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Highlights 2015

DELIVERED

ANOTHER RECORD
YEAR OF RESULTS

B £ 804.8m 20.3%

Salesrevenue 71 26% Operating margin A1 20 basis points
2014:£636.3m 2014:20.1%

£163.3m

Operating profit 71 27%
2014:£128.1m

INCREASING

DELIVERY OF QUALITY
NEWHOMES

2,129

Units completed 718%
2014:2,530

RETURNING

VALUE TO SHAREHOLDERS
49.3p 26.8%

Basic earnings per share 71 25% Returnonaverage capital employed
2014:39.3p 71 80 basis points
2014:26.0%

IMPROVING BOOSTING LEADING
LOCAL INFRASTRUCTURE ~ EMPLOYMENTAND SKILLS  INSUSTAINABILITY

£164.4m 41 Istplace

Combined Section 106 contributions and New apprentices Inthe NextGeneration benchmark
Community Infrastructure Levy (s106/CIL) of top 25 housebuilders, with a top
payments. 19% of our annual turnover score of 83% (2014: 2nd place, with
goesintosocial housing andinfrastructure 1 1 ascore of 82%)

| Movaredrs FTSE4Good
2 O Maintained our positionin the

FTSE4Good Index Series
© Candidates enrolledinour
1l SiteManagementAcademy
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EXPERTISE TO CREATE
GREAT PLACES

Expert knowledge and skills go into creating great places to
live. It's this expertise that delivers homes not houses, and
places not postcodes —where people can belong and where
communities can take shape and thrive.
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ABOUT THIS REPORT

This, our second integrated report, summarises our
widervalue proposition. It describes our financial and
non-financial performance and the ways in whichwe
interact with people and the environment to generate
value and controlrisks.

Thereportcomplies with all relevant strategic

reporting requirements for UK listed companies, as
wellas International Integrated Reporting Council

(IIRC) principles. We also follow the Global Reporting
Initiative G4 guidelines and provide further sustainability
information on our website.
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Directors’ remuneration report
Compliance and otherdisclosures
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Visitus online www.crestnicholson.com

. Download ourInvestor
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Providing
new schools

<V The new Tadpole Farm Church

of England Primary Academy forms
anintegral part of our developmentin
Swindon and provides places for 420
children. This will be joined by the Great
Western Academy, which on completion
will take 1,200 pupilsaged 11 to 18.

VIBRANT NEW
COMMUNITI

Pictured Penarth Heights, Glamorgan

o E |

2,000 new homes

A Outline planning secured for our
next Garden Village at Arborfield near
Wokingham in Berkshire. The first
works involved the remediation and
preparation of the site for the new
secondary school, ensuring that the
developmentwill be underpinned
from the outset with new high quality
educationand socialinfrastructure.

By T

Regenerating city centres

" ¥V Wehaverestored and enhanced the celebrated
artdeco Electricity House in Bristol, originally
designed by noted architect Sir Giles Gilbert Scott.
This landmark building forms part of the wider
regenerationin BS1.
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and balanced communities with a
range of private, socialand Private
Rented Sector ([PRS) homes.

In 2015 we launched the UK'’s
firstinstitutionally pre-funded
PRS scheme as part of our Bath
Riverside regeneration project.

THE SECTOR

We're working with leading architects on new
housing concepts, including innovative uses
of space to create flexible living environments
thatrespond and adapt to changing lifestyles.

Centenary Quay in Southamptonis the first
government-funded Build to Rent (BTR) scheme
on public sector land. We delivered the first
76 private rental units there thisyearand handed
over completed dwellings to A2 Dominion, the
new landlord, in autumn 2015.




Investing In Supporting
apprentices training

V¥ Weinvest more than £1m perannuminour ¥V 621 employees have participated
apprentice programme (including salaries).  inour Delivering Professional

In 2015, 21 participants (80.7% of the total Excellence programme which
intake) completed their apprenticeship - included a review of their training
wellabove the national average. needs and future development.

11 additional
graduates in 2015

A Ourgraduates are given practical experience
acrossallareas of our business and undergo a
formaltraining programme, guided by a mentor
from the Executive Management Team.

o
DEVELOPING ™
EXPERTISE

... ».
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GROUP OVERVIEW

Crest Nicholson is a leading developer with a history of creating well-
designed sustainable communities for over 50 years. The Group has
awell-regarded capability for delivering schemes of varying size and
scale, from small housing-led residential developments to larger urban
regeneration schemes and Garden Villages.

OUR MISSION

Crest Nicholson’s driving ambition is to be the market leader in the design and delivery
of sustainable housing and mixed use communities. We aim to improve the quality of
life for individuals and communities, now and in the future, by providing better homes,
workplaces, and retail and leisure spaces where people want to live, work and play.

Adiverse portfolio of projects

Our product portfolio ranges from homes for first-time buyers through to large family homes, and includes
amix of houses, apartments and commercial facilities as part of our larger developments.

L

divisions and provide specialist skills: 5 .
South West = -
__~ n
(o G T S EL L0 (Major Projects) ‘ ' 2 -.. . Eaitern
n
[ ] > “fQ\

OUR REGIONAL FOCUS

We operate across the South of England through
adivisional structure (see map). Two further
business units complement the regional

Specialisesin large-scale developments with
public and private partners, incorporating
residential and mixed use projects.

s e e[ E (Strategic Land)

Sources unallocated sites and secures valuable
planning permissions over time for medium to
long-term development to be delivered through
ourdivisions.

840 2,42

employees atyear end contractors (average number) Regional housebuilding divisions
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OUR BUSINESS IS BUILT ON THREE CORE PRINCIPLES:

Customer care

Design and innovation Sustainability

We aim to meet and exceed
our customers’ expectations
and provide them with support
throughout the buying process
and beyond.

Our strong design ethos can be
seeninvisionary masterplans,
and high quality homes and
places that create a lasting legacy.

We work to balance social,
economic and environmental
factorsin our decision making to
ensure we create value forall our
stakeholders and minimise our
environmental impact.

RECOGNITION FROM OTHERS

Once againthe Group’s approach was recognised in a number of industry awards, including the following.

rmr ol

L ..- -M| . :'rl:'
(ORI

' Wi

Housebuilder Awards 2015
Winner, Large Housebuilder of the Year.

NextGeneration

Gold Award - number
one for sustainability
inour sector

Firstout of 25 top
housebuilderswith a
score of 83% (industry
average: 37%).

Winner, Best Community Initiative - Visionary Community Interest Company at Tadpole Garden Village.
Winner, Best Design for Four Storeys or More - The Townhouse Collection, Bath Riverside.

Highly Commended, Sustainable Housebuilder of the Year.

Highly Commended, Best Regeneration Initiative - Bath Riverside.

-;l"'“"'ﬂ'q- L] [

] Nk -
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L ] 1

NHBC Healthand The British

NHBC

Pride ini T Jaa

NHBC Prideinthe Considerate 50 stars of

Job Awards 2015
Six of our site
managers received
Quality Awards.

Safety Awards 2015
Intheindustry’s
leading health and
safety awards, three
site managers were
‘Commended’ and
one was ‘Highly
Commended".

Constructors Award
National Site

Award Winner -
Centenary Quay.

ExcellenceinSales
and Marketing
Awards

Runner-up - Sales
Development
Programme of

the Year.

sustainability
Senior Site Manager
Mark Follos was
listed in Building
magazine's ‘50 stars
of sustainability’.
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BUSINESS MODEL

Our modelis built on creating value for all our stakeholders. To grow our business
sustainably we focus on long-term value creation — using our unique blend of
experience and skills to deliver quality homes that meet our customers’ needs.

RESOURCES AND
RELATIONSHIPS
WE RELY ON

Financial resources

Working capitaland a
healthy statement of
financial position.

Naturalresources

Land and materials to build
with. The Group’s long and
well-located land pipelineis
a keyasset.

Human and intellectual
resources

Employee and supply
chain skills, knowledge
and experience;and
relationships with
customers, local authority
partners, landowners and
communities.

HOW WE CREATE VALUE

LAND PLANNING CONSTRUCTION
AND DESIGN

— High quality,
diverse and well-
located plots

— Partnership
working to achieve
often complex
planning consents

— Championing best
practice in build
quality

— Skills and — Well-managed
experience — Vibrant sites with leading
inidentifying communities with environmentaland
opportunities a high quality safety practice

: blend of product :
— Robust strategic and tenure — Effective, long-

land pipeline

— Expertisein
masterplanning
and design

term supplier
relationships

FACTORS THAT INFLUENCE OUR BUSINESS MODEL

We keep our business model under
review in response to external factors
such as changing government policy,
market trends and evolving regulation.

Forexample, the planning systemis a
major factorin the cost and complexity
of development and can add to the
length of time that elapses before a site

Crest Nicholson Annualintegratedreport 2015
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EXAMPLES OF VALUE CREATION

CUSTOMER LEGACY AND
SERVICE STEWARDSHIP

— Meeting — Create
customers’ needs community
with homes and assets

places they want

to live in - Innovative,

affordable

— Support through solutions for
the home-buying long-term
process and management
beyond of assets

— Continuing — Financial support
tofocuson for public
the customer infrastructure
experience

(L L

becomes revenue-generating. See page 20
for more detail on external factors.

Employment and economic growth
The industry estimates that every new home built

creates 2.4 direct and additional jobs in the supply
chain Home Builders Federation (HBF).

279

new startersdirectly
employed

£44.5m

wages and salaries paid

New homes and community infrastructure

2,725

units delivered

19%

of ourannualturnover
goesinto social housing
and infrastructure

Skills for the future

21.5 hours

average hours of training
per employee

9%
of our workforce
are apprentices

£583.0m

supply chain contribution
charged against revenue

£299m

tax contribution

£790.3m

commitment to
affordable housing
subsidy (off site and
on site)

621

employees participated
inthe Delivering
Professional Excellence
programme

Lowimpact new homes

32%

of our homes have at
least one type of
renewable energy

15.65%

lower average carbon
emissions from our new
homes than current
regulations demand
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CHAIRMAN'S STATEMENT

In a buoyant market, the Group
has delivered its best ever

financial results and maintained

a leading position in the sector.

RESULTS AND DIVIDEND

£124.1m

The Group’s consolidated profit
after taxation for the financial
year ended 315t October 2015 was
£124.1m (2014: £98.8m).

13.3p

The Directors propose to pay a
finaldividend of 13.3 pence per
share (2014: 10.2 pence] for the
financial year ended 315t October
2015 which, together with the
interim dividend of 6.4 pence per
share paidin October 2015, brings
the total dividends for the year to
19.7 pence (2014: 14.3 pence).

Demand for new housing continues to

be strong, as purchasers pursue their
aspirations of home ownership or seek to
move to a home more suited to their current
needs. With a backdrop of good mortgage
access, risingemployment and government
policy increasingly focused on dealing with
the UK’s housing shortage, there are great
opportunities to continue to deliver homes
and create communities in places where
people want to live.

The Group made great progressin
implementing its strategy for sustainable
business growth. It delivered 2,725 new
homes while broadening its product profile
and investingin training and development.
This was reflected in strong revenue and
earnings growth and a robust operating
margin of 20.3%.

Taking into account the Group’s financial
position and the medium-term market
outlook, the Board proposes a final dividend

William Rucker Non-Executive Chairman

of 13.3 pence per share (2014: 10.2 pence).
The dividend is covered 2.5 times by earnings.

Independent evaluation of Board effectiveness
in 2015 was both positive and beneficial. The
Board was also delighted to welcome Sharon
Flood as a Non-Executive Director. Sharon
will bring her extensive strategic and financial
management experience to the Auditand Risk
Committee and replaces Malcolm McCaig
who made animportant contribution to the
Group over six years.

As partof its work to provide a high quality

of direction and oversight, the Board held
anumber of its meetings within divisions
during the year. This provided valuable
insights and reinforced its existing confidence
inthe Group’s core strengths, underpinned by
the quality and commitment of its teams.

lam impressed with the strategies the Group
has in place to meet both challenges and
opportunities — enhancing skills and capacity,
transforming processes and methods to
deliver quality, cost and environmental gains,
and innovating the product mix to meet new
needs. | am confident that this work will build
on the current excellent results and provide

a platform for continuing successin 2016

and beyond.

My thanks go to all employees, the
management team and my fellow Board
members for their contributions to a highly
successfulyear.

William Rucker
Chairman
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BOARD FOCUS IN 2015 Board of Directors and Executive Management team

sitevisit to Park Avenue, Sunbury v

— Tested the business strategy — Held an externally facilitated
and mapped risks Board evaluation

— Monitored implementation of — Reviewed the Group health and
the strategy with afocus on safety systems and identified
key areas, including customer areas forimprovement

tisfacti Lit . o
satisfaction and quality — Held Board meetings within

— Welcomed a new divisions and extensively
Non-Executive Director engaged with management
teams.

Formoreinformationonthe Board, see the Corporate Governance section on page 65. >
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BALANCED

COMMUNITIES

Kaleidoscope in Cambridge
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CHIEF EXECUTIVE’'S REVIEW

In favourable market conditions
we have maintained our focus
on place making through

high quality masterplanning,
design innovation and

effective partnering.

How has the Group performed
thisyear?

Thisyear’'s financial results are arecord
achievement for the Group and | am grateful
to our employees for their significant
contribution. lam pleased to reportthatwe
remain on track to hit our targets of £1bn of

revenue by 2016, and £1.4bn of revenue and
4,000 homes by 2019.

The business continues to focusits
operations in the South of England, building
well-designed homes in good quality
locations, with an emphasis on high quality
design and sustainability. We are conscious
of the desire of both individual purchasers
and policy-makers tosee anincreasein the
supply of new homes and we are working to

ensure that Crest Nicholson makes avaluable

contribution to meeting housing needs.

1. PRStransactionsinclude separate land sale and unit
development elements, which may be accounted forin
different periods and therefore can distortthe average
selling price (ASP) ratios. ‘Excluding PRS impact’is
afteradjusting toremove any such distortion.

Stephen Stone Group Chief Executive

AT AGLANCE

Unit completions
P 8% 2,725(2014: 2,530)

Open market average sale price
excluding PRS impact’

™ 10% £309,000 (2014: £282,000)

Land pipeline Total Gross
Development Value

T 12% €10,466m (2014: £9,342m)

Forward sales
P 32% £328.9m (2014: £249.4m)

Key growth targets
= £1bn revenue by 2016
= £1.4bn revenueand 4,000 homes by 2019
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g The five-year outlook in the sector remains
strong, with good sales rates and access to

mortgage finance for first-time buyers through

the government-backed Help to Buy scheme.

To help deliver on our targets, we have
refocused resources on new zones in
London and expanded the capacity of the
Group’s operating regions with our new
Chiltern division, and taken serious strides
to establish a PRS offer underpinned by
financialinstitutions.

Alongside strong financial performance,
am delighted to report that we have once
more demonstrated our sector leadership

in sustainability. This year we were ranked
as the top performing company in the
NextGeneration benchmark of the 25 largest
housebuilders, after having maintained
second place for the previous seven years.
We have also maintained our positionin

the FTSE4Good Index and significantly
improved our score in the Carbon Disclosure
Project —in recognition of our high levels of
transparency and action on climate change
farinadvance of the industry average.

Crest Nicholson Annualintegratedreport 2015

We delivered 2,725 unitsin 2015, an increase
of 8%. Bringing forward new homesis our
core focus but thisis only part of the picture.
The fantastic new school for Tadpole Garden
Village, the transformed Electricity House
in Bristol city centre, our award-winning
Finberry developmentin Ashford and the
investment we are making in our people are
all examples of much wider value creation.

As always, effective partnering with

public sector agencies, councils and local
communities enabled us to bring a variety
of projects forward. For example, with the
Homes and Communities Agency (HCA)

we are progressing the fourth phase of our
regeneration project at Centenary Quay

in Southampton, and we are working with
the Defence Infrastructure Organisation
(DI0] as lead developer for a new Garden
Village community at the former airfield at
RAF Wyton in Cambridgeshire - settobea
significant development in the UK. Also with
the DIO, we have secured outline planning for
a Garden Village at the Arborfield Garrison
site in Berkshire.
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Crest Nicholson is positioned
within the 86" percentile of

the FTSE4Good Index Series,
scoring highly in the Corporate
Governance, Climate Change
and Water Use categories.

A key growth constraintis the
industry’s skills gap - how are you
managing this?

The Group hasinvested in apprenticeships
for many years and we have further pledged
to hire and support 200 apprentices by
2020. We have also put significant effort
and resource into developing our graduate
programme, which is now an industry-
leading example. Our first Site Management
Academy is anotherinitiative we are proud
of. It'saninnovative programme designed
to create 20 new site managers ayearand
provide a talented pipeline of future build
managers and production directors.

Ourinvestmentin people is aninvestment
inthe future, benefiting the Group,
individuals and the sector. I'm delighted
that our approach has contributed to a 90%
engagement score in our 2015 employee
survey, with positive endorsement of our
focus on training and development.

How are you anticipating and
responding to market needs?

We already have a broad product range that
incorporates new build, refurbishment and
regeneration projects, but we continue to
monitor emerging trends in demographics,
income and affordability.

PERFORMANCE

28 Finance Director’s review
30 Keyperformanceindicators
32 Strategyinaction

61 Principalrisksand
uncertainties

Our efforts to develop a PRS offeris a key
example that has beenvery productive
thisyear. Following the contract for sale

in April of 97 PRS units at Bath Riverside,
we contracted to deliver to M&G Real
Estate a further 227 units at Kilnwood Vale
near Crawley for private rental - our first
purpose-designed suburban PRS model.

A supportive government policy framework,
including continuing the emphasis on
apprenticeships, upskilling and support

for first-time buyers, will continue to

be importantin enabling us to respond
effectively to changing market dynamics.

Canyou tell us about the importance
of design and customer service to
Crest Nicholson?

Our design ethos and customer focus are
core to Crest Nicholson and add realvalue
to the business. Good design starts with the
location - ensuring our development fits
into and enhances the local context - then
flows into form, function and materials
with close attention to detail in delivering

to our customers.

Disappointingly, our commitment to quality
has not translated into the highest possible
customer satisfaction levels thisyear. As a
company traditionally rated 5-star in the HBF
survey, we were extremely disappointed with
our 4-starratingin 2015 - aresult that was
influenced by delays and quality challenges
onsome projects, linked to supply chain
issues. While recognising that the 2-3%
declinein our overall scoreis aslightone, we
are determined to regain our 5-star status.
To underpin this target, customer service
performance continues to be a metric within
bonus schemes across the Group, including
those of the Executive Directors (for further
details see the remuneration report, page 84).
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» Monksmoor Park near
Daventry, Northamptonshire

V St Peter’s Place, London Wé

5
52k

Our supply chainis crucial to quality and
delivery. Some of the innovations we're
exploring include off-site manufacturing
and partnering agreements to provide
greater assurance of high quality and timely
completion (see page 59).

Have the changes to the structure
of the company proved to be
successful?

In 2014 we created the Chiltern division and
promoted a number of internal candidates to
the divisional board. Aregional chairman was
appointed to oversee the start-up of Chiltern
and to provide supportand guidance to two
other divisions where managing director
appointments were recently made. The
Chiltern division has exceeded expectations:
five new sites were acquired in the year and
astrongteam has been established.

Our London division has also had success
developing sites in areas of greater
affordability, such as outer London boroughs
with strong commuter links where we can
use our existing resources and expertise.

What are you doing on environmental
matters and health and safety?

Waste reduction and resource efficiency
are key priorities addressed through

our Make Waste History programme. In
2015 we mapped all our waste streams
toidentify their root causes and created

a league table of waste reduction. This is
generating healthy internal competition
and enabling our construction sites to
benchmark performance. We also see a
strong role for technology and are trialling
atablet-based system for improving site
management, scheduling and resource
efficiency. Our continuing focus is recognised
inthe Group being rated firstamong the top

25 housebuildersin the NextGeneration
sustainability benchmark.

As the director with overall responsibility
for health and safety, | have reviewed our
processesindiscussion with the Board

and our health and safety team this year.

A number of priorities and programmes
have been determined to drive improvement
(see pages 48 to 49).

In summary, how do you see the
market outlook?

The five-year outlook in the sector remains
strong, with good sales rates and access

to mortgage finance for first-time buyers
through the government-backed Help to Buy
scheme. Land conditions are positive, despite
ongoing constraints in the planning system,
and sales price inflation is currently covering
build cost inflation as demand outstrips
supply. Overall, we are seeing no shortage of
land-buying opportunities coming forward
and the gross development values of both our
shortand long-term land pipelines continue
to grow.

A key constraint on sector growth will be
production capacity, which is why we place
such emphasis on a progressive relationship
with our supply chain, employee development
and upskilling, and innovations across the
board that bring efficiency gains.

I am confident that our current business
strategy and the Group’s core strengths
provide a strong platform for successfully
meeting our growth targets through a
continuing focus on delivering a high quality
product mix that responds to evolving
customer needs.

Stephen Stone
Chief Executive
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STRATEGY SUMMARY

Our strategy is to grow the business to a level that sustains long-
term value creation for all our stakeholders by delivering quality
homes and products that meet our customers’ needs.

MANAGED GROWTH OF THE BUSINESS

— Overthe nearto medium term, grow the business toits natural scale
and ata levelattunedto the cyclical housing market, through measured
expansion in our existing operating area.

— Overthe longerterm, focus on stability and maintaining value creation.

DELIVERING TO OUR CUSTOMERS AND COMMUNITIES

— Meet the needs of our customers by creating high quality, well-
designed homes and places that contribute to well-being and
quality of life, and that deliver a lasting economic, social and
environmental legacy.

SKILLS AND LEADERSHIP

— Develop astrong culture of organisational learning and build leadership
capacity forthe future.

— Continue toinvestinthe youth of today.

RESPONSIBLE RESOURCE MANAGEMENT

— Operate our business and deliver our new homes and placesinan
environmentally responsible way.

PARTNERSHIP AND SUPPLY CHAIN

— Partnerwith landowners, government, our supply chain and other key
stakeholdersto bring forward sites and drive efficient delivery.

— Ourstrategyinaction: see pages 32to 60.
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OPERATING ENVIRONMENT
REVIEW

We operate in a complex environment and manage a range of factors
that have a potential impact on the Group.

High demand in our operating area According to 2012-based projections, 55% of
the new homes required between 2011 and
2031 will be needed in London, the South East
and the East, underpinning the likelihood of
continuing high demand in our main operating

Housing demand continues to outstrip
supply in London and the South of England,
sustained by a strong job market, an
increasingly competitive mortgage market, ,
the ongoing availability of the government- areas and leaving us on track to meet our
backed Help to Buy scheme and increasing 2016 and 2019 targets.

consumer confidence. This positive backdrop ~ Customer expectations - of design and living

has led to growing levels of housing delivery environment, the use of space in the home
and contributed to the Group’s excellent and levels of service provided - remain
financial performance this year. high and will continue to evolve in line with

We experienced strong sales rates across all changing demographics and lifestyles.

markets, followed by a slowdown for higher
value homes following the introduction of
new Stamp Duty Land Tax (SDLT) tax bands.
Looking ahead, unless the Government
reviews SDLT levels for higher value homes,
the business anticipates that the slower sales
rate for higher value properties will continue.

Projected housing demand What'’s constraining housebuilding?
(% identifying key constraints)
100

55% of the new homes required

between 2011 and 2031 will be needed o0

in London, the South East and the East

60 ",
40

20

June 2007 June 2009 June 2011 June 2013 June 2015
—Developmentfinance = Planning delays
= Labour availability +=:-Materials availability

— Land availability

Source: Department of Communities and Local Government/TCPA. Source: Housebuilder'sHousing Market Intelligence Report.
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Affordability

With house price inflation staying ahead
of wage growth, affordability remains a
challenge for prospective buyers, the UK
economy and the sectorasawhole.

The Group has continued its strategy of
delivering balanced communities through
the right mix of product types and innovations
in funding mechanisms and services. This
has included further expansion of our PRS
offering into suburban sites, while in London
we have started to acquire and develop sites
in outlying boroughs that will offer more
affordable homes to our customers.

In 2015 we launched the UK'’s
first institutionally funded PRS
pre-sale scheme in Bath.
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L

A Bath Riverside, Bath

The Government has extended the Help

to Buy scheme to 2021 and announced its
intention to introduce a new Starter Home
productin 2016 to help first-time buyers onto
the property ladder, and is seeking to reduce
the cost of social housing by cutting rents by
1% per annum for the next four years. We will
work with Government and Local Planning
Authorities (LPAs] to introduce the new
starter homes onto our developments as well
as re-negotiating Section 106 (s106) tenure
mixes with LPAs, where housing delivery is
undermined by new lower rent levels.
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Opportunities and threats facing the industry

Top five opportunities

Government attitude to housebuilding
Government considering reduced regulatory burden
Opportunity toincrease market share/profile
Low stock/scarcity of supply

Opportunity forsmall builderstoreturntomarket

Top five threats

1

o~ W

Government attitude to housebuilding
Risinginterestrates

Banks further restrict mortgages/financing
Areturntorecession

Materialshortages

Source: Housebuilder'sHousing Market Intelligence Report.

Delivery challengesin the
housing sector

While larger housing developers, including
Crest Nicholson, are increasing supply,
housing output from smalland medium-
sized enterprises (SMEs] continues to falter
as aconsequence of the complexity and
uncertainty of the planning system.

In addition, the Government’s change

of emphasis away from rented tenures
and towards a home-ownership model
is prompting awide-scale review of the
Registered Provider model, reducing its
capacity to deliverin the short term.

Overthe past fouryears

only 94% of required homes
in England and 34% in London
have been delivered.

TCPA analysis [November 2015) based on Department
for Community and Local Government (DCLG)
projections 2012-37

{a

Registered builders by size

2,500 70
60

2,000
50
1,500 40
1,000 o0
20

500
10

0 0
86 88 90 92 94 96 98 00 02 04 06 08 10 12 14

Financial year

— Number of builders delivering 11 to 500 units (left-hand scale)
— Number of builders delivering 500+ units (right-hand scale)

Source: Housebuilder'sHousing Market Intelligence Report.

We are part of an industry-wide move

to explore new ways of housebuilding to
improve sector delivery. New materials

and technologies, off-site manufacturing to
boost existing capacity and a much closer
relationship with suppliers are key focus
areas. These are also part of our response to
climate change policy and extreme weather
risks, which impact on housing specification
aswellas the timing of build and delivery.

Theindustryis also facing a skills gap. As
well as a shortfall of skilled and experienced
construction workers, there are particular
challenges when it comes to recruiting
senior-level candidates. We continue to invest
inrecruitment and development, including
apprentice and graduate programmes,

our Site Management Academy and our
Management Excellence programme.
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Planning framework

Planning authorities continue to experience
budget cuts, reducing their capacity to manage
applications and develop local plans. The
emphasis on consenting fewer larger sites has
constrained outlet growth across the sector.
The General Electionin May 2015 also saw
planning stall during a four-month period.

The influence of neighbourhood planning

has continued to grow. This has proved
problematic and slow where no National
Planning Policy Framework-compliant local
planisin place and adopted. We continue to
emphasise the need for neighbourhood plans
to be subservientto local plans.

Planning permissions are
generally being granted at over
250,000 plots per annum, though
not always in the area of need.
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<The Broadway,
Tooting High Street,
London SW17

To help mitigate these challenges, we

are focused on working effectively with
Governmentand LPAs and on ensuring
that our consultation and masterplanning
processes are as robust and professional
as possible. We put planning performance
agreementsin place on larger sites, with
added funding agreed where LPAs are
otherwise resource constrained but show
willingness to expedite quicker planning.

Land supply

The short-term land market remains positive.
Thereis nodiscernible shortage of high
quality sites being identified and coming
forward to the market at good margins
commensurate with the risks involved.

The strategic land market is more competitive
due to agrowing number of ‘land promoters’.
We are responding by showing our excellent
track record of success in planning and place
making, demonstrating our experiencein
creating places thatadd value and meet our
landowners’ aspirations. For further details
onour land pipeline, see page 29.
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To support the implementation of our business strategy, we are
continuing to research and explore emerging longer-term challenges
and opportunities in a number of key areas.

Creating great places to live

We are reviewing what a great place to

live means and how it can best be created,
including applying Group principles and
practices consistently regardless of the local
environment and context, and putting in place
arrangements that will deliver an affordable
and reliable legacy. See page 40.

Responding to trends and
customers’ future needs through
product development

We are aiming to design new forms of
housing to address changing markets, needs
and lifestyles. This has started with research
into future housing systems and customer
expectations. The next step is to work with
selected architects and suppliers to generate
and detail new housing concepts where the
use of space and technology will enhance

the quality and responsiveness of the living
environment. See page 39.

New business and channels to market

We are exploring new business opportunities
and channels to market, including innovative
PRS products and housing forms to meet the
market needs of an ageing population. We are
also exploring how to increase delivery and
diversity of product through twin outletting
of traditional and contemporary forms of
housing on the same sites. See page 35.

Supply chain and natural resources

We are looking at future capacity constraints
and levels of innovation in the supply chain,
including anticipating the future impact

of regulation on design, components and
materials use, construction methods and
systems. Amajor area for exploration is off-
site manufacturing techniques to minimise
reliance on a stretched supply chain and to
improve the quality of our homes. In parallel,
we are exploring the development of new
partnership mechanisms with suppliers and
contractors. See page 53.

Learning and continuous
improvement

We are defining and implementing formal
learning protocols to support behaviour
change and improve the way we operate,
targeting greater efficiency and innovation,
reduced costs, and higher employee
satisfaction, motivation and retention.

See page 45.

BUSINESS BENEFITS OF OUR CREATING GREAT PLACES

TO LIVE WORKSTREAM

Increased
recognition
and reputation

Increased
profitability

Developing
resilience to
recessionary
markets
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DIALOGUE AND PARTNERING

It's crucial that we understand and respond to the interests of a wide range
of stakeholders in the course of our business.

m DEVELOPMENT PARTNERS AND LANDOWNERS

Key interests

Ability to work within the
planning system.

Quality of development and ability to
generate competitive land value.

Partnership culture and reliability.

#? CUSTOMERS AND COMMUNITIES

Key interests

Timing and extent of physical and social
infrastructure (new roads, surgeries
and schools).

Character and density of proposed
development.

Product quality and service levels:
ongoing supportand a helpful manner.

2 EMPLOYEES

Key interests

Career development, opportunity
andtraining.

Mentoring and support.

Conditions of work.

Our approach

We have an excellent track record for bringing developments
successfully through planning.

The case studies that we give to our partnersillustrate our focus on
delivering quality and value.

We demonstrate our reliability and expertise through open
partnering, building trust through strong relationships with agents
and public sector partners alike.

Our approach

We take pride in positive engagement with local residents, including
liaising with community representatives to ensure that concerns
about under-investmentininfrastructure are addressed from

the outset.

We continue to design homes of a character and scale that fit in with
the local environment.

Recent initiatives include commissioning a new customer services
manual, enhanced customer services training, improved
pre-operational planning, use of technology by site managers, and
supply chain engagement to minimise delays and risks to quality.

Our approach

We continue to investin employee engagement and progressive
employment policies that provide equal opportunities.

We have introduced a range of new and improved training and career
development programmes for all levels of the organisation.

Our employee surveyis a key tool for dialogue. This is supplemented
by team meetings, training, roadshows and the corporate intranet.
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i GOVERNMENT AND INDUSTRY

Key interests

Increasing the delivery rate of new
homes and the quality and sustainability
of developments to make housing more
acceptable to communities.

Defining minimum national standards on
space, security and accessibility.

Developing and regulating standards on
energy and resource efficiency and carbon.

Maintaining a healthy industry and
broadening the SME sector.

O INVESTORS

Key interests

Clear strategy.

Governance, ethics and transparency.

Sharevalue.

Ceo SUPPLY CHAIN

Key interests

Consistency and a secure pipeline
of work.

Shared purpose.
Positive payment terms and wider terms

and conditions.

Collaboration andinnovation.

{a

Our approach

We are aligned with government policy and recognised for delivering
high quality developments and a continued growth in units perannum.

We collaborate to formulate responses to policies and contribute to
emerging design and sustainability standards. Ourinvolvement includes
the Town and Country Planning Association, UK Green Building Council,
HCA and Zero Carbon Hub.

We are an active voice of the industry, leading and working on various
HBF boards and committees.

Our engagement with government is welcomed and we separately
provide input to the Department for Environment, Food & Rural Affairs
(Defra), Department for Energy and Climate Change (DECC) and DCLG
on emerging policy and regulation.

Our approach

Asa public company, primary responsibility is to our investors and we
maintain a programme of presentations and investor meetings, as well
assitevisits.

We commissioned an externally facilitated evaluation of Board
effectiveness this year. We aim to provide transparent disclosure
through our annualintegrated report and via sustainability indices
(FTSE4Good, Carbon Disclosure Project, NextGeneration).

We have set out a clear plan of managed growth and are investing in
the development of our managers and executives.

Our approach

We continue to engage strategically with our supply chain on shared
challenges, including building production capacity and addressing
skill shortages.

We share ourvision, knowledge and good practice with contractors
and suppliers working with us on our construction sites.

We aim for partnership approaches and contract terms that bring
mutual benefits.

We collaborate with our supply chain through forums, including
Advanced Industrialised Methods for the Construction of Homes
(AIMCh) and Building Research Establishment (BRE); see page 53
for more information.
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IDENTIFYING MATERIAL ISSUES

In 2012 we formally consulted with our
stakeholders and reviewed thiswork in
2014, assessing all the comments from

stakeholders and looking at the wider market

environment. Following this we interviewed
representatives of stakeholder groups, who

were invited to comment on topics of interest
and rate themin order of importance. Finally,

we used all these findings to map issues

into an initial materiality matrix, identifying
which were of high importance to both our
stakeholders and the business. This work
was also informed by the Group’s risk
management process and risk register.

This year we have once again reviewed our
materiality analysis and have mapped the
issues more closely to the five pillars of our
business strategy.

KEY ISSUES GROUPED UNDER OUR FIVE STRATEGIC PILLARS

MANAGED GROWTH
OF THE BUSINESS

O s

- Housing demand/supply [imbalance)
— Land availability and cost

— Access to capital for customers and
the business

— Profitability

— New investment and delivery models

DELIVERING TO OUR CUSTOMERS
AND COMMUNITIES
—> Quality and customer satisfaction (includes

quality of housing design and technology)

— Creation of diverse communities (includes
affordable housing)

—> Enabling sustainable lifestyles (includes
flood risk and sustainable transport)

— Long-term management of developments

SKILLS AND LEADERSHIP

— Availability and use of technical skills
(includes supply chain and employees])

— Training and development

— Succession planning

RESPONSIBLE RESOURCE
MANAGEMENT

Oae

— Availability, price and use of responsible
materials (includes housing - energy
efficiency and low carbon)

— Compliance

O_)_)_) PARTNERSHIP AND
SUPPLY CHAIN
— Being a partner of choice

— Strong relationships with regulators,
planning departments and government



FINANCE
DIRECTOR'S
REVIEW

On track to deliver our targets.

Trading performance

Trading performance in the year ended
31°tOctober 2015 has continued in the strong
vein established from the middle of calendar
year 2013. Having reached our initial post-
Initial Public Offering (IPO) volume target

of 2,500 homes last year, the business has
continued to expand in both volume and
average sale price (ASP) terms.

Sales revenues of £804.8m were 26%

higher than the £636.3m reported for the
prioryear, primarily driven by increasesin
housing revenue. Unit volumes were up 8%
at2,725(2014:2,530) and overall ASPs up
14%. Open-market unit completions rose by
16%, whereas affordable completions were
lower than the prioryear, due to the timing of
completions of certain apartment projects.

Contributions to turnover from land sales and
commercial mixed use continue to comprise
asmall part of overall operations, but were
nonetheless up strongly on the prioryear,
together accounting for £56.1m of sales (2014:
£32.4m). Land sales of parcels of our larger
sites form part of our routine approach to
funding strategic infrastructure. Commercial
activity primarily related to the balance of

a construction contract for a superstore
onour Centenary Quay regeneration sitein
Southampton and the sale of commercial
space atour Tileman House development

in Putney.

Sales price inflation through the year has
been ona positive trend, albeit that the

overall levels of price increases are not as
sharp asduring 2014. Build cost inflation has
followed a similar pattern, with materials cost
inflation moderating significantly. Given the
overall shortage of skilled labour serving the
industry, we continue to see rising wage and
salary costs.

Gross margins for the year were 27.5% (2014:
28.6%), reflecting an anticipated movement
in project mix, with a lower contribution from

Crest Nicholson Annualintegrated report 2015

Patrick Bergin Group Finance Director

higher margin projects. Nonetheless, gross
margins remain healthy, supported by net
inflation gains and the benefits of increased
acquisition margins and a growing proportion
of units sourced from strategic land.

Operating profits of £163.3m (2014: £128.1m)
were 27% higher than the prioryear. Operating
margins, at 20.3% (2014: 20.1%), reflect the
reductioninadministrative expensesasa
percentage of sales, as the growing business
drives greater overhead efficiency.

Finance expense and taxation

Net financing expense of £9.5m (2014: £11.4m)
is £1.9m lower than the prioryear, primarily
due to the benefits of paying lower margins on
the amended revolving credit facility and the
benefit of interest credits arising as a result of
shared equity loan redemptions.

Income tax expense in the year of £29.9m
(2014: £17.9m] represented an effective tax
rate of 19.4% (2014: 15.3%). The effective tax
rate for the year ended 315t October 2014 was
lower than the standard rate of UK corporation
tax, in part due to the recognition of previously
unrecognised temporary differences.

Earnings per share

Basic earnings per share have risen 25%

to 49.3 pence from 39.3 pence in 2014. Full
details are shown in Note 8 to the consolidated
financial statements.

Dividend

The Board proposes to pay a final dividend

of 13.3 pence per share for the financial year
ended 315t October 2015 which, subject to
shareholder approval, will be paid on 8™ April
2016 to shareholders on the register at the
close of business on 11" March 2016.

If approved, the total dividend paid in respect
of 2015 earnings of 49.3 pence per share
would be 19.7 pence, anincrease of 38% over
the 14.3 pence paid in respect of 2014 and
representing dividend cover of 2.5 times,

in line with the Board’s stated intention to
reduce dividend cover to 2.0 times by 2017.
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Short-term commercial
TOTALSHORTTERM
Strategic land

TOTALLAND PIPELINE

Cash flow and financial position

The Group had net assets at 315t October 2015
of £630.7m (2014: £536.5m), an increase of
18% over the prioryear.

Inventories have increased by 11%, up from
£814.1m at 315t October 2014 to £904.5m at
315t October 2015, reflecting the growth
trajectoryin the business. Land inventory
is broadly level with prioryears, as land
acquisitions in the year have focused on
supporting our growing Chiltern division
andreplenishing usage in our more
mature operations.

Stocks of completed units continue to be
atvery low levels and amounted to £40.7m
(2014: £34.5m). A significant proportion of
stock of completed units is represented by
show homes.

Net cash flows from operations amounted to
an inflow of £23.5m (2014: £38.8m outflow],
reflecting strongworking capital averagein the
year. As aconsequence, thereturnonaverage
capital employed achieved by the business in
theyearincreased to 26.8% (2014: 26.0%).

Financing

During the year, the Group amended and
extended its loan obligations, increasing the
leveland duration of its banking facilities
while reducing the overall cost of borrowing.

The £200m revolving credit facility and £80m
ancillary facility, with maturity dates in March
2019, were amended to £240m revolving

credit facility and £120m ancillary facility, with
maturity dates in January 2020. The extension
of borrowing facilities provides additional
funding headroom to support the established
strategy for business growth and development.
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2015 2014
Units GDV-£m Units GDV-£m
16,064 5,106 17,247 4,798
- 249 - 221
16,064 3,353 17,247 5,019
17,712 5111 16,219 4,323
33,776 10,466 33,466 9,342

At 315t October 2015 the Group had net debt
of £30.6m (2014: £19.3m) and the ratio of net
debt/equity was 4.9% (2014: 3.6%).

Land pipeline
The Group’s contracted land pipelineis

summarised in terms of units and gross
developmentvalue (GDV) as set out above.

The short-term housing pipeline now
represents 5.9 years of supply, down from
6.8years at 315t October 2014. The average
selling price (ASP) of all units within the short-
term portfolio, including affordable units and
units being sold for private rental, is £318,000,
whichis 14% higher than the £278,000 at
315tOctober 2014.

Thisincrease in ASP reflects both historic
sales price appreciation and the mix of
additions to the pipeline. We are continuing to
identify and secure sites in strong locations
where the prevailing ASP is higher than our
current levels.

Strategic land continues to be an important
source of supply. During the year four sites
and 534 plots have been pulled through from
the strategic into the short-term land pipeline.
Notwithstanding these transfers, overall
strategic land pipeline numbers have risen as
new sites are contracted.

Our healthy land pipeline enables the Group to
maintain its focus on investing in opportunities
that deliver attractive financial returns.
Having raised hurdle rates for new site
acquisitions last year, additional requirements
for higher margins were formalised in the
summer of 2015 for projects that exhibited
greater complexity or other risks.

Patrick Bergin
Group Finance Director
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KEY PERFORMANCE ﬁ‘
INDICATORS

Avyear of record financial results with continuing strong focus on balanced,
sustainable value creation measured through economic, social and
environmental performance.

We have made changes to some key performance indicators (KPIs) this year to more
closely reflect the business and to provide a robust basis for measuring progress.

Q ﬁ MANAGED GROWTH OF THE BUSINESS

Salesrevenue Units completed Average open market Operating profit
£804.8m 2,725 wenopriee £163.3m
' ' £309k '
2,725 82 3
636.3 2172 2,530 248 128.1
Target:£1bn 521.1 ’ 97.12
salesrevenue
by2016and Target: 4,000
£1.4bnby2019 homesby2019
2013 2014 2013 2014 2013 2014 2013 2014
Net profit Gross margin Basic earnings per share Return on average capital
£124.1m 27.5Y% smploved
: .J /0 49.3p
1241 29 286 275 49.3 26 80/0
’ 268
98.8 39.3 g2 260
71.5 29.42
2013 2014 2013 2014 2013 2014 2013 2014
Land pipeline Total Gross Short-term land units Strategic land units
Development Value rlé 064 r|7 7,] 2
) )
E] O,Aééﬂ [ 10466 16,388 17247 14 04/, 16,219 1o’
9,342 14,3
7,672
2013 2014 2013 2014 2013 2014
1. Excluding PRSimpact - PRS transactionsinclude separate land sale 6. Annualagreements covering panelfee structure, paymentterms,

and unitdevelopment elements, which may be accounted forin different
periods and therefore candistortthe ASP ratios. Excluding PRS impactis

allocation of work, and other items such as service level agreements and
quarterly panelreviews.

after adjusting to remove any such distortion. 7. Annualagreements covering panel fee structure, covering key

2. Beforeexceptional costs of £5.9mrelating to the Initial Public Offeringin contractualterms, payment terms, allocation of work, environmental
February 2013. responsibility, health and safety, integrity, and other items.

3. Thefollowing KPIs have been removed or replaced: ‘Homes builton 8. Includinggrouptradingagreements thatreduce repetitive competitive

brownfield land’, ‘Building Research Establishment Environmental
Assessment Methodology (BREEAM) Green Guide rating’.

4. Standard Assessment Procedure (SAP) energy rating out of 100, based on
SAP2009. Includes design SAP scores from 52 plots.

5. Thisisanewsetof KPIsthatbetterreflects our supply chain engagement.
Note: our ‘Certified timber sourced” indicator now appears separately on
our website as data from our audit of timber suppliersis not available in
time for this report.

tendering. Covering supply rates, paymentterms, and otheritems such as
service level agreements, stock levels and waste collection or reduction.
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DELIVERING TO OUR
CUSTOMERS AND
COMMUNITIES

Customer satisfaction
rating (HBF survey)

* K kK s

People who would
recommend Crest
Nicholsonto afriend

9/10 9/10 9/10 9/10

(independent
Target:5stars survey)
2013 2014 2013 2014
g\g SKILLS AND
LEADERSHIP
Average training Apprenticesintotal
hours per person workforce

21.5

215 90/0 % 9% 9%

12.5

7.5
Target: 10%

2013 2014 2013 2014

Number of internal

Annual Injury Incident

promotions Rate (AlIR)
77 7 H2% |
7 O reduction
2014:50% reduction
2013:48% reduction
[baseline 2008)
2013 2014
New graduates
17
"
7
2013 2014

15 Chief Executive'sreview
19 Strategysummary
20 Operating environment
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32 Strategyinaction

RESPONSIBLE

P

@) RESOURCE

MANAGEMENT?
CO0ze per 1,000 sq ft CO2e per average number
delivered (tCO2e) of employees (tCO2e)

i 45 ' 14.2
43
37 Bo
2013 2014 2013 2014

Home energy efficiency -
SAP energyrating

83.62°

83.89 83.96 83.62

Construction waste volume
per 1,000sq ftdelivered

40.65

41.80 39.22 40.65

2015:2%
reduction
2014:6%
reduction
[baseline 2013)
2013 2014 2013 2014
Developments with
ecological enhancement or
protection
0 68 69
63% =
(37 outof 59
developments)
2013 2014
INNNI  PARTNERSHIP AND
SUPPLY CHAIN?

% of our housebuilding
detailed design consultants
appointed under design
framework agreements®

93%

Targetfor FY15
was: 90%

% of our housebuilding
materialdirect suppliers
covered by partnership
agreements®

80%

TargetforFY 15
was:75%

% of our housebuilding
sub-contractors covered by
sub-contractframework
arrangements’

23%

Long-termtarget:
atleast75%



32

Crest Nicholson Annualintegratedreport 2015

{a

STRATEGY INACTION

O -/Lﬁ MANAGED GROWTH OF THE BUSINESS

We aim to grow our business to a level that sustains long-term value creation by
delivering quality homes and mixed use communities that meet market needs. In 2015
we continued on our path to achieve £1bn of revenue by 2016, targeting unit sales of
2,700-2,900 and an average selling price of £340k-350k.

HOW WE PERFORMED IN 2015

Ourvision

Maintain managed, sustainable growth to deliver
key targets of £1bn of revenue by 2016, and £1.4bn of
revenue and 4,000 homes by 2019.

Selectively grow the business and drive strong
levels of earnings by adopting a disciplined
approach toreturns.

Increasing outlet numbers within our existing
areas of operation.

Developing additional revenue streams through a
diversified portfolio, including targeting the PRS.

Maintaining a balanced risk and reward profile in
relation to land.

Looking toreturn cash to shareholders in favourable
market conditions.

Continue to review product range in light of changing
demographics and financial status of core markets.

VWV VvV vV VvV VvV VvV Vv

Performancein 2015

8% increase in unit completions.

26% increase in sales revenue.

10% increase in average open market sale price.

Affordable homes represent 22% of our
short-term portfolio.

25% increase in basic earnings per share.

5% increase in sales outlets (operated from
44 full-year equivalent sales outlets).

Homes on several PRS schemes completed.

Firstinstitutionally backed PRS scheme launched.

Formalised new hurdle rate matrix to reflect risk and
reward balance in assessing land opportunities.

25.6% of plots delivered in 2015 came from the
strategic land pipeline and 24.6% off public sector land.

Dividend increased by 38%.

Progressed projects looking at new designs, new uses
of space and homes for the future.
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DELIVERY OF AFFORDABLE HOMES

’I 09 In 2015 the Group delivered 574 new
affordable homes (housing legal
PRSunits  completions), comparedto 675in 2014.
delivered Under emerging planning policy the level
inFY15 of affordable housing is gradually being
squeezed by the regulated requirement
to pay higher levels of the Community
Infrastructure Levy (CIL) and s106
contributions. This trend is expected to
continue while the effectiveness of CIL is
being reviewed by the Government.

NEW HOMES

FOR PRIVATE RENTAL

» Bristol Harbourside
V Centenary Quay in Southampton

PERFORMANCE 61 Principalrisksand
28 Finance Director’s review uncertainties

30 Keyperformanceindicators

EP Strategyin action

New PRS model

To encourage the supply of available

homes within the PRS, the Government has
introduced the BTR fund, which supports
the build, management and letting of homes
for private rental.

We delivered the first 76 PRS units on
Centenary Quay (being the country’s first
contracted BTR units underthe HCA's
scheme) and the first 33 units from the second
phase of BTR units at Bristol Harbourside.

Significantly, we also launched our
partnership with M&G Real Estate to
create our firstinstitutionally pre-funded
PRS development - in Bath - consisting
of 97 apartments and supporting
community space.
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STRATEGY IN ACTION: MANAGED GROWTH OF THE BUSINESS

£o.1bn
GDV

strategic land

£o.4bn
GDV

short-term land

Land and planning

We have continued to add to our short-term
land pipeline, increasing the GDV by 8% to
£5.4bn. This has been boosted by the success
of our Chiltern division, which acquired five
new sitesin 2015, and our greater focus
onouter London boroughs where we can
acquire and deliver more sites with greater
affordability potential for our customers. In
2015 we acquired 18 new sites and 2,111 plots,
alongside 4 sites and 534 plots converted
from the strategic land portfolio. The GDV of
land acquisitions and conversions —at £900m
- more thanreplaces the housing revenues
of c.£750m achieved in the year.

{a

At 315t October 2015 all land required to meet
our forecasts for the following yearisin hand,
together with c.80% of the land required for
2017. As aresult, the volume and average
sale price projections in our medium-term
forecasts are well supported and fully in line
with our half-yearannouncements.

The units and associated value in our
strategic land pipeline are particularly
strong at the end of 2015, with 17,712 units
under control, witha GDV of £5,111Tm - an
increase of 18% over 2014. Over 80% of these
units are now eitherin an emerging local
plan or assessed as having a better than 60%
chance of securing planning permission.

CASESTUDY: Arborfield Garden Village - from barracks to homes

2,000

¥V new homes at
Arborfield Garrison,
Berkshire

As appointed Development Manager for the

DIO, we have created a masterplan fora
Garden Village community consisting of up
to 2,000 homes - a proportion of which are
affordable homes - on the site of the former

Arborfield Garrison in Berkshire.

We have secured detailed planning

permission for the first 133 dwellings and
anticipate delivering the first homes for
occupation late in 2016.

The vision for a sustainable community

The planalsoincludes a foodstore and other
retail facilities, a community and health
centre, nursery provision, new primary and
secondary schools, and public open space.

Working in partnership with the DIO,
planning officers, parish councils, education
providers, local stakeholders and interest
groups, we obtained outline planning
approvalin March 2015 from Wokingham
Borough Council.

A new school

Construction began on the new £32.5m
secondary schoolin October 2015, after
extensive review with the community and the
Bohunt Education Trust as the new school
provider. The schoolwillinitiallyaccommodate
180 Year 7 pupils and on completion will take
1,200 pupils aged 11 to 18.
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CASESTUDY: Leading on affordability

18%

of UK households
areinthe PRS’

Privately rented properties account for

18% of the UK's households. Growth in
demand is driven by the 23-34 age group,
with affordability being a key factor. To meet
these requirements and accelerate housing
delivery whereitis most needed, we are
developing new funding models and housing
types, including a tailored PRS product for
suburban and urban sites.

This enables us to more rapidly establish

a ‘place’ that broadens the tenure base of
larger developments and offers additional
facilities within the PRS component, such
as leasing and maintenance offices for the
operator,and communal lounges and gyms
for tenants. Forthe business, there isalso
significant potential for design and delivery
efficiencies, economies of scale and cash
flow advantages.

Source: Office for National Statistics, 2011 Census.
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We have secured three public sector sites that
provide for PRS projects. The first of these -
Centenary Quay in Southampton - is the first
government-funded BTR scheme on public
sector land, consisting of 102 PRS homes that
delivered 76 unitsin 2015, with the balance

due for completionin 2016. Further schemes
at Arborfield Garrison, Berkshire, and the
formerairfield at RAF Wyton, Cambridgeshire,
will be brought forward in the next two years.

Thisyear we also announced the launch of the
UK's firstinstitutionally backed PRS scheme.
With the backing of M&G Real Estate, we will
develop 97 apartments and a community space
within the larger Bath Riverside regeneration
scheme in the heart of the city. A further scheme
of 227 PRS units at Faygate, Crawley, has

been designed in conjunction with M&G as the
country’s first such suburban scheme. Planning
permissionis anticipated in the spring of 2016
with delivery progressing soon thereafter.

A Bath Riverside, Bath
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Land and planning (continued)

Of particular note is our growing partnership
with the DIO through which we are working
with local authorities to create communities
on former military sites. Of these, during 2015
we successfully secured outline planning
permission for the new 2,000-dwelling
Garden Village community at Arborfield
Garrison near Wokingham where works have
now commenced, and were contracted as
Development Manager for the 4,500 dwelling
new community to be brought forward for
delivery onthe formerairfield at RAF Wyton.

While our land pipeline remains strong,

we recognise the continued resourcing
challenges facing local planning
departments. In many cases, this is making
the process of obtaining planning consents
more lengthy and involved than it has been
and should be in practice. We are factoring
in these constraints when securing land
opportunities and forecasting the timing of
the first occupations on a site.

For further details of our land pipeline,
see page 29.

New homes deliveredin 2015

2,729

total new
homes

402

rented (70%)

074

affordable
homes (21%)

172

shared
ownership
(30%)

{a

Balanced growth through a
balanced structure

We have made changes to our management
structure this year to provide a platform

for future business development. To
support these changes, we appointed our
first housebuilding Regional Chairman at
executive management level. We have also
worked to ensure that our new Chiltern
division has become rapidly operational,
initially supported with some resource
from our South-West division. The Eastern
and South divisions were also refreshed

as Chiltern allowed us to open up new
opportunities for talented managers across
the Group. Chiltern has delivered above
expectation, bringing forward five sites, and
ourdivisions have responded well to the
new structure.

Maintaining growth

We expect the Group's strong performance
to continue into 2016, underpinned by
favourable market conditions and an element
of policy stability following the General
Election. With affordability a key concern of
customers, policy-makers and the housing
sector, we are pleased that the Government
has extended its Help to Buy scheme to 2021
in support of first-time buyers.

While sales price and build cost inflation
are steady and land market conditions are
benign, we are taking the opportunity to
invest in future-proofing the business by
developing our product mix, investing in
our people and skills, reshaping our supply
chain, and driving innovation in design,
construction methods and materials. In this
way we aim to sustain our long-term financial
success at the same time as managing
environmentalimpacts and adding value to
our communities.
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DELIVERING TO OUR CUSTOMERS AND COMMUNITIES

We're committed to continuously improving what we offer our customers
through our product quality and mix, support through the home-buying
process and standards of aftercare.

HOW WE PERFORMED IN 2015

Exploring imaginative solutions for place making, Continued to gain industry recognition and retain
building on our Garden Village principles and high demand for our variety of product mix, including
providing well-designed homes to meet the needs of } Tadpole Garden Village, Ouzel Island (family homes),
different customer groups. Bath Riverside (Private Rented Sector) and Snowsfield

Yard (mixed use).

Creating great places that support sustainable Our approach to place making is recognised by

lifestyles and well-being, with green open space, good industry experts. Inthe 2015 Housebuilder Awards

connectivity and accessible localinfrastructure. } we won the main category of Housebuilder of the Year
and were Highly Commended in the sustainability,
regeneration and community categories.

Achieving and retaining 5-star customer service 4-star customer service score (HBF survey). 9 out of
rating and 9/10 recommendation rating. 10 customers would recommend Crest Nicholson to

} afriend.

We have focused our divisions on regaining 5-star
builder status through delivering increased quality
and customer service.

Driving quality and value through high standards of Invested ininitiatives looking at new processes,
design and construction. controls, materials and construction methods.

} Strengthened ourinternal Quality Team to provide
additional supportand training to divisional teams to
complement the site inspection regime.

Consulting and engaging with local residents and Continued to fully engage with communities on
stakeholders, enabling their full participationin our plans and proposals. This has contributed to
neighbourhood plans and development proposals. successful projects that benefited from the input of

local people.

for example, Community Interest Companies (CICs) setupin 2014 -was voted Best Community Initiative in

Developing innovative, affordable legacy solutions, } The Tadpole Garden Village CIC - one of two CICs we
to help neighbourhoods grow and thrive. the 2015 Housebuilder Awards.
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CUSTOMER SATISFACTION
AND SERVICE

We know that achieving the highest possible
satisfaction ratings depends on delivering
well-built, well-designed homes and a

great customer experience overall. We are
disappointed that our challenge in delivering
some homes on time and to an appropriate
quality contributed to the Group achieving a
4-starrating in the 2015 HBF annual survey
published each year in March.

The delays that some customers experienced
were a reflection of our own challengesin
maintaining quality and continuity of supplyin
amarket where we are endeavouring to meet
increasing levels of demand. Although our
actual score remained high overall - 89.6%

in 2015, compared to 90.1% in 2014 - we are
working across the businesstoreturntoa
5-starrating, including strongly focusing
ourdivisions on quality and customer
experience. Our comprehensive Quality
Manual sets a clear benchmark for every part
of the Group to work to, providing a platform
for our engagement with contractors and
supporting our objective of high standards of
quality, delivered on time, every time.

We have also established an additional
customer services working group led by our
Group Training Manager. This analysed in
detail what the best experience looks like
for our customers and then, with the help

of 12 focus groups, assessed our existing
standards and processes and where

these could be improved to deliver the

best experience.

S
A Ouzellsland, part of our Oakgrove developmentin Milton Keynes

Key initiatives focused on further improving quality,
delivery and service

— With our supply chain, we're looking at new and efficient
housebuilding methods and are also focusing on procurement
strategies that benefit our customers, supplier businesses and the
Group asawhole.

—> To strengthen quality assurance (QA) we've appointed a Group
Quality Executive supported by a QA manager.

— We've reshaped the way we incentivise our sub-contractors
and employees to ensure that targets are met. This includes
the way bonuses are linked to divisional performance and the
development of partnership agreements with the supply chain.

— We're making changes to our pre-operational processes,
focusing on effective design at concept stage and appropriate
planning and delivery targets for new projects.

— We're supporting our site managers and teams with training to
build competency around their day-to-day role.

— We're developing quality monitoring and progress tracking tools
onour sites so that teams can share information more easily
onthe move. Thisincludes a tablet-based system linked to the
central IT system enabling site managers to track and record
quality aswork proceeds.
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10.65%

lower average
carbon emissions
from our new
homes than
currentregulations
demand'
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FUTURE HOME PROJECT:
INNOVATION IN DESIGN

While regulatory standards provide a
minimum baseline, to be successful over the
long term we need to innovate to offer the
very bestin space planning and construction,
using materials with a low environmental
impact wherever possible.

In the context of demographic change, future
housing demand and evolving lifestyles, we are
exploring design, components and materials
in order to create adaptive housing systems
that offer our customers new and better uses
of space while delivering cost, material and
process efficiencies for the business.

OURNEW HOMES BUILT IN 2015

C

Energy efficiency: SAP energy rating

Low High

CrestNicholson
new homes

The UK average
fornew builds

"SAP energyrating out of 100, based on SAP2009 and including
SAP scores from 52 plots. The slight decrease compared to
2014(83.96)is due to the fact that a greater proportion of our
homeswere assessed using SAP2009, which is the latest
version of the methodology.

2SAP rating from 2013. 2015 DECC Energy Efficiency Statistical
Summaryreport, page 19.

32%

of our homes have at least one type of renewable
or low carbon energy. (2014: 28%)

Thisincreaseis being driven by the growing provision of

Combined Heat and Power energy solutions.

86%

of our homes have smart meters. (2014: 80%)

(1]

The number of smart meters we fitted with import/export
functionality rose significantly from 36in 2014 to 61in 2015.

PERFORMANCE
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With this in mind we embarked on our
ambitious Future Home projectin 2015

and opened this up to the architectural
profession. Six architects submitted
presentations and one has beeninvited to
take its proposals forward and design a
new range of houses that will be tested with
consumers before construction.

Providing better storage is a crucial element
and we are looking at solutions where

the whole ground flooris open plan and/
orthe space can be reconfigured as the
customer wishes. This work feeds directly
into our response to the new National Space
Standards and Accessibility Requirements,
which together define the provision and

use of space within new homes. Our key
requirementis that solutions meet current
regulations while being adaptive and forward
looking to 2020 and beyond.

more than 99%

of our homes are specified for 105 litres per
person per day. (2014: 97%])

This is 30% more water efficient than the national average.

94%
of our homes have private, internal recycling
facilities. (2014: 95%)

22%

of our developments have sustainable transport
initiatives including access to cycle routes and
car-share clubs. (2014: 20%)

93%
of our plots are within 500m of a bus service.
(2014:82%)

35%

of our homes are Lifetime Homes. (2014: 26%]

1. Averageimprovementin Target Emissions Rate (TER] under the Government’s SAP version 2009 - this includes design SAP scores from 52 plots. Against

SAP2005the improvementis 23.75%, which includes design SAP scores from five plots.
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GARDEN VILLAGES: INNOVATION IN MASTERPLANNING

We apply the principles of our Garden Village concept on larger strategic sites, including Arborfield
Garden Village and Tadpole Garden Village (pages 34 and 42).

The Crest Nicholson Garden Village concept

Vision

Quality design
Landscape-led masterplanning and
high quality design incorporating
homes with landscaped front
gardens and on-plot parking.

#4_Street scene
Focus on the importance of the
street scene through attractive
buildings, public art, street furniture,
the use of materials, strong
landscaping and tree-lined streets.

2C Well connected
Neighbourhoods that are easy to
understand and move around, with
a wide range of interlinked uses
and generous green spaces.

Leadership

Lifestyle

4 Infrastructure
Provision of infrastructure for the
community, including schools, leisure,
technology, affordable homes and
community buildings.

@ Healthy living
Opportunities for healthy living and
personal well-being for people of all
ages through growing food and
gardening, walking and cycling,
children’s play and sport.

& Travel choices

Travel choices and good connections
to jobs, services and facilities on site
and in the wider community, and the
natural environment.

Community

Engagement

[7 Long-term management
Long-term management of high
quality green spaces and public
realm for the community.

@ Technology
The use of technology
for promoting awareness
of community events and
lifestyle choices.

222 Civic pride
Investment in the community to
encourage a sense of ownership,
responsibility and civic pride
through community groups and
buildings, and partner
involvement.

CONTRIBUTING TO SOCIAL INFRASTRUCTURE AND AFFORDABLE HOUSING

0 of ourannualturnover goes
() intosocialhousingand

infrastructure’

Our most significant contributions:

£1 644m Combined s106

contributions and
CIL payments

Traveland

transportinitiatives -
Offsite
highways
Educationand
libraries
B oo

Ecologyand
artinitiatives l £7.0m

Community, leisure
and sportsfacilities

Major works:

£106.8m Costofworks to

be delivered

On-siteand
off-site common

infrastructure _

Landscape

Community
facilities - £13.7m

Figuresasat31tOctober 2015: all plots within our short-term land pipeline.

1. Averageannualspend:s106/CIL, delivery of works, affordable housing subsidy and contribution.

Affordable housing delivery:

E7903m Commitment to affordable

housing delivery

Off-site combined

contributions I £18.8m

On-site
delivery subsidy
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CASESTUDY: Snowsfield Yard, London - community-focused development

37

new homes
at Snowsfield
Yard, London

We are transforming land at Melior Street

in south-east London into a new mixed

use community of 37 new homes - nine of
which will be affordable, across a seven-
storey building - together with shops and
restaurants. In developing our proposals, we
setoutto nurture the entrepreneurial spirit
of the area with a vision for a new community
asvibrant as the locality itself.

The freehold has belonged to the Roman
Catholic Diocese of Southwark since the 19t
centuryand the new proposals comprise
achurch, acommunity halland the Manna
Centre for homeless people, which is located
inasecond property owned by the Diocese.
We worked with the Church to ensure that
the new proposals incorporated a new set of
premises for the Manna Centre, enabling it to
continue to serve the local area and beyond.

This complex project had many vocal
stakeholders, all passionate about their
neighbourhood. All relevant parties including
local residents were consulted, with key
concerns addressed and transformed into
selling points of the scheme. For example,
the Bermondsey Village Action Group wanted
to see the four ground-floor commercial units
occupied by independent tenants, rather than
chains, and this was reflected in the plans.

In developing the proposals, our focus

was on maintaining a balance between
meeting local needs, reflecting the tight-knit
community feel of the location and appealing
to prospective buyers. Having received
planning permission from Southwark
Borough Council, construction beganin 2015
with a completion date of autumn 2016 for the
first phase of apartments.

\
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CASESTUDY: Tadpole Garden Village - a visionary community

Winner

Best
Community
Initiative,
Housebuilder
Awards 2015

Tadpole Garden Village near Swindon,
Wiltshire, is an innovative greenfield mixed
use development, including 1,695 new homes
and community, retail, education and small
business facilities - bringing to life our
concept of gardenvillages for the 21%t century
(see page 40).

In preparing the masterplan, we committed
toa collaborative approach going well beyond
the Council's requirements. In addition to the
formal engagement, regular discussions at
all stages ensured that the community had
constantinput. We also held workshops for
interested parties to comment on the

Design Code.

To ensure successful long-term
management, we developed a not-for-profit
CIC for the Tadpole estate. All residents and
associated users will become members,
giving them a stake in the community assets.
We fund the CIC in the early stages alongside
annual contributions from members. All the
community assets will be owned by the CIC
and all the revenues they generate will be

returned to the CIC and its members. We have
committed to educating the current members
of the CIC and identifying stakeholders who
will eventually become Directors of the
company. Acommunity mobiliser has been
recruited to assist in this process.

Our community engagement also bore fruit
inidentifying a partnership with Wiltshire
Wildlife Trust to create a 40 hectare nature
park, which will be owned by the CIC -
putting Tadpole Garden Village far above the
minimum requirement for green open space.
For further details on ecology, see page 52.

Delivering new schools

With existing local schools at full capacity, we
were pleased to be able to accelerate delivery
of anew primary schoolas anintegral part

of our Tadpole Garden Village development.
The new primary school opened its doors

to pupilsin October 2015 and we are now
working with the Education Funding Agency
and New College to deliver asecondary
school, whichis scheduled to openin 2018 to
the north-east of the existing development.
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AVIBRANT NEW CASE STUDY: Bristol Harbourside

A 15-year programme has established
Bristol Harbourside with housing, new business
premises, restaurants and cafés, leisure facilities

and public spaces, transforming disused former
docks into avibrant urban environment.

A key part of the vision was to open up and enhance

Innovative and sustainable design views while providing a variety of streets and
V¥ Key features of the design include green wall technology, pUb“C open spaces - Integrating art and eCOlOQYv
soilremediation and the creation of floating habitats. and improving connectivity.

Opening access to the waterfront

A Access has beenunlocked to animportant stretch of
waterfront facilitating a circuitaround the harbour.

Public spaces and pedestrian routes

<« Thedesign has reconnected the city with the harbour and
opened up views of the cathedral. Linked pedestrian routes
complete the Brunel Mile, the area between Brunel's Temple
Meads Station and the SS Great Britain.

Highly Commended

Landscape Institute Awards 2015 (Design for Large
Scale Development].

1 u
’_"_-_._:_i-ﬂh!-nlnl
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O Pl SKILLS AND LEADERSHIP

Our employee survey showed high levels of engagement and a desire for opportunities
to learn and develop. We are continuing to develop leadership potential and skills
through investment in internal programmes and by working with our supply chain to
help build the capability the industry needs.

HOW WE PERFORMED IN 2015

Ourvision Performancein 2015

Establishing strong foundations for learning and } We have developed a learning strategy and guidelines

continuous business improvement. which provide a framework for our divisions to use
when generating their learning plans.

Developing our workforce and leadership capacity
through afocus on training and mentoring at all levels.

41 new apprentices.
11 new graduates.
77 internal promotions.
} 21.5average training hours per employee.

28 more employees started the Management
Excellence programme in 2015.

20 candidates enrolled in the Site Management

Academy.
Showing leadership and driving improvementin } Nearly 52% reduction in Annual Injury Incidence Rate
health and safety. vs 2008 baseline.
Apprentices to make up 10% of the total workforce. } Apprentices make up 9% of our workforce.

they have the right opportunities to learnand
develop atwork.

EMPLOYEE SURVEY

Our 2015 Employee Survey records a
high level of engagement with an overall
engagement score of 90% (2013: 90%;

We fed the survey results back to employees
through a series of roadshows, where areas

industry average: 76%). 83% of our staff
responded and scores roseinanumber

of areas, including treating staff well and
providing support. The mostimproved scores
were in the area of training and development,
with positive feedback on the enhanced
programme the Group has putin place.
Feedback indicates that employees believe

needing more focus were discussed - in
particular,communication and knowledge
sharing. Learning and development remain
key going forward, and we will feed the
survey results and follow-ups into our
attraction, recruitment and retention
strategy through 2016-17.
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Our Make it Count strategy

‘One Crest’
culture

MAKE IT COUNT
FOCUS AREAS

) Working
Learning \/ better

toolkits together

A Apprentices make up 9% of our workforce
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LEARNING TO BEALEARNING
ORGANISATION

We ran a second employee survey this year
which focused specifically on exploring
employees” approach to learning and how
organisational processes supportorimpede
that learning. 74% of staff responded.

One area of feedback focused on the need

to learn from collective experience and
avoid replicating errors. Building on this
exercise, we conducted 25 in-depth ‘learning
exchange’ interviews with staff across our
divisions to further add to our understanding
of the survey findings. Following this
exercise, we developed our Make it Count
strategy and divisional learning plans.

MAKING LEARNING COUNT

Our Make it Count strategy supports our
employees to learn from experiences, apply
best practice that exists within the Group and
help the business to deliverits goals. Make it
Count has three focus areas:

1 Creatinga ‘One Crest’ culture to align the
entire organisation to the same goals,
objectives and agendas.

2 Learningtoolkits: formaland informal
ways to help identify lessons learntand
minimise any repetition of errors.

3 Working better together: ensuring open
doors between teams, departments and
divisions to allow knowledge to be shared
and skills to be developed.
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new apprentices
thisyear

Richard Matthews,
apprentice plumber

Maisie Lapham,
apprentice decorator

OUR SKILLS JOURNEY

Our training focus has shifted towards
development and goal-setting supported by
new processes and tools. This includes our
training directory, introduced in 2014 and
updated this year. Business growth and the
launch of the Chiltern division have opened
up more opportunities for our employees to
progress to more senior positions with the
support of our management development
programmes.

We are continuing to develop a structured
and comprehensive approach for every part
of the skills journey - from recruitment and
retention to professional development.

Developing an appetite for our
industry - the work experience hub

To engage with students and highlight the
many benefits of a careerin ourindustry,
we're developing work experience hubs
forroll-outin 2016, starting with a hub
linked to our Centenary Quay development
in Southampton. This will be the first of its
kind in the UK and offer 14 to 16-year-olds

Crest Nicholson Annualintegrated report 2015
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information about what we do, careers
guidance and the opportunity to learn
practical skills in plumbing, electrics and
carpentry. We planto set up further hubs
asanintegral part of our development work
across the UK.

Starting out - apprentice and
graduate programmes

We invest more than £1m perannum in our
apprentice programme, including salaries
and training costs. The performance of each
candidate is measured in association with
their sponsoring college, ensuring that all

the practical and taught elements of the
apprenticeship are completed. In 2015, 80.7%
of the total intake successfully completed their
apprenticeship (compared to 83% in 2014),
whichis well above the national average.

Around 85-90% of candidates move on to
work with sub-contractors but we also see an
unspecified number leaving the industry. We
have started to track more closely the journey
of our apprentices beyond their time with
Crest Nicholson, with the aim of improving
the model.

g | really like the programme and the hours are great. If you have a

problem there are loads of people you can talk to who will help resolve
the issue. At college you learn the college way, but it's not the same as
actually being on site. I did two months at college without working and didn't
understand anything. When | learned and worked at the same time | was able
to pick skills up faster, which is making me a better plumber.

ﬂﬂ I like practical skills and the apprenticeship is a great opportunity to learn
a trade and work at the same time. Crest Nicholson is a good company
with high standards. They offer help and training and there are lots of possible
career routes after the apprenticeship is complete. | really like working here
and want to move on to be an assistant site manager.
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Sinéad Joyce,
oneof 11 new
graduates who
joined us thisyear
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We launched our graduate programme in
2014 with 17 candidates, followed by a further
11in 2015. The programme is structured
around a journey through all aspects of the
business. As well as practical experience,
formalworkshops are delivered by board
members, heads of department and
divisional directors.

]

workshop learning. Another huge bene
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Allgraduates from both intakes have stayed
with the Group and progressed wellin their
roles. One recruit went on to buy their first
piece of land for us straight after finishing
the programme.

The graduate programme is structured to give practical experience of the
full range of different departments, from finance to build, alongside formal

fitisthat each of us has a mentor from the

Executive Management Team who advise and tailor our graduate programme.

Over the 12 months, we were formed into teams to devise plans for a new

house type for the company. This involv

ed collaborative work and interaction

with different departments across the Group to understand and apply new

construction methods and building reg

ulations. We presented our ideas back

to the main Board and I'm confident that some will find a home!

The programme has helped me gain a comprehensive understanding of my
future profession and acquire the skills and knowledge | need to develop within

the business.

CASE STUDY: Site Management Academy

A Twenty people enrolled in our new Site Management Academy,
launched this year by Chief Executive Stephen Stone

In 2015 we launched our first Site Management
Academy, anindustry-leading training
programme that will produce new site and
build managers and production directors every
year. Itis opentoall our current, finalyear
apprentices, new recruits, existing employees
and sub-contractors looking to develop

their careers. The programme has the full
backing of the Chartered Institute of Building
(CIOB]) and the Construction Industry Training
Board (CITB).

The Academy curriculum combines classroom
study at partner colleges with on-site learning
andincludes supplementary Crest Nicholson
workshops on community liaison, customer
relations, site planning and layout. Each
candidate has their own mentor from the
executive team. Once the course is completed,
each graduate receives the equivalentof a
CIOB level 4 or Higher Apprenticeship. Each
trainee will also benefit from an experienced
mentor, who will share their skills and
demonstrate best practice.
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JOBS, SKILLS AND CAREERS

279

new starters

28

more employees started

our Management

77

internal promotions

21.5 hours

of training per employee
provided on average

Excellence programme

000

person days
health and
safety training
(2014:290)

21 70% increase

PROMOTING EXCELLENCE

In 2014 we launched our Delivering
Professional Excellence programme to
understand the skills and training required by
each employee and to supportthem in building
competency. To date, more than 90% of our
employees have had at least one session
toreview their needs and agree action. We
also provide a nine-month Management
Excellence programme for employees
aspiring to more seniorroles. Again, this
includes formal skills assessment before and
after the programme. Following assessment
of needs, employees can access workshops
delivered by external specialists on arange of
professionaland management topics and are
also able toaccess training programmes from
our continually updated directory.

MAKING THE MOVE INTO
EXECUTIVE ROLES

The competition for experienced executives

and Directors is a challenge within the sector.

Aswellas ensuring that we are an employer
of choice, we also focus on developing the
skills and capabilities of our own managers
so that they can move into executive roles.

Our programme for junior managers provides
afirst step for candidates movinginto more
senior management roles. Making the next
steptodirector level requires a different

set of skills, soin 2014 we launched our
Management Excellence programme with 90
candidates (a further 28 went through in 2015).

{a

Each candidate undertakes a three-day
Management Excellence programme over
nine months delivered by independent
experts and focused on key manager level
skills including communication. Candidates
discuss and score their own strengths and
weaknesses through a 360° appraisal, then
goon toidentify strategies for building their
capabilities. After six to nine months the
process is repeated with input from peers,
and candidates’ performanceis reviewed. We
are delighted with the upliftin all Management
Excellence scores over this period.

Our Management Excellence programme,
is partof our approach to ensuring that the
business continues to benefit from the right
balance of senior management experience.
For further details of the Group’s succession
planning framework, see the Nomination
Committee report on page 76.

OUR GENDER PROFILE

%
Male Female Female

Board Directors 4 2 33%

Senior management 50 " 18%

Total workforce 562 278 33%
HEALTH AND SAFETY

Well-managed construction sites

achieving high standards of health, safety
and environmental performance are of
paramount importance. Management,
inspection and trainingis carried out by a
dedicated Health, Safety & Environment
(HS&E] function under the direction of our
CEO. The Board has devoted time this year to
reviewing our health and safety processes
and priorities and has set objectives and
management programmes for next year (see
Key priorities on page 49).
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Performance summary

Annuallncidence Injury Rate 2015

Crest Nicholson 405
Industry (HSE) 412
Peergroup (HBF) 351

There were zero prosecutions, prohibition
notices and improvement notices during

the year (2014: zero). Six inspections were
carried out by the Health and Safety Executive
(HSE) and three notices of contravention
were issued, resulting in fees totalling

£9,337 (2014: six inspections, two notices of
contravention, fees totalling £682).

Key prioritiesin 2016

We aim for continuous improvement and
consistent conformance in all parts of our
business and across our supply chain. Health
and safetyis led from the top of the company
and we will continue to build on our Directors’
knowledge and understanding to support
this. Standards will continue to be reinforced
with our contractors, particularly in risk
assessments and method statements. We
will also continue to focus on improving the
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quality of our written records and the way
nonconformities and incidents are escalated.
A specificrisk areawe will be focusing on is
reducing the likelihood of people falling at
the same level.

HUMAN RIGHTS

As anorganisation that only operates
within the UK, we adopt human resource
processes that follow UK law and best
practice guidelines as well as abiding by
the International Labour Organization (ILO)
labour standards and conventions. We
require all materials and labour supplied
by the suppliers and sub-contractors we
employ on our building sites to demonstrate
that their own minimum supply chain
labour employment standards meet the ILO
conventions, and we reserve theright to
carry out supply chain audits to ensure this
minimum standard is met. Our contractual
agreements further explicitly state that all
suppliers and sub-contractors must have
the legalrighttowork in the UK and that the
companies meet all current employment
legislation and provide all statutory
employment benefits.

Health and safety campaigns and initiatives

1 Newregulations came into force so
presentations were delivered across
the Group by the Health, Safety and
Environmental Director and external
consultants to ensure conformity with the
Construction (Design and Management])
Regulations 2015.

2 Awell-received ‘Thumbs Up’ campaign
with our groundwork contractors promoting
and improving pedestrian safety on our
construction sites. Briefings, posters
and sandwich boards remind drivers and
operators to give a Thumbs Up to confirm that
their vehicle will remain stationary until the
pedestrian has safely passed by.

3 Health checks were completed for all 23 of
ourdirectly employed forklift truck drivers.
This confirmed that our drivers are fit to carry
out theirrole.
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O @ RESPONSIBLE RESOURCE MANAGEMENT

Responsible resource management applies not only to our own operations but to the
products and materials we procure and the homes we build.

HOW WE PERFORMED IN 2015

Ourvision

Working with supply chain on resource management,
business efficiency and quality.

Adapting our products to a changing climate and
enhancing local natural environments.

Developing our products to meet customer needs
while considering environmentalimpact as part of the
design journey.

Reduce greenhouse gas emissions (tCO2e per head
and per 1,000 sq ft delivered).

Office energy and water use: targetinga 10%
reduction per person by end 2017.

Reduce volume of construction waste produced
per 1,000 sq ft delivered by 10% (compared to a
2013 baseline).

95% of directly supplied timber to be certified
(Forest Stewardship Council (FSC) preferred) by 2016.

)

v VvV vV v

Performancein 2015

We are investigating new building systems and
materials and looking at advanced industrial methods
of construction, seeking to trial these in early 2016.

100% of homes assessed for the risk of excessive
solar gain. Requirement introduced to undertake
dynamic overheating analysis where perceived risk
of overheating is identified, eg where glazing to floor
areas is greater than 30%.

63% of sites have ecological enhancement or
protection (37 out of 59 sites).

We are developing a new range of house types to be
launched to ourdivisionsin 2016. Modern, functional,
aesthetically pleasing, efficient to build, these will also
consider carbon footprint, energy efficiency and waste
during the design journey.

4% reductionin scope 1,2 and 3 emissions (tonnes
COze peraverage number employed, vs 2014). 14%
reductionin scope 1,2 and 3 emissions (tonnes COze
per 1,000 sq ft, vs 2014). For emissions report see
page 103.

16% reduction in normalised office energy use
(kWh per average number employed, vs 2014).

23% reduction in normalised office water use
(m3peraverage number employed, vs 2014).

3% reduction compared to the 2013 baseline.

We are completing our audit of timber-based products
procured during year ended 315t October 2015 and

will publish the results on our website when figures
become available in the spring of 2016.
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Considerate
Constructors score
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9%
reduction

inour normalised
carbon emissions
from our development
sites (2.55tC0ze per
1,000 sq ft, compared
with 2.81in2014)

%
17%
reduction
intCOoe per person

(office energy
consumption)
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MANAGING RESOURCES IN OUR
SITES AND OFFICES

Energy, carbon emissions and waste are
critical areas where we continue to focus a
great deal of effort to achieve reductions.
Water consumptionis also a priority that we
manage within our programme.

Our development sites

Energyand carbon emissions

Audits carried out under the Energy Savings
Opportunity Scheme (ESOS) have resulted
inaction plans specific to each division

and a number of measures across all our
sites. Forinstance, we have reduced the
duration that our site compounds depend
on energy-intensive diesel generators and
implemented an LED lighting policy for all
showhomes. In addition, monthly carbon
footprint graphs are now generated for every
site and displayed in communal areas. This
is generating competition among sites to
improve energy efficiency.

Inthe year, we have seenanincreasein our
reported diesel consumption. However, this
is primarily due to the improved quality and
scope of our data collection.

As aresult of our focus onincreasing our
energy efficiency on our sites, and despite the
increase in reported diesel, our normalised
carbon emissions from our development
sites have reduced by 9% (2.55tCO2e per
1,000 sq ft, compared with 2.81in 2014).

Waste

We set out to achieve a 10% reductionin the
volume of waste that we produce per

1,000 sq ft built by the end of 2015. We
achieved a 3% reduction when compared

to our 2013 baseline year. Our Make Waste
History campaign and regional forums are
stillin theirinfancy, so theirimpactisyet to
be fully reflected in our waste performance.
Despite not achieving our target this year, we
are confident that our Make Waste History
programme will continue to drive down our
waste over the longer term.
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Driving up environmental standards

We carry out health, safety and
environmental audits at all our construction
sites. In our last round of visits in June

and July 2015, 35 sites across all divisions
were audited against Group environmental
standards. 31 of them achieved a compliance
score of 90% and over, with only one

site failing to achieve 85% - the Group’s
minimum benchmark. This was a significant
improvement on 2014, when 21 sites met or
exceeded 90% compliance and 6 sites scored
less than 85%.

Our offices

Energyand carbon emissions

We have reduced carbon emissions
associated with energy consumption in our
offices to 0.72 tCOze per person (2014: 0.87).
Thisisareduction of 17% per person, which
far exceeds our original target of reducing
office energy consumption per person by
10% by 2017. In part thisis due toadropin
our electricity consumption in our head
office where we installed more LED lights,
our ongoing Make Waste History campaign,
and the closing of one of our gas accounts
in our old Midlands office. We will continue
to monitor our progress before reviewing
the originaltargetin orderto ensure our
reductions are sustainable and long term.

Waste

Across our head office, South-West and
Easterndivisional offices - where we are
sole tenants of the buildings we occupy -
waste has fallen by 1%, from 56.3 tonnes to
55.5tonnes. In 2015 all waste from our head
office in Chertsey was either recycled or sent
to energy-from-waste facilities; none was
sent to landfill.

Water

We've reduced overall water use in our
head office by 16% due to improved control
measures in washrooms.
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Business travel and commuting

Our business travel and commuting carbon
emissions decreased by 3% (91 tCOoe).

The key reason for this reductionis an
improvement in our reporting methodology.
Inthe year we have also upgraded our IT
systems in offices allowing employees the
opportunity to use video conferencing to
reduce travel between meetings.

CASESTUDY: Make Waste History

MAKE
WASTE
HISTORY

» Using our Priority
One system to
share information
andtrack progress

As part of our Make Waste History campaign,
we have reviewed the different types of

waste we produce and examined the main
reasons whywaste arises, which caninclude
changesto design specifications, damage
during deliveries and inefficient materials
scheduling. Allour construction sites
segregate theirwaste for recyclingand re-use

and many have packaging take-back schemes.

Eachsite hasits own targetsand its
performance over the yearis published
internally through a monthly league table to
help drive improvement. Each division has
alsodeveloped a Make Waste History action
plantoshareideasand draw onindustry
best practice.

{a

LAND: MANAGING A PRECIOUS
RESOURCE

Responsible use of land, environmental
stewardship and ecological conservation
are acore part of ourvision. To support

this we have created a Minimum Standards
Framework for Ecology and Biodiversity
(piloted at four development sitesin 2015), a
new Scope of Services for our ecologists and
improved processes and checks.

The Framework defines ecological and
biodiversity standards for all types of
development, focusing on creating or
enhancing wildlife habitats and foraging
areas aswellas greenopenspaces. Each

Despite these and other initiatives, we only
reduced construction waste by 3% this

year (vs 2013 baseline) compared to a 6%
reductionin 2014, leaving us short of our
stretching target of a 10% reduction in 2015.

As our Make Waste History campaign

and initiatives are further rolled outand
embedded across the Group we expect to see
our performance improve.

We are committed to maintaining our
strong focus on waste reduction, including
launching a tablet-based system called
Priority One, which allows managers to
see all aspects of on-site operations and
schedule cleaning-up notices to improve
cleanliness and housekeeping. The work
we are doing to reshape our supply chain,
including exploring more efficient methods
of construction (see page 59), will also
contribute to more effective use of resources
and reductions in waste.
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developmentisrequired toundergo arisks
and opportunities assessment during

land acquisition followed by the creation

of a Biodiversity Action Plan (BAP) before
starting on site. Each BAP is site-specific and
supports local and national priorities.

During 2015 we held workshops with
ecologists and development teams to

gain feedback on the new process and
Framework, which has been improved as
aresult. Further workshops were held

with all divisions in late 2015 to launch the
Framework. Clear roles and responsibilities
are supported by guidance on how to
implement the requirements and improve
the ecological benefit of our developments.

INNOVATION AND RESOURCE
EFFICIENCY THROUGH THE
SUPPLY CHAIN

Although the Government’s zero carbon
timetable has moved out to 2020, the
challenge of delivering 240,000 low impact
homes ayear remains, requiring new ways
of working across the supply chain and

a paradigm shiftin the way houses are
designed and built.

Through our participation in AIMCh, an
industry-led research project supported

by the government-backed Innovate UK, we
are playing a leading role in the low and zero
carbon agenda.

AIMCh is building on innovations already
delivered through AIMC4 - a pioneering
project part-funded by Innovate UK. With the
AIMC4 consortium we successfully delivered
homes to the Fabric Energy Efficiency
Standard using a fabricfirstapproach and

innovative materials, products and processes.

Part of the work of AIMCh is to challenge

the status quo even further. After mapping
existing supply chain processes and drawing
on housebuilding methods from outside

the UK, the project will create a SimCity-
like model to visualise the transformations
needed for net gains in volume, cost, quality
and compliance.
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The ultimate aim of AIMCh is to partner with
off-site manufacturers to put the findings
of the research into practice and bring a
new model of industrialised housebuilding
to life. Crest Nicholson’s engagement

with suppliers to reshape its own supply
chain (see page 59 is helping to inform

this programme.

SOURCING SUSTAINABLE TIMBER

Many of the products that go into building our
homes are made of timber. As a significant
buyer of timber, we know how important it

is to obtain it from a responsibly managed
source. Sustainable timber productionis
aglobalissue; an area the size of England

is lost toillegal deforestation every year.
European policy-makers have recognised
the threats from forest mismanagement and
through the EU Timber Regulation aim to
stopillegally harvested timber entering

our markets.

As partof our three-yearaction plan
(launched in 2014}, we aim to have 95% of our
directly supplied timber (through suppliers)
and 86% of ourindirectly supplied timber
(through sub-contractors] certified to FSC
orequivalent standard by 2016. We are
currently reviewing our performance over
the yearto determine whether we've
achieved our targets. This annual audit

will be concluded in the spring with results
published on our website.

Following a wholesale review of our timber
procurement proceduresin 2014, in 2015 we
implemented a rigorous quarterly audit of
ourdirectsuppliers”and sub-contractors’
certification evidence, which allows us to
resolve anyissuesinatimely fashion and
supports more regular communication with
our supply chain about the importance of
sourcing sustainable timber products for
Crest Nicholson.
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NATURE AT
THE HEART OF THE

COMMUNITY

Making space for nature

A Within the site, we're providing nesting
and roosting boxes for barn owls, bats
and small birds. The bat populationis
also being assisted with a continuous
line of carefully managed hedgerows and
woodland, providing them with shelter
and connectivity. As our ecological
assessment revealed existing badger
settsonthe site, we survey activity
before each phase of development and
monitor known setts.

{a

CASESTUDY: Tadpole Garden Village

Our site at Tadpole Garden Village in Wiltshire is
superbly set within peaceful open countryside.

It was previously arable farmland and includes
woodland, hedgerows and scrubland. Most of the
arable land is being managed as grassland, using
late cutting to encourage it to revert to species-
rich meadowland.

Green open space to enjoy

V With nearly 170 acres of green space,
including a new town park, a common,
playing fields, allotments and children’s
play areas, Tadpole Garden Village is
aplace for both wildlife and people,
providing enhanced habitats for a
variety of species as well as beautiful
spaces and landscapes for our
customers to enjoy.

Monitoring progress

¥V Once the site has been developed,

we will be monitoring progress using
our Ecology Framework. A Biodiversity
Management Plan also helpsin
maintaining habitats and supporting
species longterm, in partnership

with the Wiltshire Wildlife Trust,

local farmers, the counciland the
Tadpole CIC.

Crest

Nicholson
TheTadpole Wiltshire
Wildlife Trust
BIODIVERSITY
MANAGEMENT
PROGRAMME
The Local

Council farmers
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RESOURCE CASE STUDY: Centenary Quay

We pride ourselves on well-managed construction
E F F I C I E N CY sites that use resources efficiently. At Centenary
Quay, our £500m regeneration projectin
ON OURSITES Southampton, the message is reinforced in ongoing
communication with workers and contractors,

including eye-catching Make Waste History posters
and guidance materials. The topicis also on the
agenda at weekly site meetings held with the trades.

On-site measures E'ZOOO 560/0

Bins and skips are colour coded to
promote waste separation and a photo saved in skip costs reductioninaverage
is taken of every skip leaving the site. volume of waste

This helps to ensure thateach skip is
fully used and that the materials have
been properly segregated. Thereis
alsoatake-back scheme on the site for
plasterboard, cardboard and pallets.

Since the start of 2015 the site has
reduced its skip costs from a high of
£11,221in March to just under £4,000in
September, and its average volume of
waste has fallen by 56%.

Centenary Quay has leapt up our waste
reduction league table, now featuring as
one of our top-rated construction sites
for waste management.
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xaadl PARTNERSHIP AND SUPPLY CHAIN

We work in partnership with stakeholders in government, the industry and the supply
chain to build long-term relationships and generate value for the Group and its customers.

HOW WE PERFORMED IN 2015

Ourvision

Working in partnership with landowners and
government to maintain a land pipeline for both short-
termand long-term housing delivery.

Working with our supply chain and sub-contractors to
innovate and improve in all areas, including fast-track
construction, efficiency, build standards, materials
and sustainable sourcing.

Developing innovative, mutually beneficial framework
agreements with panels of consultants to secure
professional services, strengthen building capacity
and promote leadership among panel members.

Working with specialist suppliers that also perform a
design function to help reduce the construction risk
by ensuring that the design and specification is fully
co-ordinated at the right stage.

4

)

4

Performancein 2015

Total GDV of our land pipeline increased by 12%
to £10,466m.

Our appointment as Development Manager for the
redevelopment of the former airfield at RAF Wyton
furthers our partnership with the DIO.

We are exploring innovative construction systems
and materials, working closely with the supply chain
tounderstand how we canimprove procedures

and create efficiencies - for example, through

our architects paneland our participationin the
AIMCh project.

We are also looking at alternative procurement and
construction methods for the future.

95% of our housebuilding detailed design consultants
have been appointed under design framework
agreements, and 80% of our housebuilding material
direct suppliers are covered by partnership
agreements.

We have two major partnership agreements with
‘design suppliers’, who work with our consultants and
divisions to ensure that high risk areas of the project
are properly designed, specified and constructed.
Thisreduces business exposure to defects and helps
improve customer satisfaction.
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GOVERNMENT AND INDUSTRY
PARTNERSHIPS

We have continued to advocate sound policy,
best practice and innovation. Our Board
members, executives and other senior
management advise government bodies such
asthe DCLG and DECC.

Our Group Technical & Quality Director was
seconded to the Zero Carbon Hub, a non-
profit organisation that advises government
ondelivering zero carbon homes in England.
Over a six-month period, he led the evidence
gathering stage of the Performance Gap
project. In addition, our Group Technical &
Quality Director sits on the HBF National
Technical and Sustainability Committee and
the NHBC's Standards Committee.
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We actively supported and partnered with
organisationsinand around our industry.
This included membership of the UK Green
Building Council, the NextGeneration
benchmark, Forum for the Future, and the
HCA Design and Sustainability Committee.
Italsoincludes collaboration with the Town
and Country Planning Association and

the NHBC Foundation Expert Panelto
promote research into Sustainable Design
and Technologies.

Our partnerships with local government are crucial for the success of our development

projects. Key partnershipsin 2015 included:

— Centenary Quay, Southampton This significant
mixed use developmentin the Woolston area
of Southampton has been devised in close
consultation with local stakeholders to ensure
thatitis a fully integrated extension of the
existing neighbourhood. It will provide 1,620
homes, 25% of which are affordable and more
for private rental. It has also provided 150,000
sq ft of mixed commercial space, including
alibrary, nurseryand food superstore. The
scheme initially benefited froma £2m HCA
greeninfrastructure grant, government loan
funding and, in phase 3, BTR funding for the
delivery of 102 BTR units. In the fourth phase
of this landmark development in partnership
with the HCA, we exchanged contractsin 2015
to develop the next 185 dwellings and related
mixed uses.

— Ifield Road, Crawley In September 2015,
working in conjunction with Crawley Borough
Council (CBC), we acquired a significant
brownfield site in the centre of the town. The site
received planning permission for a residentially
led mixed use scheme of 216 homes, including
86 affordable units (40% of the total provision)
thatwereall presold to CBC.

— St Clement’s Heights, Sydenham We are
transforming a five-acre site owned by the
St Clement Danes Holborn Estate Charity into
amuch needed mixed development. Itincludes
46 private new homes and 50 rebuilt one and
two-bedroom almshouses for sheltered and
retirement use. Our London team worked
closely with the charity, residents and
Lewisham Borough Council to create a new
vision for Sydenham Hill.

— Ouzellsland, Oakgrove Village, Milton Keynes
Bordered by a wildlife corridor and the Ouzel
Valley park, these 18 large ‘lifestyle’ family
homes have set new standards for design
and use of space. Our Regeneration Division
worked closely with the HCA as landowner and
with Milton Keynes Borough Council to create
top quality homes inan environment with high
ecologicalvalue.
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PARTNERSHIP AND

PLANNING

A 215t century Garden Village

The vision for Wyton is to deliver a 21t century Garden
Village - a great place with a local identity where a
sustainable community of 4,500 homes will flourish.
ltwill blend into the existing working and living
communities of RAF Wyton and Wyton on the Hill.

Enhancing the natural environment

The Garden Village is designed to respect the nearby
historic town of St lves, enhancing the natural
environment while protecting the historic character of
the area. It will provide quality mixed tenure homes and
associated schools, shops and employment, with good
public transport connections to Huntingdon, St Ives
and Cambridge.

Repurposing existing infrastructure

As aformerairfield, the site contains significant areas
of concrete runways and taxiways. We intend to retain
this existing infrastructure as part of the heritage of
the site and to create a pathway for the new guided
busway to support an efficient commuting route

into Cambridge.
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CASE STUDY: Wyton Garden Village

The DIO appointed Crest Nicholson as
Development Manager for the mixed use
redevelopment of the former airfield at RAF
Wyton in Cambridgeshire in December 2014. Our
role is to create the overall vision, and fund and
manage the planning, infrastructure delivery
and land sales on behalf of the DIO, with direct
development of up to half the site. Throughout
2015 we have been progressing the project with
regular reporting to the DIO, working towards the
submission of planning applications in 2016.
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BUILDING SUPPLIER RELATIONSHIPS

By developing strategic relationships we
can bring suppliers into our processes
atan earlier stage for better teamwork,
knowledge-sharing and planning.

We have developed different types of
strategic supplier agreements suitable

for different needs - from the provision of
consultancy services to materials supply
and sub-contract labour. These provide an
enhanced level of business certainty for the
supplier companies and a basis for the Group
to deliver quality developmentin a timely way
while reducing supply risks in key materials.

ﬂ Architects panel meetings are held on a regular
basis to share knowledge and solutions to
changes in legislation and building practices. The
continuous development of building details, design
specifications and best practice guides means
that Crest Nicholsonis ina strong place to ensure
that traditional building practices are challenged
and developed to provide a better product for their
customers. The framework panel of consultants
helps to develop these details and ensures they are
used throughout their designs.
Matthew Williams, Director, HGP Architects
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RESHAPING OUR SUPPLY CHAIN

Overthe past few years the industry has been
experiencing the challenges of maintaining a
skilled labour force and an adequate supply
of materials to meet the high demand for
housing. These have contributed to timing
and quality issues on some of our projects.
Added to this, we operate ina complex
operating environment in which space and
other standards are evolving and resource
scarcity remains a globalissue. To meet the
challenges we are seeking transformation

in construction methods, processes and
materials. Ouraim s to provide a high quality
productin a climate of high demand that
meets our customers’ current and future
lifestyle needs and expectations.

Research and innovation

We are consulting widely with our suppliers
and industry bodies while researching
alternative building systems and assessing
the risks attached to different materials and
products. In parallel, we are considering
the range of skills required to deal with new
building systems and ways of working.

In conjunction with the supply chain, a
key focus areais to standardise design
and associated materials and systems
for greater efficiency in delivery and
better communication across the various
disciplinesinvolved in development.
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Another of ourresearch areasis

industrialised methods of production -

for example, through modular units or
elements manufactured off site to reduce
weather dependency and promote efficiency
onsite. Thiswork considers a number of
construction systems such as timber frame,
structured insulated panels (SIPs), cross-
laminated timber (CLT), large panel aircrete
products and light gauge steel. Some of
these systems would include factory fitted
windows, plasterboard and external finishes,
while all would embrace smarter use of
software and communications technologies.

In combination, these will promote time
savings, reduce construction waste and
contribute to buildings with high levels of
comfortand energy efficiency that operate
with sensible running costs and reduce the
performance gap between design versus
as-built (DvAB].

Applying the learning

In 2015 we started applying what we had
learned and are working on a number of
initiatives, including our Future Home project
and the AIMCh research programme (see
page 53).

Crest Nicholson Annualintegrated report 2015

STRATEGY IN ACTION: PARTNERSHIP AND SUPPLY CHAIN {a}

<A Kilnwood Vale
in Faygate,

near Crawley,
West Sussex

Some of the specific changes that we have
made within the supply chain include:

— Assessment of sustainability performance
isnow builtinto all our supplier pre-
qualification questionnaires (PQQs).

— A strengthened quality management team
atsenior and mid-management level within
the Group.

- ‘Design Tool-Box Talks’ with sub-
contractors to identify challenges and
opportunities and ensure that they are
happy with the design intent and its
execution on site.

— Additional training for site managers to
ensure that they are familiar with and
embrace new approaches to design and
production systems.

— New commercialarrangements with
consultants and sub-contractors and
suppliersinorderto achieve a better
balance between delivery and quality.

— We are also undertaking work to
accommodate pending guidance and
rules on space and Building Information
Modelling (BIM]. The latter will mandate
that all government-funded construction
projects should use a collaborative
approach to design that incorporates
3D modelling.



Crest Nicholson Annualintegrated report 2015

61

{a

Strategicreport

INTRODUCTION

8 Groupoverview

10 Business model

12 Chairman’s statement

OURSTRATEGY
15 Chief Executive’s review
19 Strategysummary

20 Operatingenvironment
review

PERFORMANCE

28 Finance Director’s review
30 Keyperformanceindicators
P Strategyinaction

BB Principalrisks and
uncertainties

PRINCIPAL RISKS
AND UNCERTAINTIES

The understanding and management of risk is fundamental if we
are to maintain a healthy business and achieve the aims of our

sustainable growth strategy.

Risk management overview

Risk managementis a key component of
corporate governance, from the Board,
through the Executive Management Team
and across all divisions of the Group. Our
fundamentalaimis to assess and manage
risk, in order to maintain continuous
improvement.

Atdivisional level, each management
board undertakes aregular assessment of
its exposure to financial, operational and
strategic risks. All necessary operational
and resource changes are then made to
ensure that the risks are managed and
business continuity is maintained.

The Group risk register draws on information
provided by the divisions and the work of

the Group Board, which assesses the wider
market environment. Eachrisk is classified
and prioritised for action using approved
acceptance thresholds.

The Group’s principal risks are monitored by
the Executive Management Team, the Audit
and Risk Committee and the Board. The
following tables set out the Group’s principal
risks and these have been grouped into our
five strategic pillars.

Viability statement

Inaccordance with provision C.2.2 of the
UK Corporate Governance Code 2014, the
Directors have assessed the viability of the
Group over the three-year period from
1stNovember 2015 to 315t October 2018.

This period of assessment has been selected
as detailed trading and cash flow forecasts
are maintained and scrutinised through

to this date. In addition, the Group owns

or controls a high proportion of the land
required to meet unit forecasts for the next
threeyearsand is therefore able to forecast
cash flows across this period with reasonable
confidence. Group banking facilities extend to
January 2020 and sufficient headroom exists
within these to fund our projected activities.

The assessment has been made having
regard to our current position, while also
considering the impact of severe but
plausible adverse trading conditions arising
from the principalrisks set out on pages
62to 64, 0nthe solvency and liquidity of the
Group. Among these risks, the potential
for a macro-economic downturn (with
consequentincreases in unemployment) and/
or significantly reduced mortgage access
would most directly impact on our viability
assessment.

The assessmentisalso based onour
expectation that current market conditions
will not be subject to more significant
adverse variation than has been modelled as
adownside scenario.

Based onthe results of this assessment, the
Directors have areasonable expectation
thatthe Group will be able to continue in
operation and meet its liabilities as they fall
due over the period of their assessment to
31°tOctober 2018.

Forfurtherdetails of risk management controlsand procedures,
seethe Corporate Governance sectionon page 65. >
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KEY RISKS, BY STRATEGY AREA

MANAGED GROWTH OF THE BUSINESS

1.

_ L }}

Adverse macro-economic
climate, caused by:

Globaleconomic slow-
down and market volatility;
geopoliticalinstability;
political uncertainty around
UKEU referendum

Lossof income at housing
associations due to budget
changestorents

Pressure on cash headroom
and generation due to:

Ongoing strong market
demand; commitmentsto
development obligations;
high London land values;
highwork-in-progress costs
for new sites; investmentin
Chiltern division

Build costinflation

Rapid and extensive
changesto planning system
introduce uncertainty,
delays and potential
challengestoviable
development

Costs notadequately
controlled and managed

Litigation relating to
legacy risks, future
environmental risks and
counter-party risksin
existing contracts

Higher unemployment

or fear of unemployment
undermines consumer
confidence and reduces
propensity to purchase a
new home or ability to secure
amortgage

Returnson our strategic
land holdings could be
undermined

Cashresources may be
over-committed, leading

to business disruption,
reputationalissues, covenant
breachesanddividend loss

Increased build costs absorb
orexceed higher sales prices

Margin squeeze leads to
investordissatisfaction

Suppliers seek to ‘pricein’
sales price inflation

Delaysinobtaining
planning consents and
operational starts

Land becomes unviable
duetoincreased planning
costburden

Inadequate forecasting and
sudden cost changes can
erode margins

Pressure to maintain margins
and control costs canimpact
on product quality

Dealing with the
consequenceswhererisks
areuninsured

Legaldefence costs

Maintain review of economic
and political environmentand
consider potential responses to
changesintrading conditions

Cascade s106 mechanisms to
restore viability and continue to
develop a balanced portfolio

Robust cash managementand
borrowing/spending controls

Accesstofundingand use
of alternative payment
mechanisms

Use alternative suppliersand
production methods

Robust contractarrangements
to control costs

Leverage volume through
long-term partnerships with
strategic suppliers

Work closely with key
regulators and national/local
decision makers

Regularly review the Strategic
Land Portfolio and forecast
operational starts

Seek prior planning approvalon
significant projects

Influence new CIL viability
testingand appraise costs

Regular cost and forecast
reviews

Greater adherence to
Agresso procedures

Quality standards set, met
and reviewed

Maintainappropriate
insurance cover

Introduce Environmental
Management Plans [EMPs)

Periodic review of key
contractualobligations

High/medium/low refers to inherent risk ratings before controls and mitigation.

Board

Executive
Management
Team

Group
Finance
Director

Executive
Management
Team/Group
Production
Director

CEO/
Regeneration
Chairman/
Group Land
and Planning
Director

Group
Finance
Director/
Group
Production
Director

Executive
Management
Team

{a
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71 Increase

High Change
Medium over
Low’ year
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Governance

review

MANAGED GROWTH OF THE BUSINESS

Risk area Controls and mitigation Ownership High
Medium
Low

Help to Buyincentive scheme

Rising complexity of
projects

Bribery, corruption
and fraud

Cybersecurity breach

While Help to Buy scheme
has been extended, achange
inits eligibility criteria could
reduce mortgage access
Reduced overall mortgage
access impacts demand,
salesvaluesand rates of sale,
and undermines confidence
inthe market

Costover-runsoncomplex
projects can affect margins

Latentdefects can generate
extra costs and reputational
damage, where new
materials and systems have
been deployed

Heightened expectations can
resultinrushed projects and
subsequent problems

Claims canlead to
reputational damage

Costly and inefficient land
procurement

Compliance costs

Loss of operational systems
and data

Subject to external
financial crime

Disruption to services

OURSTRATEGY

15 Chief Executive'sreview
19 Strategysummary

20 Operating environment

Financial statements

Alternative incentives are
less compelling

Maintain policy-maker
awareness of construction
sector economic contribution

High quality sales training to

prepare foratougher marketin

due course

Project committee oversight

andrisk-based review by Group

Technical & Quality Director
Consultative and partnership
approach at planning/
designing stage

Robust Crest Nicholson
project management

New hurdle rate matrix

addressing complexity and
otherrisks

Training for allemployees

Policy and guidelines on
Bribery Act 2010

Guidance on acceptable land
purchase behaviour

Robustvirus protectionand
internet security

Web checking of internet traffic

‘Demilitarised zone' linking
servers correctlyanddirectly

Annual cyber-security
breach tests

m DELIVERING TO OUR CUSTOMERS AND COMMUNITIES

Risk area Controls and mitigation Ownership High
Medium
Low

Reputatlonal damage from
amajor product failure or
significant environmental,
health or safetyissue

Injury or potential loss of life
Remediation costs

Loss of projectsand
associated revenues

Damageto Crest Nicholson
brand

Potential civilor criminal
prosecution

PERFORMANCE

28 Finance Director’s review
30 Keyperformanceindicators
32 Strategyinaction

BEDPrincipalrisksand

Executive
Management
Team

Executive
Management
Team

Board

Executive
Management
Team

uncertainties

M

L

Board leadership and scrutiny of

Board

health, safetyand environment

Assessrisksand integrate them

into management processes
from pre-acquisition stage
Training for allemployees
Guidance on land purchase

Change

9

9

%

Change
over
year

9
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KEY RISKS, BY STRATEGY AREA CONTINUED

SKILLS AND LEADERSHIP

_ o =
Medium over
Low year

Employee retention and Shortages of key staffin Improved apprentice and Executive
succession management critical business areas graduate programmes Management

!ntro'dm_:es costanddelay Ensure competitive pay, Team

inbringing developments benefits and incentives

forward

) . Improve management

Skllls_ a_nd experience l_ost development programmes

aredifficulttoreplaceina . i

buoyant market Succession planning

Loss of knowledge within the

business
Experience gaps lead to Customer satisfaction erodes New and refreshed divisional Executive M %
pooroutcomes duetodelays orqualityissues structure with new Regional Management

Increased employee turnover ~ Chairman Team

can create instability and Good land pipeline and strong

uncertainty market

Business and finance targets Executive managementand

threatened coaching creating more internal

candidates

PARTNERSHIP AND SUPPLY CHAIN

_ = =
Medium over
Low year

Supply of materials and/or Supply chainissues Dialogue with major suppliers Group 9
labour fails to match desired constrain outputand Advance planning and Production
production levels efficiencyin currently call-off by divisions Director

strong market
g Spreadrisk across suppliers,

e.g., kitchen supply-and-fit
contracts

Adverse customer
experience as build
completion forecasting
is difficultand subject to
variation

Examine alternative production
approaches, e.g., timber frame
asopposed toblocks

Maintain strong apprenticeship
and graduate programmes

Approval

The strategic report for the financial year 2015 as presented on pages 8 to 64 was approved by the Board of
Directors on 26" January 2016 and signed on its behalf by:

Kevin Maguire
Group Company Secretary
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INTRODUCTION

OUR BOARD AND EXECUTIVE MANAGEMENT TEAM

Board Executive Management Team
1 William Rucker 2 Stephen Stone
Non-Executive Chairman Chief Executive
2 StephenStone 3 Patrick Bergin
Chief Executive Group Finance Director
3 Patrick Bergin 7 ChrisTinker
Group Finance Director Regeneration Chairman
4 Pam Alexander OBE 8 SteveEvans
Independent Non-Executive Director Group Production Director
5 SharonFlood 9 RobinHoyles
Independent Non-Executive Director Group Land and Planning Director
6 Jim Pettigrew 10 Tim Beale
Senior Independent Non-Executive Regional Chairman
Director

11 Kevin Maguire
Group Company Secretary

Our Corporate Governance reportis intended to provide shareholders with
an understanding of the Group’s governance arrangements and how they
have operated during the year. Here are some of the highlights of our
governance arrangements.

{a
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@ Introduction

68 Boardof Directors

70 Group Chairman’sintroduction
71 Board leadership

Governance structure

Our governance framework allows informed and
balanced discussions by senior management that
take account of economic, social and environmental
factors. All divisions operate through their own local
management boards, each of which is accountable to
the Executive Management Team. Our divisions are
supported by strong central functions, with individual
departmental heads who report to the Executive
Management Team. The Executive Management Team
isaccountable to the Board who maintain oversight and
control. Group policies and procedures are regularly
reviewed by the Executive Management Team and the
Board to ensure currency and focus.

We have updated our governance structure chart (see
below) to reflect the individual facets of our business
and the various layers of management under which the
business operates.

Performance-linked remuneration

Our remuneration policy is based on clear and simple
market-competitive remuneration and incentive

74 Board effectiveness

75 Shareholdersand stakeholders
76 Nomination Committee report
79 Auditand Risk Committee report

Financial statements

84 Directors’ remunerationreport
101 Compliance and other disclosures

schemes with straightforward, reasonable metrics
and performance criteria. Bonuses are linked to
relevant financial and non-financial metrics, and
share-based schemes are linked to shareholder
growth and return. The Chief Executive and Group
Finance Director’s bonuses are based partly (15%) on
customer satisfaction results, as are bonus schemes
acrossthe Group.

The Remuneration Committee continues to keep policy
and structures attuned to the business strategy and
aligned to the objectives of shareholders. For the full
report of the Remuneration Committee, see page 84.

Leadership and effectiveness

The Board as awholeisresponsible for the long-term
success of the Group. By providing entrepreneurial
leadership, the Board sets the Group’s strategic aims
and ensures that the necessary financialand human
resources arein place to meetits objectives. The
Board has an appropriate combination of Executive and
Non-Executive Directors, ensuring that no individual
candominate the Board's decision making.

THE BOARD

The Group Board has a Non-Executive Chairman, three Non-Executive Directors and two Executive Directors.
The Board of Directors evaluates the Group’s economic, social and environmental performance.

V. V. V. oA V.

OTHER BOARD AUDIT AND RISK REMUNERATION NOMINATION EXECUTIVE MANAGEMENT TEAM
COMMITTEES COMMITTEE’ COMMITTEE' COMMITTEE’ Responsible for the day-to-day
Share operation of the Group.

Administration
Committee A
Disclosure PROJECT COMMITTEE
Committee
CENTRAL FUNCTIONS
IT Finance/Tax Internal Audit Health, Safetyand Legaland Procurement
Environment Company

Technicaland
Quality

HR and Training Sustainability

Marketing

Secretarial

Business
Improvement

DIVISIONAL MANAGEMENT BOARDS

CrestNicholson  CrestNicholson  CrestNicholson

Crest Nicholson

CrestNicholson  CrestNicholson Crest Strategic

South South West Eastern London Regeneration Chiltern Projects
Management Management Management Management Management Management Management
Board Board Board Board Board Board Board

1. Formoreinformation onthe terms of reference visit our website at: www.crestnicholson.com/investor-relations/corporate-governance/board-committees.
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BOARD OF DIRECTORS

The Board is responsible for setting and monitoring
Group strategy, reviewing performance, reviewing
risk and setting the Group’s risk appetite, protecting
the business from reputational damage, ensuring
adequate funding, formulating policy on key issues
and reporting to its shareholders. The Board
oversees the Executive Management Team, which

and approval.

found below.

has responsibility for the day-to-day operation of the

OUR GROUP BOARD
William Rucker

Non-Executive Chairman: Appointed to
the Boardin September 2011.

Other company directorships: Chief
Executive of Lazard in the UK.

Experience and qualifications: William
isaChartered Accountant with many
years’ experience in banking and
financial services. Heis Chief Executive
of Lazardinthe UK, and brings a wealth
of knowledge and experience of financial
markets, corporate finance and strategy
to his leadership of the Board.

Stephen Stone

Chief Executive: Appointed to the Board in
January 1999, becoming CO0in 2002 and
CEOin 2005.

Other company directorships: Home
Builders Federation (HBF).

Other professional experience and
community involvement: Member of the
Construction Leadership Council.

Experience and qualifications: Stephen is
aChartered Architect with over 30years’
experienceinvarious positionsin the
construction and housebuilding industry.
Stephen leads the Executive Management
Teamand is the director responsible for
health and safety. Stephenrepresents
the Group when engaging with investors,
the Government, the Home Builders
Federation and the industry.

Patrick Bergin

Group Finance Director: Appointed to the
Board in October 2011.

Experience and qualifications: Patrick
joined the Groupin 2006 and was appointed
Group Finance Directorin2011.Heisa
Chartered Accountant with over 20years’
experience and has worked in financial
rolesacrossarange of industries.

Jim Pettigrew

Senior Independent Non-Executive
Director: Appointed to the Board in
February 2013.

Committees: Remuneration (Chair), Audit
and Risk, Nomination (Chair).

Other companydirectorships: Edinburgh
Investment Trust Public Ltd Company
(Non- Executive Chair), Clydesdale Bank
Plc (Non-Executive Chair), RBC Europe

Ltd (Deputy Chair], Aberdeen Asset
Management PLC (Non-Executive Director).

Other professional experience and
community involvement: President of
the Institute of Chartered Accountants of
Scotland, member of the Association of
Corporate Treasurers.

Experience and qualifications: Jim
Pettigrewisa Chartered Accountant.

He qualified with Ernst & Young before
undertaking a number of senior finance
rolesin Scotland. He subsequently joined
ICAP plcas Chief Financial Officer from 1999
t0 2006, and later Ashmore Group plc. Jim
later spent time as Chief Executive of CMC
Markets plc and has extensive experience in
finance and investment. With his financial,
investmentand strategic expertise, Jim
provides additional perspective and
guidancein hisrole as Senior Independent
Non-Executive Director.

Pam Alexander, OBE

Independent Non-Executive Director:
Appointed to the Board in December 2011.

Committees: Auditand Risk, Nomination,
Remuneration.

Other company directorships: Covent
Garden Market Authority (Chair], Future
Cities Catapult Limited, The Academy

of Urbanism (until 31stDecember 2015),
Crossrail Limited (from 1stDecember 2015).

{a

business and developing strategy for the Board's input

During the year the Board consisted of four Non-
Executive Directors and two Executive Directors.
Photos of our Board and Executive Management Team
can be found on page 66, and their profiles can be

Other professional experience and
community involvement: Trustee of the
Design Counciland Chair of the Design
Council Cabe, member of the London
Mayor’'s Design Advisory Group, Trustee of
the Brighton Dome and Festival Ltd.

Experience and qualifications: Pam

is leading major regeneration and
infrastructure schemesinLondonand has
worked for manyyears with developers,
housing associations and Government,
planning and delivering housing and
regeneration schemes, and on policy and
regulatory matters. Pam has held senior
positionsinthe public, private and not-for-
profit sectors, including Chief Executive

of English Heritage, and the South East
England Development Agency (SEEDA],
aswellas Chair of the Peabody Trust.

Sharon Flood

Independent Non-Executive Director:
Appointed to the Board on 15t April 2015.

Committees: Audit and Risk (Chair),
Nomination, Remuneration.

Other companydirectorships:
St DuPont (Chair), Network Rail and
Network Rail Infrastructure Limited.

Other professional experience and
community involvement: Trustee of the
Science Museum Group.

Experience and qualifications: Sharon
isaFellow of the Chartered Institute

of Management Accountants and was
recently Group Chief Financial Officer
atSun European Partners LLP (an
international private equity advisory
firm). Prior to this Sharon was Finance
Director of John Lewis department stores
from 2005 to 2010, before which she held
anumber of senior finance and strategy
roles. Sharon hasagood understanding
of the UK housing market through her
six-year appointmentasa Director of the
housing charity Shelter, latterly as Chair of
the Audit, Risk and Finance Committee.
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OUREXECUTIVE MANAGEMENT TEAM

Stephen Stone
Chief Executive

Chris Tinker

Regeneration Chairman: Joined the
Executive Management Team in 2007.

Other company directorships: Enterprise
M3 Local Enterprise Partnership.

Experience and qualifications: Chris

isa Chartered Builderand joined the
Groupin 1988. Through the 1990s he
was instrumentalin the acquisition and
masterplanning of several of the Group’s
major residential projects, leading to his
appointmentin 2002 as Managing Director
of Crest Nicholson Developments. Chris
joined the Executive Management Team
in2007 and is responsible for the Major
Projectsdivision, aswellas the Group’s
sustainability strategy. Chris also sits on

the HCA's Design and Sustainability Board.

Steve Evans

Group Production Director: Joined the
Executive Management Teamin
January 2011.

Experience and qualifications: Steve re-
joined the Group in 2009 having previously
served with Crest Nicholson from 1995
fornineyears. Heis currently Group
Production Director and was previously
Managing Director of the Eastern Region.
Priorto re-joining the Group in 2009 he
was Chief Executive of the Anderson
Group. Steve oversees the Group’s overall
production programme and works with
the divisional build teams to maximise
production and build efficiency.

Conventions used

Patrick Bergin
Group Finance Director

Robin Hoyles

Group Land and Planning Director:
Joined the Executive Management Team
in December2011.

Experience and qualifications: Robin
joined the Group in May 2011 and was
appointed to the Executive Management
Team later that year. He was previously
with Countryside Properties for more
than 17 years as Managing Director of
their Special Projects division. Heis a
solicitorand priortojoining Countryside
was in private practice in London.

Tim Beale

Regional Chairman: Joined the Executive

Management Team in January 2015.

Experience and qualifications: Tim joined

the Groupin June 2002 and prior to his
appointment as Regional Chairmanin
January 2015 he was Managing Director
of our South West Division. During this
time Tim oversaw the transformation

of the division into a major component
of the Group’'s activities. Timisa
Chartered Town Plannerandis
responsible for the Group’s South,
Chilternand South West operations.

Kevin Maguire

Group Company Secretary: Joined the
Executive Management Teamin
January 2009.

Committees: Secretary to the Auditand
Risk, Nomination and Remuneration
Committees.

Experience and qualifications: Kevin
joined the Group in March 2008 and
became Company Secretaryin January
2009. Since joining Crest Nicholson, Kevin
has beeninvolvedin arange of significant
corporate transactions. Having a legal
background, heisa Chartered Secretary
and previously held roles in retail,
pensions and technology.

The Board refers to the main board of the Company. The Executive Management Team refers to the executive
team, including the Executive Directors of the Board.
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CHAIRMAN'’S INTRODUCTION

| am pleased to introduce our Corporate Governance
report, which is intended to provide shareholders
with an understanding of the Group’s governance
arrangements and how they have operated during

the financial year.

While good practice is already well established within
Crest Nicholson, corporate governance is a continual
process towhich the Board is fully committed.

Our succession planning framework guides us on

the timely identification of potential successors. It
includes coaching for senior management, as well as
a commitment to continually improve the skills of our
workforce and create future leaders for the Group. Itis
a key mechanism for demonstrating our commitment
to the future of Crest Nicholson and the industry as
awhole.

As setout in the Strategic Report, in 2015 we welcomed
Sharon Flood to the Board. Sharon’s appointment

as Non-Executive Director strengthens the finance
experience and risk management capability of the
Board and its Committees. Sharon has succeeded
Malcolm McCaig as Chair of the Audit and Risk
Committee following Malcolm’s departurein

March 2015.

Finally, thank you to all my colleagues for their
diligence and hard work throughout the year. Their
expertise, dedication and valuable input has been
instrumentalin guiding the business to another set
of excellent financial results and will be essentialin
leading the Group towards its growth objectives.

William Rucker
Chairman

William Rucker Non-Executive Chairman

KEY INITIATIVES THIS YEAR
—> PRS Strategy.
— Continued focus on Health and Safety.

- Increased focus on operational initiatives and
divisionalinteraction with the Board.

— Externally facilitated Board evaluation.
— Risk review.

—> Customer satisfaction.

COMPLIANCEWITH THE UKCORPORATE
GOVERNANCE CODE

The Board considers thatitand the Company complied
with the provisions and applied the main principles of the
UK Corporate Governance Code (UK Code’) throughout
theyear. The revised UK Code, published in September
2014, applies to the Company during the year. A copy of the
UK Code can be found on the Financial Reporting Council
website (https://www.frc.org.uk). We describe how we
have applied the main principles of the UK Code in this
section and in the Committee reports on pages 76 to 100.

CORPORATE GOVERNANCE STATEMENT

We comply with the corporate governance statement
requirements pursuant to the Financial Conduct
Authority’s Listing and Disclosure and Transparency
Rules, by virtue of the information included in the
Corporate Governance section of the annual integrated
report, together with any cross-references therein.

Inrelation to the IIRC Framework for integrated reporting, we confirm that members of the Board and of the Executive
Management Team have been closely involved in the preparation of this annual integrated report and consider that it
complies with the [IRC Framework. The Board acknowledges its overall responsibility for the accuracy and integrity of

thereport’s contents.

{a
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BOARD LEADERSHIP

In this section

71 Boardresponsibilities 72 Non-Executive Directors
71 Board compositionandroles 73 Board activityand meetings

BOARD RESPONSIBILITIES

Supported by advice and information from the Executive Management Team, the Board is responsible for and has
reserved certain matters foritself, including the following approvals and oversight:

Budget and finance E Strategy and operations % Corporate governance =

Settingannual budgetand tracking Long-term strategic direction and Board composition and committee
performance against budget during objectives. structure.

theyear.

Approval of financial statements, Overall management and planning. Risk management and

including shareholderdistributions. internal control.
Changestodebtorcapital structures ~ Resource allocation. Director remuneration.

(other than existing facilities).

Major capital contracts. Accounting and reporting.

BOARD COMPOSITION AND ROLES

Board composition Provides for

An appropriate balance of Non-Executive and Effective management, controland direction:
Executive Directors:

Non-Executive Chairman. Cleardivision between Chairman and
Chief Executive roles.

Three Independent Non-Executive Directors. Entrepreneurial leadership.
Chief Executive and Group Finance Director. Values and standards setting.

Fulfilment of obligations to shareholders
and stakeholders.
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NON-EXECUTIVE DIRECTORS

The Group benefits from the wide-ranging experience
and professional backgrounds of the Non-Executive
Directors, which cover finance, corporate governance
and risk management, together with design, property
and commercial knowledge. Biographies are set
outon pages 68to 69. The Non-Executive Directors
provide independent judgement and play a key partin
risk management, review and challenge of financial
assumptions, reporting and business assurance. The
Non-Executive Directors also determine the policy for
Executive remuneration.

Split of Directors

33% 17%

Independent Non-
Non-Executive Executive
Chairman

17%

Senior
Independent
Director

33%

Executive

Gender split

Female

Length of tenure at date

of thisreport Time of tenure

William Rucker 4yearsand 4 months
Jim Pettigrew

Sharon Flood

2yearsand 11 months

9 months
Pam Alexander 4yearsand 1 month
Stephen Stone 17 years

Patrick Bergin 4yearsand 3 months
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A clear division of roles

Within the Board, thereis a clear division between

the roles of the Chairman and the Chief Executive.
Upon his appointment to the Board, the Chairman of
the Company was not considered to be independent
for the purposes of the UK Code. This results from

his role as the Chief Executive of Lazard in the UK (a
financial advisor to the Company, from time to time)
and hisinterest in the ordinary shares of the Company.
However, the Directors believe that his knowledge and
understanding of the Group’s business will continue
to be an asset to the Group in the future. In addition,
safeguards are in place to minimise any potential
conflicts of interest with a Senior Independent Non-
Executive Director sitting on the Board.

Group Chairman - William Rucker

Is primarily responsible for overseeing the Board's
work, activity and output.

Leads the Board in setting risk appetite and structuring
and communicating strategy.

Oversees the conduct of Board meetings to achieve
appropriate Directorinvolvement and effective
decision making, ensuring that relevant attendees
contribute to the level required.

Chief Executive - Stephen Stone

Overseesthe implementation of the Group’s long
and short-term plansin accordance with the Board's
agreed strategy.

Leads the Executive Management Team in the
day-to-day running of the Group.

Keeps the Board fully informed of the conduct of the
business andits finances.

Ensuresthe Group is appropriately organised, staffed
and resourced.
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BOARD ACTIVITY AND MEETINGS

The Board meets at least six times per year, with other The Executive Management Team members are all

meetings arranged as necessary. The Board receives invited to regular Board meetings and do attend, other
regular management reports and briefing materialin thanin exceptional circumstances. The Board will
preparation forits meetings. There is regular dialogue meet without members of the Executive Management
between Board members via email and conference Team when and if appropriate.

calls as required throughout the year.

Activity for the year
Budget and finance ﬁ Strategy and operations % Corporate governance E
Reviewed and approved the budget Tested and reviewed overall strategy, ~ Implemented the outcomesand
for the financialyear. including risk scenarios and actions from lastyear’s internal

sensitivity analysis. Board evaluation.

Reviewed and received regular Debated, evaluated and approved Participatedinan externally
updates on key financial metrics, strategic opportunitiesin relation to facilitated Board evaluation.
including progress against forecast the PRS.

and cash management.

Amended and restated the Group’s Reviewed the Group’s positioning in Considered the prospects of the

banking facilities. relation toits peers. Group and its ability to continue in
operation and meet its liabilities as
they fall due.

Reviewed and amended the Visited business units, meeting Offered significant investors the

dividend policy. divisional teams and visiting sites. opportunity to meet the Chairman/

Senior Independent Non-Executive
Director (in addition to meetings with
management) to focus on corporate
governance matters, and met those
taking up the offer.

Reviewed and approved certain Continued to keep training and

significant land acquisitions. development under review, including
the implementation of the Site
Management Academy.

Audit

Main and Risk Remuneration Nomination
Meetings attended Board Committee Committee Committee
Totalnumber of meetings 6 3 4 2
William Rucker Chair 6
Stephen Stone 6
Patrick Bergin 6
Pam Alexander 6 3 4 2
Malcolm McCaig (resigned 19" March 2015) 2 Chair1 2 2
Sharon Flood (Appointed 15t April 2015) 3 Chair2 1
Jim Pettigrew 6 3 Chair 4 Chair2



Delegation of responsibilities

The Board delegates day-to-day management of

the business to the Chief Executive and Executive
Management Team, while maintaining oversight and
control. With regard to the land pipeline, the Group’s
material asset, the Board delegates authority to the
Executive Management Team to acquire the majority of
new sites, while retaining oversight of all acquisitions.
The Board retains approval of acquisitions over a certain
value or anything outside the ordinary course of business.

Appropriate management responsibility is delegated to
divisional management boards with input and oversight
from the Executive Management Team. This structure
provides effective decision making, with clear authority
levels, documented procedures and a regular review
of financial performance and forecasts. Divisional
management reports monthly to the Executive
Management Team. The Executive Management Team
undertakes all day-to-day decision making under

BOARD EFFECTIVENESS

Board Evaluation

During the year the Board undertook an externally
facilitated Board Evaluation led by Prism Boardroom.
Prism Boardroom is independent of the Group but

is part of the Equiniti Group that also provides share
registry and related services to the Company.

The review process, which was carried out by a range
of one-to-one interviews with Board members and
certain members of the Executive Management
Team, focused on the operation of the Board and its
principal Committees and considered aspects such as
individual Director performance, Board/Committee
effectiveness, process and composition.

The process concluded that the Group has a well-

run Board that functions efficiently, with an open

and inclusive atmosphere in the Boardroom with no
individuals or Groups of individuals exercising undue
influence. There is a good relationship between
Executive and Non-Executive Directors with good
debate and constructive challenge. The regular visits
todivisional business units were considered a positive
partof the Board’s activity during the year.

Crest Nicholson Annualintegrated report 2015
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the supervision of the Chief Executive. This includes
agreeing the acquisition and sale of the Group’s assets
inthe ordinary course of business, personnel changes,
project planning and strategy implementation. The
Executive Management Team also provides guidance to
the Board on matters reserved for the Board.

Independence and conflicts of interest

The Board monitors conflicts of interest on an ongoing
basis. Directors do, from time to time, have other
interests that may overlap with or relate to those of the
Group. For example, Non-Executive Directors could

be involved in other businesses from which we buy
products and services or may have interests in areas of
the countrywhere we operate. If any of these contracts
are material, they are disclosed as related-party
transactions on page 150.

The review process has highlighted a number of areas
forthe Board to consider anditisin the process of
determining the actions arising that will be taken into
accountduring the Board's operation in the coming year.

The Board considers that the review process shows
that each Director continues to contribute effectively
and demonstrate commitment to the role, including
commitment of time for Board and Committee
meetings and any other duties.

In addition to the externally facilitated Board
evaluation, each Board committee has carried out
aninternally facilitated review of its effectiveness.
The outcome of the review process confirmed each
committee is performingin line with the authority
delegated toit by the Board and where there were
areas for consideration, these will be brought forward
during the coming year.
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Reviewing the Board composition

The Nomination Committee, in conjunction with the
Chairman, considers the overall composition of the
Board in relation to the requirements of the UK Code.
This includes consideration of the benefits of all
aspects of diversity, in order to maintain an appropriate
range and balance. Following a review of the current
Board composition it was agreed that the Board
contained the right mix of experience, knowledge and

[A) Board effectiveness

EB) Shareholders and stakeholders
76 Nomination Committee report
79 Auditand Risk Committee report

84 Directors’ remunerationreport
101 Compliance and other disclosures

backgrounds. It was also thought appropriate to let the
current Board mature and develop before progressing
further appointments. There are therefore no current
plans to appoint further Non-Executive Directors at
this time. All Directors will submit themselves for
election orre-election at the Annual General Meeting
(AGM] to be held on 17t" March 2016.

Formore information on Board effectiveness please
see the Nomination Committee report on page 76.

SHAREHOLDERS AND STAKEHOLDERS

Investor relations

The Group provides relevant materials to investors via
its website and mobile app, and meets regularly with
significant shareholders. The meetings are mainly
undertaken by the Chief Executive and Group Finance
Director throughout the year, often after full-year or
interim results. In line with our approach last year,
significant investors have been offered an opportunity
to meet with the Chairman/Senior Independent
Director to discuss governance matters. Shareholder
feedback is taken into account when formulating
policies, including remuneration and the setting of
appropriate performance thresholds.

Donations

Employees have continued to support the Group’s
nominated charity, Variety, the Children’s Charity.
They raised £183,287 (2014: £93,061) to support this
cause during the year. No political donations were
made during the year.

Employment policy

Crest Nicholson values equality and diversity in
employmentand we select and promote employees
based on their aptitudes and abilities, not their sex,
sexual orientation, marital status, race, nationality,
ethnic or national origin, age or disability. Everyone is
differentand has something unique to offer.

Our Equality and Diversity Policy ensures that all
employees and job applicants are accorded equal
opportunities for recruitment, remuneration, access
to benefits, training and promotion, together with an
ongoing emphasis on monitoring and developing the
diversity of our workforce.

Where employees have or develop particular long-
term health issues or disabilities, the Group works
with those employees to ensure their role, skills
and development opportunities remain suitable and
appropriate for their circumstances so that they
can continue and progress in their employment with
the Group.

The Group interacts with its employees through

the appropriate levels of management and seeks
employees’ opinions about the Group’s operations and
behaviour through internal feedback and staff surveys.
The 2015 staff survey showed overwhelmingly that

our employees are proud to work for Crest Nicholson.
In addition, the Group operates an all-employee
Sharesave scheme and, as awhole, 62% of our
employees are in one or more years of the scheme.

The Delivering Professional Excellence appraisal
system continues to ensure that allemployees have
the opportunity to learn and grow within their roles.
In May 2015 the Group was proud to launch its Site
Management Academy, a programme designed to
create future site managers, build managers and
production directors.
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NOMINATION COMMITTEE REPORT

It has been a positive year for the Nomination
Committee as we have worked towards meeting our
self-imposed targets from last year. This includes a
continued focus on succession planning, coaching and
formal talent development, in line with the Group’s
wider response to training, skills and coaching.

| would like to thank the Committee members,
including long-term member Malcolm McCaig who
stepped down at the AGM on 19" March 2015, for their
valuable contributionin all these areas. | would also
like to take this opportunity to welcome Sharon Flood
asa Committee member and look forward to working
with both herand Pam Alexander as we strive towards
our key aims for the coming year, which are outlined in
the report below.

Jim Pettigrew
Chairman of the Nomination Committee

COMMITTEE MEMBERSHIP AND MEETINGS

The Committee is made up of:
Jim Pettigrew (Chair]

Sharon Flood

Pam Alexander

Following her appointment to the Board, Sharon Flood
became a member of the Committee. There were no other
changes to the membership of the Committee, with Pam
Alexander and Jim Pettigrew (as Chair] continuing their
membership throughout the period. Jim will chairall
meetings unless they relate to the appointment of his own
successor. Inaccordance with the UK Code all members of
the Committee are Independent Non-Executive Directors.

The Committee met formally twice during the year
(details of attendance are set out on page 73). However,
anumber of informal meetings, conference calls and
discussions took place between Committee members
generally, and with search consultants and potential
candidates throughout the recruitment process for a new
Non-Executive Director.

The Group Chairman and Chief Executive may attend
meetings of the Committee, by invitation. The Committee is
supported by Kevin Maguire (Group Company Secretary).

Jim Pettigrew
Chairman of the Nomination Committee

KEY INITIATIVES THISYEAR

— Selectionand induction process for Sharon Flood.
— Succession planning and talent development.

— Externally facilitated Board evaluation.

— Senior management training and coaching.

—> Formalised annual business plan for the
Committee’s work.

—> Approval of the 2015 Corporate Governance plan.

Responsibilities and terms of reference

Reviewing structure, size and composition of
the Board.

Carrying out a wide-ranging search for potential
candidates, and preparing appropriate job
specifications when seeking new Board members.

Ensuring appropriate induction for new Directors.
Making recommendations in respect of the re-election
of Directors retiring by rotation, continuation in office
and the appointment of Directors to other offices.
Conducting performance evaluation of Directors,
Non-Executive Directors and senior management as
appropriate.

Succession planning.

Resolving Directors’ conflicts of interestissues.

{a
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Looking ahead

The Committee’s key aims for nextyear are to:

Continue with talent development and succession
planning projects.

Monitor the implementation of the Board evaluation
recommendations.

Approve the 2016 Corporate Governance plan.

Board appointments

During the year Sharon Flood was appointed to

the Board afterarigorous selection process. The
Committee used an external search consultancy,
Norman Broadbent, to identify possible candidates.
Norman Broadbentis a signatory to and supports

the Voluntary Code of Conduct for executive search
firms and has no affiliation with Crest Nicholson. The
firm was given a mandate setting out skill areas that
would maintain and enhance Board effectiveness. A
list of candidates from a range of backgrounds was
prepared and the Committee agreed a shortlist to be
interviewed. Following a number of meetings between
members and prospective candidates, the Committee
went on to recommend Sharon Flood's appointment as
a Non-Executive Director of the Board. Sharon Flood
will formally stand for election at the AGM to be held on
17t March 2016.

Director induction and development

On appointment, all Non-Executive Directors are
provided with a detailed and tailored induction
programme. During the year Directors receive
technical, regulatory and operational updates at Board
meetings to ensure they are kept abreast of the key
issues affecting the business. In addition, as part of the
annual effectiveness review, all Directors are asked if
they have specific training requirements. All Directors
have access to advice from the Group Company
Secretary and independent professional advisors,
atthe Group's expense, where thisis required in the
course of their duties.

74 Board effectiveness

75 Shareholdersand stakeholders
@ Nomination Committee report
79 Auditand Risk Committee report

77

84 Directors’ remunerationreport
101 Compliance and other disclosures

During the year Sharon Flood joined the Board. Upon
appointment Sharon received a tailored induction
programme, which consisted of the following:

Aninduction pack - providing information on recent
Board and Committee activities, the Company’s
constitution and details of the Corporate Governance
framework under which we operate.

Audit and Risk Committee - as Sharon was succeeding
Malcolm McCaig as Chair of the Audit and Risk
Committee it was important that she had access to key
information about the Committee, including its annual
plan, terms of reference, recent activity and focus for
theyear.

Sharon had the opportunity to meet members of

the Executive Management Team and other senior
managers - meetings were held with all members

of the Executive Management Team as well as the
Group Internal Auditor and Group Business Process
Improvement Director. These provided Sharon with the
opportunity to understand each individual's position,
role and history with Crest Nicholson.

Ongoing development - our annual Board programme
facilitates the ongoing development of our Non-
Executive Directors through regulardivisional

board presentations, site visits, updates on specific
areas such as Health, Safety and Environment, and
the business’s approach to emerging longer-term
challenges and opportunities.
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Diversity

During the year the Committee continued a
workstream to develop diversity in the boardroom
and throughout the business. Having reviewed
the Group's position against the market and our
industry, our existing Equal Opportunities Policy was
revised to make the Group’s approach to diversity
and equality more explicit. Information on our
new Equality and Diversity Policy is available on
our website: www.crestnicholson.com/investor-
relations/corporate-governance/values-and-
behaviour#EqualOpportunities.

The Committee believes in encouraging diversity of
business skills and experience; recognising that these
existacross all age groups, geographic areas, cultural
backgrounds and gender. While genderisrightly a
regular Board topic, the Committee and Board believe
that the debate is much wider. It therefore remains a
key feature of the Committee’s work. We recognise
the fundamental significance of this aspect of diversity
and acknowledge the role that people with the right
skills and experience of either gender can playin the
boardroom. Female representation on the Board s
now at 33%. The Group’s training and recruitment
strategy plays a pivotal role inincreasing gender
diversity. For further information on the Group's
gender profile please see page 48.

Succession planning

Board succession remains a key agenda item for the
Committee. In order to ensure that the Group continues
to benefit from the right balance of experience at the
most senior levels, the Committee developed and
implemented a succession planning framework for
timely identification of potential successors. The
approachis being carried through into succession
planning for the wider senior management team.
The Committee continued to review the work of

the Talent Review Group in implementing a formal
programme to identify and develop emerging talent
within the business.
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Election and re-election of Directors

Sharon Flood will submit herself for election as
Non-Executive Director at the AGM to be held on 17t
March 2016. In accordance with the UK Code, all other
Directors will also submit themselves for re-election.
Following the evaluations of individual Director and
overall Board performance, the Committee confirms
that the Board has the appropriate balance of skills,
experience, independence and knowledge, and that
shareholders should support the election and re-
election of the Directors. Individual profiles for each
Director can be found on pages 68 to 69.

The letters of appointment of all Non-Executive
Directors are available for inspection at the Company’s
registered office during normal office hours. Copies
will be available at our 2016 AGM. AlLNon-Executive
Directors are appointed for aninitial term of three
years, following which the Company will review

the appointment and if satisfied recommend their
re-appointment for a further three years. More
information on the Non-Executive Directors current
letters of appointment can be found on page 96 within
the Directors’ remuneration report.
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AUDIT AND RISKCOMMITTEE REPORT

This is my first report as Chair of the Audit and Risk
Committee, having joined the Board in April 2015.

| am pleased to report that the Committee has had
avery busy year fulfilling its responsibilities and
assisting the business to operate within a well-
managed framework of risk management and control,
in line with the recent developments of the UK Code.

This reportdescribes the Committee’s main activities,
including the work that went into preparing our Viability
statement and details of an independent assessment of
ourrisk management framework and internal controls
to ensure they meet the standards required in the
revised UK Code.

During the year the Committee worked to ensure

the integrity of the Group's financial statements,
including formalannouncements in relation to financial
performance. The Committee also sought to ensure the
smooth transition of the external auditor following the
appointment of PricewaterhouseCoopers LLP (PwC).

As part of its work the Committee received regular
reports from the Group's internal audit function and
monitored the implementation of recommendations,
providing guidance and challenge where appropriate.
Additionally, the Committee reviewed the content and
application of relevant Group policies for related-party
transactions, non-audit services provided by the external
auditor, bribery and corruption, and whistleblowing.

I would like to thank my fellow Committee members
for their supportduring the year. Afullaccount of the
Committee’s activity is provided on pages 80 to 83.

Sharon Flood
Chair of the Audit and Risk Committee

KEY INITIATIVES THIS YEAR

—> Assessed the Company’s prospects and reviewed and
recommended to the Board an appropriate period for
the longer-term Viability statement.

— Oversawanindependent review of the Group's risk
management framework and key internal controls.

— Reviewed the effectiveness and scope of the Group’s
internal audit function and how this fits within the
Group's overall risk management framework.

— Oversaw the transition between external auditors.

Sharon Flood Chair of the Audit and
Risk Committee

Responsibilities and terms of reference

The Committee’s terms of reference set out its
role and the authority delegated to it by the Board.
The Committee’s key responsibilities are
summarised below.

Financialreporting

Monitoring the integrity of the Group’s financial
statements and any formalannouncements relating to
its financial performance.

Reviewing significant financial reporting judgements
contained in the financial statements and
announcements.

External audit

Considering the scope of the statutory audit of
the annualand consolidated accounts, including
monitoring and reviewing the effectiveness of the
audit process.

Advising on the appointment of the external auditor;
reviewing and monitoring the auditor’s independence
and objectivity, including the extent of any non-audit
services provided by the external auditor.

Internal control

Reviewing the effectiveness of the Group’s system of
internal control, internal audit and risk management
systems.

Reviewing the Group’s procedures for detecting
fraud, its systems and controls for the prevention of
bribery, and the adequacy and effectiveness of the
Group's anti-money laundering systems and controls.
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COMMITTEE MEMBERSHIP AND MEETINGS

The Committee is made up of:
Sharon Flood (Chair], Jim Pettigrew, Pam Alexander

During the year Malcolm McCaig resigned from the Board
and therefore stepped down as Chair of the Committee.
Malcolm was succeeded by Sharon Flood, who was
appointed to the Board on 15t April 2015 and chaired the
Committee for the remainder of the year. There were

no other changes to the membership of the Committee,
with Pam Alexander and Jim Pettigrew continuing their
membership throughout the period. In accordance with the
UK Code, allmembers of the Committee are Independent
Non-Executive Directors.

In consideration of the year under review, the Board is
satisfied that both Sharon Flood and Jim Pettigrew have
recentand relevant financial experience as required

by the UK Code. Sharon Flood is a qualified Chartered
Management Accountant and has extensive financial
management experience, most recently holding the
position of Group Chief Financial Officer at Sun European

SIGNIFICANT ACCOUNTING ISSUES

As partofitsrole the Committee considers the suitability
of accounting policies and the appropriateness of the
judgements and estimates that have been applied by
management. Our accounting policies can be found in
Note 1to the consolidated financial statements and the
significantissues considered by the Committee are set
out below.

Margin forecasting and recognition

As part of its oversight of significant accounting
policies, the Committee has continued to consider

the Group’s approach to profit recognition. As further
explainedin Note 1 to the consolidated financial
statements, the approach to profit recognitionis driven
by the forecasted project margin (based on actualand
forecast sales prices and build costs), which drives the
profit recognised on completed sales and supports
the carrying value of the remaining work in progress.
This demands regular assessment of assumptions in
relation to sales prices and build costs.

The external auditor reports to the Committee on the
work they have carried out during the year, including
testing management’s controls over reviewing and
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Partners LLP (aninternational private equity investment
advisory firm}, and prior to this Finance Director of John
Lewis department stores. Jim Pettigrew is a qualified
Chartered Accountant and the President of the Institute of
Chartered Accountants of Scotland. He has held a number
of commercial finance roles, including Treasurer and
Deputy Chief Financial Officer for Sedgwick Group plc and
Chief Financial Officer for ICAP plc.

The Committee met three times during the year (details of
attendance are set out on page 73). The Group Chairman,
Chief Executive, Group Finance Director and other senior
personnel attend by invitation. The Group internal auditor
and external auditor also attend each meeting by invitation
and meet with the Committee at least once a year without
Executive Management.

The Committee is supported by Kevin Maguire (Group
Company Secretary).

updating selling prices and cost forecasts; as well as
comparing management’s estimates of sales prices
and build costs to actual sales prices and cost trends.

The Committee has challenged managementandis
satisfied that the controlsin place are appropriate.

Inventory may not be valued at the lower of
cost and net realisable value (NRV)

Inventory is the most significant item on the balance
sheet. Inventoryis held at cost and therefore, due to
the cyclical nature of the housing industry, there is
arisk thatthe NRV (selling price less costs to sell)

of the inventory is lower than cost and held at the
incorrectvalue. This is of particularimportance for any
undeveloped land and sites trading unprofitably or with
arisk of trading unprofitably, where there is a greater
risk that NRV will be below cost.

Management ensures that where any sites have
low or negative margins, appropriate and sufficient
provisions are made.

The Committee is satisfied that the internal controls
in place ensure the effective assessment of inventory
carryingvalues.
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Valuation of ‘other financial assets’ - shared
equity loans

Asin prioryears, anotherimportant area of focus

has been the valuation of shared equity loans granted
under schemes such as Easybuy and Homebuy Direct.
As fully explained in Note 12 to the consolidated
financial statements, shared equity loans are classified
as available-for-sale assets under the International
Financial Reporting Standards. Such assets are
required to be held at fairvalue in the statement of
financial position. The carrying value of Easybuy and
Homebuy loans is based on a number of assumptions,
such as the timing and value of the recoverable
amounts and the discount rate. In the absence of
suitable information on actual market prices to use as
avaluation basis, management has adopted a valuation
model, which forecasts cash flows and then discounts
atasuitable rate to estimate current fair value.

The external auditor has reviewed the valuation model’s
assumptions for reasonableness and consistency.

Management confirmed to the Committee that the
approach had been applied consistently during the
currentyear and none of the Committee’s other
enquiries, nor the external auditor’s work, identified
any errorsorinconsistencies that were materialin the
context of the financial statements as a whole.

Financial reporting

Management confirmed to the Committee that they
were not aware of any material misstatements made
intentionally to achieve a particular presentation. The
external auditor reported to the Committee that they
found no material misstatements in the course of their
work. The Committee confirms that it is satisfied that
the external auditor has fulfilled their responsibilities
with diligence and professional scepticism.

After reviewing the presentations and reports from
management and consulting with the external
auditor where necessary, the Committee is satisfied
that the financial statements appropriately address
the critical judgements and key estimates (both in
respect to the amounts reported and the disclosures).
The Committee is also satisfied that the significant
assumptions used for determining the value of assets
and liabilities have been appropriately scrutinised and
challenged, and are sufficiently robust.
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Viability statement

Inlight of the recent developments to the UK Code, the
Committee specifically considered the prospects of
the Group, and made arecommendation to the Board
foran appropriate period over which the Group’s
prospects should be assessed. Our longer-term
Viability statement can be found on page 61 within our
Principalrisks and uncertainties section.

At the request of the Board, the Committee has
considered whether, inits opinion, the annual
integrated report and accounts was fair, balanced
and understandable, and whether it provides the
information necessary for shareholders to assess
the Group’s performance, business model and
strategy. The Committee is satisfied that, taken as
awhole, the annualintegrated reportand accounts
is fair, balanced and understandable. In forming
this opinion the Committee considered whether the
annualintegrated reportand accounts:

e provided a comprehensive review of the Group’s
activities and strategy

e reflected appropriate events over the year and
acknowledged the issues the Group faces

¢ highlighted the continuation of positive growth

e accurately described the market and key risks
faced by the Group

¢ included both the key positive and negative points.

81
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During the year, the Committee:

Reviewed and approved

Its terms of reference, independence and
financial literacy

Amendments to accounting policies

Statutory accounts for the year ended 31stOctober
2014, together with the related representation letter
and going concern statement

The half-year results together with related public
announcements

Theinternal audit planfor 2015/16

The externalauditor’s plan and approach for the FY15
statutory audit

Internal audit reportsin relation to build costs, costs
to completion and operational commencement. The
Committee also monitored the implementation of
recommendations arising frominternal audit reviews

The policy on the use of the external auditor for
non-audit services

The whistleblowing policy, anti-bribery and other
associated policies.

The Committee also oversaw:

The transition of external auditor from KPMG LLP

to PwC, and reviewed and approved PwC’s ongoing
independence and remuneration in relation to the audit
for the financial year ending 315t October 2015.

Anindependentassessment of the Group’s risk
management framework, control environment and
sources of assurance to inform the Committee and
Board on the adequacy of the Group’s control and
assurance activities in mitigating key risks.

EXTERNAL AUDITOR

Lastyearwe advised that KPMG LLP and its
predecessor firms had held the position of external
auditor for many years. Following a formal external
auditor tender process, the Board recommended the
appointment of PwC to its shareholders for approval at
the AGM in March 2015. We are pleased to confirm that
shareholders approved the appointment of PwC as the
new statutory auditor for the Company and the Group.
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During the year PwC underwent a thorough induction
tothe business, which included a number of transition
meetings with Group and divisional management. This
has enabled PwC to build a detailed understanding of
our business, our performance and our aspirations.

Non-audit services

During the year PwC did not provide any non-audit
services to the Group. However, PwC provided advice to
the Trustees of the Crest Nicholson Group Pension and
Life Assurance Scheme (the Group’s defined benefit
pension scheme) in relation to the employers covenant,
and this advice was paid for by the Group, as agreed
between the Trustees and the Group as employer for
the scheme. In addition, PwC provides audit services
tothe Group’s defined benefit pension scheme and

the fees associated with these services are met by the
assets of the scheme. For further information see
Note 3 to the consolidated financial statements.

Where non-audit services are to be provided by PwC,
both the Group and PwC will ensure robust processes
arein place to prevent auditor independence from
being compromised. The Group operates a strict
policy on the provision of non-audit services which has
recently been updated soitis aligned with the new EU
regulatory framework on statutory audit.

Effectiveness review

The Committee is responsible for overseeing the
effectiveness of the external auditors and this is
principally carried out by way of an annual review of
audit effectiveness at the conclusion of the year-end
audit, usually around February. This was PwC's first
audit cycle and a review of their effectiveness will be
carried outin Spring 2016, the outcome of which will
be reported to shareholders in nextyear’s integrated
annualreportand accounts.

The Committee has informally considered PwC'’s
position throughout the year and confirm that PwC
have a good understanding of the business and its
values and are a strong team providing supporton
technical matters, where necessary.

RISKMANAGEMENT AND
INTERNAL CONTROL

The Committee is responsible for reviewing the
effectiveness of the Group’s internal controls and risk
management systems. The Committee also reviews
and approves the statements to be included in the
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annualintegrated report concerninginternal controls
and risk management.

The Board as awhole oversees the Group’s control
framework ensuring clearly defined processes,
andisresponsible for determining the nature and
extent of the principal risks itis willing to accept
toachieve its strategic objectives. Itis the role of
management to implement and take day-to-day
responsibility for Board policies on risk management
and internal control. However, the Board retains
overall responsibility in this area and needs to satisfy
itself that management has understood the risks,
implemented and monitored appropriate policies and
controls, and is being provided with timely information
sothatit can discharge its own responsibilities in

this regard.

The Board has carried out a robust assessment of the
principalrisks facing the Group and how those risks
affect the prospects of the Group.

Foran overview of the principal risks and the Group’s
approach to their mitigation and management, please
see the Principal risks and uncertainties section on
page 61.

Independent risk management and internal
control review

During the year the Board commissioned an external
review of the risk management framework and key
controls thatare in place within the business.

The objective of the review was to provide the Board
with anindependent assessment of the processes
through which risks are identified and of the adequacy
of the existing controls and assurance activities in
mitigating key risks.

Adescription of our risk management and internal
control framework is set out below.

Key themes arising from the review:

e Therisk managementstructureinthe businessis
sound and operates effectively.

e Controlactivities were identified forall risks
contained on the Group risk register.

e Where areas of improvement were identified, which
primarily related to increasing the consistency of
approach across different business divisions, a plan
of action has been putin place and will be a key focus
for the Board during 2015/16.
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Risk management and internal
control framework

The risk management framework consists of risk
assessments made at both divisionaland Group level. At
divisional level each management board will undertake
aregularassessment of its exposure to financial,
operational and strategic risks and the measures that
have been putin place to manage those risks. The
significant risks highlighted within each divisional
management team are incorporated into the Group risk
register, which is produced by the Executive Management
Team and reviewed and monitored by the Committee and
the Board. Riskisaninherent considerationinall strategic
and operational planning and the Board specifically
considersrisk as part of its annual strategy review. If key
issues do arise during the year they are escalated to the
Executive Management Team for resolution.

The Committee approves the internal audit programme,
including the scope for each review to be undertaken
during the year, and monitors the implementation of any
recommendations. The Committee receives regular
reports from the internal audit function, which identifies
risk and assesses the relevantinternal controls to
ensure they suitably match the risks and that the
controls are appropriately designed and operating as
intended. The Committee also considers the internal
control recommendations raised by the external auditor
during the course of the external audit and the Group's
response to dealing with such recommendations.

The Group’s system of internal controls is designed to
manage, rather than eliminate, the risk of not achieving
business objectives and can only provide reasonable,
and not absolute, assurance against material
misstatement or loss.

Whistleblowing

The Committee is responsible for the Group’s
arrangements in relation to whistleblowing and for
ensuring clear procedures are in place to allow its
employees to raise concerns, in confidence, about
possible wrongdoing in financial reporting or other
matters. The policy encourages employees to report
any concerns or malpractice and helps facilitate an
open and honest working environment.

During the year it was agreed that the services of

an external provider will be employed for making
notifications under the whistleblowing policy. The
existing procedure of internal escalations will remain,
and will be encouraged, but employees now have
access toanexternal service if needed.
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DIRECTORS’ REMUNERATION REPORT

On behalf of the Board | am pleased to present our
2015 Directors’ remuneration report. This year we
have again included an ‘at a glance’ section to support
ease of understanding of the interaction between

policy and our in-year remuneration.

We welcomed Sharon Flood to the Committee during
the year following her appointment to the Board, and
Sharon’s skills, knowledge and experience will be
extremely helpful to the Committee going forward.

The role of the Remuneration Committee is to ensure that
the Group’s remuneration strategy drives performance
andis aligned to its strategic objectives of delivering
long-termvalue to its shareholders and customers by
maximising profit before tax (PBT); maintaining growth

in line with the Group’s target of 4,000 units per annum by
2019; and focusing on quality, service and delivery.

The Committee believes in the importance of

having a clear link between the performance of the
Company and how our Directors and senior executives
areremunerated. This is demonstrated by the
remuneration policy outcomes on page 92 showing
that variable pay makes up nearly half of Executive
remuneration when the Group is on target.

I'm delighted to say that the Group produced an
excellent operational resultin 2015. However, we were
disappointed that delivery delays primarily due to
supply chainissues meant that we were not a 5-star
rated housebuilder during the year and this had an
impact on the bonus awards made in respect of the
year, reducing them by 15% for the Executive Directors.
The Group continues to strive to regain its 5-star status
and the Committee intends to continue with this metric
within the Directors’ bonus scheme, as well as bonus
schemes throughout the Group.

KEY INITIATIVES THIS YEAR

— Further engagement with shareholders.

—> Commissioned and considered a report to
benchmark the remuneration of our Directors
and senior employees.

— Challenge and determination of 2015 awards.
— Continued our popular Sharesave scheme in 2015.

— Setincentive plan measures and targets for 2016.

Jim Pettigrew
Chairman of the Remuneration Committee

Forthe 2016 year, we intend to maintain the same
metrics of growth in PBT per share, and return on
capital employed (ROCE] for our Long-Term Incentive
Plan (LTIP) awards as they continue to represent key
strategic priorities and are clear and transparent
metrics. In respect of the annual bonus we also intend
to leave the scheme broadly unchanged, other than
anincreaseinthe level of additional profit required to
reach the next bonus threshold, to increase the relative
challenge of the target. We also intend to reflect on the
recent Government changes to pension saving, and
ensure these remain appropriate for Directors.

While keeping in mind the importance of pay linked

to performance, the Committee understands that to
recruit, retain and motivate employees, fixed elements
of pay, notably base salary and benefits, must be in

line with what would be paid at another company of a
comparable size, complexity and geography. As part of
the ongoing monitoring of these elements, New Bridge
Street, our remuneration advisor, was asked to provide
abenchmarking report covering senior management
for the Committee to ensure that our remuneration
package remains competitive. As a result of this no
substantive changes were made to Directors’ salaries
or benefits. However, the Committee has applied the
overall annual salaryincreases in the business (3% for
employees generally, 2.5% for senior employees) to
the Directors in light of market trends and the overall
financial performance of the Group.

The Committee will continue to keep Executive
remuneration arrangements under review during 2016
to ensure that they continue to align with the Group’s
strategy, and engage with shareholders on Executive
remuneration matters to ensure that our policy is
operatedin their long-term interests. We will also be
considering whether any changes are appropriate to
our remuneration policy before itis voted on again by
shareholdersin 2017.

Jim Pettigrew
Chairman of the Remuneration Committee
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REMUNERATION AT AGLANCE

The table below provides a high-level summary of Crest Nicholson’'s remuneration framework for
Executive Directors.

Basesalary

Annual bonus

Long-Term
Incentive Plans

Shareholding
requirement

Recruitment
and loss of
office

The Committee
Considering

yourviews

2015single
figure

Our remuneration policy
Approved at 2014 AGM

Base salary set by reference to
similarrolesinagroup of other
UK housebuilders. Inflation-
related increases to reflect wider
workforce.

Maximum bonus opportunity of
125% of salary.

At least half our measures based
ononeor more financial metrics.

33% of bonus deferred into shares.

Maximum opportunity of

300% of salary with normal
maximum awards of 150% of
salarybased on set performance
measures.

Minimum shareholding
levels of:

e CEO:five timessalary
e GFD: twotimessalary.

Recruitment policy focused on
recruiting the right people but not
overpaying.

Loss of office policy focused
on not rewarding failure and
maintaining an equitable
outcome forthe Group.

Remunerationin 2015
Inline with approved policy

Stephen Stone: £527,959.
Patrick Bergin: £295,610.

2015 bonus based on PBT (85%) and
customer service (15%).

Performance against targets
resulted in bonuses of 102% of
salary. 2015 targets disclosed in
thisreport.

Introduction of recovery provisions.
Awards granted of 150% of salary.

Performance conditions over three
years of average ROCE and increase
in PBT pershare.

Introduction of recovery provisions.

Both Executive Directors have
met their minimum shareholding
requirement.

Full details of Directors’
shareholdings are set out on
pages 94 to 95.

Mr McCaigresigned as Non-
Executive Director at the 2015 AGM.

Ms Flood joined as Non-Executive
Director and Chair of the Auditand
Risk Committee from 1t April 2015.

No payments were made outside
of the policy orinrespect of loss
of office. Full details are set out on
page 96.

Remunerationin 2016
How we intend to implement our
policyinthe comingyear

2.5% increase.
Stephen Stone: £541,158.
Patrick Bergin: £303,000.

2016 bonus scheme to be based on
PBT of 85% and customer service
of 15%.

2016 targets to be disclosedin the
2016 remuneration report.

Recovery provisions apply to
cash element.

Awards to be granted of 150% of
salary.

Performance conditions over
threeyears of average ROCE and
increase in PBT pershare.

Recovery provisions apply to the
award.

No change to the minimum
shareholding requirement.

Remuneration will be set for new
Non-Executive Directors as they
are appointed.

During the year the Committee met on four occasions. Full details of the Committee’s activities can be found on

page 99.

Ourannualreporton remuneration was strongly endorsed by ourinvestors, with a 98.6% vote in favour at the 2015
AGM. Our 2014 remuneration policy received a 95% vote in favour. Ongoing shareholder engagement took place in
theyearto furtherunderstand and seek to address shareholder concerns in future decisions.

Further details are provided in our Statement of consideration of shareholder views on page 91.

Patrick Bergin: £663,458.

Stephen Stone: £1,223,380.
See page 92.

See page 92.
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Directors’ remuneration policy

Our remuneration policy for Executive Directors was
approved by shareholders at our AGM on 20" March
2014.To comply with the Corporate Governance
Code 2014 our remuneration policy was updated

to introduce recovery (clawback] for variable pay
components: annual bonus, deferred bonus plan
and the LTIP effective for awards made from 2015

{a

bonus, this applies to payments made in 2016 in
respect of 2015 performance. The circumstances
under which withholding (malus) provisions may be
applied under LTIP and deferred bonus plans have
also been extended for future awards. The Group’s
currentremuneration policy is produced below
forinformation.

onwards. Inthe case of the cash element of annual

Element

Base salary

Feesfor Non-
Executive
Directors

Benefits

Link to strategy

Help recruit, motivate and
retain the best peopleinthe
marketplace.

Recognise individuals’
experience, responsibility
and performance.

Reflect the time
commitmentand
responsibilities of
theroles.

To provide a competitive
level of benefits and
encourage the well-being
and engagement

of employees.

Operation (including maximum opportunity)

Salaries are normally reviewed annually with changes effective from 15t January
taking into account personal performance, company performance, inflation and
earnings forecasts and the state of the marketplace generally.

Base salaryis set with reference to similar rolesina group of UK housebuilders.
Where appropriate, comparators from other sectors may be considered as part of the
benchmarking process.

The exact positioning of salary depends on a variety of factors, including the specific
nature of the role (particularly where this is not directly comparable to roles

outside the Group), individual experience and performance, cost of living increases,
inflation, Group performance and market practice in other UK housebuilders or other
comparator group considered.

Anew Director may be appointed at a salary that is less than the prevailing market
rate butincreased in the year subject to satisfactory performance. The Committee
may alsoincrease a Director’s salary should there be a change in the scope of their
role; the complexity of the business or market, or the size/value of the business that
the Committee believes justifies a further adjustment of salary.

Feesarereviewed on anannual basis, taking into consideration market practice,
and are set with reference to sector, FTSE 250 and general Non-Executive Director
benchmarking data as appropriate.

Feesare approved by the Board upon a recommendation from the Executive
Directors.

Non-Executive Directors’ fees are paid in cash and are not performance related.
There are no benefits orincentive schemes for Non-Executive Directors.

Core benefits include:
e private medicalinsurance
- family cover
e company car or car allowance
e income protection
e personalaccidentinsurance

e lifeassurance

e annual health check

e holiday and sick pay

e professionaladvice in connection
with their directorship, if required.

The costof these benefitsvaries over time depending on their cost in the market.
Where the Company offers a flexible benefits approach (where the value of one
benefit may be exchanged for another) to employees generally, a Director would have
the option to participate.

The Company may also operate share incentive plans, including Sharesave, SIP and
HMRC tax-approved all-employee schemes from time to time, and other than all-
employee schemes where Directors would be entitled to participate, the Committee
will determine any participation by a Director. These benefits are not provided to Non-
Executive Directors. However, where the Company is able to provide any benefits to
aNon-Executive Director with their meeting the cost (but at the Group’s negotiated
rate), the Company may do so.

Benefits are designed to be competitive and are reviewed from time to time against
market practice with any appropriate changes being made. Where a new benefitor
benefit structure is introduced for employees of the Group generally or changed
intheyearas part of the benefit programme offered to employees generally, the
Committee would expect toinclude the Directorin such benefit change or provide
equivalent compensation but notin such a way that would disproportionately increase
aDirector’s overall remuneration package.



Crest Nicholson Annualintegrated report 2015 87

Q Governance

66 Introduction 74 Board effectiveness EA) Directors  remuneration report
68 Board of Directors 75 Shareholdersand stakeholders 101 Compliance and other disclosures
70 Group Chairman’sintroduction 76 Nomination Committee report

71 Board leadership 79 Auditand Risk Committee report

Performance framework

The Committee considers and sets appropriate individual Director salary levels each year having regard to the factors noted in the
salary policy. Salary is not linked to specific financial or non-financial performance measures.
No withholding or recovery provisions apply in relation to salary.

Fees are set by reference to the policy element.
No withholding or recovery provisions apply in relation to fees.
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Element

Pension

Annual
bonus

Deferred
bonus plan

Long-term
Incentive
Plan (LTIP)

Share
options

Minimum
shareholding
requirement

Link to strategy

Provide retirement planning
and protection to employees
and their families during
theirworking life.

Rewards individuals on
achievement of pre-defined,
Committee-approved
corporate financial
objectives linked to the key
goals of the Company.
Motivates employees
towards superior
performance andin sodoing
improves the performance
of the businessin
specifically targeted areas.

Deferred element
encourages longer-term
shareholding and links
partof the annual bonus
payments to the further
success of the Company and
shareholders’ interests.

Incentivises long-term
shareholdervalue creation.
Drives and rewards
achievement of key long-
term Company objectives
over which participants have
line of sight.

Certain share options were
granted to Directors prior
to the Company’s IPO and
vested on admission.

Encourages

long-term commitmentand
alignment with shareholder
interests.

{a

Operation (including maximum opportunity)

Directors may participate in the Crest Nicholson defined contribution pension
scheme, orwhere deemed appropriate to receive cash in lieu of all or some of such
benefit. This may be changed during a financial year, and would be reported within the
next Directors’ remuneration report.

Currently, Stephen Stone receives a 24.5% cash supplement in lieu of pension benefit
and Patrick Bergin receives a pension contribution equal to 15% of salary. Where
aDirectorreceives contributions to their pension scheme by the Company, the
Company may offer the Director an opportunity to elect to contribute up to 5% of
their bonus to that pension and receive a further matching contribution of up to

5% from the Company.

The annual bonus scheme participation levels (including maximum opportunities)
are determined by the Committee on an annual basis, and payments are determined
by the Committee following the end of the year based on performance against the
metrics set.

The maximum bonus opportunity is capped at 125% of salary for Directors, with on-
target performance receiving 50% of salary and performance below target receiving
no payment. Two-thirds of the bonus is paid in cash (non-pensionable), with the
remaining one-third deferred as conditional share awards for up to three years. See
deferred bonus plan element.

One-third of annual bonus will be deferred and made into the grant of conditional
share awards or nil-cost options (the ‘deferred share awards’), which vest after up
to three years from grant. This applies to bonuses earned in respect of the 2013/14
financialyearand subsequent financialyears. For bonuses earned in respect of
performancein the 2012/13 year, deferral will be for one year. Amounts equivalent to
any dividends or shareholder distributions may be made in respect of deferred share
awards atvesting if the Committee so determines.

LTIP awards may take the form of nil-cost options, conditional share awards, or
restricted shares at the discretion of the Committee. LTIP awards vest on the third
anniversary of grant subject to the performance measure and provided the Director
remains in office with the Company.

The maximum award level under the plan rules for the LTIP is 300% of salary.
Executive Directors have received awards of 300% of salary for the first LTIP grant
following admission to the London Stock Exchange. However, the Committee’s
intention is for award levels to be at a maximum of 150% of salary for all future
awards, with the Committee retaining the flexibility to make awards up to the 300%
capinexceptional circumstances, including, for example, recruitment.

Awards currently take the form of nil-cost options. Amounts equivalent to any
dividends or shareholder distributions may be made in respect of awards at vesting if
the Committee so determines.

These options do not have performance criteriaand were made pursuant to the
Company’s managementincentive plan when it was a private company.

Alloptions arevested on IPO and are exercisable.

Executive Directors are required to retain a significant shareholding, which may be
built up over a period of five years from the later of February 2013 or the date they
become aDirector.

Deferred share awards under the deferred bonus plan may be counted towards
meeting the guideline.
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Performance framework

Performance is assessed using financial and non-financial measures by the Committee at its discretion. At least half of the bonus will be
linked to one or more financial metrics. All non-financial metrics will be based on relevant operational, business or personal objectives.

The measures used for the 2015 year are set out on page 94, and the measures used in subsequent years will be disclosed in the report
for thatyear.

The Committee may, in exceptional circumstances, amend a bonus awarded (regardless of other performance criteria) if the Committee
believes thatitdoes not properly reflect overall business performance or anindividual’s contribution.

No clawback or recovery provisions apply in relation to the cash element of any bonus awarded in respect of performance prior to 2015.
The cash element of awards made in respect of performance from 2015 onwards will be subject to recovery provisions for two years from
paymentin the event of misconduct, material misstatement of accounts, material failure of risk management, material breach of health
and safety or environmental regulations, serious reputational damage arising from awardholders’ misconduct, errorin calculation or
events thatare similarin nature or outcome to those above.

Withholding ([downwards adjustment] provisions apply under the deferred bonus plan as set out below.
Deferred bonus thereafter affected by movementin the Company’s share price.

Deferred share awards are subject to withholding (adjustment downwards) at the Committee’s discretion in event of misconduct,
material misstatement of accounts, material failure of risk management, material breach of health and safety or environmental
regulations, serious reputational damage arising from awardholders’ misconduct, errorin calculation or events that are similarin
nature or outcome to those above.

Awards vestin proportion to the weighting placed against the performance measure with each measure operating individually and all
measured over the same three-year period. The Committee currently uses PBT as 50% of the measure and ROCE for the remaining 50%.

The PBT measure is based on annualised nominal cumulative PBT growth per share and the ROCE measure is based on average ROCE,
in both cases measured over the three-year period. The Remuneration Committee reviews the measures, their relative weightings and
targets prior to each award and makes changes asis deemed appropriate. Regardless of achievement of the performance condition, the
Committee has discretion to withhold (adjust downwards) LTIP awards where performance does not support full vesting.

The currentuse and split of PBT and ROCE are considered to be appropriate measures to incentivise operating discipline and returns for
shareholders. The specific performance targets are set with the aim of setting stretching targets which incentivise and reward improved
performance.

LTIP awards are subject to withholding (downward adjustment) at the Committee’s discretion in the event of a material misstatement of
accounts, material failure of risk management, material breach of health and safety or environmental regulations, serious reputational
damage arising from awardholders misconduct. From 2015, misconduct, errorin calculation or events that are similarin nature or
outcome to those above have been added. For LTIP awards granted in 2015 onwards, recovery (clawback) may also apply if such an event
occurs within 2 years of an award vesting orin the case of an option, when it first becomes exercisable.

Allawards have vested and will be satisfied by the Company upon exercise. No reduction, clawback or recovery provisions apply in
respect of shares acquired on exercise.

Minimum shareholding levels for Executive Directors are a minimum of five times salary for the CEO and a minimum of two times salary
forthe GFD.
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Other aspects of our remuneration policy

We summarise below our approved policy for the
recruitment or termination of the appointment of an
Executive Director. Our full policy, including details

of our treatment of each element of remuneration in
these scenarios, is available on our website at
https://www.crestnicholson.com/investor-relations/
corporate-governance/remuneration-policies.

Recruitment remuneration - a summary
of our policy

The Committee’s approach to recruitment
remuneration for an external appointmentis to take
account of thatindividual's remuneration package

in their prior role, the market positioning of the
package, and their skills and experience. However,
the Committee will not pay more than necessary to
facilitate the recruitment of that individual and, where
appropriate, the Committee will obtain external
benchmarking or professional guidance from its
remuneration advisors.

The ongoing salary, annual bonus and incentive
opportunities for an individual recruited would be in
line with the policy as for other Executive Directors.
However, the Committee reserves the right, where
the applicable plan rules permit, to use its discretion
to make a payment or award to an individual that does
not fall within any of the elements set outin the policy.
Further, any remuneration arrangements specifically
established for the recruitment of an individual would
be no more generous in terms of quantum than the
awards that the individual had forfeited at a previous
employer.

The Committee will only make such payments under
such discretionwhere it believesitisin the best interests
of the Group and its shareholders, and will make full
disclosure of the arrangements and the rationale behind
themin the subsequent remuneration report.

Loss of office —a summary of our policy

The Committee firmly believes that there should be

no reward for failure, and will take into account the
individual circumstances of any termination, including
the reason, contractual obligations and incentive plan
rules when considering any loss of office scenario.
Although the Committee has reserved the right to
apply discretion in exceptional circumstances to make
a payment to an Executive Director outside the scope
of the loss of office policy, the Committee is firmly

{a

against rewards for failure and such discretion would
not be used to make additional ex-gratia payments to
departing Directors.

Such discretion would only be used for payments
made in good faith in relation to very specific legal
circumstances, such as in the discharge of an existing
legal obligationin respect of salary, benefits and
other contractual entitlements, damages for breach
of obligation, and a settlement or compromise of

any claim arising in connection with the termination
of a person’s office or employment. In any event the
Committee will only make such payments where it
considersittobeinthe bestinterests of the Group
and its shareholders, with full disclosure of any such
payments in the following year’s remuneration report.

Our approach to discretion - in full

Incentive plans, including annual bonus, LTIP and
deferred bonus plan, will be operated in line with

the rules of each scheme or plan together with any
relevant laws and regulations. However, itis important
that the Committee retains appropriate discretion (as
is customary) over the administration and operation of
the incentive plans.

Discretion willinclude, butis not limited to, the
followingin relationto incentive schemes:

e whoisinvited to participate or receive grants
of awards

e thesizeandtiming of award grants or payments

e discretion required when changes or adjustments
arerequired in special circumstances (e.g. change
of control, rights issues, special corporate or
dividend events, or change in business strategy)

e theannualreview of performance measures and
weighting, and targets for the annual bonus and
incentive schemes (including LTIP) from year to year

* the determination of vesting (or payment], and the
treatment of leavers and vesting for leavers

e theannualreview of performance measures and
weighting, and targets for incentive plans over time

e aspermitted by HMRC and other regulations, in
respect of Sharesave and any share incentive plans.

Inrelation toincentive schemes, including annual
bonus and LTIP, the Committee may adjust
performance targets and/or measures if these have
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ceased to be appropriate, provided that such adjusted
targets or measures will not be materially less difficult
to satisfy. Any use of the above discretions would,
where relevant, be explained in future remuneration
reports and may, as appropriate, be the subject of
consultation with the Group’s major shareholders.
Additional clarification in respect of the use of
discretioninrespect of recruitment and loss of office
policies are included in the section above and were
published on our website in March 2014 in response to
feedback from investor relations groups.

Remuneration policy for other
employees —in full

Our remuneration policy applies specifically to the
Group’s Executive and Non-Executive Directors.

The Committee believes thatitis appropriate for

the reward of all members of the Group’s senior
management to be linked to the Group’s performance
and aligned with the growth of shareholder value.
Inview of this, the long-term incentive scheme for
Executive Directors cascades throughout Crest
Nicholson’s senior management, at a reduced
opportunity level commensurate with the seniority and
level of responsibility of participants.

Senior managers also participate inan annual bonus
scheme with specific performance targets linked to
their area of responsibility and their business unit’s
performance. Below this level, incentive schemes
are operated for management and non-management
employees, with opportunities and performance
conditions varying between business unit and by role.

We seek toalign all our employees with the
performance of the Group, and allemployees are
eligible to participate in the Crest Nicholson Sharesave
scheme (SAYE). Take-up under this scheme in 2013
was 63%,39% in 2014 and 33% in 2015 across the
Group, and taking employees as a whole, this means
that 62% of our employees are in one or more years

of the scheme demonstrating the commitment our
employees have to the success of the business.

Statement of consideration of employment
conditions elsewhere in the Group - in full
When making remuneration decisions for Executive
Directors, the Committee considers the wider
economic environment and conditions within the
Group. In particular, the Committee is sensitive to
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pay and employment conditions across the wider
workforce and carefully considers the broader
employee salaryincrease budget when making reward
decisions for Directors - for example, in awarding
employees generally a 3% increase for 2016, with
senior employees, including the Executive Directors,
receiving anincrease of 2.5%.

The Committee considers wider industry
benchmarking materialin the context of monitoring
its overall position on Director and employee pay. The
Group carries out periodic employee engagement
surveys that provide employees with the opportunity
to share their view on a number of employment-
related areas, including their remuneration. However,
it has not consulted with employees in respect of its
Directors’ remuneration policy.

Statement of consideration of
shareholderviews

Dialogue with prospective shareholdersin the
lead-up to the Group’s IPO was an intrinsic part of

its success and underpinned our remuneration
policy. The share incentive and bonus schemes were
designed with simplicity and shareholder preference
in mind, and we received no adverse comment from
shareholders about our proposed plans/schemes.
We have continued our dialogue with shareholders
during the year, and have had no adverse comments
from shareholders about our policy or remuneration
payments. Further information about shareholder
views is set out in our statement of voting at Annual
General Meeting on page 100.

Illustration of application of
remuneration policy

The composition and structure of the remuneration
package for Executive Directorsin three performance
scenariosis setoutinthe chartson page 92. These
show that the proportion delivered through long-
term incentivesisin line with our policy and changes
significantly across the performance scenarios. As
such, the package promotes the achievement of long-
term performance targets and drives the alignment
of Executive Directors and shareholders’ interests.

It should be noted that the charts show what could be
earned based on the remuneration policy as set outin
the table on pages 86 to 89 and will be different to the
values shown in the single figure table on page 92.
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Illustration of application of remuneration policy: Graphs

Stephen Stone Patrick Bergin

Maximum £2194k  Maximum 31% 31% £1.216k
Target 51% | 20% £1,383k Target 50% | 20% £761k
Minimum 100% [EaWAIYS Minimum (00NN £382k
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B Fixed HBonus LTIP B Fixed HEBonus LTIP

Key and assumptions

Minimum: Fixed remuneration consisting of currentannualised salary, pension (plan contribution or cash supplement) and benefits.
Target: Fixed remuneration as detailed above, plus 50% of salary as target bonus opportunity, plus vesting of 50% of the maximum LTIP award.
Maximum: Fixed remuneration together with the maximum annual bonus opportunity, and vesting of 100% of LTIP award.

Share price movement, dividend accrualand share options that have vested but notyet been exercised are excluded.

ANNUAL REPORT ON REMUNERATION

Single total figure of remuneration (audited)

The table below sets out 2015 remuneration for Executive and Non-Executive Directors. Notes that assist the
understanding of the matters in the following table are set out thereafter.

Salary Incentive Total Salary Incentive Total
£000 andfees' Benefits? Bonus® plans* Pension® 2015 andfees' Benefits? Bonus® plans* Pension® 2014
Executive
Stephen Stone 526 30 539 - 129 1,223 513 30 644 - 126 1,313
Patrick Bergin 294 23 302 - 4Lh 663 287 24 361 - 43 T4
Non-Executive
William Rucker 140 140 140 140
Jim Pettigrew 60 60 60 60
Pam Alexander 50 50 50 50
Sharon Flood 32 32 N/A N/A
Malcolm McCaig 19 19 50 50

1. Salaryandfees: The salaryfigure showninthetable above reflects the actual salary or fees paidin the financial year and may reflect periods at different
basicsalaries. Where salaries are adjusted for benefits which are provided via salary exchange, such salaries are quoted as the gross figure disregarding
the effect of salary exchange.

2. Benefits: The figure shownincludes car benefit, private medicalinsurance, group income protection, personal accident, life assurance and an annual
health check.

3. Annualbonus: Bonus expected to be awarded foryear under review, including any amounts due to be deferred.

Incentive plans: Thisreferstoincentive awards thatvested or first became exercisable in the relevant year.

5. Pension:Salarysupplement 24.5% inrespect of Stephen Stone; employer pension contribution of 15% via salary exchange inrespect of Patrick Bergin.

~

Annual bonus targets and outcomes

The table at the top of page 93 sets out the 2015 targets and outcomes relating to the annual bonus figures shown
inthe single figure in the table above. The Committee was satisfied that these payments fairly reflected Group
performance in the year.
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We stated inthe last remuneration report that we would disclose the 2015 bonus targetsin our report and these
are set out below:

Performance required Payout level for measure

(Maximum payout level

Measure Threshold On-target Maximum Actual for measure)
PBT £144.3m £144.3m £154.3m £154.0m 82% (85%)
Customer Service 90% 90% 90% 86.6% 0% (15%)

Asliding scale was set for the measure in respect of the year, applying to the CEO and GFD in the same way. No
bonus would have been paid for failing to meet target, with a bonus of 50% of salary being payable on meeting the
PBT target, with incrementalincreases of 10% of salary for every £1.25 million in excess of the PBT targetand an
overall 15% reduction of bonus associated with customer service.

The customer service metric selected was an average of at least 90% in the NHBC Customer Satisfaction

Score published by NHBC in respect of completions during the four quarters from July 2014 to June 2015, those
customers being surveyed in the months following those quarters. The threshold required to be a ‘5-star’ builder
under the HBF national survey of house buildersis 90% and the Directors are targeted with achieving that status.

Afull breakdown of the bonus payments and deferralis set out below:

Total Paidin cash Deferred as shares

£ % of salary’ £ % of bonus £ % of bonus

Stephen Stone 538,518 102 360,807 67 177,711 33
Patrick Bergin 301,522 102 202,020 67 99,502 33

1. Calculated basedonsalaryat31st October 2015.

The Committee believes that the bonus payments in respect of the year are supported by performance, reflecting
the strongincrease in profit over target but also taking into account customer service performance.

The cash element of bonuses paid in respect of the 2015 year will be subject to recovery provisions for two years
in the event of misconduct, material misstatement of accounts, material failure of risk management, material
breach of health and safety or environmental regulations, serious reputational damage arising from misconduct,
errorin calculation, or events that are similarin nature or outcome to those above. Share awards granted under
the deferred bonus planin respect of 2015 will be subject to withholding provisions for three years from grant on
the same basis. Inall cases recovery and withholding provisions are exercisable at the Committee’s discretion.

Scheme interests awarded during the financial year (audited)

Executive Directors were invited to participate in the Long-term Incentive Plan in 2015. An award of 150% of salary
was made to Executive Directorsin accordance with our remuneration policy.

The following table sets out the 2015 awards granted to Executive Directors under the LTIP.

Number Facevalue % of Performance Performance

Award Type of shares ofaward' salary condition period

Stephen Stone Performance Nil-Cost 178,083 £791,935.10 150 50% PBT growth Threeyears
options 50% average ROCE (1/11/14-31/10/17)

Patrick Bergin Performance Nil-Cost 99,711 £443,414.82 150 50% PBT growth Threeyears
options 50% average ROCE (1/11/14-31/10/17)

1. Facevalue calculated based on the closing middle market share price of 444.7 pence on 26th February, the day before the grant.
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Vesting schedule for 2015 awards

Threshold Target Maximum
Measure 25% vesting of that measure  50% vesting of that measure 100% vesting of that measure
PBT (50%): Cumulative annual nominal 18% 20% 22%
growth in profit before tax per share over
threeyears
ROCE (50%): Average return on capital 24% 26% 28%

employed overthree-year period

Total pension entitlements (audited)

Executive Directors are eligible to participate in the Crest Nicholson Pension Plan, a defined contribution
arrangement, and Patrick Bergin isa member of the plan. Stephen Stone does not participate in the plan and
receives cashin lieu of pension benefit. In respect of ongoing pension benefit, Stephen Stone receives a salary
supplement of 24.5% of salary in lieu of pension (£128,824 in 2015). Patrick Bergin receives pension contributions of
15% of salary (£44,161.25in 2015) subject to personal contributions of 5% of salary, contributed via salary exchange.

The Group has a closed defined benefit pension scheme (‘DB Scheme’), which was closed to new members in 2001
and closed to future accrualin 2010. Stephen Stone is a member of the DB Scheme but crystallised his retirement
benefits during the year. As such, Stephen Stone no longer has any prospective benefits under the DB Scheme.

Directors’ shareholdings (audited)

Share ownership plays a key role in the alignment of our Executives with the interests of shareholders, and helps
to maintain commitment over the longer term.

Our remuneration policies require our Executive Directors to build up and maintain a significant shareholding
in Crest Nicholson of five times salary in the case of the CEO and two times salary in the case of the GFD. Both
exceed their shareholding requirements.

Directors’ shareholdings at the end of the financial year

The table below sets out the number of shares held or potentially held by Directors (including their connected
personswhere relevant] as at 315t October 2015. There have been no changes to Directors’ interests between
315t October 2015 and 26" January 2016.

Shareholding (excluding options)

Totalshare  Shares held, including asapercentage of salaryand

interests at connected persons  Outstanding share awards share price of 544.0 pence at
Measure 31st October 2015 at31st October 2015 at31st October 2015 31st October 2015
Stephen Stone 5,039,061 4,067,603 971,458 4,191%
Patrick Bergin 1,463,329 916,362 546,967 1,686%
William Rucker 3,685,447 3,685,447 N/A N/A
Jim Pettigrew 25,000 25,000 N/A N/A
Pam Alexander N/A N/A N/A N/A

Sharon Flood N/A N/A N/A N/A
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Executive Directors’ scheme interests at the end of the financial year

Stephen Stone
Outstanding Outstanding Market

share options/ shareoptions/  Market price at Date

awards at awardsat priceon Exercise exercise Gain exercisable
31stOctober Date of 31st October award price /vesting receivable orcapable Expiry
Scheme 2014 grant Granted Exercised Lapsed 2015 (€) (€) (€) (E000)  ofvesting date
LTIP 535,800 8thMarch 535,800 2.80 Nil 8th March 7th March
2013 2016 2023
SAYE 3,643 22nd May 3,643 3.09 2.47 1st August  31stJuly
2013 2016 2023
DBP! 54,170  14th Feb 1,694 55,864 3.81 Nil  4.3525 243.1 14thFeb  13th Feb
2014 2015 2024
LTIP 202,894  14thFeb 202,894 3.81 Nil 14thFeb  13thFeb
2014 2017 2024
SAYE 3,260 15th July 3,260 3.44 2.76 1st August  31stJuly
2014 2017 2024
LTIP 27thFeb 178,083 178,083 4.45 Nil 27thFeb  26thFeb
2015 2018 2025
DBP 27thFeb 47,778 47,778 4.45 Nil 27thFeb  26thFeb
2015 2018 2025

Patrick Bergin
Outstanding Outstanding Market

share options/ shareoptions/  Market price at Date

awards at awardsat priceon Exercise exercise Gain exercisable
31st October Date of 31st October award price /vesting receivable orcapable Expiry
Scheme 2014 grant Granted Exercised Lapsed 2015 (£) (£) (€) (E000)  ofvesting date
LTIP 300,000 8thMarch 300,000 2.80 Nil 8th March 7th March
2013 2016 2023
SAYE 3,643 22nd May 3,643 3.09 2.47 1st August  31stJuly
2013 2016 2023
DBP! 30,330  14thFeb 949 31,279 3.81 Nil  4.3525 136.1 14thFeb  13thFeb
2014 2015 2024
LTIP 113,602  14th Feb 113,602 3.81 Nil 14thFeb  13th Feb
2014 2017 2024
SAYE 3,260  15th July 3,260 3.44 2.76 1st August  31stJuly
2014 2017 2024
LTIP 27th Feb 99,711 99,711 4.45 Nil 27thFeb  26th Feb
2015 2018 2025
DBP 27thFeb 26,751 26,751 4.45 Nil 27thFeb  26thFeb
2015 2018 2025

1. Duringtheyear, underthe rules of the plan, the Committee exercisedits discretion to award additional sharesin respect of dividend distributions made
toshareholders since the Date of Grant. These additional awards were calculated based on the closing middle market share price of 353.5 pence on
14th March 2015and 323.9 pence on 26th September 2015, the record date for the respective dividend payments, and reflects the monetary amount that
would have been paid tothem as shareholders had their options been exercised.

Notesto the tablesabove

= The DBPandSAYE do not have any performance criteria attached tothem. The LTIP do have performance criteria attached to theminaccordance with the
remuneration policy set out on pages 86 to 89.

= Whereanexercisepriceisnil,anominal £1is due tothe Companyupon each exercise.

= Therewerenoawardsthatvested or became capable of first exercise during the year and which had not been exercised.
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Loss of office payments or payments to past Directors (audited)
There have been no payments for loss of office or payments made to past Directors during the year.

Directors’ service contracts and letters of appointment
Details of Directors’ service contracts and letters of appointment are set out below:

Notice
Date of current Date elected or Paymentin lieu (Executive/
contract re-electedat AGM of notice Pension Company)

Stephen Stone 12th February 2013 19th March 2015  Salaryand benefits 24.5% cash allowance 6 months/12 months
Patrick Bergin 12th February 2013 19th March 2015 Salary 15% pension contribution émonths/12 months

Executive Directors also receive life assurance, private health insurance, income protection, a company car
benefit of £1,000 per month and a fuel allowance of £1,200 per year.

Details of the service contracts and letters of appointmentin place as at 315! October 2015 for Directors are as follows:

Firstappointment Date of current letter Date elected or Unexpired term
Measure toBoard of appointment re-elected at AGM of appointment
William Rucker 13th September 2011 12th February 2013 19th March 2015 3months!
Jim Pettigrew 11th February 2013 11th February 2013 19th March 2015 3months’
Pam Alexander 5th December 2011 12th February 2013 19th March 2015 3months!
Sharon Flood 1st April 2015 18th March 2015 N/A 2years, 5months

1. The Companywill be renewing these letters of appointment for a further three-yearterm fromthe 11th and 12th February 2016.

Performance graph and table

The graph below illustrates the Company’s total shareholder return performance relative to the constituents of the FTSE
250 Index (excluding investment companies) from the start of conditional share dealing. This index has been selected
because the Companyisamemberand we believe itis an appropriate comparator index. The Company formally joined
thatindex on 24t June 2013. The graph shows the performance of a hypothetical £100 invested over that period.

Total Shareholder Return
300
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200
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100
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Total Shareholder Return (Rebased)

February 2013 October 2013 October 2014 October 2015

—CrestNicholson ~ —FTSE 250 (Excl. Investment Trusts)

This graph shows the value, by 31st October 2015, of £100 invested in Crest Nicholson on 12th February 2013 (the date of listing),
compared with the value of £100 invested in the FTSE 250 Index [excluding investment trusts) on the same date.

Source: Datastream (Thomson Reuters)
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Change in CEO remuneration

The table below sets out total CEO remuneration for
2015 and prioryears, together with the percentage of
maximum annual bonus awarded in that year and the
percentage of maximum Long-Term Incentive Plan
vested in that year.

£000 2015 2014 2013 2012 2011 2010 2009
CEO total 1,223 1,313 14,1102 1,043 979 809 528
remuneration
Annualbonus- 82% 100% 100% 80% 76% 0% 0%
% of maximum
Incentive plan  N/A® N/A® 100% 100% N/A N/A  N/A

award - % of
maximum

1. Althoughabonuswas paidin2010equalto50% of salaryandincluded in
the remuneration figure above for that year, there was no bonus scheme
in place and the bonus payment was discretionary.

2. Thetotal CEOsalaryand benefitsremunerationinthe 2013 year was
£1,274,507 before inclusion of incentive plan shares and options
includedin the 2013 figure above.

3. Noincentive plansvested orendedin 2014 or 2015.

Percentage change in CEO remuneration

The table below sets out the percentage change between
2014 and 2015 for salary, benefits and annual bonus

for the CEO compared with employees generally.

To ensure the comparability of these figures, and to
minimise distortions, the employee group used for
comparison does notinclude employees who joined or left
employment during the comparison periods or who had
been promoted. This seeks to avoid artificially increasing
ordecreasing the comparison by employee changes and
is the methodology applied in past remuneration reports.
The change in benefitsin the year reflects a reductionin
cost butnotareduction in actual benefit provided.

CEO Employees
Salary 2.6% 2.9%
Benefits (0.3%) (0.3%)
Annual bonus (16.4%) (8.9%)

Relative importance of spend on pay

The table below shows how staff remuneration costs
compare to distributions made to shareholders in
2015and 2014. The table holds data for all employees,
including those who have been promoted in the year,
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had salary changes, are new starters, or received
incentive-based remuneration, as well as pay in respect
of individuals who leftin the year but had some service.

The changeinspendon payintheyearisduetoa

number of factors, principally the growth in headcount,
increases to pay generally (including specific market-rate
adjustments) and an improved financial performance
leading to higher annual bonus payments. The level of
distributions to shareholders has also increased and will
continue todo soin line with our dividend policy.

The measures shown above are those specified by the
applicable disclosure requirements. Total spend on
pay, including all employees, is as set outin Note 4 to
the accounts.

2015 2014 Change Change
£m £m £m %
Total spend on pay 48.3 39.1 9.2 24
Distributions to 417 267 15 56

shareholders by way of
dividend and share buyback

STATEMENT OF IMPLEMENTATION
OF REMUNERATION POLICY IN THE
FOLLOWING FINANCIAL YEAR

In 2016 the Committee intends to implement the
Executive and Non-Executive Director remuneration
policies as follows:

Base salary

Executive Directors

The Committee has determined the following 2016 base
salaries, effective from 1t January 2016. The increases
areinlinewith increases given generally across the
Company (2.5% for senior employees; 3% for employees
generally) and are based on consideration of industry
and market trends in the context of cost of living indices
and the overallfinancial performance of the Group.

1st January 2016 1st January
salary 2015salary Change
Stephen Stone £541,158 £527,959 2.5%
Patrick Bergin £303,000 £295,610 2.5%

97
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Non-Executive Directors
Non-Executive Director fees for 2016 will be as follows:

2016 fee 2015 fee
William Rucker £140,000 £140,000
Jim Pettigrew £60,000 £60,000
Pam Alexander £50,000 £50,000

Sharon Flood £50,000+£5,000in
respect of role as
Chair of Auditand

Risk Committee

£50,000+£5,000in
respect of role as
Chair of Audit and
Risk Committee

Where Non-Executive Directors are appointed during the
year, the level of fees will be set in line with our current
framework. We may also introduce additional fees for
the role of Committee Chair if deemed appropriate.

Pension and benefits

The Committee is mindful that the Government has
made a number of changes in the last year to the rules
and allowances around pension saving, and the Group
will be addressing the implications of these during the
forthcoming year. This may resultin changes to the
pension provision for Executive Directors.

However, at present Stephen Stone will continue to
receive a 24.5% cash supplementin lieu of pension
benefitand Patrick Bergin will receive a pension
contribution equal to 15% of salary.

During 2015 the Company introduced flexible benefits
for allemployeesincluding Executive Directors. This
includes the ability to buy or sellannual leave. Flexible
benefits will also be operatedin 2016.

Other benefits are expected to remain unchanged.

Annual bonus

The annual bonus scheme for 2016 will be in line with
ourremuneration policy - capped at 125% of salary
and subject to PBT and customer service performance
measures. These measures are the same asin 2015
and reflect specific financial and operational targets
that relate to the delivery of the Group’s overall
business strategy and performance.

2016 measure Weighting for both CEO and GFD

PBT 85%

Customer satisfaction 15%

{a

The specific targets for the 2016 year are considered
to be commercially sensitive. However, the Committee
intends to disclose these retrospectively in nextyear’s
remuneration reportto the extent that they do not
remain commercially sensitive.

In 2015, inrespect of the PBT element, 50% of salary
was awarded for hitting target, with an additional 10%
of salary for every £1.25m of profit in excess of target.
The Committee has decided to increase the additional
threshold from £1.25m to £1.3m for 2016, which adds a
greater degree of challenge.

One-third of annual bonus will be deferred and made
as conditional share awards or nil-cost options

under the deferred bonus plan, which will vest or

first become exercisable three years from the date of
grant. The (undeferred) cash element of bonuses paid
inrespect of the 2016 year will be subject to recovery
provisions for two years in the event of misconduct,
material misstatement of accounts, material failure of
risk management, material breach of health and safety
orenvironmental regulations, serious reputational
damage arising from misconduct, errorin calculation,
or events that are similarin nature or outcome to
those above. Awards under the deferred bonus plan
inrespect of 2016 will be subject to withholding
provisions for three years from grant on the same
basis. In all cases recovery and withholding provisions
are exercisable at the Committee’s discretion.

Long-Term Incentive Plan

Our LTIP continues to be a substantive method of
remuneration that underpins the long-term success of
the Company. The Committee intends to make awards
underthe LTIP to Executive Directorsin 2016, in line
with our remuneration policy, as set out on pages 86

to 89, and such awards will be at 150% of salary.

The performance measures for these awards are
unchanged from those granted in 2015 and are based
equally on growth in PBT per share and ROCE as
independent measures. The table below summarises
the rationale for these measures.

2016 measure Rationale

Growthin PBT
per share

The use of this metric underpins the
Company’saimtoincrease profitability

Return on capital
employed

The use of this metric underpins the
Company’s aim to work efficiently and to
maximise returns for shareholders
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The 2016 vesting schedule is set out below with straight
line vesting between these points:

Threshold Target Maximum
25% 50% 100%
vesting vesting vesting
of that of that of that
Measure measure measure measure
PBT (50%): Cumulative 16% 18% 20%
annualnominal growth
in PBT per share over
threeyears
ROCE (50%): Average 26% 28% 30%

returnon capitalemployed
overthree-year period

The Committee has considered the measures, the
performance levels and other conditions, such as
withholding and recovery provisions, carefully. It

has sought to establish challenging but achievable
targetsin order to maximise return for shareholders,
having taken into account the feedback received and
the requirements of the 2014 Corporate Governance
Code. LTIP awards are subject to withholding
(downward adjustment] at the Committee’s discretion
in the event of a material misstatement of accounts,
material failure of risk management, material breach
of health and safety or environmental regulations,

or serious reputational damage arising from award
holders’ misconduct. From 2015, misconduct, error
in calculation or events thatare similarin nature
oroutcome to those above were added. For LTIP
awards granted in 2015 onwards, recovery may also
apply if such an event occurs within two years of an
award vesting orin the case of an option, when it first
becomes exercisable.

Remuneration Committee

The Remuneration Committee comprises three
independent Non-Executive Directors. Members and
attendance in the year are setout in the table below:
Jim Pettigrew holds 25,000 shares in the Company,
acquired during 2014 on the open market.
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Eligible Meetings
Committee member Position meetings attended
Jim Pettigrew Chairman 4 4
Pam Alexander Member 4 4
Sharon Flood Member 2 1
Malcolm McCaig Member 2 2

(resigned 19t March 2015)

In 2015 the meetings of the Committee covered the
following key areas:

e benchmarking of senior management remuneration

e consideration and approval of the 2015 LTIP and 2015
Sharesave scheme

e determination of the 2015 LTIP grant level and targets
e determination of 2015 bonus awards

e determination of 2015 annual salaryincreases for
the Group

e consideration of structures and measures for
the 2016 annual bonus, including recovery and
withholding across variable pay components

e consideration of shareholder feedback following the
2015 AGM

e engagementwith shareholders on remuneration
matters.

Advisors

The Committee regularly consults with the Chief
Executive on matters concerning remuneration, and
the Group Company Secretary acts as Secretary to the
Committee; neither are present when their own reward
is determined.

External advice was received in the year from New
Bridge Street (total fees £15,595). The Committee
appointed New Bridge Street (an AON Hewitt Company)
following a competitive selection processin FY14 to
replace PwC due to their appointment as the Company’s
statutory auditor, effective 15t November 2014. New
Bridge Streetis a member of the Remuneration
Consultants’ Group, which operates a code of conduct
inthe UK.

The Committee is satisfied that the advice received
by New Bridge Street in relation to Executive
remuneration matters during the year was objective
and independent.
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The Group also uses a division of AON, AON Risk Solutions, in connection with the placement of surety bonds and
guarantees. The Group does not pay AON Risk Solutions directly, who are remunerated by relevant insurers. In
addition, the Group uses a division of AON Hewitt for certain pension scheme advice; during the year the Group
paid fees of £10,170 in respect of such advice.

The Committee believes that this in no way affects New Bridge Street’s independence.

Statement of voting at Annual General Meeting
The table below sets out the votes received for the 2014 Directors’ remuneration reportat the 2015 AGM.

Sharesvoted In favour Sharesvoted Against Votes
in favour % against % withheld
Directors’ remuneration report 183,187,121 98.62 2,572,293 1.38 62,345

The strong vote in favour of our remuneration policy (95%) at the 2014 AGM reflects the investor view that our
remuneration framework for Executive Directors is appropriate for our business and our future strategic
ambitions; thisis also supported by ongoing dialogue with major shareholders. The Committee was also further
encouraged by votes in favour of our 2014 remuneration report at 98%.

The Committee has continued to consider comments received in prior years concerning LTIP awards and targets
in formulating 2016 metrics.

Inthe yearthe Group engaged with some of its largest institutional shareholders concerning governance issues,
including remuneration. The Chairman of the Group and/or Chairman of the Remuneration Committee met

with shareholders and the feedback received was positive, which supported the strong vote in favour of our
remuneration report.

Approval
This reportand policy was approved by the Board of Directors on 26" January 2016 and signed on its behalf by

Jim Pettigrew
Chairman of the Remuneration Committee

{a
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COMPLIANCE AND OTHER DISCLOSURES

Directors’ report

The Directors’ report for the year ended 315t October
2015 comprises pages 66 to 103 together with other
sections of the report as referenced below:

e afulldescription of the activities of the Group,
including performance, important events affecting
the Group in the year, indicative information in
respect of the likely future developments in the
Group’s business, and matters relating to research
and development, can be found in the Strategic
reporton pages 8to 64.

e the Group’'s exposure to credit risk, liquidity risk,
market risk and interest rate risk is commented in
the notes to the consolidated financial statements on
pages 134 to 136.

Inaccordance with the UK Financial Conduct Authority’s
Listing Rules, LR 9.8.4c, the information to be included in
the annualreportand accounts, where applicable, is set
outinthe Directors’ report.

Articles of Association

The Articles of Association regulate the internal
affairs of the Company and cover such matters as
Board and shareholder meetings, the appointment
and replacement of Directors, the powers and duties
of Directors, borrowing powers, and the issue and
transfer of shares. The Articles of Association of

the Company are available from the Registrar of
Companiesinthe UK, Companies House or on request
from the Company. The Articles of Association can be
amended by special resolution of the shareholders.

Powers of Directors

Subject to the provisions of relevant statutes and

the Company’s articles of association, the Directors
may exercise all the powers of the Company whether
relating to the management of the business or not.

Share capital

At 315t October 2015 the Company had issued share
capital of 251,661,200 ordinary shares of £0.05. During
the period 229,887 ordinary shares in the Company
were issued as follows:

e 167,536 sharesunderthe terms of the
Company’s deferred bonus plan

e 55,779 shares under the terms of the
Company’s LTIP

e 6,572 shares underthe terms of the Company’s
SAYE scheme at prices between 247 pence and
276 pence.

Rights attaching to shares and restrictions
on transfer

Subject to the provisions of relevant statutes, and
without prejudice to any rights attached to any existing
shares or class of shares:

e anyshare may be issued with such rights or
restrictions as the Company may by ordinary
resolution determine or, subject to and in default of
such determination, as the Board shall determine

e inanygeneral meeting, ona show of hands, every
member whois presentin person shall have one
vote, and on a poll every member presentin person
or by proxy shall have one vote for every share of
which they are the holder.

e thereare nospecificrestrictions on transfer of
shares, other than where these are imposed by
laws or regulations. The Company is not aware of
any arrangements between shareholders that may
resultinrestrictions on the transfer of securities or
voting rights.

Power toissue or buy back own shares

At the AGM held in March 2015 the Company’s
shareholders delegated the following powersin
relation to the issue or market purchase by the
Company of its shares:

e authority to allot sharesin the Company up toan
aggregate nominal amount of £4,190,554 and this
standard authority will expire on 30t April 2016 or at
the conclusion of the next AGM, whicheveris earlier

e authority to make market purchases of its own
shares up to a maximum aggregate number of
25,143,331 and this standard authority will expire on
19th September 2016 or at the conclusion of the next
AGM, whicheveris earlier.

The Directors will seek to renew the authorities at

the AGM to be held on 17" March 2016. At 315t October
2015 the Company’s Employee Benefit Trust (EBT)

held 139,813 ordinary shares in the Company for the
purposes of satisfying awards under the Company’s
share and incentive plans. The EBT has waived rights to
adividend now and in the future.
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At 22" January 2016 the following percentage
interests in the ordinary share capital of the Company,
disclosable under the Disclosure and Transparency
Rules (DTR 5), were notified to the Directors.

% of issued share capital

Standard Life Investments 12.14%
Threadneedle Investments 11.76%
Legal & GeneralInvestment Mgt 3.96%

Profits and dividends

The Group’s consolidated profit after taxation for the
financial year ended 315t October 2015 was £124.1m
(2014: £98.8m). The Directors propose to pay a
dividend of 13.3 pence for the year ended 315t October
2015, which, together with the interim dividend of 6.4
pence per share paid in October 2015, brings the total
dividends for the year to 19.7 pence (2014: 14.3 pence).

Election and re-election of Directors

The Board may appoint any person to be a Director (so
long as the total number of Directors does not exceed
the limit prescribed in the articles). Any such Director
shall hold office until the next AGM and shall then be
eligible for election.

All current Directors submit themselves for either
election orre-election atthe AGM to be held on

17t March 2016. The Board confirms that, following

the appointment of Sharon Flood in the year and

the evaluations of individual Director performance

and Board performance as awhole, the Board

has the appropriate balance of skills, experience,
independence and knowledge, and the Company should
supportthe election and re-election of the Directors.

Directors’ indemnities

Itisthe Company’'s practice to indemnify its Directors
and Officers to the extent permitted by law and the
Articles of Association against all costs, charges,
losses, expenses and liabilities incurred in connection
with any negligence, default, breach of duty or trust
and any other liability incurred in the execution of their
duties. In addition, the Company maintains Directors
and Officers’ liability insurance for the Directors and
Company Secretary.

Policies and procedures

Policies and procedures, including operating and
financial controls, are detailed in policies and
procedures manuals. There are strict approval
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processesin relation to the acquisition of land, and

the commencement of development projects and all
sites go through a rigorous approval and assessment
process at Group level. The Group operates a

range of compliance, ethical and equal treatment
policies. The Group also operates a whistleblowing
policywhere Directors, management and staff can
reportin confidence any concerns they may have of
malpractice, financialirregularity, breaches of any
Group procedures, or other matters. The policy details
the appropriate lines of communication and includes
access toan external provider. The arrangementsin
place are reviewed by the Audit and Risk Committee.
The Group operates and maintains a number of policies
and procedures to prevent bribery and corruption,
including an Anti-Bribery and Corruption Policy, a Gifts
and Entertainment Policy and guidance around bribery
risk areas. The Group also undertakes appropriate
training in relation to these policies.

Central functions

Strong central functions support the Board, Executive
Management Team and divisional businesses. These
functionsinclude, among others, Legaland Company
Secretarial, Group Finance, Human Resources, Health
and Safety, Sustainability, IT and Marketing. Each central
function contributesinits areato ensure compliance,
oversight, supportand education with the relevant legal
and regulatory requirements. In addition, the principal
treasury-related risks, decisions and control processes
are managed by the Group Finance function.

Essential contracts

The Group does not have any contracts thatare
considered alone to be essential to the business of the
Group. The Group does on occasion make significant
purchases of goods and services in a particular
discipline from a sole supplier where this is necessary
for efficiency, practicality or value. However, it does so
only after a detailed tender or appropriate selection
process and in the context of the level of risk such sole
supply might bring.

Change of control

The Company has in place a number of agreements
with its lending banks, joint venture partners,
government authorities (such as the HCAJ and
customers, which contain certain termination
rights that would have effect on a change of control.
The Directors believe these agreements to be
commercially sensitive and consider that their
disclosure would be seriously prejudicial to the
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Company; accordingly, they do not intend disclosing
specific details of these. In addition, all the Company’s
share schemes contain provisions that, in the event of a
change of control, would resultin outstanding options
and awards becoming exercisable, subject to the rules
of the relevant schemes. There are no agreements
between the Company andits Directors or employees
providing for compensation for loss of office or
employment that occurs because of a takeover bid.

Greenhouse gas emissions report

2014
Globalgreenhouse 2015 1stNovember 2013
gas (GHG) 1st November 2014 to31st October
emissions data to 31st October 2015 2014
Scope 1 emissions 5,027 4,479
(tCOze)
Scope 2emissions 2,134 1,983
(tCO2e)
Scope 1and 2 2.68 3.02
combined

emissions intensity!
(tC0O2e/1,000 sq ft)

1. Normalised by 2,667,403 sq ft -which comprises the sum of both full
and, in proportion, partial build complete delivery during the financial
year 2015 (1st November 2014 to 31st October 2015). In 2014 we delivered
2,143,032 sq ft.

Definitions applying: 'Emissions’ means emissions into the atmosphere of a
greenhouse gas as defined in section 92 of the Climate Change Act 2008(a),
which are attributable to human activity. Tonne of carbon dioxide equivalent’
has the meaning given in section 93(2) of the Climate Change Act 2008.

Methodology

We have reported on all the emission sources required
under the Companies Act 2006 (Strategic reportand
Directors’ reports) Regulations 2013. These sources fall
within our consolidated financial statements. We do not
have responsibility for any emission sources that are not
included in our consolidated financial statements.

This is the third year for which we have reported on the
GHG emissions associated with our construction sites.
Forour operational joint ventures we have included
GHG emissions from our own site compounds for the
parts of the sites we are developing, and the homes
delivered by ourselves.

In 2015 we received consumption data for 82% of our
homes completed and have extrapolated to cover
allhomes completed in the 2015 financial year. Site
consumption data was audited against utility bills.

74 Board effectiveness

75 Shareholdersand stakeholders
76 Nomination Committee report
79 Auditand Risk Committee report

84 Directors’ remunerationreport
ECompliance and other disclosures

We have used the Greenhouse Gas Protocol Corporate
Accounting and Reporting Standard (revised edition)
and emission factors from the UK Government’s GHG
Conversion Factors for Company Reporting 2015.

Verification statement by Verco
Advisory Services

Verco Advisory Services Ltd has reviewed Crest
Nicholson’s GHG calculations using the World Resources
Institute (WRI) and World Business Council for Sustainable
Development (WBCSD) Greenhouse Gas Protocol: A
Corporate Accounting and Reporting Standard.

Based onits review of Crest Nicholson’s GHG
emissions inventory for 1st November 2014 to
31stOctober 2015, Verco has determined that thereis
no evidence that the GHG assertion is not materially
correct. Furthermore, Verco finds no evidence that
Crest Nicholson's assertionis not a fairand accurate
representation of Crest Nicholson’s actual emissions.

Verco finds that the information submitted by Crest
Nicholson is consistent with the WRI/WBCSD GHG
Protocol’'s methodology and reporting guidance,
and conforms to generally accepted GHG accounting
standards.

Disclosure of information to the auditor

The Directors who held office at the date of approval
of this Directors’ report confirm that, so far as

they are each aware, thereis no relevant audit
information of which the Company’s auditor is
unaware; and each Director has taken all the steps
that they ought to have taken as a Director to make
themselves aware of any relevant audit information
and to establish that the Company’s auditor is aware
of that information.

Appointment of auditor

PricewaterhouseCoopers LLP were appointed at
the 2015 Annual General Meeting and are willing

to seek re-appointment this year. Resolutions to

re-appoint PricewaterhouseCoopers LLP will be
proposed at the 2016 AGM.

Approval

The Directors’ reportwas approved by the Board
of Directors on 26" January 2016 and signed on
its behalf.

Kevin Maguire
Group Company Secretary
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STATEMENT OF DIRECTORS" RESPONSIBILITIES IN RESPECT OF
THE DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual
Report, the Directors’ remuneration reportand the
financial statementsinaccordance with applicable law
and regulations.

Company law requires the Directors to prepare financial
statements for each financialyear. Under that law the Directors
have prepared the Group financial statementsinaccordance
with International Financial Reporting Standards (IFRS) as
adopted by the European Union, and the parent Company
financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law]. Under company

law the Directors must not approve the financial statements
unlesstheyare satisfied that they give a true and fair view of the
state of affairs of the Group and the Company and of the profit
orloss of the Group for that period. In preparing these financial
statements, the Directors are required to:

select suitable accounting policies and then apply them
consistently;

make judgements and accounting estimates thatare
reasonable and prudent;

state whether IFRS as adopted by the European Union
and applicable UK Accounting Standards have been
followed, subject to any material departures disclosed
and explained in the Group and parent Company financial
statements respectively; and

prepare the financial statements on the going concern
basis unlessitisinappropriate to presume that the
Company will continue in business.

The Directors areresponsible for keeping adequate
accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reasonable
accuracy atany time the financial position of the Company
and the Group and enable them to ensure that the financial
statements and the Directors’ remuneration report comply
with the Companies Act 2006 and, as regards the Group
financial statements, Article 4 of the IAS Regulation. They are
alsoresponsible for safeguarding the assets of the Company
and the Group and hence for taking reasonable steps for the
prevention and detection of fraud and otherirregularities.

The Directors are responsible for the maintenance and
integrity of the Company’s website. Legislationin the
United Kingdom governing the preparation and
dissemination of financial statements may differ from
legislation in otherjurisdictions.

The Directors consider that the Annual Reportand Accounts,
takenasawhole, is fair, balanced and understandable and
provides the information necessary for shareholders to assess
the Company’s performance, business model and strategy.

Each of the Directors, whose names and functions are listed
on page 68, confirm that, to the best of their knowledge:

the Group financial statements, which have been
preparedinaccordance with IFRS as adopted by the EU,
give atrue and fair view of the assets, liabilities, financial
position and profit of the Group; and

the Strategic reportincludes afair review of the
developmentand performance of the business and the
position of the Group, together with a description of the
principalrisks and uncertainties that it faces.

Having assessed the principalrisks and the other matters
discussed in connection with the Viability statement, the
Directors considered it appropriate to adopt the going
concern basis of accounting in preparing the financial
statements.

On behalf of the Board

Patrick Bergin
Group Finance Director
26%" January 2016
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
CREST NICHOLSON HOLDINGS PLC

Reporton the financial statements

OUR OPINION

Inour opinion:

= CrestNicholson Holdings plc’'s Group financial
statements and Company financial statements (the
‘financial statements’) give a true and fair view of the
state of the Group’s and of the Company’s affairs as at
31stOctober 2015 and of the Group’s profit and cash flows
fortheyearthenended;

= the Group financial statements have been properly
prepared in accordance with International Financial
Reporting Standards ('IFRS’) as adopted by the European
Union;

= the Company financial statements have been properly
prepared inaccordance with United Kingdom Generally
Accepted Accounting Practice; and

= thefinancial statements have been preparedin
accordance with the requirements of the Companies Act
2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation.

WHAT WE HAVE AUDITED
The financial statements, included within the Annual
Integrated Report (the ‘Annual Report’), comprise:

= the consolidated and Company statements of financial
position as at 315t October 2015;

= theconsolidated income statement and the consolidated
statement of comprehensive income for the year
then ended;

= theconsolidated cash flow statement for the year
then ended;

= theconsolidated statement of changesin equity for the
year then ended; and

= thenotestothefinancial statements, whichinclude a
summary of significant accounting policies and other
explanatory information.

Certainrequired disclosures have been presented
elsewherein the Annual Integrated Report, rather than
inthe notes to the financial statements. These are cross-
referenced from the financial statements and are identified
as audited.

The financial reporting framework that has been applied
inthe preparation of the Group financial statements is
applicable law and IFRS as adopted by the European Union.
The financial reporting framework that has been applied
inthe preparation of the Company financial statements is
applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).

OURAUDIT APPROACH
Context

Crest Nicholson Holdings plcis a British housebuilder listed
on the London Stock Exchange. In this first year of our audit
tenure our planning process involved meeting with Group
and Divisional Management and the Board to understand the
business, its challenges, opportunities and associated risks.
The Group is wholly UK based with a focus on the South of
England and the audit of all operations was performed by the
UK Group audit team.

The Groupis particularly susceptible to external factors and
changesin the wider housing development sectorincluding
customerdemand, supply chain availability, build cost
inflation and government initiatives. This was particularly
relevant for our work in the areas of margin forecasting and
the valuation of inventory.

= Overall Group materiality: £7.7m
which represents 5% of PBT.

= We conducted anaudit of the complete
financialinformation of four of the five
geographical housebuilding operating
Divisions, together with the Major
Projects Division. Specific balances
and financial line items were audited at
the remaining reporting units based on
their nature and size.

Materiality

Audit scope

= Thereportingunits wherewe
performed an audit of complete
financialinformation accounted for
61% of Group profit before tax (‘PBT’)
and 89% of revenue.

Areas of
focus

= Marginforecastingand recognition.

= Valuation of inventory at the lower of
costand netrealisable value ['NRV’).

= Valuation of ‘other financial assets’.
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The scope of our audit and our areas of focus

We conducted our auditin accordance with International
Standards on Auditing (UK and Ireland) ('ISAs (UK &
Ireland)’).

Financial statements
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The risks of material misstatement that had the greatest
effect on our audit, including the allocation of our resources
and effort, are identified as ‘areas of focus’ in the table
below. We have also set out how we tailored our audit to
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address these specificareas in order to provide an opinion

on the financial statements as awhole, and any comments

we make on the results of our procedures should be read in
this context. This is nota complete list of all risks identified
by our audit.

We designed our audit by determining materiality and
assessing the risks of material misstatementin the
financial statements. In particular, we looked at where
the Directors made subjective judgements, for example in
respect of significantaccounting estimates thatinvolved
making assumptions and considering future events that
are inherently uncertain. Asin all of our audits we also
addressed the risk of Management override of internal
controls, including evaluating whether there was evidence
of bias by the Directors that represented a risk of material
misstatement due to fraud.

Area of focus How our audit addressed the area of focus

Margin forecasting and recognition

Referto Note 1 [Accounting policies] and page 80
(Significant Accounting Issues]

The Group’s margin recognition framework is based
onthe margin forecast for each development. These
margins, which drive the recognition of costs as
each unitis sold, reflect estimated selling prices
and costs for each development. This processis
effectively a method of allocating the total forecast
costs, representing both land and build costs, of a
development over each individual unit.

We evaluated and tested Management’s forecasting and monitoring
controls forthe developments, noting that Management’s forecasts are
prepared, monitored and updated in accordance with the stated controls.
We assessed the appropriateness of certain underlying assumptions
within the forecasts, including sales prices, land costs and build costs and
assessed Management’s historic forecasting accuracy. We did not identify
any developments where we considered the underlying assumptionsin the
forecasttobeinappropriate.

We checked, by recalculating the margins, that the system correctly
calculates the margin following each cost or sales price amendment made
Thereisarisk thatthe margin forecast for thesiteand by Management, noting no exceptions.

the margin subsequently recognised on each unitsale  We checked the consistent application of the margin recognition framework
isnotappropriate and reflective of the actual final profit  through analysing the margins recognised on key sites compared to the
thatwill be recognised ona development. development forecast margin. We obtained evidence for adjustments

made to margins through cost of sales. We did not identify any significant
divergences from the Group’s margin recognition framework.

We consider the appropriate margin recognition across
the life of the site to be the most significant financial
reportingrisk for the Group principally due to the

high level of Managementjudgementinvolved in the
accounting forthe Group’s developments given that sales
prices and build costs are inherently uncertainand are
influenced by changes in external market factors, such
as the availability of mortgages or build cost inflation.
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Area of focus How our audit addressed the area of focus

Valuation of inventory at the lower of cost and NRV

Refer to Note 1 [Accounting policies] and page 80
(Significant Accounting Issues]

Inventoryis the most significant balance on the
consolidated statement of financial position and is
held atthe lower of costand NRV. The NRV of each
developmentis forecastand monitored as described
inthe area of focus above and is therefore subject to
the same key assumptions. Due to the influence of the
same externalfactorsandthe cyclical nature of the
housing industry, with periodic downturnsin customer
demand, thereis arisk that the calculation of the
development's NRV, being the margin the development
is forecast to make overits lifecycle based upon
forecast sales prices and build costs, may be subject to
estimation error leading toinventory being held at the
incorrectvalue and an unrecorded impairment charge.

Valuation of ‘other financial assets’

Refer to Note 1 [Accounting policies), Note 12

(Other Financial Assets] and page 81 (Significant
Accounting Issues)

‘Otherfinancial assets’ are held at fair value and
comprise both short-term and long-term receivables
from two shared equity schemes. The valuation of
these assetsis notbased on observable market data
andis highly subjective to Management judgement and
estimatesincluding expected house price movements,
creditrisk of borrowers, discount rates (which
incorporate purchaser default rates), recoverability
and expected timing of receipt.

Changesinthe assumptions used can have a material
impactonthevalue of these assets.

We obtained a detailed understanding of Management’s process for
preparing a forecast for each development, consistent with the risk
associated with the margin forecasting and recognition process. The site
forecast, whichis usedtorecognise margininthe consolidated income
statement, also gives the NRV of the site. Consistent with the risk associated
with the margin forecasting and recognition, we tested Management’'s
controls over the approval of the initial forecasts and the monitoring of
updates required to the forecasts over the course of the development’s life,
noting no instances where controls were not operating as stated.

We tested the appropriateness of the inputs into the development forecasts,
for example by comparing sales prices and costs to comparable sites,
noting no inappropriate underlying inputs.

We assessed the historical accuracy of Management’s forecasting by
analysing the changes to margins over the course of the development’s life
and adjustments made to margins made through cost of sales.

We understood the composition of the inventory balance, specifically

the leveland ageing of completed but unreserved units, to understand

if completed stock is held atthe appropriate NRV. We understood
Management’s plans for selling these units and the level of any post year-
end sales to determineif there were anyvaluationissues.

We evaluated the margins on all major sites and for sites where we
identified potential NRVissues, for example due to specificissues or
underperformance, we discussed the valuation with Management and
corroborated it to other audit evidence.

Based uponthe procedures performed we did notidentify any sites where
we determined thatimpairments were required in the year.

We evaluated and tested the mechanics of the calculation with the
assistance of our expertvaluations team to check the correct application
of the underlying assumptions and accuracy of the calculation, noting no
material exceptions.

We tested movements inthe underlying loans during the year, such as
redemptions and obtained examples of the original loan agreements to
verify terms of the loans used within the calculation.

Through discussion with Management and review of the calculation we
understood the key assumptionsincluded within the calculation including
expected house price movements, credit risk of borrowers, discount rates,
recoverability and expected timing of receipt.

We corroborated and challenged these assumptions by comparing those
selected by Management to historic trends, comparable discount rates
used by similar companies, and our own independent research on house
pricesand redemption rates.

In addition to re-performing Management’s sensitivities we performed
our own sensitivities based upon our own independent research to
ascertain the extenttowhich reasonable adverse changes would, either
individually orin aggregate, materially change the valuation of the assets.
Our sensitivities noted noreasonable likely scenario that would resultina
material change to the valuation.

In addition, we also performed a comparison of Management’s valuation
againstthe external offers to purchase the portfolio that were received in
theyearto furtherassessthe appropriateness of Management’s valuation.
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How we tailored the audit scope

We tailored the scope of our audit to ensure that we
performed sufficient work to be able to give an opinion on

the financial statements asawhole, taking into account the
geographic structure of the Group, the accounting processes
and controls, and the industry in which the Group operates.

The Groupis structured into five core geographically based
housebuilding operating Divisions, a Major Projects Division
(Crest Nicholson Regeneration), which specialisesin larger
scale partnerships with public and private vendors and a
Strategic Projects Division, which focuses on sourcing sites
for longer-term development. The development of certain
sites are carried out through various jointarrangements.
These jointarrangements are equity accounted or a share
of the jointrevenues, expenses, assets and liabilities are
recognised as appropriate.

The Group financial statements are ultimately a consolidation
of 12 reporting units representing the Group’s operating
businesses within these geographic-based Divisions and the
centralised functions.

The reporting units varyin size and we identified five reporting
units, being four of the five core geographically based
housebuilding operating Divisions and the Major Projects
Division, which required an audit of their complete financial
information due to their individual size. These five reporting
units were all audited by the Group engagement team and
where applicable, included the audit of the jointarrangements.

The reporting units where we performed an audit of the
complete financialinformation accounted for 61% of the
Group’s profit before tax and 89% of the Group’s revenue.

Audits of specific financial statement line items were
performed on certain balancesin afurther five reporting
units, to provide additional coverage over certain financial
statement line items, including the Strategic Projects
Division (as thisis where the strategic sites, including options,
are held), the Group’s overhead company and the Group's
financing company (specifically external financing, which is
held by this entity).

As thiswas our firstyear audit, we visited each of the seven
Divisionsidentified above, visited a selection of developments
within the Group and performed a thorough review of the
auditwork papers of the previous auditors.

Ourauditwork atthese reporting units, together with the
additional procedures performed at Group level on the
consolidation, joint venture adjustments, tax, pensions
and the ‘other financial assets’, gave us the evidence we
needed for our opinion on the Group and Company financial
statementsasawhole.

Financial statements
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Materiality

The scope of our audit was influenced by our application

of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations,
helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures on the individual
financial statement lineitems and disclosures and in
evaluating the effect of misstatements, both individually and
inaggregate on the financial statements as awhole.

Based on our professional judgement, we determined

materiality for the financial statements as awhole as follows:

Overall Group £7.7m.
materiality
Howwe 5% of profit before tax.

determined it

Rationale for
benchmark
applied

We believe that profit before tax

isthe primary measure used by

the shareholdersinassessing the
performance of the Group, andisa
generally accepted auditing benchmark.

We agreed with the Audit Committee that we would report to
them misstatements identified during our audit above
£0.4m as well as misstatements below that amount that, in
ourview, warranted reporting for qualitative reasons.

Going concern

Underthe Listing Ruleswe are required to review the Directors’

statement, set out on page 105, in relation to going concern. We
have nothing to report having performed our review.

UnderISAs (UK & Ireland) we are required to report to you if we
have anything material to add or to draw attention toin relation
tothe Directors’ statement about whether they considered it
appropriate toadopt the going concern basis in preparing the
financial statements. We have nothing materialto add or to
draw attention to.

Asnotedinthe Directors’ statement, the Directors have
concluded thatitis appropriate to adopt the going concern
basisin preparing the financial statements. The going concern
basis presumes that the Group and Company have adequate
resources toremain in operation, and that the Directors
intend them to do so, for at least one year from the date the
financial statements were signed. As part of our audit we
have concluded that the Directors’ use of the going concern
basisis appropriate. However, because not all future events
or conditions can be predicted, these statementsare nota
guarantee as to the Group’sand Company’s ability to continue
asagoingconcern.

109
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Other required reporting

CONSISTENCY OF OTHER INFORMATION
Companies Act 2006 opinion

Inour opinion, the information given in the Strategic reportand the Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements.

ISAs (UK & Ireland) reporting

UnderISAs (UK & Ireland) we are required to report to you if, in our opinion:

= informationinthe AnnualIntegrated Reportis: We have no
- materially inconsistent with the information in the audited financial statements; or exceptions
- apparently materially incorrect based on, or materially inconsistent with, our knowledge of the Group toreport.

and Companyacquired in the course of performing our audit; or
- otherwise misleading.

= the statementgiven bythe Directors on page 105, inaccordance with provision C.1.1 of the UK Corporate We have no
Governance Code (the ‘UK Code’], that they consider the Annual Integrated Report taken as awhole to be exceptions
fair, balanced and understandable and provides the information necessary for members to assess the toreport.

Group’'sand Company’s position and performance, business modeland strategy is materially inconsistent
with our knowledge of the Group and Company acquired in the course of performing our audit.

= thesection of the AnnualIntegrated Reporton page 79, as required by provision C.3.8 of the Code, We have no
describing the work of the Audit Committee does not appropriately address matters communicated by exceptions
us to the Audit Committee. toreport.

The Directors’ assessment of the prospects of the Group and of the principal risks that would threaten the solvency or
liquidity of the Group

UnderISAs (UK & Ireland) we are required to report to you if we have anything material to add or to draw attention to in relation to:

= the Directors’ confirmation on page 83 of the Annual Integrated Report, inaccordance with provision We have nothing
C.2.1 of the Code, that they have carried out a robust assessment of the principal risks facing the Group, materialtoadd or to
including those that would threaten its business model, future performance, solvency or liquidity. draw attention to.
= thedisclosuresinthe Annualintegrated Reportthat describe those risks and explain how they are being We have nothing
managed or mitigated. materialtoadd or to

draw attention to.

= the Directors’ explanation on page 61 of the Annual Integrated Report, in accordance with provision We have nothing
C.2.2 of the Code, as to how they have assessed the prospects of the Group, over what period they have materialtoadd or to
done soand why they consider that period to be appropriate, and their statement as to whether they have draw attention to.

areasonable expectation that the Group will be able to continue in operation and meet its liabilities as
they fall due over the period of theirassessment, including any related disclosures drawing attention to
anynecessary qualifications orassumptions.

Underthe Listing Rules we are required to review the Directors’ statement that they have carried out arobust assessment of the
principalrisks facing the Group and the Directors’ statementin relation to the longer-term viability of the Group. Our review was
substantially less in scope than an auditand only consisted of making inquiries and considering the Directors’ process supporting
their statements; checking that the statements are in alignment with the relevant provisions of the Code; and considering whether
the statements are consistent with the knowledge acquired by us in the course of performing our audit. We have nothing to report
having performed our review.
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ADEQUACY OF ACCOUNTING RECORDS AND
INFORMATION AND EXPLANATIONS RECEIVED
Under the Companies Act 2006 we are required to report to
you if, in our opinion:

= we have notreceived all the information and explanations
we require for our audit; or

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

= the Companyfinancial statements and the part of the
Directors’ remuneration report to be audited are notin
agreementwith the accounting records and returns.

We have no exceptions toreportarising from this
responsibility.

DIRECTORS’ REMUNERATION
Directors’ remunerationreport -
Companies Act 2006 opinion

Inour opinion, the part of the Directors’ remuneration report
to be audited has been properly prepared in accordance with
the Companies Act 2006.

Other Companies Act 2006 reporting

Under the Companies Act 2006 we are required to report
toyou if, in our opinion, certain disclosures of Directors’

remuneration specified by law are not made. We have no
exceptions toreportarising from this responsibility.

CORPORATE GOVERNANCE STATEMENT

Under the Listing Rules we are required to review the part of
the Corporate Governance statement relating to 10 further
provisions of the Code. We have nothing to report having
performed our review.

Responsibilities for the financial statements
and the audit

OUR RESPONSIBILITIES AND THOSE

OF THE DIRECTORS

As explained more fully in the Statement of Directors’
responsibilities set out on page 105, the Directors are
responsible for the preparation of the financial statements
and for being satisfied that they give a true and fair view.

Ourresponsibility is to audit and express an opinion on the

financial statementsinaccordance with applicable law and
ISAs (UK & Ireland). Those standards require us to comply

with the Auditing Practices Board's Ethical Standards

for Auditors.

Financial statements

115 Consolidated cash flow statement

116 Notestothe consolidated financial statements
155 Company statement of financial position

156 Notestothe Companyfinancial statements
159 Historicalsummary (unaudited)

160 Groupdirectory

Thisreport, including the opinions, has been prepared
forand only forthe Company’s members asabodyin
accordance with Chapter 3 of Part 16 of the Companies Act
2006 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other
purpose or to any other person to whom this reportis shown
orintowhose hands it may come save where expressly
agreed by our prior consent inwriting.

What an audit of financial statementsinvolves

Anauditinvolves obtaining evidence about the amounts and
disclosuresinthe financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or
error. Thisincludes an assessment of:

= whethertheaccounting policies are appropriate to the
Group's and the Company’'s circumstances and have been
consistently applied and adequately disclosed;

= thereasonableness of significantaccounting estimates
made by the Directors; and

= theoverall presentation of the financial statements.

We primarily focus our work in these areas by assessing the
Directors’judgements against available evidence, forming
our own judgements, and evaluating the disclosuresin the
financial statements.

We test and examine information, using sampling and other
auditing techniques, to the extent we consider necessary to
provide areasonable basis for us to draw conclusions. We
obtain audit evidence through testing the effectiveness of
controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial
information in the Annual Integrated Report to identify
materialinconsistencies with the audited financial
statements and toidentify any information that is apparently
materially incorrect based on, or materially inconsistent
with, the knowledge acquired by us in the course of
performing the audit. If we become aware of any apparent
material misstatements orinconsistencies we consider the
implications for our report.

Sonia Copeland (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

26" January 2016



112

Crest Nicholson Annualintegratedreport 2015

CONSOLIDATED INCOME STATEMENT

2015 2014
For theyear ended 31+t October 2015 Note £m £m
REVENUE 804.8 636.3
Costof sales (583.5) (454.3)
GROSS PROFIT 221.3 182.0
Administrative expenses (58.0) (53.9)
OPERATING PROFIT 3 163.3 128.1
Financeincome 5 5.0 3.9
Finance expense 5 (14.5) (15.3)
Net financing expense (9.5) (11.4)
Share of post-tax results of joint ventures using the equity method " 0.2 -
PROFIT BEFORE TAX 154.0 116.7
Income tax expense 6 (29.9) (17.9)
PROFITFORTHE YEARATTRIBUTABLE TO EQUITY SHAREHOLDERS 1241 98.8
Earnings perordinary share
Basic 8 49.3p 39.3p
Diluted 8 48.4p 38.7p

{a
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2015 2014
For theyear ended 31+t October 2015 £m £m
PROFITFORTHEYEARATTRIBUTABLETO EQUITY SHAREHOLDERS 1241 98.8
Other comprehensive income/(expense):
Items that will never be recycled to the income statement:
Actuarial gains/(losses) of DB Schemes 8.5 (10.1)
Changein deferredtax onactuarial gains/(losses) of DB Schemes (3.3) 0.3
OTHER COMPREHENSIVE INCOME/(EXPENSE) FORTHE YEAR NET OF INCOME TAX 5.2 (9.8)
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO EQUITY SHAREHOLDERS 129.3 89.0

The notes on pages 116 to 154 form part of these financial statements.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share

Share premium Retained Total

capital account earnings equity
For theyear ended 31¢tOctober 2015 Note £m £m £m £m
BALANCE AT 31STOCTOBER 2013 12.6 71.6 386.1 470.3
Total comprehensive income for the year - - 89.0 89.0
Transactions with shareholders:
Equity-settled share-based payments 21 - - 4.0 4.0
Deferred tax on equity-settled share-based payments - - (0.2) (0.2)
Dividends paid 7 - - (26.6) (26.6)
BALANCE AT 31STOCTOBER 2014 12.6 71.6 452.3 536.5
Total comprehensive income for the year - - 129.3 129.3
Transactions with shareholders:
Equity-settled share-based payments 21 - - 5.0 5.0
Deferredtax on equity-settled share-based payments - - 1.6 1.6
Dividends paid 7 = = (41.7) (41.7)
BALANCE AT 31STOCTOBER 2015 12.6 71.6 546.5 630.7

The notes on pages 116 to 154 form part of these financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2015 2014
As at31stOctober 2015 Note £m £m
ASSETS
Non-currentassets
Intangible assets 9 29.0 29.0
Property, plantand equipment 10 2.6 2.2
Investments " 0.5 0.2
Other financial assets 12 23.0 28.4
Deferredtaxassets 17 20.9 40.3
Trade and otherreceivables 14 34.3 -
110.3 100.1
Currentassets
Inventories 13 904.5 814.1
Other financial assets 12 1.2 -
Trade and otherreceivables 14 49.0 48.1
Cash and cash equivalents 24 187.4 142.0
1,142.1 1,004.2
TOTAL ASSETS 1,252.4 1,104.3
LIABILITIES
Non-current liabilities
Interest-bearing loans and borrowings 15 (210.6) (146.7)
Trade and other payables 16 (105.6) (82.9)
Retirement benefit obligations 21 (7.5) (23.7)
Provisions 18 (4.1) (4.0)
(327.8) (257.3)
Current liabilities
Interest-bearing loans and borrowings 15 (7.4) (14.6)
Trade and other payables 16 (279.7) (293.1)
Currentincome tax liabilities (5.7) -
Provisions 18 (1.1) (2.8)
(293.9) (310.5)
TOTAL LIABILITIES (621.7) (567.8)
NETASSETS 630.7 536.5
SHAREHOLDERS’ EQUITY
Share capital 19 12.6 12.6
Share premium account 19 71.6 71.6
Retained earnings 546.5 452.3
TOTAL EQUITY 630.7 536.5

The notes on pages 116 to 154 form part of these financial statements.
These financial statements were approved by the Board of Directors on 26t January 2016.
On behalf of the Board

S Stone
PJBergin
Directors

{a
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CONSOLIDATED CASH FLOW STATEMENT

2015 2014
For theyear ended 31+t October 2015 Note £m £m
Cashflows from operating activities
PROFITFORTHE YEAR 1241 98.8
Adjustments for:
Depreciation 10 1.2 0.9
Net finance expense 5 9.5 1.4
Share-based payment expense 21 5.0 4.0
Share of post-tax profit of joint ventures using the equity method 1" (0.2) -
Income tax expense 6 29.9 17.9
OPERATING PROFIT BEFORE CHANGES IN WORKING CAPITAL AND PROVISIONS 169.5 133.0
(Increase)/decreaseintrade and other receivables (35.3) 0.1
Increaseininventories (90.4) (236.4)
Increaseintrade and other payables 4.1 81.8
Decrease in retirement benefit obligations (9.0 (9.0
Increasein other financial assets - (0.2)
CASH GENERATED FROM/(USED BY) OPERATIONS 38.9 (30.7)
Interest paid (8.9) (8.1)
Taxation paid (6.5) -
NET CASH INFLOW/(OUTFLOW) FROM OPERATING ACTIVITIES 23.5 (38.8)
Cash flows from investing activities
Purchases of property, plantand equipment (1.6) (1.2)
Decreaseinother financial assets 8.1 7.0
Interestreceived 1.1 0.6
NET CASHINFLOW FROM INVESTING ACTIVITIES 7.6 6.4
Cash flows from financing activities
Repayment of bank and other borrowings 15 (13.8) (65.1)
Proceeds from new loans 15 71.0 144.4
Debtarrangement and facility fees (1.2) (2.8)
Dividends paid 7 (41.7) (26.6)
NET CASHINFLOW FROM FINANCING ACTIVITIES 14.3 49.9
NETINCREASE IN CASH AND CASH EQUIVALENTS 45.4 17.5
Cash and cash equivalents at the beginning of the year 142.0 124.5
CASHAND CASH EQUIVALENTS ATEND OF THEYEAR 24 187.4 142.0

The notes on pages 116 to 154 form part of these financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES
Basis of preparation

Crest Nicholson Holdings plc (the ‘Company’] is a companyincorporated, listed and domiciled in England and Wales. The
address of the registered office is Crest Nicholson Holdings plc, Crest House, Pyrcroft Road, Chertsey, Surrey KT16 9GN. The
Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the ‘Group’) and
include the Group’s interestin jointly controlled entities. The parent Company financial statements present information about
the Company as a separate entity and not about its Group.

The financial statements are presented in pounds sterling and amounts stated are denominated in millions (Em).

The Group financial statements have been prepared and approved by the Directorsin accordance with IFRS and
interpretationsissued by the IFRS Interpretations Committee ('IFRS IC’) as adopted by the European Union (together ‘EU
IFRS’), and with those parts of the Companies Act 2006 applicable to companies reporting under EU IFRS, and have been
prepared on the historical cost basis except for other financial assets, which are stated at their fairvalue. The Company has
elected to prepare its parent Company financial statementsin accordance with UK GAAP; these are presented on pages 155
to 158.

The preparation of financial statements in conformity with IFRS requires management to make assumptions and judgements
that affect the application of policies and reported amounts within the financial statements. Assumptions and judgements are
based on experience and other factors that management consider reasonable under the circumstances. Actual results may
differ from these estimates.

The Group’s activities are financed by a combination of ordinary shares, bank borrowings and cash in hand. At 31st October
2015 the Group held cash and cash equivalents of £187.4m (2014: £142.0m) and borrowings net of cash resources of £30.6m
(2014: £19.3m). The Group has operated within its banking covenants throughout the year, has bank facilities of £240.0m
expiring in March 2020, with £34.0m remaining available for drawdown under such facilities at 315t October 2015. Therefore,
having assessed the principalrisks and all other relevant matters, the Directors considerit appropriate to adopt the going
concern basis of accounting in preparing the financial statements of the Group.

Judgements made by the Directors, in the application of these accounting policies that have significant effect on the financial
statements and estimates with a significant risk of material adjustmentin the nextyear are discussed below. The accounting
policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these Group
financial statements.

There were no new standards, amendments or interpretations that were adopted by the Group and effective for the first time
for the financial year beginning 15t November 2014 that had a material impact on the Group.

Consolidation

The consolidated financial statements include the financial statements of Crest Nicholson Holdings plc, its subsidiary
undertakings and the Group’s share of the results of joint ventures and joint operations. Inter-company transactions,
balances and unrealised gains on transactions between group companies are eliminated on consolidation.

(a] Subsidiaries

Subsidiaries are entities in which the Group has control. The Group controls an entity when the Group is exposed to, or has
rights to, variable returns through its power over the entity. In assessing control, potential voting rights that are currently
exercisable or convertible are taken into account. The profits and losses of subsidiaries are included in the consolidated
financial statements from the date control commences until the date control ceases.

The acquisition method of accounting is used by the Group to account for the acquisition of subsidiaries. On acquisition of a
subsidiary, all the subsidiary’s separable, identifiable assets and liabilities existing at the date of acquisition are recorded at
their fair values reflecting their condition at that date. All changes to those assets and liabilities and the resulting gains and
losses thatarise after the Group has gained control of the subsidiary are charged to the post-acquisition income statement or
statement of comprehensive income. Accounting policies of acquired subsidiaries are changed where necessary, to ensure
consistency with policies adopted by the Group.
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(b) Jointventures

Ajointventureisacontractualarrangementin which the Group and other parties undertake an economic activity that is
subjecttojoint controland these parties have rights to the net assets of the arrangement. The Group reportsits interestin
jointventures using the equity method of accounting. Under this method, interests in joint ventures are initially recognised

at costand adjusted thereafter to recognise the Group’s share of the post-acquisition profits or losses and movements in
other comprehensive income. The Group’s share of results of the joint venture after taxis included in a single line in the
consolidated income statement. Where the share of losses exceeds the Group’s interest in the entity and there is no obligation
tofund these losses, the carryingamountis reduced to niland recognition of further losses is discontinued, unless there is
along-termreceivable due from the joint venture in which case, if appropriate, the loss is recognised against the receivable.
Unrealised gains on transactions between the Group and its joint ventures are eliminated on consolidation. Accounting
policies of joint ventures have been changed where necessary, to ensure consistency with policies adopted by the Group.

(c) Jointoperations

Ajointoperationisajointarrangementthatthe Group undertakes with other parties, in which those parties have rights to
the assets and obligations of the arrangement. The Group accounts for joint operations by recognising its share of the jointly
controlled assets and liabilities and income and expenditure on a line-by-line basis in the consolidated statement of financial
position and consolidated income statement.

Goodwill

Goodwillarising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair value

of the identifiable assets and liabilities of the acquired entity at the date of the acquisition. Goodwill arising on acquisition of
subsidiaries and businesses is capitalised as an asset. The goodwill balance has been allocated to the strategic land holdings
within the Group. Goodwillis assessed forimpairment at each reporting date. Any impairment loss is recognised immediately
inthe consolidated income statement.

Goodwillis allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-
generating units that are expected to benefit from the business combination in which the goodwill arose.

Revenue and profit recognition

Revenue comprises the fair value of the consideration received or receivable, net of value-added tax, rebates and discounts
but excludes the sale of properties taken in part exchange. Surpluses or deficits on the disposal of part exchange properties
arerecorded directly within gross margin.

Revenueisrecognised on house sales at legal completion. For affordable housing sales and other sales in bulk, revenue is
recognised upon practical completion and when substantially all risks and rewards of ownership are transferred to the buyer.

Revenueisrecognised on land sales and commercial property sales from the point of unconditional exchange of contracts.
Where unconditional exchange of contracts has occurred but the Group still has significant obligations to perform underthe
terms of the contract, such as infrastructure works, revenue is recognised when the obligations are performed.

Profitis recognised on a plot-by-plot basis, by reference to the margin forecast across the related development site. Due to
the development cycle often exceeding one financial year, plot margins are forecast, taking into account the allocation of site-
wide development costs such asinfrastructure, and estimates required for the cost to complete such developments.

Provisionis made for any losses foreseen in completing a site as soon as they become apparent.

Seasonality

In common with the rest of the UK housebuilding industry, activity occurs throughout the year, with peaks in sales
completions in spring and autumn. This creates seasonality in the Group’s trading results and working capital.
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Operating leases

Leases inwhich substantially all the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Operating lease rentals are charged to the consolidated income statement or work-in-progress on a straight line
basis over the period of the lease.

Taxation

Income tax comprises current tax and deferred tax. Income tax is recognised in the consolidated income statement except
to the extent that it relates toitems recognised in other comprehensive income, in which case itis recognised in other
comprehensive income.

Currenttaxisthe expected tax payable on taxable profit for the year and any adjustment to tax payable in respect of previous
years. Taxable profitis PBT per the consolidated income statement after adjusting forincome and expenditure that is not subject
totax, andforitemsthatare subject to tax in other accounting periods. The Group’s liability for current taxis calculated using tax
rates that have been enacted or substantively enacted by the consolidated statement of financial position date.

Deferred taxis provided in full on temporary 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. Deferred tax assets
arerecognised to the extent thatitis probable that taxable profits will be available against which deductible temporary
differences can be utilised. Deferred taxis calculated using tax rates that have been substantively enacted by the
consolidated statement of financial position date.

Dividends

Dividends are recorded in the Group’s financial statementsin the period in which they are approved by the shareholders.
Interim dividends are recognised when paid.

Employee benefits
(a) Pensions

The Group operates a DB Scheme (closed to new employees since October 2001 and to future service accrual since April 2010)
and also makes payments into a defined contribution scheme for employees.

Inrespect of defined benefit schemes, the net obligation is calculated by estimating the amount of future benefit that
employees have earned in return for their service inthe currentand prior periods, such benefits measured at discounted
presentvalue, less the fair value of the scheme assets. The rate used to discount the benefits accrued is the yield at the
statement of financial position date on AA credit rated bonds that have maturity dates approximating to the terms of the
Group’s obligations. The calculation is performed by a qualified actuary using the projected unit method. The operating and
financing costs of such plans are recognised separately in the consolidated income statement; service costs are spread
systematically overthe lives of employees, and financing costs are recognised in the periods in which they arise. The Group
recognises expected scheme gains and losses via the consolidated income statement and actuarial gains and losses are
recognised in the period they occurdirectly in other comprehensive income, with associated deferred tax.

Payments to the defined contribution schemes are accounted for on an accruals basis.

(b) Share-based payments

The fair value of equity-settled, share-based compensation plansis recognised as an employee expense with a
correspondingincrease in equity. The fair value is measured as at the date the options are granted and the charge amended if
vesting does not take place due to non-market conditions not being met. The fair value is spread over the period during which
the employees become unconditionally entitled to the shares and is adjusted to reflect the actual number of options that vest.
At the statement of financial position date, if it is expected that non-market conditions will not be satisfied, the cumulative
expense recognised inrelation to the relevant optionsis reversed. The proceeds received are credited to share capital
(nominalvalue) and share premium when the options are exercised.
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Property, plantand equipment

Property, plantand equipment is stated at cost less accumulated depreciation. Costincludes the original purchase price of
the assetand the costs attributable to bringing the asset to its working condition. Depreciation is calculated to write off the
cost of the assets ona straight line basis to their estimated residual value overits expected useful life at the following rates:

Fixtures and fittings 10%
Computer equipment 33%

The assetresidualvalues, carrying values and useful lives are reviewed on an annual basis and adjusted if appropriate at
each statement of financial position date.

Inventories

Inventories are stated at the lower of costand NRV. Land includes land under development, undeveloped land and land option
payments. Work-in-progress comprises direct materials, sub-contract work, labour costs, site overheads, associated
professional fees and other attributable overheads, but excludes interest costs.

Options purchased in respect of land are recognised initially at cost within inventories. Regular reviews are completed for
impairmentin the value of these options, and provisions made accordingly to reflect loss of value. The impairment reviews
consider the period elapsed since the date of the purchase of the option, given that the option contract has not been exercised
atthereview date. Further, the impairment reviews consider the remaining life of the option, taking into account any concerns
over whether the remaining time available will allow successful exercise of the option.

Land inventories and the associated land payables are recognised in the statement of financial position from the date of
unconditional exchange of contracts. Where land is purchased on deferred settlement terms then the land and the land
payable are discounted to their fair value. The land payable is then increased to the settlement value over the period of
financing, with the financing element being charged as interest expense through the income statement.

Trade and other receivables

Trade and otherreceivables are stated at their fair value at the date of recognition and subsequently at amortised cost
lessimpairment.

Other financial assets

Other financial assets (which comprise shared equity receivables) are classified as being available for sale and initially
recognised at fair value. Changes in fair value relating to the expected recoverable amount are recognised in the income
statement; changesin fair value arising from a change of discount factor are recognised in other comprehensive income
and accumulated in equity, until the asset is divested. On disposal of these assets, the difference between the carrying value
and the consideration received plus cumulative fair value movements previously recognised in equity is recognised in the
income statement.

Cash and cash equivalents

Cash and cash equivalents are cash balances in hand andin the bank. For the purpose of the cash flow statement, bank
overdrafts are considered part of cash and cash equivalents as they form an integral part of the Group’s cash management.

Interest-bearing loans and borrowings

Borrowings are recognised initially at fair value, net of direct transaction costs. Finance charges are accounted foron an
accruals basisin the income statement using the effective interest method and are added to the carrying amount of the
instrument to the extent that they are not settled in the period in which they arise orincluded within interest accruals.

Trade and other payables

Trade payables are generally notinterest bearing and are stated at their nominal amount which is considered to be their fair
value. Trade payables on deferred terms are initially recorded at their fair value, with the discount to nominal value being
charged totheincome statement as interest over the duration of the deferred payment.

Provisions

Aprovisionis recognised in the statement of financial position when the Group has a present legal or constructive obligation
asaresultofapasteventanditis probable that an outflow of economic benefits will be required to settle the obligation, and
the amount can be reliably estimated.
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Accounting estimates and judgements

The preparation of the consolidated financial statements requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the year in which the
estimate is revised if the revision affects only that year, orin the year of revision and future years if the revision affects both
currentand future years.

Management considers the key estimates and judgements made in the financial statements to be related to:

Carrying value of land, work-in-progress and profit recognition

Inventories of land, work-in-progress and completed units are stated in the statement of financial position at the lower of
costand NRV. Due to the nature of development activity and, in particular, the length of the development cycle, the Group has
to allocate site-wide development costs such as infrastructure between units being built and/or completed in the current
year and those for future years. It also has to make estimates of the cost to complete such developments. These estimates
are reflected in the margin recognised on developments in relation to sales recognised in the currentand future years and
the carrying value of the land and work-in-progress. There is a degree of inherent uncertainty in making such estimates. The
Group has established internal controls that are designed to ensure an effective assessment is made of inventory carrying
values and the costs to complete developments.

Other financial assets

The fairvalue of future anticipated cash receipts takes into account the Directors’ view of an appropriate discount rate, future
house price movements, receipt timings and default rates. Directors review the assumptions at each period end. See Note 12
for additional details.

Management considers other estimates and judgements made in the financial statements to be related to:

Goodwill

The carrying value of goodwill is substantially dependent on the ability of the Group to successfully progress its strategic
land holdings. Changes to the planning regime could undermine currentassumptions about the sites that are expected to be
successfully developed.

Pension liabilities

Management has employed the services of an actuary in setting these estimates, however, management recognises the risk
that both expected investment returns and ultimate scheme payments may differ substantially from current forecasts.

Deferred tax

Management assesses whether there will be sufficient future profits to utilise deferred tax assets recognised at the
statement of financial position date.

Share-based payments

Assumptions are made in determining the fair value of employee services received in exchange for the grant of options under
share-based payments awards at the date of grant, and of the likely outcome of non-market conditions.

Standards and interpretations effective for the firsttime

The Group has adopted the following new standards and amendments to standards, including any consequential
amendments to other standards, with a date of initial application of 1t November 2014, none of which has had a significant
effect onthe Group’s financial statements:

= |FRS 10 Consolidated Financial Statements. = Amendmentto|AS 36 Impairment of Assets.

= |FRS 11 Joint Arrangements. = Amendmentto IAS 39 Financial Instruments: Recognition
= |FRS 12 Disclosure of Interestsin Other Entities. and Measurement.

= |AS 27 (Revised 2011) Separate Financial Statements. = AmendmentstolFRS 10, 11 and 12 on Transition Guidance.
= |AS 28 (Revised 2011) Associates and Joint Ventures. = Amendmentsto|IFRS 10,12 and IAS 27 on Consolidation for

= AmendmenttolAS 32 Financial Instruments: Investment Entities.

Assets and Liability Offsetting.
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Standards and interpretationsinissue but not yet effective, or yet tobe endorsed by the EU

The below standards and amendments have not been applied in these financial statements:

= [FRS 9 Financial Instruments and the Amendment on General Hedge Accounting. Effective for the period beginning
on 1*tNovember 2018.

= |FRS 14 Regulatory Deferral Accounts. Effective for the period beginning on 15t November 2016.

= |FRS 15 Revenue from Contracts with Customers. Effective for the period beginning on 15t November 2018.

= Amendmentto IFRS 10 Consolidated Financial Statements. Effective for the period beginning on 1t November 2016.
= Amendmentto IFRS 11 Joint Arrangements. Effective for the period beginning on 15t November 2016.

= AmendmenttoIAS 1 Presentation of Financial Statements. Effective for the period beginning on 1stNovember 2016.
= Amendmentto IAS 16 Property, Plantand Equipment. Effective for the period beginning on 15t November 2016.

= AmendmenttoIAS 19 Employee Benefits. Effective for the period beginning on 15t November 2015.

= Amendmentto IAS 27 Separate Financial Statements. Effective for the period beginning on 1t November 2015.

= Amendmentto IAS 28 Investments in Associates and Joint Ventures. Effective for the period beginning
on 1*tNovember 2016.

= Amendmentto|AS 38 Intangible Assets. Effective for the period beginning on 15t November 2016.

The above standards and the amendments will be adopted in the financial statements in the year they become effective and
theiradoptionis not expected to have a significant effect on the Group’s financial statements.

2 SEGMENTAL ANALYSIS

The Executive Management Team, which is accountable to the Board, has been identified as the chief operating decision maker
for the purposes of determining the Group’s operating segments. The Executive Management Team approves investment
decisions, allocates Group resources and performs divisional performance reviews. The Group operating segments are
considered to be its divisions (including the regional divisions, as well as the Major Projects and Strategic Land divisions), each
of which has its own management board. All divisions are engaged in residential-led, mixed use developments in the United
Kingdom and therefore, having regard to the aggregation criteriain IFRS 8, the Group has one reportable operating segment.

3 OPERATING PROFIT

Operating profit from continuing activities is stated after charging:

2015 2014
£m £m
Staff costs (Note 4) 57.3 51.1
Depreciation (Note 10) 1.2 0.9
Operating lease rentals:
Land and buildings 3.0 3.0
Other operating lease rentals 1.2 1.2
Auditors’ remuneration: £000 £000
Audit of these consolidated financial statements 43 41
Audit of financial statements of subsidiaries pursuant to legislation 125 128
Non-audit fees:
Review of half-yearresults 30 21
Otherservices relating to taxation - 27

In addition to the above, PwC provided advice to the Trustees of the Group’s Defined Benefit pension scheme, the cost of this
advice of £0.1m was paid for by the Group, as agreed between the Trustees and the Group as employer for the scheme. PwC
also provides audit services to the Crest Nicholson Group Pension and Life Assurance Scheme. The fees associated with
these services of £15,775(2014: £15,275) are met by the assets of the scheme.
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4 STAFFNUMBERS AND COSTS
(a) Average monthly number of persons employed by the Group

2015 2014
Number Number
Development 792 711

The Directors consider all employees of the Group to be employed within the same category of Development.

(b) Staff costs (including Directors and key management)

2015 2014

£m £m

Wages and salaries 44.5 40.0
Social security costs 5.4 5.2
Other pension costs 2.4 1.9
Share-based payments (Note 21) 5.0 4.0
57.3 51.1

(c) Key management remuneration

Key management comprises the Executive Management Team, which includes the Executive Directors of the Board and
Non-Executive Directors as they are considered to have the authority and responsibility for planning, directing and
controlling the activities of the Group. Key management remuneration, including Directors, comprised:

2015 2014
£m £m
Salaries and short-term employee benefits 3.9 3.7
Other pension costs 0.1 0.1
Share-based payments 2.2 1.7
6.2 5.5
(d) Directors’ remuneration

Directors’ remuneration comprised:
2015 2014
£m £m
Salaries and short-term employee benefits 1.9 2.0
Other pension costs 0.1 0.1
Share-based payments 1.2 1.0
3.2 3.1

Furtherinformation relating to Directors’ remuneration, incentive plans, share options and pension entitlement appearsin
the Directors’ remuneration report, whichis presented on pages 84 to 100.
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5 FINANCEINCOME AND EXPENSE

2015 2014
£m £m
Financeincome
Interestincome 1.1 0.6
Imputed interest on other financial assets (Note 12) 3.9 3.3
5.0 3.9
Finance expense
Interest on bank loans and overdrafts 8.9 8.1
Revolving credit facility issue costs pre refinancing amortisation - 2.5
Revolving credit facility issue costs post refinancing amortisation 0.7 0.3
Imputed interest on deferred land payables 3.6 3.3
Netintereston defined benefit pension plan obligations (Note 21) 1.3 1.1
14.5 15.3
NETFINANCE EXPENSE 9.5 1.4
6 INCOME TAXEXPENSE
2015 2014
£m £m
Currenttax
UK corporation tax on profits for the year 12.2 -
TOTAL CURRENT TAX 12.2 -
Deferred tax
Origination and reversal of temporary differences in the currentyear 17.6 21.3
Prioryear adjustment 0.1 -
Deferredtaxarising on previously unrecognised temporary differences - (3.4)
TOTAL DEFERRED TAX (NOTE 17) 17.7 17.9

TOTAL TAXIN INCOME STATEMENT 29.9 17.9
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The total tax charge for the yearis lower (2014: lower) than the standard rate of UK corporation tax of 20.42% (2014: 21.83%).

The differences are explained below:

PROFIT BEFORE TAX

Tax on profit at 20.42% (2014: 21.83%)

Effects of:

Expensesnotdeductible for tax purposes

Enhanced tax deductions

Income not taxable

Deferredtax changeinrate

Prioryear adjustment

Deferredtaxarising on previously unrecognised temporary differences

TOTAL TAXININCOME STATEMENT

7 DIVIDENDS

Amounts recognised as distributions to equity shareholders in the year:

Dividends recognised as distributions to equity shareholdersinthe year:

Prioryearfinal dividend per share of 10.2 pence (2014: 6.5 pence)

Currentyearinterim dividend per share of 6.4 pence (2014: 4.1 pence)

Dividends declared as distributions to equity shareholdersinthe period:

FINALDIVIDEND FORTHEYEARENDED 31STOCTOBER 2015 OF 13.3 PENCE PER SHARE
(2014:10.2 PENCE PER SHARE)

2015

154.0
31.4

0.1
(2.4)

0.7
0.1

29.9

2015

33.4

2014

116.7
25.5

0.1
(2.2)
(2.1)

(3.4)
17.9

2014

16.3
10.3
26.6

2014

25.6

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting on 17" March 2016, and in

accordance with IAS 10 ‘Events after the Reporting Period’, has not been included as a liability in these financial statements.

{a
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8 EARNINGS PER ORDINARY SHARE
Basicearnings per shareis calculated by dividing profit attributable to equity shareholders by the weighted average number
of ordinary sharesinissue during the year.

Fordiluted earnings per share, the weighted average number of shares is increased by the average number of potential
ordinary shares held under option during the period. This reflects the number of ordinary shares that would be purchased
using the difference in value between the market value of shares and the share option exercise price. The market value of
shares has been calculated using the average ordinary share price during the year. Only share options that have met their
cumulative performance criteria have beenincluded in the dilution calculation.

The earnings and weighted average number of shares used in the calculations are set out below.

Weighted average Per
number of share
Earnings ordinary shares amount
£m Number Pence
Year ended 31st October 2015
Basic earnings per share 1241 251,530,176 49.3
Dilutive effect of share options - 4,985,822
Diluted earnings per share 1241 256,515,998 48.4
Year ended 31st October 2014
Basic earnings per share 98.8 251,428,643 9.3
Dilutive effect of share options - 4,097,336
Diluted earnings per share 98.8 255,525,979 38.7
9 INTANGIBLE ASSETS
2015 2014
£m £m
Goodwill
Costatbeginningand end of the year 47.7 47.7
Impairmentat beginning and end of the year (18.7) (18.7)
AT BEGINNING AND END OF THEYEAR 29.0 29.0

Goodwill arose on the acquisition of Castle Bidco Limited on 24 March 2009. Goodwillis allocated to acquired strategic land
holdings (cash-generating units) within the Group. The recoverable amountis equal to the higher of value in use and fair value
less costs of disposal. The Directors have therefore assessed value in use, being the present value of the forecast cash flows
fromthe expected development and sale of properties on the strategic land. The forecast looks at the likelihood and scale of
permitted development, forecast build costs and forecast selling prices, using a discount rate of 9.05% (2014: 9.05%), covering
aperiod of 22 years from 2009 (being the minimum period that management expects to benefit from the acquired strategic
land holdings) and based on current market conditions. The recoverable value of the cash-generating units is substantially in
excess of the carrying value of goodwill. Sensitivity analysis has been undertaken by changing discount rates, profit margins
and othervariables applicable to the cash-generating units. None of the sensitivities, either individually or combined,
resulted in the fairvalue of the goodwill being reduced to below its current book value amount.



Crest Nicholson Annualintegrated report 2015

{a

10 PROPERTY, PLANT AND EQUIPMENT

2015 2014
£m £m

Cost
At beginning of the year 9.2 8.4
Additions 1.6 1.2
Disposals (0.4) (0.4)
ATENDOFTHEYEAR 10.4 9.2
Accumulated depreciation
Atbeginning of the year 7.0 6.5
Chargedintheyear 1.2 0.9
Disposals (0.4) (0.4)
ATENDOFTHEYEAR 7.8 7.0
Carryingvalue
ATENDOFTHEYEAR 2.6 2.2

Property, plantand equipment consists of computer equipment, £1.8m (2014: £1.3m) and office fittings and furniture £0.8m
(2014:£0.9m).

11 INVESTMENTS
Interestsinjoint ventures

Below are the joint ventures that the Directors consider are material to the Group. All material joint ventures place of
businessisin Great Britain, are 50% owned and are accounted for using the equity method.

2015 2014

Entity £m £m
CrestNicholson Bioregional Quintain LLP 0.2 0.2
Kitewood (Cossall] Limited 0.3 -
BonnerRoad LLP = -
Crest/Galliford Try (Epsom) LLP - -
0.5 0.2

= CrestNicholson Bioregional Quintain LLP was set up to develop a site in Brighton. The site was completed in 2010.

= InApril2015the Group acquired a 50% interestin the ordinary share capital of Kitewood (Cossall] Limited, which was
setuptodevelopasitein London. The company purchased the land and works have commenced for the construction
of 123 apartments, currently forecast for completionin 2017. The Group provides funding to the company to facilitate
construction, and also receives a project management fee.

= BonnerRoad LLP;in August 2015 the Group entered into a partnership agreement with Your LifeSpace Ltd to procure and
develop asitein London. The LLP willapply for planning during 2016 on the site for residential purposes, with construction
currently forecast to commence in 2017. The development will be jointly funded by both partners equally, accruinginterest
on loaned sums, and will share profits equally. The Group will receive a project management fee.

= Crest/Galliford Try (Epsom] LLP was set up to develop three sitesin Epsom. The LLP purchased the land and is
responsible for developing the infrastructure on the sites. The risks and rewards of development will accrue to the
development partners, Crest Nicholson and Galliford Try. Allworks are currently forecast to be completedin 2016.
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The tables below provide financialinformation for joint ventures that are material to the Group. The information disclosed
reflects the amounts presented in the financial statements of the relevant joint ventures and not Crest Nicholson Holdings

plc’s share of those amounts.

Crest Nicholson

Bioregional Kitewood
QuintainLLP (Cossall) Limited
2015 2014 2015 2014
£m £m £m £m
SUMMARISED STATEMENT OF FINANCIAL POSITION
Currentassets
Cashandcash 0.3 0.1 - -
equivalents
Other current assets - 0.1 12.3 -
Non-current assets 0.1 0.2 - -
Current liabilities
Financial liabilities - - - -
Other current liabilities (0.1) (0.1) (0.6) -
Non-current liabilities
Financial liabilities - - (11.1) -
NETASSETS/ 0.3 0.3 0.6 -
(LIABILITIES)
Reconciliation to carrying amounts:
Opening netassets/ 0.3 3.7 - -
(liabilities) at
315t October 2014
Profit/(loss) for the year - - 0.6 -
Dividends paid - (3.4) - -
CLOSING NET ASSETS/ 0.3 0.3 0.6 -
(LIABILITIES) AT
31STOCTOBER 2015
Group’s share and 50% 50% 50% 50%

proportion of controlin
jointventure

Group’ssharein 0.2 0.2 0.3
jointventure

Fully providedin - - -
Group accounts

Recognised against - - -
receivable from joint
venture

Group’ssharein joint 0.2 0.2 0.3
venture

Amount due from - - -
Crest Nicholson Group

Amount due to - - 8.0
Crest Nicholson Group

2015
£m

(0.2)

(52.0)
(0.2)

(0.2)

(0.2)

50%

(0.1)

0.1

25.9

Bonner Road LLP

2014
£m

50%

Crest/Galliford

Try (Epsom) LLP
2015 2014
£m £m

- 0.1
0.7 13.9
(13.7) -
(2.1) (29.1)
(15.1) (15.1)
(15.1) (15.1)
(15.1) (15.1)
50% 50%
(7.6) (7.6)
7.6 7.6

TOTAL

2015
£m

0.3

0.1

(13.7)
(3.0)

(63.1)
(14.4)

(14.8)

0.4

(14.4)

(7.2)

7.6

0.1

0.5

SE0

2014

0.2

14.0
0.2

(29.2)

(14.8)

(11.4)

(3.4)
(14.8)

(7.4)

7.6

0.2
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Crest Nicholson

Bioregional Kitewood Crest/Galliford
Quintain LLP (Cossall) Limited Bonner Road LLP Try (Epsom) LLP TOTAL
2015 2014 2015 2014 2015 2014 2015 2014 2015 2014
£m £m £m £m £m £m £m £m £m £m

SUMMARISED INCOME STATEMENT
Revenue - 0.8 3.2 - - - 4.6 - 7.8 0.8
Expenditure - (0.8) (2.1) - = - (4.6) 1.1 (6.7) 0.3
Operating profit before - - 11 - - - - 11 1.1 1.1
financing costs
Interest expense - - (0.3) - (0.2) - - (1.1) (0.5) (1.1
Income tax expense - - (0.2) - - - - - (0.2) -
Profit/(loss) for the - - 0.6 - (0.2) - - - 0.4 -
period
Group’sshare and 50% 50% 50% 50% 50% 50% 50% 50%
proportion of controlin
jointventure
Group'ssharein - - 0.3 - (0.1) - - - 0.2 -
jointventure
COMMITMENTS AND CONTINGENT LIABILITIES IN
RESPECT OF JOINT VENTURES
Commitments - - - - - - - - - - -
jointventures
Commitment to - - 5.4 - 4.0 - - - 9.4 -

provide funding

Contingent liabilities - = -
jointventures

Subsidiary undertakings

The subsidiary undertakings that are significant to the Group and traded during the year are set out below. The Group’s
interestisinrespectofordinaryissued share capital thatis wholly owned and all the subsidiary undertakings are
incorporated in Great Britain and included in the consolidated financial statements.

Subsidiary

Castle Bidco Limited
Crest Nicholson plc
Crest Nicholson Operations Limited

Nature of business
Holding Company
Holding Company
Residentialand commercial property development

Afulllist of the Group’s undertakings is set out in Note 26.

{a
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12 OTHER FINANCIAL ASSETS

Atbeginning of the year
Additions

Disposals

Imputed interest

ATENDOFTHEYEAR

Of which:
Non-current assets

Currentassets

Other financial assets carried at fair value are categorised as level 3 (inputs not based on observable market data) within the

hierarchical classification of IFRS 13 Revised.

Otherfinancial assets comprise shared equity loans secured by way of a second charge on the property. The loans can be repaid
atanytime within the loan agreement, the amount of which is dependent on the market value of the asset at the date of repayment.

115 Consolidated cash flow statement
D Notes to the consolidated financial statements
155 Company statement of financial position
156 Notestothe Companyfinancial statements
159 Historicalsummary (unaudited)

160 Groupdirectory

2015
£m

28.4

(8.1)
3.9

24.2

23.0
1.2

24.2

2014
£m

31.9
0.2

(7.0)
3.3

28.4

28.4

28.4

The assets arerecorded at fairvalue, being the estimated amount receivable by the Group, discounted to present day values.

The fairvalue of future anticipated cash receipts takes into account Directors’ views of an appropriate discount rate
(incorporating purchaser default rate), future house price movements and the expected timing of receipts. These

assumptions are given below and are reviewed at each year end.

Assumptions
Discountrate, incorporating default rate
House price inflation for the next three years

Timing of receipt

Sensitivity - effect on value of other financial assets (less)/more
Discountrate, incorporating default rate
House price inflation for the next three years

Timing of receipt

2015

10.5%
3.0%

10to 15years

2015
Increase
assumptions
by 1%/year
£m

(0.9)
0.5
(1.3)

2014

10.5%
3.0%

10to 13 years

2015
Decrease
assumptions
by 1%/year
£m

0.9
(0.5)



130

Crest Nicholson Annualintegrated report 2015

The difference between the anticipated future receipt and the initial fair value is charged over the estimated deferred term
to financing, with the financial asset increasing to its full expected cash settlement value on the anticipated receipt date. The

imputed interest credited to financing for the year ended 315t October 2015 was £3.9m (2014: £3.3m).

Atinitial recognition, the fair values of the assets are calculated using a discount rate, appropriate to the class of assets,

which reflects market conditions at the date of entering into the transaction. The Directors consider at the end of each

reporting period whether the initial market discount rate still reflects up to date market conditions. If a revision is required,
the fairvalues of the assets are remeasured at the present value of the revised future cash flows using this revised discount
rate. The difference between these values and the carrying values of the assets is recorded against the carrying value of the

assets and recognised directly in the statement of comprehensive income.

13 INVENTORIES

2015

£m

Work-in-progress: land, building and development 863.8
Completed buildings including show homes 40.7
904.5

2014
£m

779.6

34.5
814.1

Included within inventories is a fair value provision of £66.9m (2014: £90.7m) which arose on the acquisition of Castle Bidco

Limitedin 2009 and willunwind to cost of sales in future years as the units against which the original fair value provision was

{a

recognised are sold. Inventories of £390.0m (2014: £384.0m) is estimated to be recovered in more than 12 months. Inventories

of £565.4m (2014: £437.1m) were recognised as expensed in the year.

14 TRADE AND OTHER RECEIVABLES

2015
£m
Non-current
Tradereceivables 0.4
Due from jointventures 33.9
34.3
Current
Tradereceivables 25.2
Recoverable on contracts 13.6
Otherreceivables 7.9
Prepayments and accruedincome 2.3
49.0

2014

24.0
12.5
8.7
2.9

48.1

Currenttrade receivables of £11.2m have been collected since year end (2014: £5.7m). The remaining balance is due according

to contractual terms. Receivables are stated after provision for doubtful debts of £nil (2014: £nil).
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15 INTEREST-BEARING LOANS AND BORROWINGS

2015 2014
£m £m
Non-current
Revolving credit facility 206.0 135.0
Revolving credit facility issue costs (2.9) (2.4)
Other loans 7.5 14.1
210.6 146.7
Current
Other loans 7.4 14.6

There were undrawn amounts of £34.0m (2014: £65.0m) under the revolving credit facility at the statement of financial
position date. See Note 20 for additional disclosures.

16 TRADE AND OTHER PAYABLES

2015 2014
£m £m
Non-current
Land payables on contractualterms 96.0 82.4
Other payables 8.0 -
Accruals 1.6 0.5
105.6 82.9
Current
Land payables on contractualterms b4.4 104.4
Othertrade payables 888 30.0
Payments onaccount 18.2 17.5
Duetojointventures - 3.8
Taxes and social security costs 2.3 1.6
Other payables 1.1 20.7
Accruals 150.4 115.1
279.7 293.1

During the year the Group clarified its description of land payables on contractual termsto only include direct land vendor
liabilities. Otherindirect land-related liabilities (mainly s106 obligations) have been classified within accruals. 2014
comparatives have been reclassified resulting in a move of £27.7m from land payables on contractual terms to accruals; total
payables are unchanged.
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17 DEFERRED TAX ASSETS

2015 2014
£m £m
Atbeginning of the year 40.3 58.1
Income statement movement (17.7) (17.9)
Equity movements (1.7) 0.1
ATENDOF THEYEAR 20.9 40.3
The deferred tax asset comprises:
Tax losses 1.1 13.9
Inventories fairvalue 14.3 19.9
Share-based payments 3.3 1.2
Othertemporarydifferences 0.8 0.5
Pension deficit 1.4 4.8
DEFERRED TAXASSET 20.9 40.3

Atthe statement of financial position date the substantively enacted future corporation tax rates were 20% (FY2015 to FY2016),
19% (FY2017 to FY2019) and 18% beyond. The deferred tax assets have been evaluated at the rates at which they are expected
to reverse based on current forecasts (accounting period ends: 315t October 2016: 20%, 315t October 2017: 19.42%, 31st October
2018:19%, 315t October 2019: 19%, 31t October 2020: 18.42% and 315t October 2021 and subsequent: 18%).

Inventories fair value represents temporary differences on the carrying value of inventory fair valued on the acquisition of
Castle Bidco Limited in 2009. These temporary differences are expected to be recoverable in fulland are therefore recognised
as deferred taxassetsin the above amounts.

The Directors believe that future taxable profits will be sufficient to fully utilise the deferred tax losses.
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18 PROVISIONS

Rental and other
obligationsinrespect
of commercial

properties Other Total
£m £m £m
Non-current
At 31tOctober 2013 4.1 - 4.1
Utilised in the year (0.1) - (0.1)
At 315t October 2014 4.0 - 4.0
Charged to theincome statement 0.1 - 0.1
AT 31STOCTOBER 2015 4.1 - 4.1
Current
At 31t October 2013 2.5 2.2 4.7
Charged/(credited] to the income statement 0.3 (2.2) (1.9)
At 31tOctober 2014 2.8 - 2.8
Credited to the income statement (1.6) - (1.6)
Utilised in the year (0.1) - (0.1)
At 31stOctober 2015 1.1 - 1.1

The rentaland other obligations in respect of commercial properties provision covers the shortfall on commercial head
leases, rates and related service charges for the period the Group anticipates the lease being onerous. The Group has head
leases expiring up to September 2020. Other provisions relate to the unwind of investment fair value on joint ventures that
arose on the acquisition of Castle Bidco Limited in 2009 and unwound fully in the prior year.

19 SHARE CAPITAL

Share

Shares Nominal Share premium

issued value capital account

Number Pence £ £

Ordinarysharesasat31stOctober 2013 251,427,287 5 12,571,364 71,635,216
New share capital 4,026 5 201 9,743
Ordinary shares as at 31st October 2014 251,431,313 5 12,571,565 71,644,959
New share capital 229,887 5 11,495 15,944
ORDINARY SHARES AS AT 31STOCTOBER 2015 251,661,200 5 12,583,060 71,660,903

During the yearthe Companyissued the following new ordinary shares of 5 pence each to satisfy share options under the
Company’'s share incentive schemes.
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Share

Shares Exercise Share premium

issued price capital account

Number Pence £ £

2013 LTIP 47,360 - 2,368 -
2014 LTIP 8,419 - 421 -
2013 SAYE 6,373 247 319 15,423
2014 SAYE 199 267 10 521
2013 deferred bonus plan 160,624 - 8,031 -
2014 deferred bonus plan 6,912 - 346 -
229,887 11,495 15,944

During the previous year the Companyissued 4,026 new ordinary shares of 5 pence each to satisfy share options under the
Save as You Earn (SAYE) scheme, which became exercisable at a price of 247 pence per share.

For details of outstanding share options at 315t October 2015 see Note 21.

20 FINANCIAL RISK MANAGEMENT

The Group’s financialinstruments comprise cash, bank loans and overdrafts, trade receivables, other financial assets and
trade payables. The main objective of the Group’s policy towards financial instruments is to maximise returns on the Group’s
cash balances, manage the Group’s working capital requirements and finance the Group’s ongoing operations.

Capital management

The Group’s policies seek to match long-term assets with long-term finance and ensure that there is sufficient working
capital to meet the Group’s commitments as they fall due, comply with the loan covenants and continue to sustain trading.

The Group’s capital comprises shareholders’ funds and net borrowings. A five-year summary of this can be found in the
unaudited historical summary on page 159, in addition to its return on average capital employed.

The Group seeks to manage its capital through control of expenditure, dividend payments and through its banking facilities.

The revolving credit facility imposes certain minimum capital requirements on the Group. These requirements are integrated
into the Group’sinternal forecasting process and are regularly reviewed. The Group has, and is forecasting, to operate within
these capital requirements.

Financialrisk

The main risks associated with the Group’s financial instruments are credit risk, liquidity risk, market risk and interest rate
risk. The Board is responsible for managing these risks and the policies adopted are as set out below.

Creditrisk

Creditrisk is the risk of financial loss to the Group if a customer or other counterparty to a financial instrument fails to meet
its contractual obligations, and arises principally from the Group’s cash deposits, as most receivables are secured on land
and buildings.

The Group has cash deposits of £187.4m (2014: £142.0m) which are held by providers of its banking facilities. These are
primarily provided by HSBC Bank Plc, Barclays Bank Plc, Lloyds Bank Plc and The Royal Bank of Scotland, being four of the
UK’s leading financial institutions. The security and suitability of these banks is monitored by treasury on a regular basis.

Otherfinancial assets, as described in Note 12, of £24.2m (2014: £28.4m) are receivables on extended terms granted as
partof asalestransactionandare secured by way of a legal charge on the relevant property and therefore creditrisk is
considered low.
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The carrying value of trade and other receivables are mainly amounts due from housing association sales, land sales and
commercial sales and equate to the Group’s exposure to credit risk, which is set outin Note 14. Amounts due from joint
ventures of £33.9m (2014: £nil) is funding provided on two joint venture developments, which are being project managed by
the Group and are subject to contractual arrangements. Within trade and other receivables the other largest single amount
outstanding at the year end is £6.2m (2014: £4.2m), which is within agreed terms.

In managing risk the Group assesses the credit risk of its counterparties before entering into a transaction. No credit limits
were exceeded during the reporting period, and management does not expect any material losses from non-performance
of any counterparties, including in respect of receivables not yet due. No material financial assets are past due, orare
considered to be impaired as at the statement of financial position date (2014: none).

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.

Cash flow forecasts are produced to monitor the expected cash flow requirements of the Group against the available
facilities. The principal risks within these cash flows relate to achieving the level of sales volume and prices in line with
current forecasts.

The following are the contractual maturities of the financial liabilities of the Group at 315t October 2015:

Carrying Contractual Within More than

value cash flows 1year 1-2years 2-3years 3years

2015 £m £m £m £m £m £m
Revolving credit facility 206.0 207.6 1.6 - - 206.0
Get Britain Building loans 5.8 5.6 5.6 - - -
LIFF loans 9.4 10.2 2.2 2.1 2.0 3.9
Other financial liabilities carrying interest 73.6 77.4 29.8 23.6 24.0 -
Financial liabilities carrying no interest 291.2 302.8 235.3 31.4 14.9 21.2
At 31st October 2015 585.7 603.6 274.5 571 40.9 2311

Get Britain Building loans and LIFF loans are development specific loans from the HCA and are repayable on the earlier of
legal completion of related units or long stop dates. Other financial liabilities carrying interest are land acquisitions using
promissory notes. The timing and amount of future cash flows given in the table above is based on the Directors’ best estimate
of the likely outcome.

Carrying Contractual Within More than

value cash flows 1year 1-2years 2-3years 3years

2014 £m £m £m £m £m £m
Revolving credit facility 135.0 136.5 1.5 - - 135.0
Get Britain Building loans 19.3 19.9 14.8 5.1 - -
LIFF loans 9.4 10.4 0.3 2.1 2.1 5.9
Other financial liabilities carrying interest 55.7 57.3 28.9 28.4 - -
Financial liabilities carrying no interest* 301.2 314.2 249.4 26.7 5.4 32.7

At 31stOctober 2014 520.6 538.3 294.9 62.3 7.5 173.6
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Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices, will
affectthe Group’sincome or the value of its holdings of financial instruments.

Interestraterisk

Interestrate risk reflects the Group’s exposure to fluctuations to interest rates in the market. The risk arises because the
Group's revolving credit facility is subject to floating interest rates based on LIBOR, and the Get Britain Building and LIFF
loans are subject to the EU Reference rate. The Group accepts a degree of interest rate risk, and monitors rate changes to
ensure they are within acceptable limits and in line with banking covenants.

Fortheyearended 31%t October 2015 it is estimated thatanincrease of 1% in interest rates applying for the full year would
decrease the Group’s PBT by £1.8m (2014: £1.2m).

At 315t October 2015 the interest rate profile of the financial liabilities of the Group was:

2015 2014
£m £m

Sterling bank borrowings, loan notes and long-term creditors
Floating rate financial liabilities 220.9 163.7
Financial liabilities carryinginterest 73.6 55.7
Financial liabilities carrying nointerest* 291.2 301.2
585.7 520.6

For financial liabilities that have no interest payable but for which imputed interestis charged, consisting of land payables, the
weighted average period to maturity is 60 months (2014: 71 months].

2015 2014
£m £m

The maturity of the financial liabilities is:
Repayable within one year* 266.6 288.6
Repayable between one and two years 53.2 58.3
Repayable between two and five years 48.9 22.0
Repayable after five years 217.0 151.7
585.7 520.6

*During the year the Company clarified its description of land payables on contractual terms to only include direct land vendor liabilities. Other indirect land-
related liabilities (mainly s106 obligations) have been classified within accruals. The 2014 comparatives have been reclassified, resulting in a move of £27.7m
from land payables on contractualtermstoaccruals, and accruals have been added to the 2014 comparatives.

Fair values

Financial assets

The Group’s financial assets comprise cash equivalents, other financial assets and trade and other receivables. The carrying
amounts of financial assets equate to their fair value. At 315t October 2015 cash equivalents consisted of sterling cash deposits
of £187.4m (2014: £142.0m), with solicitors and on currentaccount, £24.2m (2014: £28.4m) of other financial assets, £47.1m
(2014: £45.2m) of trade, other receivables and amounts recoverable on contracts, and £33.9m (2014: £nil) of amounts due
from joint ventures.
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Financial liabilities

The Group’s financial liabilities comprise term loans, other loans, trade payables, payments on account, loans from joint
ventures and accruals. The carrying amount of the revolving credit facility, other loans, trade payables, payments on account,
loans from joint ventures and accruals equate to their fair value. The fair values of the revolving credit facility, other loans and
loan notes are calculated based on the present value of future principal and interest cash flows, discounted at the market rate
of interest at the statement of financial position date.

The fairvalues of the facilities determined on this basis are:

Nominal Face Carrying Fair
interest rate value value value Maturity
2015 £m £m £m
Revolving credit facility 3mth LIBOR +2.50% 206.0 206.0 206.0 2020
LIFF loans EU referencerate +2.2% 7.5 7.5 7.5 2019
TOTALNON-CURRENT INTEREST- 213.5 213.5 213.5
BEARING LOANS
Get Britain Building loans EUreferencerate+2.2%t04.0% 5.8 585 9.9 2016
LIFF loans EU referencerate + 2.2% 1.9 1.9 1.9 2016
TOTAL CURRENTINTEREST- 7.4 7.4 7.4
BEARING LOANS
Nominal Face Carrying Fair
interest rate value value value Maturity
2014 £m £m £m
Revolving credit facility 3mth LIBOR+3.75% 135.0 135.0 135.0 2019
Get Britain Building loans EUreferencerate+2.2%t04.0% 4.7 4.7 4.7 2016
LIFF loans EUreferencerate + 2.2% 9.4 9.4 9.4 2019
TOTALNON-CURRENT INTEREST- 1491 1491 1491
BEARING LOANS
Get Britain Building loans EUreferencerate+2.2%t04.0% 14.6 14.6 14.6 2015
TOTALCURRENT INTEREST- 14.6 14.6 14.6

BEARING LOANS
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Financial assets and liabilities by category

2015 2014
£m £m
Financial assets
Sterling cash deposits 187.4 142.0
Tradereceivables 25.6 24.0
Amounts due from jointventures 33.9 -
Recoverable on contracts 13.6 12.5
Otherreceivables 7.9 8.7
TOTAL LOANS AND RECEIVABLES 268.4 187.2
Other financial assets 24.2 28.4
TOTAL AVAILABLE-FOR-SALE 24.2 28.4
FINANCIAL ASSETS
TOTAL FINANCIAL ASSETS 292.6 215.6
2015 2014
£m £m
Financial liabilities
Revolving credit facility 206.0 135.0
Other loans 14.9 28.7
Land payments on contractualterms 160.4 186.8
Amounts due tojointventures - 3.8
Othertrade payables 3.3 30.0
Other payables 19.1 20.7
Accruals 152.0 115.6
FINANCIAL LIABILITIES AT AMORTISED COST 585.7 520.6

There were no gains or losses recorded on financial assets or liabilities in the year; the amount of interest income and
expense on each of the above can be seenin Note 5.

{a
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21 EMPLOYEE BENEFITS
(a) Retirement benefit obligations
Defined contribution scheme

The Group operates a defined contribution scheme for new employees. The assets of the scheme are held separately from
those of the Group in anindependently administered fund. The contributions to this scheme for the year were £1.9m (2014:
£1.7m). At the statement of financial position date there were no outstanding or prepaid contributions (2014: £nil).

Defined benefit scheme

The Company sponsors the Crest Nicholson Group Pension and Life Assurance Scheme, a funded DB Scheme in the UK. The
schemeis administered within a trust thatis legally separate from the Company. Trustees are appointed by both the Company
and the scheme’s members and actin the interest of the scheme and all relevant stakeholders, including the members and the
Company. The trustees are also responsible for the investment of the scheme’s assets.

The scheme closed to future accrual from 30" April 2010. Accrued pensionsin relation to deferred members are revalued at
statutory revaluationin the period before retirement. Benefits also increase either at a fixed rate or in line with inflation while
in payment. The scheme provides pensions to members on retirement and to their dependants on death.

The Company pays contributions in relation to the funding deficit as determined by regular actuarial valuations. The trustees
arerequired to use prudentassumptions to value the liabilities and costs of the scheme, whereas the accounting assumptions
must be best estimates.

Responsibility for making good any deficit within the scheme lies with the Company and this introduces a number of risks
forthe Company. The majorrisks are interest rate risk, inflation risk, investment risk and longevity risk. The Company and
trustees are aware of these risks and manage them through appropriate investment and funding strategies.

The schemeis subject to regular actuarial valuations, which are usually carried out every three years. The last actuarial
valuation was carried out with an effective date of 31st January 2015. These actuarial valuations are carried out in accordance
with the requirements of the Pensions Act 2004 and so include deliberate margins for prudence. This contrasts with these
accounting disclosures, which are determined using best estimate assumptions.

The results of the actuarial valuation as at 31t January 2015 have been projected to 315 October 2015 by a qualified
independent actuary. The figuresin the following disclosure were measured using the Projected Unit Method.

The investment strategyin place for the scheme is to investin a mix of return seeking, index linked and fixed interest
investments. At 315t October 2015, the allocation of the scheme’s invested assets was 76% in return seeking investments,
4% in corporate bonds, 18% inindex linked gilts and 2% in cash. Details of the investment strategy can be found in the
scheme’s Statement of Investment Principles, which the trustees update as the policy evolves.

2015 2014 2013
£m £m £m

The amountsrecognisedinthe statement of financial position are as follows:
Presentvalue of scheme liabilities (165.3) (173.4) (160.0)
Fairvalue of scheme assets 157.8 149.7 138.5
NET AMOUNT RECOGNISED ATYEAREND (7.5) (23.7) (21.5)

Adeferredtaxassetof £1.4m (2014: £4.8m) has been recognised in the consolidated statement of financial position.
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The amounts recognised in comprehensive income are:

The currentand past service costs, settlements and curtailments, together with the netinterest expense for the year, where

{a

applicable, areincluded in the consolidated statement of comprehensive income. Remeasurements of the net defined benefit

liability are included in other comprehensive income.

Administration expenses

Netinterest expense

CHARGE RECOGNISED IN THEINCOME STATEMENT
Remeasurements of the net liability:
Returnonscheme assets

Lossarising from changes in financialassumptions
Gainarising from changesin demographic assumptions

Experience (gain)/loss

(CREDIT)/CHARGE RECORDED IN OTHER COMPREHENSIVE INCOME

TOTAL DEFINED BENEFIT SCHEME (CREDIT)/COST

The principal actuarial assumptions used were:

Liability discount rate

Inflation assumption - RPI

Inflation assumption - CPI

Rate of increasein salaries

Revaluation of deferred pensions

Increases for pensions in payment:
Benefitsaccruedinrespect of GMP
Benefitsaccruedin excess of GMP pre-1997
Benefitsaccrued post-1997

Proportion of employees opting for early retirement

Proportion of employees commuting pension for cash

2015
£m

0.5
0.8
1.3

3.0
3.0
3.1
0.0

100.0

2014
£m

0.3
0.8
11

(1.1)
10.8

0.4
10.1
11.2

2014
%

3.9
3.2
2.4
0.0
2.4

3.0
3.0
3.1
0.0

100.0
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2015 2014
% %
Mortality assumption - pre-retirement ACO00 SAPS
S1PxA
CMI_2011
ltr1.5%
Mortality assumption - male post-retirement SAPSS2 SAPSS1
PMA PMA
CMI_2014  CMI_2011
ltr 1.5% ltr 1.5%
Mortality assumption - female post-retirement SAPSS?2 SAPSS1
PFA PFA
CMI_2014  CMI_20M
ltr 1.5% ltr 1.5%
Future expected lifetime of current pensioner atage 65:
Male aged 65 atyearend 22.6years  23.2years
Female aged 65 atyearend 24.7years  25.7years
Future expected lifetime of future pensioner atage 65:
Male aged 45 atyearend 24.7years  24.8years
Female aged 45 atyearend 27.0years  27.2years
Changesinthe presentvalue of assets over the year:
2015 2014
£m £m
Fairvalue of assets at beginning of the year 149.7 138.5
Interestincome 6.0 6.1
Return on assets (excludingamountincluded in netinterest expense) (1.6) 1.1
Contributions from the employer 9.0 9.0
Benefits paid (4.8) (4.7)
Administration expenses (0.5) (0.3)

FAIRVALUE OF ASSETS ATEND OF THEYEAR 157.8 149.7
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Changesinthe presentvalue of liabilities over the year:

2015 2014
£m £m
Liabilities at beginning of the year 173.4 160.0
Interest cost 6.8 6.9
Remeasurement (gains)/losses:
Actuarial losses arising from changes in financial assumptions 1.2 10.8
Actuarial gains arising from changesin demographic assumptions (7.1) -
Experience (gains)/losses (4.2) 0.4
Benefits paid (4.8) (4.7)
LIABILITIES ATEND OF THEYEAR 165.3 173.4
The split of the scheme’s liabilities by category of membership is as follows:
2015 2014
£m £m
Deferred pensioners 94.1 109.6
Pensionsin payment 71.2 63.8
165.3 173.4
2015 2014
Years Years
Average duration of the scheme’s liabilities at the end of the year 17.0 18.0
This can be subdivided as follows:
Deferred pensioners 21.0 21.0
12.0 12.0

Pensionsin payment

{a
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The major categories of scheme assets are as follows:

2015 2014
£m £m

Returnseeking:
UK equities 13.7 15.6
Overseas equities 23.7 31.1
Other (hedge funds, multistrategy and absolute return funds) 76.2 24.5
RETURN SEEKING SUBTOTAL 113.6 71.2
Debtinstruments:
Corporates 6.7 39.3
Index linked 26.4 23.3
DEBTINSTRUMENT SUBTOTAL 33.1 62.6
Other:
Property = 0.7
Cash 2.6 6.3
Insured annuities 8.5 8.9
OTHERSUBTOTAL 11.1 15.9
TOTAL MARKET VALUE OF ASSETS 157.8 149.7

All scheme assets with the exception of cash and insured annuities are quoted assets.
The scheme has noinvestments in the Group orin property occupied by the Group.

The Group expects to contribute £0.75m per month until 30*" November 2017, and £0.75m per month from 1st December 2017
until 31t August 2021, subject to scheme funding.

Sensitivity of the liability value to changesin the principal assumptions:

Ifthe discount rate was 0.25% higher/(lower], the scheme’s liabilities would decrease by £6.7m (increase by £7.1m] if all the
otherassumptions remained unchanged.

Ifthe inflation assumption was 0.25% higher/(lower], the scheme’s liabilities would increase by £3.8m (decrease by £3.7m] if
allthe other assumptions remained unchanged.

If life expectancies were to increase by one year, the scheme’s liabilities would increase by £5.7mif all the other assumptions
remained unchanged.
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(b) Share-based payments

The Group operates an LTIP, employee share option scheme (ESOS), SAYE scheme and a deferred bonus plan.

Expected volatility for all plans/schemes (where applicable] is based on the historical share price movements of Crest
Nicholson Holdings plc since the Company listed in February 2013 (2014: expected volatility (where applicable), based on
historical share price movements of comparable companies, given that Crest Nicholson Holdings plc was only listed in
February 2013).

Long-Term Incentive Plan

The Group’s LTIP is open to the Executive Directors and senior management with awards being made at the discretion of the
Remuneration Committee. Awards under the plan vest over three years and are subject to three years’ service, and return on
capitaland profit performance conditions. Options granted underthe plan are exercisable between three and 10 years after
the date of grant. Awards may be satisfied by shares held in the employee benefit trust (EBT), the issue of new shares (directly
ortothe EBT) or the acquisition of shares in the market.

2015 2015 2015 Total 2014 2014 Total
Date of grant 8t Mar 2013 14t Feb 2014 27t Feb 2015 8t Mar 2013 14t Feb 2014
Options granted 2,226,041 1,246,861 1,270,176 2,226,041 1,246,861
Fairvalue at £2.62 £3.49 £4.02 £2.62 £3.49
measurement date
Share price on date £2.80 £3.81 £4.45 £2.80 £3.81
of grant
Exercise price £0.00 £0.00 £0.00 £0.00 £0.00
Vesting period 3years 3years 3years 3years 3years
Expected dividend yield 2.50% 2.50% 3.20% 2.50% 2.50%
Expected volatility 33.00% 28.90% 30.00% 33.00% 28.90%
Risk free interest rate 0.40% 0.40% 0.86% 0.40% 0.40%
Valuation model Binomial Binomial Binomial Binomial Binomial
Contractuallife from 8thMar 2013 14t Feb 2014 27t Feb 2015 8thMar 2013 14t Feb 2014
Contractual life to 7t Mar 2023 13t Feb 2024 26" Feb 2025 7t"Mar 2023 13t Feb 2024
Movementsintheyear
Options at beginning 2,026,405 1,200,020 - 3,226,425 2,140,612 - 2,140,612
of theyear
Granted during the year - - 1,270,176 1,270,176 - 1,246,861 1,246,861
Exercised during (47,360) (8,419) - (55,779) - - -
theyear
Lapsed during the year (50,334) (89,487) (49,341) (189,162) (114,207) (46,841) (161,048)
OPTIONS ATEND 1,928,711 1,102,114 1,220,835 4,251,660 2,026,405 1,200,020 3,226,425
OF THEYEAR
EXERCISABLE ATEND - - - - - - -
OF THEYEAR
Charge toincome £1.7m £1.2m £0.7m £3.6m £1.7m £0.9m £2.6m

The weighted average exercise price of LTIP options was £nil (2014: £nil).
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Employee share option scheme

Thisisalimited scheme that represents the balance of shares from the previous managementincentive plan, which vested
atadmission. The balance of shares are held by the Group’s Employee Share Ownership Trustand certain options have
been granted to Executive Directors and other employees. Options granted under the plan are exercisable between two and
10years after the date of grant. The options are valued at the admission price or share price on date of grant. There are no
performance criteria but recipients must remain employed by the Group on the applicable vesting date.

2015 2015 Total 2014 2014 2014 Total
Date of grant 6" Mar 17t Aug 11t Feb 6" Mar 6" Mar

2013 2015 2013 2013 2013
Options granted 615,000 1,500 1,070,131 92,500 615,000
Fairvalue at £0.00 £0.00 £0.00 £0.00 £0.00
measurement date
Share price on date £2.69 £5.68 £2.20 £2.69 £2.69
of grant
Exercise price £0.00 £0.00 £0.00 £0.00 £0.00
Vesting period 3years 2years 1year 2years 3years
Expected dividend N/A N/A N/A N/A N/A
yield
Expected volatility N/A N/A N/A N/A N/A
Risk free interest rate N/A N/A N/A N/A N/A
Valuation model N/A N/A N/A N/A N/A
Contractuallife from 6t Mar 17t Aug 11" Feb 6t Mar 6t Mar

2013 2015 2013 2013 2013
Contractual life to 5t Mar 16t Aug 10t Feb 5" Mar 5" Mar

2023 2025 2023 2023 2023
Movementsin
theyear
Options at beginning 539,000 - 539,000 846,478 92,500 597,000 1,535,978
of theyear
Granted during - 1,500 1,500 - - - -
theyear
Exercised during (539,000) - (539,000) (846,478) (92,500) - (938,978)
theyear
Lapsed during the year - - - - - (58,000) (58,000)
OPTIONS ATEND OF - 1,500 1,500 - - 539,000 539,000
THEYEAR
EXERCISABLE AT - - - - - - -
END OF THEYEAR
Chargetoincome £0.3m - £0.3m - £0.1m £0.6m £0.7m

The weighted average exercise price of employee share options was £nil (2014: £nil).
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Saveas You Earn

Date of grant

Options granted

Fairvalue at measurementdate
Share price on date of grant
Exercise price

Vesting period

Expected dividendyield
Expected volatility

Risk free interest rate

Valuation model

Contractual life from

Contractuallife to

Movementsintheyear
Options atbeginning of the year
Granted during the year
Exercised during the year
Lapsed during the year
OPTIONS ATEND OF THEYEAR

EXERCISABLEATEND OF THEYEAR

Charge toincome

2015

22" May
2013

805,805
£0.82
£3.09
£2.47

3years
2.50%
32.00%
0.55%

Binomial

1stAug
2013

1stFeb
2017

695,720

(6,373)
(72,233)
617,114

£0.2m

2015

15t Jul
2014

569,998
£0.70
£3.44
£2.76

3years

2.50%

28.90%

1.61%

Binomial

15t Aug
2014

1stFeb
2018

559,697
(199)
(91,804)
467,694

£0.Tm

2015

16t Jul
2015

257,264
£1.03
£5.63
£4.51

3years
3.00%
29.00%
1.16%

Binomial

1t Aug
2015

1stFeb
2019

257,264

(9,974)
247,290

Total

1,255,417
257,264
(6,572)
(174,011)
1,332,098

£0.3m

Executive Directors and eligible employees are invited to make regular monthly contributions to a Sharesave scheme
operated by Equiniti. On completion of the three-year contract period employees are able to purchase ordinary shares in the
Company based on the market price at the date of invitation less a 20% discount. There are no performance conditions.

Weighted average
exercise price
2015

£2.60
£4.51
£2.48
£2.74

£2.95

{a



Crest Nicholson Annualintegrated report 2015 147

Q Strategicreport Governance Financialstatements

105 Statementof Directors’ responsibilities 115 Consolidated cash flow statement

106 Independentauditors’ report D Notes to the consolidated financial statements
112 Consolidated income statement 155 Company statement of financial position

113 Consolidated statement of comprehensive income 156 Notestothe Companyfinancial statements
113 Consolidated statement of changesin equity 159 Historical summary (unaudited)

114 Consolidated statement of financial position 160 Groupdirectory

Weighted average
exercise price

2014 2014 Total 2014
Date of grant 227 May 15t Jul
2013 2014
Options granted 805,805 569,998
Fairvalue at measurement date £0.82 £0.70
Share price on date of grant £3.09 £3.44
Exercise price £2.47 £2.76
Vesting period 3years 3years
Expected dividend yield 2.50% 2.50%
Expected volatility 32.00% 28.90%
Risk free interest rate 0.55% 1.61%
Valuation model Binomial Binomial
Contractuallife from 15tAug 1stAug
2013 2014
Contractual life to 1stFeb 1stFeb
2017 2018
Movementsintheyear
Options at beginning of the year 780,304 - 780,304 £2.47
Granted during the year - 569,998 569,998 £2.76
Exercised during the year (4,026) - (4,026) £2.47
Lapsed during the year (80,558) (10,301) (90,859) £2.50
OPTIONS ATEND OF THEYEAR 695,720 559,697 1,255,417 £2.60

EXERCISABLE ATEND OF THEYEAR - - -

Charge toincome £0.2m - £0.2m
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Deferred bonus plan

Date of grant

Options granted

Fairvalue at measurementdate
Share price on date of grant
Exercise price

Vesting period

Expected dividendyield
Expected volatility

Risk free interest rate

Valuation model

Contractual life from

Contractual life to

Movementsin theyear
Options at beginning of the year
Granted during theyear
Exercised during the year
Lapsedduring the year
OPTIONS ATEND OF THEYEAR

EXERCISABLE ATEND OF THEYEAR

Charge toincome

2015

14" Feb
2014

155,752
£3.81
£3.81
£0.00

3years

N/A
N/A
N/A
N/A

14" Feb
2014

13t Feb
2024

155,752
4,872
(160,624)

£0.1m

2015

27" Feb
2015

138,112
£4.45
£4.45
£0.00

3years

N/A
N/A
N/A
N/A

27" Feb
2015

26" Feb
2025

138,112

138,112

£0.4m

2015

27t Feb
2015

119,107
£4.45
£4.45
£0.00
1year

N/A
N/A
N/A
N/A

27" Feb
2015

26" Feb
2025

119,107
(6,912)
(5,959)

106,236

£0.3m

Total

155,752

262,091
(167,536)
(5,959)
244,348

£0.8m

The weighted average exercise price of deferred bonus plan share options was £nil (2014: £nil).

2014

14t Feb
2014

155,752
£3.81
£3.81
£0.00

3years

N/A
N/A
N/A
N/A

14t Feb
2014

13t Feb
2024

155,752

155,752

£0.5m

Under the terms of certain bonus schemes, some parts of bonus payments must be deferred into share options. The options
carryno performance criteriaand vest over one or three years. Options granted under the plan are exercisable between one
and 10years after the date of grant. Deferred bonus plan option numbers are based on the share price on date of grant.

Total

155,752

155,752

£0.5m

{a
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Total share incentive schemes

2015 2014
Movementsintheyear
Options at beginning of the year 5,176,594 4,456,894
Granted during the year 1,791,031 1,972,611
Exercised during the year (768,887) (943,004)
Lapsed during the year (369,132) (309,907)
OPTIONS ATEND OF THEYEAR 5,829,606 5,176,594
EXERCISABLE ATEND OF THEYEAR - -
Charge toincome £5.0m £4.0m

The weighted average share price at the date of exercise of share options exercised during the year was £4.08 (2014: £3.78).

22 CONTINGENT LIABILITIES

There are performance bonds and other engagements, including those in respect of joint venture partners, undertakenin the

ordinary course of business from which itis anticipated that no material liabilities will arise.

23 OPERATING LEASES

At 315t October 2015, total outstanding commitments for future minimum lease payments under non-cancellable operating

leases were:

2015 2014
£m £m
Land and buildings
Within oneyear 2.5 3.0
Less: minimum sub-lease income (0.7) (1.0
Between two and five years 8.1 8.7
Less: minimum sub-lease income (1.1) (0.9)
Afterfiveyears 2.8 2.4
11.6 12.2
Other
Within oneyear 1.4 1.3
Between two and five years 1.9 1.3
3.3 2.6
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24 MOVEMENT IN NET DEBT

Cash and cash equivalents
Bank loans

NETDEBT

25 RELATED-PARTY TRANSACTIONS

2015 Movement 2014
£m £m
187.4 142.0
(218.0) (56.7) (161.3)
(30.6) (11.3) (19.3)

The Company’s Non-Executive Directors have associations other than the Company. From time to time the Group may buy
products or services from organisations with which a Non-Executive Director has an association. Where this occurs, itis on
normal commercial terms and without the direct involvement of the Non-Executive Director.

The Group has historical joint venture arrangements with subsidiaries of Quintain Estates and Development plc on normal

trading terms. William Rucker (Chairman of the Company) was also Chairman of Quintain Estates and Development plc until

25" September 2015.

The Group has entered into the following related-party transactions:

{a

i) Transactionswithjointventures, which are disclosed in Note 11. The Group has provided book-keeping services to certain
jointventures which have been recharged at cost £24k (2014: £24K).

ii) TheBoardand certain key management are related parties. Detailed disclosure for Board members is given within the

Directors’ remuneration report.

iii) Stephen Stone, Chief Executive, is a Non-Executive Director of the HBF. The Group paid subscription and other fees during

the year to the HBF of £90k (2014: £105k).

iv] Pam Alexander, Independent Non-Executive Director, is a Non-Executive Director of The Academy of Urbanism. The

Group paid subscription and other fees during the year to The Academy of Urbanism of £17k (2014: £17k).

26 GROUP UNDERTAKINGS

Inaccordance with s409 Companies Act 2006, the following is a list of all the Group’s undertakings at 315t October 2015.

Subsidiary undertakings

At 31t October 2015 the Group had aninterest in the below subsidiary undertakings, which are included in the consolidated

financial statements.

Entity name

Bartley Wood Management Services No.2 Limited
Bath Riverside Estate Management Company Limited
Bath Riverside Liberty Management Company Limited
Block F1 Whitelands Park Limited

Block F2 Whitelands Park Limited

Block F3Whitelands Park Limited

Block L1-L3 Whitelands Park Limited

Brenville Limited

Registered
office

Place of
incorporation

5
9

Year end
date

31stMarch
31stOctober
31stOctober
31+t October
31:tOctober
31stOctober
31stOctober

31stOctober

Shareholding
(director
indirect)

100%
100%
100%
100%
100%
100%
100%
100%
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Shareholding
Registered Place of Year end (director
Entity name office incorporation date indirect)
Bristol Parkway North Limited 1 5 315t October 100%
CN Nominees Limited 1 5 31°tOctober 100%
Camberley (Commercial) Limited 1 6 31stOctober 100%
Camberley Res No.1 Limited 1 5 31stOctober 100%
Camberley Res No.2 Limited 1 5 31stOctober 100%
Camberley Res No.3 Limited 1 5 315t October 100%
Camberley Res No.4 Limited 1 5 31t October 100%
Camberley Res No.5 Limited 1 5 31t October 100%
Cardiff Freeport Limited 1 5 31stOctober 100%
Castle Bidco Limited* 1 5 31t October 100%
Clevedon Developments Limited 1 5 31t October 100%
Clevedon Investment Limited 1 5 31stOctober 100%
CN Properties Limited 1 5 31t October 100%
Crest (Claybury] Limited 1 5 31stOctober 100%
Crest (Napsbury) Limited 1 5 31stOctober 100%
Crest Construction Limited 1 5 31°tOctober 100%
Crest Construction Management Limited 1 5 31t October 100%
Crest Developments Limited 1 o 31stOctober 100%
Crest Estates Limited 1 5 31t October 100%
Crest Homes (Chiltern] Limited 1 5 31stOctober 100%
Crest Homes (Eastern] Limited 1 5 31stOctober 100%
Crest Homes (Midlands) Limited 1 5 31tOctober 100%
Crest Homes (Nominees) Limited 1 5 31t October 100%
Crest Homes (Northern) Limited 1 5 31stOctober 100%
Crest Homes (South East] Limited 1 5 31stOctober 100%
Crest Homes (South West] Limited 1 5 31stOctober 100%
Crest Homes (South) Limited 1 5 31stOctober 100%
Crest Homes (Wessex) Limited 1 5 31t October 100%
Crest Homes (Westerham] Limited 1 5 31stOctober 100%
Crest Homes Limited 1 5 31°tOctober 100%
Crest Homes Management Limited 1 5 31t October 100%
Crest Manhattan Limited 1 5 31t October 100%
Crest Nicholson (Bath Western) Limited 1 5 31stOctober 100%
Crest Nicholson [Bath) Holdings Limited 1 5 31t October 100%
Crest Nicholson (Chiltern) Limited 1 5 31stOctober 100%

* Castle Bidco Limited isthe only direct holding of Crest Nicholson Holdings plc.
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Entity name

Crest Nicholson (Eastern] Limited

Crest Nicholson (Epsom) Limited

Crest Nicholson (Londinium]) Limited

Crest Nicholson (London) Limited

Crest Nicholson (Midlands) Limited

Crest Nicholson (Rainsford Road) Limited

Crest Nicholson (South East] Limited

Crest Nicholson (South West] Limited

Crest Nicholson (South] Limited

Crest Nicholson (Wainscott)

Crest Nicholson (Wessex]) Limited

Crest Nicholson Developments (Chertsey) Limited
Crest Nicholson Greenwich Limited

Crest Nicholson Operations Limited
CrestNicholson Overseas Limited

Crest Nicholson plc

Crest Nicholson Projects Limited
CrestNicholson Properties Limited
CrestNicholson Properties Scarborough No.2 Limited
CrestNicholson Quest Trustee Limited

Crest Nicholson Regeneration Limited

Crest Nicholson Residential (London) Limited
Crest Nicholson Residential (Midlands] Limited
Crest Nicholson Residential (South East] Limited
Crest Nicholson Residential (South) Limited
CrestNicholson Residential Limited

Crest Nominees Limited

Crest Partnership Homes Limited

Crest Strategic Projects Limited

Dialled Despatches Limited

Eastern Perspective Management Company Limited
Grassphalte-Gaze Limited

Landscape Estates Limited

Mertonplace Limited

Nicholson Estates (Century House] Limited

Registered
office

Place of
incorporation

5
5

Year end
date

31t October
31°tOctober
31stOctober
31+t October
31t October
31:tOctober
31°tOctober
31stOctober
31stOctober
31t October
31:tOctober
31stOctober
31t October
31+t October
31:tOctober
31°tOctober
31stOctober
31stOctober
31t October
31:tOctober
315t October
31stOctober
31+t October
31t October
31°tOctober
31stOctober
31+t October
31+t October
31:tOctober
31°tOctober
31stOctober
31stOctober
31t October
31°tOctober

31stOctober

Shareholding
(director
indirect)

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
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Shareholding
Registered Place of Year end (director
Entity name office incorporation date indirect)
Nicholson Estates GN Tower No.2 Limited 1 6 31t October 100%
Nicholson Homes Limited 1 5 31°tOctober 100%
Park Central Management (Central Plaza) Limited 1 5 31stOctober 100%
Ellis Mews (Park Central) Management Limited 1 ® 31t October 100%
Park Central Management (Zone 11) Limited 1 5 31t October 100%
Park Central Management (Zone 12) Limited 1 5 31stOctober 100%
Park Central Management (Zone 1A North) Limited 1 5 31t October 100%
Park Central Management (Zone 1A South) Limited 1 5 31t October 100%
Park Central Management (Zone 1B) Limited 1 ® 31t October 100%
Park Central Management (Zone 3/1) Limited 1 5 31stOctober 100%
Park Central Management (Zone 3/2) Limited 1 5 31stOctober 100%
Park Central Management (Zone 3/3) Limited 1 5 31stOctober 100%
Park Central Management (Zone 3/4) Limited 1 5 31stOctober 100%
Park Central Management (Zone 4/41 & 42) Limited 1 5 31t October 100%
Park Central Management (Zone 4/43/44) Limited 1 5 315t October 100%
Park Central Management (Zone 5/53) Limited 1 5 31stOctober 100%
Park Central Management (Zone 5/54) Limited 1 5 31stOctober 100%
Park Central Management (Zone 5/55) Limited 1 ® 31t October 100%
Park Central Management (Zone 6/61-64) Limited 1 5 31t October 100%
Park Central Management (Zone 7/9) Limited 1 5 31stOctober 100%
Park Central Management (Zone 8) Limited 1 5 31stOctober 100%
Park Central Management (Zone 9/91) Limited 1 5 31stJanuary 100%
Riverside Dacorum No.2 Limited 1 6 31t October 100%
The Gloucester Docks Trading Company Limited 1 5 31t October 100%
Timberform Building Systems Limited 1 5 315t October 100%
Toptool Products Limited 1 5 31t October 100%
Yawbrook Limited 1 5 31+t October 100%
Building 7 Harbourside Management Company Limited 1 5 31t October 58.33%
Buildings 3A, 3B & 4 Harbourside Management 1 5  31tDecember 83.33%
Company Limited
Harbourside Leisure Management Company Limited 1 5  31tDecember 71.43%

Park West Management Services Limited 1 5 31t October 62.00%



Crest Nicholson Annualintegrated report 2015

{a

Joint venture undertakings

At 3715t October 2015 the Group had aninterestin the following principal joint venture undertakings, which are equity accounted
within the consolidated financial statements. The principal activity of all undertakings is that of residential development.

Shareholding

Registered Place of Year end (director
Entity name office incorporation date indirect)
Materialjoint ventures
CrestNicholson Bioregional Quintain LLP 1 5 31:tOctober 50%
Kitewood (Cossall] Limited 1 5 31°tOctober 50%
Bonner Road LLP 1 5 31stMarch 50%
Crest Nicholson/Galliford Try (Epsom]) LLP 1 5 31t October 50%
Other joint ventures not material to the Group
The Century House Property Company Limited 1 5 31t October 50%
Crest Nicholson Bioregional Quintain (Gallions) LLP 1 5 31stOctober 50%
Brentford Lock Limited 8 5  31tDecember 50%
Haydon Development Company Limited 4 5 30t April 21.36%
North Swindon Development Company Limited 1 5 31t October 32.64%

Registered office:

1 CrestHouse, Pyrcroft Road, Chertsey, Surrey KT16 9GN, UK.

2 Unit2&3Beech Court, Wokingham Road, Hurst, Reading RG10 0RU, UK.
3 Persimmon House, Fulford, York YO19 4FE, UK.

4 6DrakesMeadow, Penny Lane, Swindon, Wiltshire SN33LL, UK.

Place of incorporation:
5 GreatBritain.
6 Jersey.

Joint operations

The Group is party to ajointarrangement with Linden Homes Ltd, the purpose of which is to acquire, and develop,
asitein Hemel Hempstead, Herfordshire. The two parties are jointly responsible for the control and management
of the site’s development, with each party funding 50% of the cost of the land acquisition and development of the
site, inreturn for 50% of the returns. As such, this arrangement was designated as a joint operation.

The Group is party to ajointarrangement with CGNU Life Assurance Limited, the purpose of which is to acquire,
and develop, a sitein Chertsey, Surrey. The two parties are jointly responsible for the control and management of
the site’'s development, with each party funding 50% of the cost of the land acquisition and development of the site,
inreturn for 50% of the returns. As such, this arrangement has been designated as a joint operation.

The Group is party to ajointarrangement with Passion Property Group Limited, the purpose of which was to
develop asitein London. The development was completed in 2014 and there are no material balancesin the
Group financial statements relating to this joint arrangement as at 315t October 2015. The two parties were jointly
responsible for the control and management of the site’s development, with each party having prescribed funding
obligations and returns. As such, this arrangement has been designated as a joint operation.

In line with the Group’s accounting policies, the Group has recognised its share of the jointly controlled assets
and liabilities, and income and expenditure, in relation to these joint arrangements on a line-by-line basis in the
consolidated statement of financial position and consolidated income statement.
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COMPANY STATEMENT OF FINANCIAL POSITION

2015 2014
As at 31stOctober 2015 Note £m £m
Fixed assets
Investments 4 - -
Currentassets
Debtors 5 393.6 416.0
NET CURRENTASSETS 393.6 416.0
TOTAL ASSETS LESS CURRENT LIABILITIES 393.6 416.0
NETASSETS 393.6 416.0
Capitalandreserves
Called up share capital 6 12.6 12.6
Share premium account 7 71.6 71.6
Profitand loss account 7 309.4 331.8
TOTALSHAREHOLDERS’ FUNDS 7 393.6 416.0

The notes on pages 156 to 158 form part of these financial statements.

There are no recognised gains and losses for the year other than the profit for the year (2014: nil].
These financial statements were approved by the Board of Directors on 26" January 2016.

On behalf of the Board

S Stone
PJBergin
Directors
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

Fortheyearended 315t October 2015

1 ACCOUNTING POLICIES
The following accounting policies have been applied consistently in dealing with items that are considered material in relation
to the financial statements, on a going concern basis and in accordance with the Companies Act 2006.

Basis of preparation
The Company financial statements have been prepared under the historical cost accounting rules and in accordance with
applicable UKaccounting standards.

The accounting policies have been applied consistently in dealing with items that are considered material.

Under section 408 of the Companies Act 2006 the Company is exempt from the requirement to present its own profit and loss
account. The Company recorded a profit for the year of £19.3m (2014: £44.1m).

Under FRS 1, the Company is exempt from the requirement to prepare a cash flow statement on the grounds that its
consolidated financial statements, which include the Company, are publicly available.

The principal accounting policies adopted are set out below.

Adoption of Financial Reporting Standard (FRS) 101 ‘Reduced disclosure framework’

Following the publication of FRS100 Application of Financial Reporting Requirements by the Financial Reporting Council, the
Company s required to change its accounting framework for its parent Company financial statements, which is currently UK
GAAP, forits financial year commencing 15t November 2015. The Company intends to adopt Financial Reporting Standard 101
‘Reduced disclosure framework’ for its parent Company financial statements unless it receives objections in writing from
shareholders holdingin aggregate 5% or more of the total allotted shares in the Company before the Company’s AGM on

17t March 2016.

Investments

Investments in Group undertakings are included in the statement of financial position at cost less any provision for impairment.

Taxation
The charge for taxation is based on the result for the year and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes.

Deferred taxis recognised, without discounting, in respect of all timing differences between the treatment of certain items
for taxation and accounting purposes which have arisen but not reversed by the statement of financial position date, except as
otherwise required by FRS 19.

Dividends
Dividends arerecorded inthe Company’s financial statements in the period in which they are approved by the shareholders or
paid, whicheveris earliest.

Audit fee

Auditors’ remuneration for audit of these financial statements of £9,500 (2014: £9,500) was met by Crest Nicholson plc. No
disclosure of other non-audit services has been made as thisisincluded within Note 3 of the consolidated financial statements.

2 STAFF NUMBERS AND COSTS
The Company has no employees during either year. Details of Directors” emoluments which were paid by another Group
company are setoutinthe remuneration report on pages 84 to 100.

3 DIVIDENDS

Details of the dividends recognised as distributions to equity shareholders in the year and those proposed after the statement
of financial position date are as shown in Note 7 of the consolidated financial statements.
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4 INVESTMENTS
Fixed assetinvestments relate to the investment in Castle Bidco Limited of £1. The subsidiary undertakings are shown in
Note 26 of the consolidated financial statements.

5 DEBTORS
2015 2014
£m £m
Amounts falling due within one year:
Amounts due from Group undertakings 393.6 416.0

Amounts due from Group undertakings are unsecured, repayable on demand and carry an interest rate of 5.0% (2014: 12.0%).

6 CALLEDUPSHARE CAPITAL

Called up Share

Shares Nominal share premium

issued value capital account

Number Pence £ £

Ordinary shares as at 31st October 2013 251,427,287 5 12,571,364 71,635,216
New share capital 4,026 5 201 9,743
Ordinary shares as at 31st October 2014 251,431,313 5 12,571,565 71,644,959
New share capital 229,887 5 11,495 15,944
Ordinary shares as at 31st October 2015 251,661,200 5 12,583,060 71,660,903

During the yearthe Companyissued the following new ordinary shares of 5 pence each to satisfy share options under the
Company’'s share incentive schemes.

Called up Share

Shares Exercise share premium

issued price capital account

Number Pence £ £

2013 LTIP 47,360 - 2,368 -
2014 LTIP 8,419 - 421 -
2013 SAYE 6,373 247 319 15,423
2014 SAYE 199 267 10 521
2013 deferred bonus plan 160,624 - 8,031 -
2014 deferred bonus plan 6,912 - 346 -
229,887 11,495 15,944

During the previous year the Company issued 4,026 new ordinary shares of 5 pence each to satisfy share options under the
SAYE scheme, which became exercisable at a price of 247 pence per share.



158

Crest Nicholson Annualintegratedreport 2015

7 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

Share Profit Total

Share premium and loss shareholders’

capital account account funds

£m £m £m £m

At 31st October 2013 12.6 71.6 314.3 398.5
Dividends paid - - (26.6) (26.6)
Profit for the year - - 441 441
At 31st October 2014 12.6 71.6 331.8 416.0
Dividends paid - - (41.7) (41.7)
Profit for the year - - 19.3 19.3
At 31st October 2015 12.6 71.6 309.4 393.6

8 CONTINGENT LIABILITIES

There are performance bonds and other arrangements, including those in respect of joint venture partners, undertakenin

the ordinary course of business from which itis anticipated that no material liabilities will arise.

In addition, the Company is required from time to time to act as surety for the performance by subsidiary undertakings of

contracts enteredintointhe normal course of their business.

9 RELATED PARTIES

The Companyis exempt from disclosing transactions with wholly owned subsidiaries in the Group. Other related-party
transactions are included within those given in Note 25 of the Group financial statements.

{a
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105 Statementof Directors’ responsibilities

106 Independentauditors’ report
112 Consolidated income statement
1

Fortheyearended 315t October 2015

1.
2.
3.

Note

Income statement

Revenue

Gross profit

Gross profit

Operating profit before joint ventures 1
Operating profit before joint ventures 1

Share of post tax profit/(loss) of
jointventures

Operating profit after joint ventures 1
Net finance expense

Profit/(loss) before taxation 1
Income tax (expense)/income

Profit after taxation attributable to 1
equity shareholders

Basic EPS 1

Statement of financial position

Shareholders’ funds

Netborrowings/ (cash)

Capitalemployed closing

Gearing

Returnonaverage capitalemployed 2

Returnonaverage equity 3

Housing

Units completed

Average selling price - open market
Short-term land

Strategic land

Land pipeline gross developmentvalue

2013 figures before exceptional costs of £5.9min connection with the IPOin February 2013.
Return =operating profit before joint venture results and exceptional costs.

Return = profit after taxation and before exceptional costs.

3 Consolidated statement of comprehensive income
113 Consolidated statement of changesin equity
114 Consolidated statement of financial position

£m
£m
%
£m
%

£m

£m
£m
£m
£m

£m

Pence

Units
£000
Units
Units

£m

Financial statements

2015
£m

163.5
9.5
154.0
(29.9)
1241

49.3

630.7

661.3
4.9
26.8
21.3

2,725
31
16,064
17,712
10,466

115 Consolidated cash flow statement

116 Notestothe consolidated financial statements
155 Company statement of financial position

3 Notes to the Company financial statements
) Historical summary (unaudited)

160 Groupdirectory

2014 2013 2012
£m £m £m
636.3 525.7 408.0
182.0 141.2 111.8
28.6 26.9 27.4
128.1 971 73.3
201 18.5 18.0
- - (1.8)
128.1 971 71.5
1.4 10.3 9.4
116.7 86.8 62.1
(17.9) (15.3) 1.8
98.8 71.5 63.9
39.3 29.4 N/A
536.5 470.3 3471
19.3 (42.5) 30.3
555.8 427.8 377.4
3.6 (9.0 8.7
26.0 24.1 20.7
19.6 17.5 20.2
2,530 2,172 1,882
287 250 230
17,247 16,388 16,959
16,219 14,325 12,623
9,342 7,672 6,799

2011
£m

319.1

28.6
56.4
17.7
(1.4)

55.0
82.0
(27.0)
67.5
40.5

N/A

1,520
224
14,772
14,259
6,256
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GROUP DIRECTORY

Crest Nicholson Eastern

Peter Diffley
Managing Director
Telephone: 01277 693230

Crest Nicholson Chiltern

Ben Miller
Managing Director
Telephone: 01727 616940

Crest Nicholson London

Trevor Selwyn
Managing Director
Telephone: 0203 6407555

Crest Nicholson Regeneration

Scott Black
Managing Director
Telephone: 01932580555

Crest Nicholson South

John Shelbourne
Managing Director
Telephone: 01932580555

Crest Nicholson South West

Tom Dwyer
Managing Director
Telephone: 0117 9236600

Crest Strategic Projects

Chris Tinker
Chairman
Telephone: 01932580555

www.crestnicholson.com
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