertakings continued

Registered Class of % of shares Registered Classof % of shares
Subsidiary office Notes share held vwned  Subsldlary ulfice Notes share held owned
New Mill Quarter Estate 8 A B N/A N/A  Pinn Brook Park (Monkerton) 40 A B N/A N/A
Resident Management Management Company Limited
gOTE?n{dL;mI;e[dp choar] 32 A B N/A N/A PL2 Plymouth (2016) Limited 40 A B N/A N/A
orthlield Fark IFatchway . Poppey Fields [Cottingham) 6 A B N/A N/A
Management Company Limited Management Company Limited '
m:;t:;gx':nﬁésgie;a‘iy Limited 15 A8 N/A N/A PoppygFields. Char?ng );?esidents 8 AB N/A N/A
Management Company Limited
uorthwalls Grcange (Taunton) d 38 A.B N/A N/A Portmgan Square WZst)(/illage 12 AB N/A N/A
anagement Comnpany Limite Reading Management Compan '
Norton Farm Management 20 A B N/A N/A Limitez:ig s pary
Company Limited Preston Grange Residents 27 A B N/A N/A
Nottingham Business Park 1 AC Ordinary 2%  Management Company Limited
Management Company Limited Priory Fields [Pontefract] 10 AB N/A N/A
{\lottingham Business Park 1 A C Ordinary 2% Man;ygement Company Limited ' /
Orchard Place) Management Prospect Rise [Whitby) 6 A B N/A
ace . N/A
Company Limited Mang ement Cor'nl a)r/m Limited
Notten Wood View (Roystanl 8 A.B N/A NA pye G?‘een Manage‘:nezt 20 A.C  Ordinary 17%
ga::gﬁnh;ent C&mpany Limited i AB NiA , Company Limited
ak Hill Mews Management . N/A" Ravenhilt Park Management 20 A B N/A N/A
Company Limited Company Limit 9 ’
ed
l(\)ﬂakfields Resigential d 5 A.B N/A N/A Redhpayei Management 40 AB N/A N/A
anagement Company Limite Company Limited '
Oakfield Village Estate 16 A B N/A N/A g dlpd Y (Suffolk) M t 14 AB N/A N/A
Management Company Limited sz:a?; LirL:witDed anagemen '
Oakhill Gardens (Swanmore) 7 A B N/A N/A g ;
ore. dwood Heights (Plymouth) 40 A B N/A N/A
Management Company Limited Meana ement C imi
ompany Limited
Qakiands (Pontefract § 9 AB N/A N/A Regengts Gate Phase 2. @ AB N/A N/A
anagement Company Limite Management Company Limited '
vakhurst Place (Bexhill = - g 17 AB N/A N/A Ridgesvay Residential . n AB N/A N/A
anagement Company Limite Mana — '
gement Company Limited
gakwell G[?"Qte gAanagement 16 A.8 N/A N/A " River Whitewater Management 10 A.B N/A N/A
ompany Limite Company (Hook] Limited
82::\?;:\?&2;239%“ 50 A.B N/A N/A " Riverdown Park {Salisbury) 17 A B N/A N/A
N Management Company Limited
&gis&%ﬁf:{%ﬁ::::ﬂe:g%d 7 A8 N/A N/A" Riverside Exchange o 1 A, C  Ordinary/ 22.8%
Optimus Point Management 1 A Ordinary _ Management Company Limited Preference
Company Limited Romans Edge Godmanchester 15 A B N/A N/A
Orchard Gate {Kingston 12 A B N/A N/A Management Company Limited .
Bagpuizel Management Romulus Management 1 AC Ordinary 4%
Company Limited Company Limited
Orchid Fields (Phase 2) 15  AB N/A N/a  Ronkswood Residents 5 AB N/A N/A
Management Company Limited Management Company Limited
Park Farm (Thornbury] 38 AB N/A N/a  Rosewood Park Bexhill 8 A B N/A N/A
Community Interest Company Residents Management
Patch Meadows (Somerton] 38 A B N/A N/A Company Limited .
Management Company Limited 'I;\’Aosewood Paré( LH Residents g 8 A B N/A N/A
Pavilion Square [Phase 2| 6 A B N/A N/A anagement Company Limite .
Management Company Limited gunshaw ll\‘/!anagement 8 A Ordinary 100%
Pavilion Square [Pocklington} 6 A.B N/A N/A ompany Limited
Management Company Limited aalters BrookéCudwortrlll o 28 A B N/A N/A
Peasedown Meadows 38 A B N/A N/A anagement Company Limite
Management Company Limited gandbroolt_F’a'rtk(l;Aanagement 16 A B N/A N/A
Pembridge Park {Phase 2) 26 AB N/A N/ company imite
Management Company Limited aandrldge Pl‘aée lMelkst@m] g 10 A B N/A N/A
Pembroke Park [Cirencester] 38 A B N/A N/A anagement Company Limite
Management Company Limited aaunderson tGgrdLe‘ns_ d 28 AB N/A N/A
Penndrumm (Looe] 40 A B N/A N/A anagemen 1o imite
Management Company Limited aaxon Dean ltSélsdenl Limited 10 AB N/A N/A
Perry Court [Faversham] 8 A B N/A N/A anagement -ompany imite
Management Company Limited EA&X"" Fietds lgullomptoLr)I ted 40 A8 N/A N/A
Phoenix And Scorseby Park 6 A B N/A N/A anagement Company Limite
Management Company Limited aaxon Gate (Lgonard StaIJ_r)leyI s 10 A B N/A N/A
Phoenix Quarter - Apt - 21 A B N/A N/A anagement Lompany Limite
Management Company Limited aaxon Gate (Stcamford B[l}dgAel s 6 A B N/A N/A
Phoenix Quarter Estate 21 A B N/A N/A anage@ent ompany Limite
Management Company Limited Saxon Mills [Hassocks) 17 A B N/A N/A

Management Company Limited
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Notes to the Financial Statements continued
Year ended 30 June 2019

7.4 Group subsidiary undertakings continued

Registered Classof % of shares Registered Classof % of shares
Subsidiary office Notes share held owned  Subsidiary office Notes share held owned
Saxon Rise [Brixworth] 15 A B N/A N/A  The Meads (Frampton Cotterell} 13 A B N/A N/A
Management Company Limited Management Company Limited
Silkwood Gate {Wakefield) 9 A B N/A N/A  The Mounts Residents 5 A B N/A N/A
Management Company Limited Management Company Limited
Spinney Fields Residents 5 A B N/A N/A  The Nurseries [Thrapston) 47 A B N/A N/A
Management Company Limited Management Company Limited
Spring Valley View [Clayton] 28 A B N/A N/A  The Old Meadow Management 5 A B N/A N/A
Management Company Limited Company Limited
St. Andrews Place (Morley) 28 A B N/A N/A  The Orchards Oakley 1 A Ordinary 60%
Management Co. Limited Management Company Limited
St Andrews View (Morley) 42 A B N/A N/A  The Orchards (Roby) 8 A B N/A N/A
Management Company Limited Management Company Limited
St Giles Park {Tattenhoe) 15 A B N/A N/A  The Orchards (Withington] 5 A B N/A N/A
Management Company Limited Residents Management
St James Gardens {Wick} 29 A B N/A n/a  Company Limited
Management Company Limited The Orchids {Sarisbury Greenl 31 AB N/A N/A
St James Management 9 A B N/A N/A  Management Company Limited
Company Limited The Oysters [Hayling Istand] 7 A B N/A N/A
St. John's Walk [Hoylandswaine) 28 A B N/A N/A Management Company Limited
Management Company Limited The Paddocks (Langford] 15 A B N/A N/A
St Laurence Meadows 20 A B N/A N/a  Management Company Limited
Management Company Limited The Paddocks [Skelmanthorpel 28 A B N/A N/A
St Margaret’s View [Crickl 15 A B N/A N/a  Management Company Limited
Management Company Limited The Paddocks (Southmoor] 12 A B N/A N/A
St. Mary’s Park (Hartley 25 A B N/A N/A  Management Company Limited
Wintneyl Management Company The Pastures [Knaresborough} [ A B N/A N/A
Limited Management Company Limited .
St. Oswald's View (Methley) 9 A B N/A N/A  The Pavilions Management 46 A B N/A N/A
Management Company Limited Company [Southampton]
St Wilfrids Walk Management 6 A B N/A N/A Limited
Company Limited The Spires {Chesterfietd] 26 A B N/A N/A
Stansted Road (Kingswood 18 AB N/A N/a  Management Company Limited
Place Elsenham) Management The Spires (St Ives) 15 A B N/A N/A
Company Limited Management Company Limited
Stoneyfield Management 1 A Ordinary 100%  The Sycamores {Peterboroughl 15 A B N/A N/A
Limited Management Company Limited
Swallows Field (Hemel 22 A B N/A N/A  The Vineyards Management 38 A B N/A N/A
Hempstead] Management Company Limited
Company Ltd The Zone [Temple Quay) 43 AB N/A N/A
Swanbourne Park Management 9 A B N/A N/A  Management Company Limited
Company Limited Tranby Fields Management 10 AB N/A N/A
Swan Mill (Newburyl 12 A B N/A N/A  Company Limited
Management Company Limited Trinity Square (NW9) 1 A B N/A N/A
Swinbrook Park (Carterton) 12 A B N/A N/A  Management Company Limited
Management Company Limited Trinity Village [Phase 1B) 8 AB N/A N/A
Tarka Ridge (Yelland] 40 A B N/A N/A  Residents Company Limited
Management Company Limited Trumpington (Phase 8 - 11| 14 A B N/A N/A
Templar's Chase [Wetherby) 9 A B N/A N/A  Management Company Limited
Management Company Limited Trumpington Vista Management 14 A B N/A N/A
The Belt Open Space 6 A B N/A N/A  Company Limited
Management Co Limited Union Park [Falmouth) 40 A B N/A N/A
The Brackens [Brackley} 15 A B N/A N/A  Management Company Limited
Management Company Limited Victoria Walk Management 44 A B N/A N/A
The Causeway Park [Petersfield} 34 A B N/A N/A  Company Limited
Management Company Limited Watton Gate (Felixstowe) 14 AB N/A N/A
The Chocolate Works 37 A B N/A N/A  Management Company Limited
Management Company Limited Warren Grove (Storrington) 49 A B N/A N/A
The Foundry (Wakefield) 9 A B N/A N/A  Management Company Limited
Management Company Ltd Waters Edge {Mossleyl 8 A B N/A N/A
The Furlongs [Westergatgl ) 39 A B N/A N/A  Management Company Limited
Management Company Limited Waterside [The Quays Barry) 29 A B N/A N/A
The Glassworks [Catcliffe} 28 A B N/A N/A  Management Company Number
Management Company Limited 1 Limited
The Grange [Lightcliffe] 28 A B N/A N/A  Waterside {The Quays Barry) 29 A B N/A N/A
Management Company Limited Management Company Number
The Hedgerows [Thurcroft] 9 A B N/A N/a 2 Limited

Management Company Limited
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7.4 Group subsidiary undertakings continued

Registered Class of % of shares
Subsidiary office Notes share held owned
Waterside [The Quays Barry) 29 A B N/A N/A
Management Company Number
3 Limited
WBD Blenheim Management 1 AC Ordinary 1%
Company Limited
WBD (Chalfont Park] Limited 1 A.C Ordinary -
WBD (Chesterfield 1 A Ordinary 25%
Management) Limited
WBD (Chesterfield] Plot 1 A C Ordinary 25%
Management Company Limited
WBO (Kingsway Management) 1 A B N/A N/A
Limited
WBD {Riverside Exchange 1 A Ordinary 100%
Sheffield B) Limited
WBD Riverside Sheffield 1 A Ordinary 100%
Building K Limited
Weavers Chase (Golcarl 9 A B N/A N/A
Management Company Limited
Webheath [Redditch} 33 A B N/A N/A
Management Company Limited
Wedgwood Residents 5 A B N/A N/A
Management Company Limited
Westbridge Park (Auckley) 26 A B N/A N/A
Management Company Limited
Weston Meadows, [Calne] 50 A B N/A N/A
Management Company Limited
West Village Reading 12 A D N/A N/A
Management Limited
Willow Farm Management 1 A C Ordinary 1%
Company Limited
Wiltow Grove (Stopsleyl 8 AB N/A N/A
Management Company Limited
Willow Grove (Wixams| 15 A B N/A N/A
Management Company Limited
Wiltowmead (Wiveliscombe) 50 A B N/A N/A
Management Company Limited
Winnington Village Community 26 A B N/A N/A
Management Company Limited
Withies Bridge Management 30 A B N/A N/A
Company Ltd
Woodhall Grange Management 6 A B N/A N/A
Company Limited
Woodlands Walk [Branton) [ A B N/A N/A
Management Company Limited
Wychwood Park [Haywards 17 A B N/A N/A

Heath] Management Company
Limited

Notes

A Owned through another Group company.
B Entity is limited by guarantee and is a temporary member of the Group. Assets are
not held for the benefit of the Group and the entity has no profit or loss in the year.

C The Group is a minority shareholder but has voting control.
D The Group does not own any shares but has control via directors who are

employees of the Group.

Registered Office

1 Barratt House, Cartwright Way, Forest Business Park, Bardon Hill, Coalville,

Leicestershire, LE47 1UF
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7 Buchanan Gate, Cumbernauld Road, Stepps, Glasgow, G33 46FB
Blairton House, Old Aberdeen Road, Balmedie, Aberdeenshire, AB23 85H

PO Box 119, Martello Court, Admiral Park, St Peter Port, Guernsey, GY1 3HB
One Eleven, Edmund Street, Birmingham, West Midlands, B3 2HJ
Unit 11, Omega Business Park, Omega Business Village, Thurston Road,
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Northallerton, North Yorkshire, DL6 2NJ

Tollbar House, Tollbar Way, Hedge End. Southampton, Hampshire, SO30 2UH
Rmg House, Essex Road, Hoddesdon, Hertfordshire, EN11 0DR

Gateway House, 10 Coopers Way, Southend on Sea, Essex, SS2 STE

Vantage Point, 23 Mark Road, Hemel Hempstead, Hertfordshire, HP2 7DN

167 Turners Hill, Cheshunt, Waltham Cross, Hertfordshire, EN8 9BH

Norgate House, Tealgate, Charnham Park, Hungerford, Berkshire, RG17 OYT
Units 1, 2, & 3 Beech Court, Wokingham Road, Hurst, Reading, RG10 ORU
Barratt House, 7 Springfield Lyons Approach, Chelmsford, Essex, CM2 5EY
The Maltings, Hyde Hall Farm, Sandon, Hertfordshire, SG9 ORU

2 Hills Road, Cambridge, Cambridgeshire, CB2 1JP

Barratt House, Walnut Tree Close, Guildford, Surrey, GU1 4SW

Fisher House, 84 Fisherton Street, Satisbury, SP2 7QY

2nd Floor Aztec Centre, Aztec West, Bristol BS32 4TD

40 Whitehall Road, Halesowen, B43 3JS

Gem House, 1 Dunhams Lane, Letchworth Garden City, Hertfordshire SG6 1GL
Wellstones House, Wellstones, Watford, Hertfordshire, WD17 2AF

Remus 2, 2 Cranbook Way, Sotihull Business Park, Solihull, West Midlands B90 4GT
Wallis House, Great West Road, Brentford, Middiesex, TW8 98S

Firstport Property Services Limited, Marlborough House, Wigmore Place,
Wigmore Lane, Luton, LU2 9EX

Chiltern House, 72-74 King Edward Street, Macclesfield, Cheshire, SK10 1AT
Jarmans Solicitors, Bell House, Bell Road, Sittingbourne, Kent ME10 4DH
Raynham House, 2 Capitol Close, Morley, Leeds, West Yorkshire, LS27 OWH
Oak House, Village Way, Cardiff, CF15 7NE

Unit 2 Beech Court, Wokingham Road, Hurst, Twyford, Berkshire, RG10 ORQ
12-14 Carlton Place, Southampton, Hampshire, SO15 2EA

Barratt House, 710 Waterside Drive, Aztec West, Almondsbury, Bristol, B532 4TD
Whittington Hatl, Whittington Road, Worcester, WR5 2ZX

Building 4, Dares Farm Business Park, Farnham Road, Ewshot, Farnham,
Surrey GU10 588

Ranger House, Walnut Tree Close, Guildford, Surrey, GU1 4UL

4 Brindley Road, City Park, Manchester, M16 9HQ

Watson, Glendevon House, 4 Hawthorn Park, Coal Road. Leeds, West Yorkshire,
LS141PQ

Units 2 & 3 Beech Court, Wokingham Road, Hurst, Berkshire, RG10 ORQ

PG Box 648, Gateway House, Tollgate, Chandler's Ford, Eastleigh,
Hampshire, SO50 OND

Woodwater House, Pynes Hill, Exeter, Devon, EX2 SWR

2 Templeback East, Temple Quay, Bristol, BS1 4EG

Freemont Property Managers Ltd, 3 The Old School, The Square, Pennington,
Lymington, Hampshire, S041 8GN

2 Westfield Park, Barns Ground, Kenn, Clevedon, Somerset, B521 6UA

Unit 7 Hockliffe Business Park, Watling Street, Hockliffe, Leighton Buzzard,
Bedfordshire, LU7 INB

Telford House, 3 Mid New Cultins, Edinburgh, Midlothian, EH11 4DH

128 Pyle Street, Granary Court, Newport, Isle of Wight, UK, PO30 1JW

AS Optimum Business Park, Optimum Road, Swadlincote, Derbyshire, DE11 OWT
154-155 Great Charles Street Queensway, Birmingham, B3 3LP
Thamesbourne Lodge, Station Road, Bourne End, Buckinghamshire, SL8 5QH
1 West Point Court,Great Park Road, Bradley Stoke, Bristol, 8532 4PY

www.barrattdevelopments.co.uk

v
2
=
@
£
@
g
@
i
4]
ot
K
w
c
I
R
w




202
Greenhouse Gas Emissions Disclosure

2019 2018 [restated)®
Carbon Carbon
intensity intensity
Scope 2 Scope 3 tCO,e Scope 2 Scope 3 tCO,e
Scope1 Energy Other per Scopel Energy Other per
Greenhouse gas emissions Direct indirect indirect Total  100m? Direct indirect indirect Total 100m?
(tonnes CO,e} Notes 5 3,5 5 4 5 3,5 5 4
Building homes 5 22,224 3,420 291 25,935 1.52 22,170 4,526 423 27,119 1.57
Building other properties 5 27 35 483 545 0.03 18 13 344 375 0.02
5 2,381 1,447 7,107 10,935 0.64 2,534 1,910 7143 11,587 0.67
Share of joint ventures 5 200 114 15 329 0.02 244 145 13 402 0.02
Total location-based 3 24,832 5016 7,896 37,744 2.21 24,966 6,594 7923 39,483 2.28
Total market-based 3 24,832 3,411 7,896 36,139 2.12 24,966 4,992 7,923 37,881 2.19

1. Methodology

Greenhouse gas emissions are reported in line with the UK Government’s ‘Environmental Reporting Guidelines: including mandatory
greenhouse gas emissions reporting guidance’ [dated June 2013) and has used the greenhouse gas (GHG'] emission factors outlined in the
DECC "UK Government conversion factors for Company Reporting’, Version 1.01 June 2018 (2018: Version 1 June 2017). As the Group operates
in Great Britain only, the Group's emissions stated above are amounts for both Global and UK and offshore emissions.

Where actual emissions for all of the individual periods that make up the financial year are not available by the reporting date, the Group
applies the use of estimates. Any such estimates are based on identifiable and measurable drivers in accordance with the Group's corporate
sustainability policies and procedures.

2. Organisational boundary

The Group reports on sources of material emissions over which it has financial control. The Group has opted to apply this approach in order to
provide a view consistent with the Financial Statements. Emissions from subsidiaries are reported in full. Emissions from joint arrangements
are stated at the Group's share of profits from the arrangements in the year, which, due to the complexity of funding arrangements, the Group
considers is best representative of the activities and emissions attributable to it, consistent with the Financial Statements. Emissions from
associates are excluded.

3. Greenhouse Gas Reporting Protocol

In line with the revised Greenhouse Gas Reporting Protocol, the Group is reporting Location-based and Market-based Scope 2 electricity
data. Market-based data is based on the emissions from energy purchased by the Group. Location-based refers to the average emissions
intensity of the UK National Grid. Purchased renewable sources of electricity used on sites and in offices is supported by Renewable Energy
Guarantees of Origin certificates.

4. Carbon intensity measure
Carbon intensity is measured as tonnes of CO,e per 100 square metres of homes and other properties legally completed in the year.
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5. Operational boundary

The Group reports on the sources of mate

| greenhouse gas emissions from its main activities categorised as:

Activity Source of emissions Scope 1 Scope 2 Scope 3
Direct Energy indirect Other indirect
Building homes Emissions from the Red diesel, Purchased electricity. Transmission and distribution losses from

construction and sale

of homes on sites. Joint
operation sites are stated
at the Group's share.

natural gas and
liquid petroleum
gas.

purchased electricity.

Building other
properties

Emissions from the
construction and sale of
other properties on sites.

Red diesel,
natural gas and
liquid petroleum
gas.

Purchased electricity.

Transmission and distribution losses from
purchased electricity. Sub-contracted

site fuel emissions for Wilson Bowden
Developments Limited.

Administrative

Emissions from operating

Natural gas,

Purchased electricity

Transmission and distribution losses

activities the Group's owned and biomass fuel and  and purchased heat from purchased electricity. Losses from
controlled administrative refrigerant losses. and steam. purchased heat and steam.
offices, including the BD
Living workshop.
Emissions from business Forecourt fuel N/A Forecourt fuel and electri

all other road vehicles. Emissions from
travel by rail and flights. Transmission

and distribution losses from purchased
electricity for charging battery electric cars.

used in owned and
controlled vans.

travel by employees.

Transmission and distribution losses from
purchased electricity.

Emissions from the
construction and sale of natural gas and
homes and other properties  liquid petroleum
on joint venture sites, gas.

stated at the Group's share.

Share of joint Red diesel,

ventures

Purchased electricity.

Emissions related to peripheral activities, such as the sale of part-exchanged properties, property management and the letting of premises
to third parties, have been excluded on the basis of materiality and to provide readers with useful emissions information resulting from the
Group’s core activities as a housebuilder. Subcontracted (indirect) emissions are also excluded unless stated. Business travel for sundry
journeys by taxi, tram and London Underground have been excluded on the basis of materiality and that at present, data collection for these
transport types is impractical.

6. Restatement of the comparative year and base year

The Group seeks to provide comprehensive and useful reporting of emissions to the readers of its Annual Report and to evolve its reporting
practices within this emerging area. The Group's approach was reviewed during the year and the comparative year and base year were
restated for the following:

i.  The Group reviewed the appropriateness of each of the emission factors applied to its emission sources. The factor apptied to the Group's
‘red’ diesel used by plant and machinery on construction sites was changed from mineral diesel oil to gas oil. The factors applied to the
Group’s business travel using flights were changed from factors without radiative forcing to factors with radiative forcing.

ii. The Group expanded the no:mn:o: of data for energy expended on its sites in 2019. This increased the scope of the data collected to

include: energy expended on sites that were active but had not yet completed the sale of any homes in the year; energy expended on

completed sites for infrastructure, such as street lighting, that had not yet been adopted by the local authority; and mare details of the
suppliers of the Group's electricity to its office facilities.

The Group adopted the financial control approach to its consolidated greenhouse gas emissions reporting in the year in crder to provide a

view consistent with the Financial Statements and to be a better reflection of the emissions that the Group is able to directly influence.

Under this approach, emissions from the Group’s joint arrangements for the comparative year have been restated at the Group's share

of uﬂc:,w from these arrangements. Sub-contracted indirect emissions from Wilson Bowden Developments Limited (a wholly owned

ng in the project management of commercial property construction) were added to the Group's consolidated
emissions. Emissions for business travel from the Group’s leased vans were reclassified from scope 3 lindirect) to scope 1 [direct)
emissions.

The Group has restated its intensity metric from tonnes of CO,e per 1,000 square feet completed to tonnes of CO,e per 100 square metres
completed in order to improve consistency with the industry sector.

2
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Greenhouse Gas Emissions Disclosure

continued

The effect of these changes on the total greenhouse gas emissions for the comparative year was:

2018 2018
Review of the Adoption of
emission Increased the the financiat
Greenhouse gas emissions factors scope of data control
(tonnes CO2ze) As published applied collected approach Restated
Scope 1 emissions 19,426 1,477 2,639 1,424 24,966
Scope 2 emissions Location-based 6,265 - 450 (121) 6,594
Market-based 4,903 - 177 (88] 4,992
Scope 3 emissions 9.177 41 42 (1,337) 7,923
Total Location-based 34,868 1,518 3,131 (34) 39,483
Market-based 33,506 1,518 2,858 (1) 37,881
Carbon intensity as Location-based 1.87 0.08 0.17 - 2.12
applied in 2018 Market-based 1.80 0.08 0.16 - 2.04
(tCO,e per 1,000 sq. ft)
Restated carbon intensity Location-based 2.02 0.08 0.18 - 2.28
(tCOze per 100m?) Market-based 1.94 0.08 0.17 - 2.19
The effect of these changes on the total greenhouse gas emissions for the base year was:
2015 2015
Review of the Adoption of
emission Increased the the financial
Greenhouse gas emissions factors scope of data control
(tonnes CO2ze) As published applied collected approach Restated
Scope 1 emissions 18,224 1,073 3.516 1,206 24,019
Scope 2 emissions Location-based 11,843 - 539 (573) 11,809
Scope 3 emissions 9,150 94 45 (1,562) 7,727
Total Location-based 39,217 1,167 4,100 (929} 43,555
Carbon intensity as Location-based 2.36 0.07 0.25 {0.06) 2.62
applied in 2015
(tCO,e per 1,000 sq. ft)
Restated carbon intensity Location-based 2.54 0.08 0.27 (0.07) : 2.82

(tCO2e per 100m?)
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Active outlet
AGM

AIMCH
Articles
ASP

Barratt

BBA

BEIS

BLIL

BRAM
Building for Life 12

Building Regqulations
Capital employed

CBi
ccc
cop
CIEEM
CIP
CIRIA
CiTB
cMA
CMi
Connected persons
CRM
pBo
DBP
DCLG
DECC
DEFRA
DTRs
EBT
ELTIP
EPS
ESG
EU
FRC
FSC
FY
GDPR
GHG
GMP
GRI
HBF
HMRC
HR
1A
IAS
IASB
IEMA
IFRIC
IFRS
R
HRC
I0SH
<iR>
ISAE
ISDA
I1SO

A site with at least one plot for sale
Annual General Meeting

Advanced Industrialised Methods for the Construction of Homes

The Company's Articles of Association

Average selling price

Barratt Developments PLC and its subsidiary undertakings
British Board of Agrément

Department for Business, Energy and Industrial Strategy
Barratt London Investments Limited

Barratt Residential Asset Management Limited

This is the industry standard, endorsed by the Government, for well-designed homes and neighbourhoods that local
communities, local authorities and developers are invited to use to stimulate conversations about creating good places to live

The requirements relating to the erection and extension of buildings under UK Law

Average net assets adjusted for goodwitl and intangibles, tax, cash, loans and borrowings, retirement benefit assets/

obligations and derivative financial instruments
Confederation of British Industry

Committee on Climate Change

Carbon Disclosure Project

Chartered Institute of Ecology and Environmental Management

Co-Investment Plan

Construction Industry Research and Information Association
Construction Industry Training Board

Competition and Markets Authority

The actuarial profession’s Continuous Mortality Investigation
As defined in the EU Market Abuse Regulation
Customer Relationship Management

Defined Benefit Obligation

Deferred Bonus Plan

Department for Communities and Local Government
Department of Energy and Climate Change
Department for Environment, Food and Rural Affairs
Disclosure Guidance and Transparency Rules
Barratt Developments Employee Benefit Trust
Employee Long Term Incentive Plan

Earnings per share

Environmental Social Governance

European Union

Financial Reporting Council

Forest Stewardship Councit

Financial year ended 30 June

General Data Protection Regulation

Greenhouse Gas

Guaranteed Minimum Pension

Global Reporting Initiative

Home Builders Federation

HM Revenue & Customs

Human Resources

Investment Association

international Accounting Standards

International Accounting Standards Board

Institute of Environmental Management and Assessment
International Financial Reporting Interpretations Committee
International Financial Reporting Standards

Injury incidence rate

International integrated Reporting Council
Institution of Occupational Safety and Health
Integrated Report

International Standard on Assurance Engagements
International Swaps and Derivatives Association
International Organisation for Standardisation

www.barrattdevelopments.co.uk
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Glossary

continued

Vs Joint ventures

KPI Key performance indicator

LIBOR The London Interbank Offered Rate

LT! Long term incentive

LTl lending Loan to Incentive mortgage lending

LTPP Long Term Performance Plan

LTv Loan to Value

MMC Modern methods of construction

MPC The Monetary Policy Committee

Net cash Cash and cash equivalents, bank overdrafts, interest bearing borrowings, prepaid fees and foreign exchange swaps
Net tangible assets Group net assets less other intangible assets and goodwill

New Code UK Corporate Governance Code issued in July 2018 (a copy of which is available from www.frc.org.uk)
NHBC National House Building Council

Ni National Insurance

Non-recurring items Costs associated with legacy properties and reversal of impairment/ impairment of inventories
NPPF The National Planning Policy Framework

Ofcom The regulator and competition authority for the UK communications industries

OHSAS Occupational Health and Safety Management Systems

ONS Office of National Statistics

Operating margin Profit from operations divided by revenue

Oregon Oregon Timber Frame Limited and its subsidiary Oregon Contract Management Limited

PBT Profit before tax

PEFC . The Programme for the Endorsement of Forest Certification

PwC PricewaterhouseCoopers LLP

RBLI Royal British Legion Industries

RCF Revolving Credit Facitity

Regional Trading Margin Basic trading profit [revenue less land costs, build costs and site marketing and running costs) divided by revenue for the
regional business

REGO Renewable Energy Guarantees of Origin

ROCE Return on capital employed calculated as described on pages 207 and 208

RSPB Royal Society for the Protection of Birds

SAPS Self-administered Pension Scheme

SECR Streamlined Energy and Carbon Reporting

Sharesave Savings-Related Share Option Scheme

SHE Safety, Health and the Environment

SIC Standing Interpretations Committee

Site ROCE Site operating profit [site trading profit less overheads less allocated administrative overheads) divided by average
. investment in site land, work in progress and equity share

SMis Senior Manager Incentive Scheme

SMSoP Senior Manager Share Option Plan

SSP Single Sales Principle - Academy training programme

TCFD The Task Force for Climate-Related Financial Disclosure

the Act The Companies Act 2006

the Code UK Corporate Governance Code issued in April 2016 (copy available from www.frc.org.uk)

the Company Barratt Developments PLC

the Group Barratt Developments PLC and its subsidiary undertakings

the Scheme the Barratt Group Pension & Life Assurance Scheme

Total completions Unless otherwise stated total completions quoted include JVs

Total gearing including  Land creditors and net debt/cash divided by net tangible assets
land creditors

TRADA Timber Research And Development Association

TSR Total shareholder return

UKLA UK Listing Authority

Underlying ROCE ROCE as defined on pages 207 and 208, with net assets also adjusted for land creditors
UN SDGs United Nations' Sustainable Development Goals

USPP US Private Placement

WACC Weighted average cost of capitat

waBD Wilson Bowden Developments Limited

wip Work in progress

Barratt Developments PLC Annual Report and Accounts 2019
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Five year record and alternative performance measures

Five year record (Unaudited)

2019 2018 2017 2016 2015
Revenue (Em] 4,763.1 48748 4,650.2 4,235.2 3,759.5
Profit before tax [Em) 909.8 835.5 765.1 682.3 565.5
Share capital and equity (Em) 4,869.0 4,597.7 43222 4,010.2 3,711.3
Per ordinary share:
Basic earnings per share (pence) 73.2 66.5 61.3 S5.1 45.5
Dividend (interim paid and final proposed (pencel} 291 26.5 244 18.3 15.1
Special cash payment proposed (pence) 17.3 17.3 17.3 12.4 10.0

Definitions of alternative performance measures and reconciliation to IFRS

The Group uses a number of alternative performance measures which are not defined within IFRS. The Directors use these alternative
performance measures, along with IFRS measures, to assess the operational performance of the Group as detailed in the Strategic Report on
pages 4 to 4. Definitions and reconciliations of the financial alternative performance measures used to IFRS measures, are included below:

Gross margin is defined as gross profit divided by revenue:

2019 2018
Revenue per Consolidated Income Statement (Em) 4,763.1 4,874.8
Gross profit per Consolidated Income Statement (Em] 1,084.2 1,008.9
Gross margin 22.8% 20.7%
Operating margin is defined as profit from operations divided by revenue:

2019 2018
Revenue per Consolidated Income Statement (£m) 4,763.1 4,874.8
Profit from operations per Consolidated Income Statement (Em) 901.1 862.6
Operating margin 18.9% 17.7%

Return on Capital Employed ['ROCE’) is calculated as earnings before amortisation, interest, tax, operating charges relating to the defined
benefit pension scheme and operating adjusting or exceptional items for the year, divided by average net assets adjusted for goodwill and
intangibles, tax, net cash, retirement benefit assets/obligations and derivative financial instruments:

2019 2018

£m E£m

Profit from operations 901.1 862.6
Cost associated with legacy properties 3.2 7.0
Defined benefit past service cost 1.7 -
Share of post-tax profit from JVs and associates including loss on disposat of joint ventures 37.5 18.0
Earnings before amortisation, interest, tax, adjusted items and defined benefit scheme charges 943.5 887.6

www.barrattdevelopments.co.uk
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Five year record and alternative performance measures

continued

Definitions of alternative performance measures and reconciliation to IFRS continued
Return on Capital Employed ('ROCE’) continued

30 June 31 December 30 June 31 December 30 June
2019 2018 2018 2017 2017
£m £m £m €m Em
Group net assets per Consolidated Balance Sheet 4,869.0 4,551.7 4,597.7 4,267.7 4,322.2
Less:
Other intangible assets per Consolidated Balance Sheet (102.3) (100.0) (100.0) (100.0) (100.0)
Goodwill per Condensed Balance Sheet (805.9} (792.2) {792.2) (792.2) (792.2)
Current tax liabilities 99.5 84.3 85.8 61.8 711
Deferred tax liabilities 17.6 215 253 201 8.0
Derivative financial instruments - swaps - - - - (7.4)
Retirement benefit (assets)/obligations (62.6) (53.1} (58.7) (34.8] {13.6)
Cash and cash equivalents (958.3) (579.1) (982.4) (378.0) (784.4)
Loans and borrowings 200.0 200.0 1911 2121 73.9
Prepaid fees (7.4) (8.6) - - -
Capital employed 3,249.6 3,324.5 2,966.6 3.256.7 2,777.6
Three point average capital employed 3,180.2 3.000.3

Total shareholder return ('TSR’) is a measure of the performance of the Group's share price over a period of three financial years.
It combines share price appreciation and dividends paid to show the total return to the shareholders expressed as a percentage.
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Reporting Approach

Our Integrated Report is primarily prepared
for our shareholders, however through our
activities we create value for a range of other
stakeholders.

Reporting Frameworks

Our integrated reporting is guided by various
codes and standards outlined in the table here.

Report scope and boundary

Our integrated report covers the
performance of Barratt Developments PLC
for the financial year ended June 2019.

The report extends beyond financial
reporting and includes non-financial
performance, opportunities and risks that
may have a significant influence on our
ability to create value.

Integrated Reporting Framework

The primary purpose of an integrated report
is to explain to providers of financial capital
how an organisation creates value over time.
An integrated report benefits all interested
stakeholders including employees,
customers, suppliers, business partners,
local communities, legislators, regulators
and policy-makers.

The IIRC’s vision is to align capital allocation
and corporate behaviour to wider goals

of financial stability and sustainable
devetopment through the cycle of integrated
reporting and thinking.

Approval by the
: Board of Directors

|
This Annual Report is an Integrated 1
Report and has been prepared and 1
presented in accordance with the .
+ International Integrated Reporting <IR>
Framework published by the IRC in

' December 2013.

The Board, which is responsible for the
integrity of this report, has considered

the preparation and presentation of this
report and concluded that it has been '
prepared and presented in accordance i
with the Framework. ;

Sustainability Frameworks

Frameworks

Purpose

The International
Integrated Reporting

Council's integrated
Reporting Framework

Framework that is focused on articutating the value creation of an
entity over time.

United Nations
Sustainable Development
Goals

Outward-looking framework that covers the areas of the UN’s 2030
Agenda focused on people, planet and prosperity.

The 17 UN SDGs define global sustainable development priorities
and aspirations for 2030 and seek to mobilise global efforts around a
common set of goals and targets.

The UN SDGs call for worldwide action amang governments,
business and civil society to end poverty and create a life of dignity
and opportunity for all, within the boundaries of the planet. The UN
SDGs were launched in 2015 by the UN.

FYSE4Good

Responsible investment index that scores companies based on their
sustainability performance.

We disclose information listed within the FTSE4Good criteria
throughout the pages of this integrated report, in the sustainability
and governance sections of our corporate website, and in our
Sustainability Framework. Further information can also be found
within our annual CDP Climate survey submission, and within our
CDP Forests survey to be submitted for the first time in 2019.

Task Force on Climate-
Related Financiat
Disclosures {'TCFD’)
Recommendations

Legal Requirements

Recommendations for disclosing clear, comparable and consistent
information about the risks and opportunities presented by climate
change.

Our primary disclosures aligning with TCFD recommendations
are made through the CDP Climate survey, which we submit on an
annual basis. In 2018 the CDP Climate Survey format was aligned
to TCFD recommendations. Other TCFD related disclosures can
be found within the content of this integrated report, and on the
sustainability section of our corporate website.

Frameworks

Purpose

Internationat Financial
Reporting Standards ['IFRS’}

Global framework for how companies prepare and disclose their
financial statements

Companies Act 2006

Company law in the UK

UK Corporate Governance
Code

The standards of good practice for listed companies on board

composition and development, remuneration, shareholder relations,

accountability and audit

Streamline Energy and

Carbon Reporting ['SECR’)

Disclosures required by the UK Government on a company’s energy
consumption and greenhouse gas emissions

www.barrattdevelopments.co.uk
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Group Advisers and Company Information

Registrars

Link Asset Services
The Registry

34 Beckenham Road
Beckenham

Kent

BR3 4TU

Tel: 0871 664 0300

Statutory auditor

Deloitte LLP
London

Solicitors
Slaughter and May

Brokers and investment bankers

Credit Suisse Securities (Europe) Limited
Deutsche Bank AG

Company information

Registered in England and Wales.
Company number 00604574

Financial calendar

Registered office

Barratt Developments PLC
Barratt House

Cartwright Way

Forest Business Park

Bardon Hill

Coalville

Leicestershire

LE67 TUF

Tel: 01530 278 278

www.barrattdevelopments.co.uk

Corporate office

Barratt Developments PLC
Kent House

1st Floor

14-17 Market Place

London

W1W 8A)J

Tel: 020 7299 4898

Announcement

2019 Annual General Meeting and Trading update 16 October 2019
FY19 Final Dividend Payment 5 November 2019
2020 Interim Results Announcement 5 February 2020
Trading update 7 May 2020
FY20 Interim Dividend Payment May 2020
Trading update 8 July 2020
2020 Annual Results Announcement 2 September 2020
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