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Welcome to Barratt Developments

Our vision is to lead the future of 
housebuilding by putting customers first 

and at the heart of everything we do.

By investing in our people, we are  
leading construction to create great places 

where people aspire to live,  
and generating sustainable returns  

for our shareholders.
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A snapshot of our business
We are the nation’s leading housebuilder  

operating across Britain with 27 housebuilding divisions 
delivering 17,319 homes this year.

1  Unless otherwise stated, all numbers quoted exclude joint ventures (‘JV’) and are as at 30 June 2016 throughout this Annual Report and Accounts.
2  Total completions, including joint ventures, were 17,319 (2015: 16,447) for the year. Private completions for the year were 13,198 (2015: 12,746). 

Affordable completions for the year were 2,707 (2015: 2,853) and JV completions in which the Group had an interest were 1,414 (2015: 848).
3  Employee numbers, excluding sub-contractors, taken as at 30 June.
4 Home Builders Federation ('HBF').
5  Building for Life 12 is the industry standard, endorsed by the Government, for well-designed homes and neighbourhoods that local communities, 

local authorities and developers are invited to use to stimulate conversations about creating good places to live. 

Our year in numbers1 Our homes

We are a HBF4 5 Star housebuilder  
and create great places to live. We aspire  

to meet Building for Life 12 standards5  
on all of our developments.

2016 completions by unit type

Our customers

We put our customers first.  
We build great homes and aim to provide 

customer service  
that exceeds expectations.

2016 completions by deal type

Homes legally completed2 Average active sites Housebuilding divisions

Employees3
Owned and controlled  

land bank plot

17,319
2015: 16,447

71,351
2015: 70,523

365
2015: 380

6,209
2015: 5,971

27
2015: 27

2016 2015

 1 and 2 bedroom houses 11% 12%

 3 bedroom houses 34% 33%

 4 bedroom houses 31% 28%

 5 and 6 bedroom houses 5% 4%

 Flats London 7% 9%

 Flats non-London 12% 14%

2016 2015

 Help to Buy 32% 31%

 Part Exchange 8% 8%

 Other Private 35% 32%

 Investor 8% 11%

 Affordable 17% 18%



Strategic Report Governance Financial Statements Other Information

Barratt Developments PLC – Annual Report and Accounts 2016 3

1

2
3

6

5

4

1 4

2 5

3 6

Our brands

We have three main brands –  
Barratt Homes, David Wilson Homes  

and Barratt London.  
Commercial developments are delivered  

by Wilson Bowden Developments.

Our geographic spread (including JV's)

We are the nation’s leading housebuilder committed  
to operating throughout Britain1.

 
Northern

 
West

 
East

 
London

3,611 
homes

2015: 3,289

2,392 
homes

2015: 2,336

2,897 
homes

2015: 2,945

2,054 
homes

2015: 1,965

 
Central

 
Southern

3,241 
homes

2015: 3,030

3,124 
homes

2015: 2,882

+5.3%
on 2015

Total completions 
(including joint ventures)

1  Housebuilding contributes 98.1% (2015: 98.5%) of revenues. We also have a commercial developments business which contributes 1.9% (2015: 1.5%) of revenues.



Strategic Report Governance Financial Statements Other Information

4 Barratt Developments PLC – Annual Report and Accounts 2016

Our performance  
and financial highlights

It has been a record year. We delivered our highest ever profit before  
tax and a strong performance against a number of our key metrics. 

 
Revenue £m

£4,235.2

+12.7%

 
Gross margin %

18.9%

-0.1ppts

 
Profit before tax2 £m

£682.3

+20.7%

 
Earnings per share pence

55.1p

+21.1%

 
Target 

Disciplined growth  
in completion volumes 

 
Status

On target

 
Target

At least 20%  
by FY17¹

 
Status  

On target

 
Target 

£645m profit before tax broadly in line with 
consensus at the start of the financial year

 
Status

Achieved

 
Target 

52.3p broadly in line with consensus at the 
start of the financial year 

 
Status 

Achieved

KPI KPI

1 FY refers to the financial year ended 30 June.
2  Profit before tax in 2012 and 2013 is calculated before exceptional items.

2,323.4
2,606.2

3,157.0

3,759.5

4,235.2

2012 2013 2014 2015 2016

12.7
13.8

16.8

19.0 18.9

2012 2013 2014 2015 2016

110.7

192.0

390.6

565.5

682.3

2012 2013 2014 2015 2016

7.0 7.7

31.2

45.5

55.1

2012 2013 2014 2015 2016
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Land bank years

4.5 years

no change

 
Land approvals plots

24,387

+43.8%

 
Return on capital employed2 %

27.1%

+3.2 ppts

 
Year end net cash/(debt)3 £m

£592.0

+£405.5m

 
Target 

c. 4.5 years supply

 
 

Status
Achieved

 
Target 

16,000–18,000 plots approved for purchase

 
 

Status
Achieved greater than target

 
Target 

At least 25% by FY17

 
 

Status 
On target

 
Target 

Year end net cash

 
 

Status 
Achieved

KPIKPI KPI

1  The Board proposes a final dividend of 12.3 pence per share and a further special dividend of 12.4 pence per share under the special cash payment programme. An interim dividend of 6.0 pence per share was paid to shareholders on 20 May 2016.
2  Return on capital employed (‘ROCE’) is calculated as earnings before interest, tax, operating charges relating to the defined benefit pension scheme and operating exceptional items, divided by average net assets adjusted for goodwill and intangibles, tax, cash, loans and borrowings, 

retirement benefit assets/obligations and derivative financial instruments.
3 Net cash is defined as cash and cash equivalents, bank overdrafts, interest bearing borrowings and foreign exchange swaps.

30.7 pence
Total capital return per share1

88.7%
Total shareholder return for the  
three years ended 30 June 2016

KPI

4.3 4.4
4.7

4.5 4.5

2012 2013 2014 2015 2016

12,085

18,536

21,478

16,956

24,387

2012 2013 2014 2015 2016

(167.7) (25.9)
73.1

186.5

592.0

2012 2013 2014 2015 2016

8.3

11.5

19.5

23.9

27.1

2012 2013 2014 2015 2016
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How we create  
and preserve value

Our business model focuses on delivering value across  
the housebuilding value chain, creating sustainable  

returns for shareholders and making a positive  
difference in the communities in which we operate.

Long term sustainable value

Shareholders

Total shareholder returns including dividends

– Three times dividend cover

– Special cash payment programme 
from November 2015 to November 2017

– In total £963m1 Capital Return Plan 
to November 2017

Customers and society

Quality homes

Local investment and regeneration

Job creation

Taxation revenues

What we do

Innovative 
sales and 
marketing

4

Industry 
leading 

customer 
experience

5

Outstanding 
design

2

Targeted 
land buying 
and effective 

planning

1

Construction 
excellence 

and 
efficiency

3

Critical inputs

See page 40 See page 32 See page 37 See page 38

Financial capital Our people  Local  
government 
engagement

Land owner 
engagement

Availability 
of building  
materials

Affordable  
mortgages

Contractors Community  
relations 

1 See page 9 for further details.
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What we do
We purchase land in targeted locations 
which at least meets our hurdle 
rates of 20% gross margin and 25% 
ROCE. We then work closely with local 
communities and authorities to deliver 
effective planning permissions.
Our capability to deliver developments 
of all levels of complexity from standard 
housing to large and highly complex 
London schemes, and our wide 
geographical portfolio means we can 
manage risk through our diversity.
We also have a proven track record in 
delivering successful JV partnerships.

What we do
We design outstanding homes and 
places for our customers, using 
standard house designs, developed 
using customer research.
This means our quality products are well 
designed to fit our customers’ lifestyles 
with developments that enhance the 
local community, with our aim that all 
new developments meet Building for 
Life 12 standards.

What we do
We build quality homes efficiently, 
with centralised procurement and 
sharing of best practice, while 
ensuring high standards of health 
and safety. Our experienced teams 
help ensure efficient delivery of 
complex developments.
We have long standing relationships with 
material suppliers which are centrally 
contracted, managing our cost base and 
ensuring continuity of supply and strong, 
long standing relationships with local 
sub-contractors.

What we do
We constantly innovate our sales and 
marketing methods to customers and 
invest in IT to deliver strong sales rates.
We have strong, well-recognised brands 
– Barratt Homes, David Wilson Homes 
and Barratt London that have carefully 
defined market positions.

What we do
We focus on maintaining the very highest 
levels of quality seeking to understand 
customer needs and provide a first class 
customer experience. 
We are the only national housebuilder to 
achieve 5 Star HBF rating for customer 
satisfaction for seven consecutive years.

The associated risks¹
 > Economic environment, 
including housing demand and 
mortgage availability

 > Land purchasing
 > Liquidity
 > Government regulation and 
planning policy

 > Joint ventures and consortia
 > Attracting and retaining  
high-calibre employees

 > IT

The associated risks
 > Government regulation and 
planning policy

 > Construction and new technologies
 > Safety, health and environmental
 > Attracting and retaining high-
calibre employees

The associated risks
 > Economic environment, 
including housing demand and 
mortgage availability

 > Land purchasing
 > Construction and new technologies
 > Availability of raw materials,  
sub-contractors and suppliers

 > Safety, health and environmental
 > Joint ventures and consortia
 > Attracting and retaining  
high-calibre employees

 > IT

The associated risks
 > Economic environment, 
including housing demand and 
mortgage availability

 > Attracting and retaining  
high-calibre employees

 > IT

The associated risks
 > Attracting and retaining  
high-calibre employees

 > Availability of raw materials,  
sub-contractors and suppliers

 > IT

The value this creates
Increasing margins and return on capital 
employed with FY17 targets being at 
least 25% return on capital employed 
and 20% gross margin
Delivery of quality housing to help 
address Britain’s housing shortage
Investment in local facilities and 
infrastructure resulting from 
development
Regeneration of brownfield sites

The value this creates
Ability to achieve the best possible prices 
for the homes we sell, driving returns
Successful development enhances local 
relationships and reputation, helping 
source future sites, obtain effective 
planning permissions, community 
support and customers
Positive legacy for local communities 
by building great places to live
Efficient house design reduces energy 
consumption and helps to provide a 
more sustainable future

The value this creates
Improving return on capital employed 
through capital efficiency
Security of materials and sub-
contractor supply
High standards of health and safety on 
our sites
Job creation through over 12,700 
supplier and sub-contractor companies 
that we help support
Helping address the construction 
industry skills shortage through 
employing and training apprentices 
and graduates and improving the 
industry's reputation

The value this creates
Good sales rates and revenues 
delivering improved returns
Efficient sales process enhances the 
customer journey from reservation 
through to completion

The value this creates
Improved revenues and improved 
efficiency through reduced 
remedial costs
Customers who are satisfied with their 
new homes and would recommend us 
to their friends and families, generating 
further sales

1

Targeted land buying  
and effective planning

2

Outstanding  
design

3

Construction excellence 
and efficiency

4

Innovative sales  
and marketing

5

Industry leading 
customer experience

1  The associated risks are discussed in greater detail 
in the Risk Management section on pages 41 to 45.
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Chairman’s statement

This performance is particularly 
impressive, given it accompanies 
our industry-leading quality and 

customer service standards.

18.3p
Ordinary dividend per share 

(2015: 15.1p)

£963m
Capital Return Plan 

over three years ending November 
2017 based on consensus earnings

A year of strong performance 
This has been another year of excellent progress for the Group, with a strong financial 
and operational performance. We have grown completion volumes in a disciplined way, 
significantly grown profit and continued our delivery of industry leading build quality 
and customer service.
Whilst the outcome of the EU referendum has increased levels of economic and 
political uncertainty, the Group is in a strong position, with a substantial year end net 
cash balance, healthy forward sales position and an experienced management team. 
The Board will continue to monitor the market and economy and take appropriate 
action where necessary. The wider market for new homes remains healthy across 
Britain, with a long term undersupply of new homes, strong government support  
to the sector and a liquid mortgage market.
Consequently, we remain confident in the strong fundamentals of the housing sector 
and our business. 

Operationally, we have delivered our highest 
completion volumes for eight years, increasing 
completions by 5.3% to 17,319 homes,  
a performance that highlights the reliability 
and delivery capability of our housebuilding 
operations. This performance is particularly 
impressive, given it accompanies our 
industry-leading quality and customer 
service standards. 
As a result of this excellent operating 
performance, we were able to increase profit 
before tax by 20.7% and we ended the year  
with a net cash balance of £592.0m. 
The Group’s fast asset turn model, supported 
by a relatively short consented land bank, the 
use of deferred payment terms, high levels 
of standard products and the ability to sell 
through both Barratt and David Wilson Homes 
on larger sites, ensures a focus on driving 
return on capital employed. We made further 
progress in the year, driving return on capital 
employed up to 27.1%, an increase of 3.2 
percentage points. 

Investing in land
The land market remained attractive 
throughout FY16 in terms of land availability 
at acceptable prices and we have secured 
excellent development opportunities that meet 
or exceed our minimum hurdle rates of 20% 
gross margin and 25% site ROCE. In the year 
we approved £1,095.6m of operational land 
for purchase, which we expect to equate to 
24,387 plots. Our long term targets for land 
are to hold 3.5 years of owned and consented 
land and a further 1.0 year of controlled land. 
This strong performance helped us to end the 
year with 3.4 years of owned and consented 
land and a further 1.1 year of controlled land: 
4.5 years in total (2015: 4.5 years).
During the year we have also made good 
progress in securing a longer term pipeline  
of land through strategic options. 
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Housing policy
The UK Government continues to recognise 
the need to see more homes built across 
the country as evidenced by its policies to 
improve land availability, planning and support 
for buyers. 
By increasing the number of homes that we 
are building, in a disciplined way, we are not 
only playing our part in reducing the housing 
shortage but are also generating significant 
economic activity, creating jobs and enhancing 
communities. During the year we estimate that 
we supported over 55,000 jobs either directly, 
indirectly or induced. 

Delivering returns for our shareholders
Our dividend plan was announced in 
September 2014 and aimed to deliver 
attractive future cash returns through an 
ordinary dividend of one-third of earnings and 

We are delighted that our site managers were 
awarded 79 NHBC Pride in the Job Awards. 
This is the 12th year in succession that we have 
secured more Pride in the Job Awards than 
any other housebuilder. 
We are also very pleased that we have 
maintained the Home Builders Federation 
maximum five star rating for the seventh 
consecutive year, indicating that 90% of our 
homeowners would recommend us to a friend. 
This is a fantastic achievement and reflects 
the strength of our sales and customer 
service teams. 

The Board
During the year there have been a number of 
significant changes to the Board. 
David Thomas, who joined us as Group 
Finance Director in 2009, succeeded Mark 
Clare as Chief Executive on 1 July 2015. 
Neil Cooper joined the Board on 23 November 
2015 as Chief Financial Officer. Neil was 
previously Group Finance Director of William 
Hill PLC and was Group Finance Director of 
Bovis Homes Group PLC from 2007 until 2010. 
After eight years’ distinguished service to the 
Board, Mark Rolfe will step down from his 
position as a Non-Executive Director of the 
Company with effect from the conclusion of 
the forthcoming AGM to be held in November 
2016. Mark will also stand down as the Senior 
Independent Director and Chairman of the 
Audit Committee on the same date.
Richard Akers will replace Mark Rolfe 
as the Senior Independent Director with 
effect from the conclusion of the Group’s 
AGM in November 2016. Richard has been 
a Non-Executive Director of the Group 
since 2012 and is also Chairman of the 
Remuneration Committee.

a special dividend, over three years, of £400m 
in aggregate.
As a result, the Board is pleased to propose 
a final dividend of 12.3 pence per share 
(2015: 10.3 pence per share). Under our Capital 
Return Plan, special dividends are proposed in 
addition to ordinary dividends with the second 
special dividend of £125.0m to be paid in 
November 2016, which equates to 12.4 pence 
per share. 
The total proposed capital return for the year 
is therefore 30.7 pence per share (2015: 25.1 
pence per share). 

Our employees
The outstanding progress made during the 
year would not have been possible without the 
capability and dedication of our employees 
whom I would like to thank on behalf of the 
Board for their contribution.

The Board appointed Jock Lennox as a Non-
Executive Director of the Company with effect 
from 1 July 2016. Jock also joined the Audit, 
Nomination and Remuneration Committees 
with effect from the same date and will 
succeed Mark Rolfe as Chairman of the 
Audit Committee from the conclusion of the 
2016 AGM. 
The Board is confident that the Executive 
Directors – David Thomas, Steven Boyes and 
Neil Cooper – supported by an experienced 
and talented Senior Management team, will 
continue to lead the Group effectively. 

John Allan 
Chairman
6 September 2016

Capital Return PlanA

Ordinary  
dividend  

£m
Special dividend  

£m

Total Capital  
Return  

£m
Total pence  

per share

Paid to dateB 281 100 381 38.2p

Proposed payment

November 2016 123D 125 248 24.7pD

Year to November 2017 159C,D 175 334 33.2pD

Total proposed payment 282C,D 300 582 57.9pD 

Total Capital Return Plan 563 400 963 96.1pD

A  All ordinary and special dividends are subject to shareholder approval. The second special dividend will be subject to shareholder approval at the 
Annual General Meeting in November 2016 and subsequent special dividends will be subject to shareholder approval.

B  Comprises FY14 final dividend of 7.1 pence per share (£70m), FY15 interim dividend of 4.8 pence per share (£48m), FY15 final dividend of 10.3   
pence per share (£103m), FY15 special dividend of 10.0 pence per share (£100m) and FY16 interim dividend of 6.0 pence per share (£60m).

C  Based on Reuters consensus estimates of earnings per share of 47.5 pence for FY17 as at 2 September 2016 and applying a three times dividend 
cover in line with previously announced policy.

D Based upon 30 June 2016 share capital of 1,003,607,066 shares for proposed payments.
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Key aspects of our market

144,290
English housing starts 20161 

(2015: 140,940) 
Source: DCLG

£216,823
UK average house prices 20162 

(2015: £199,447) 
Source: Halifax

The UK economy and housing market
The UK economy continued to grow in 
the 12 months to 30 June 2016, with most 
economic indicators showing improvements 
on the prior year. 
The UK housing market has continued to 
show strength with UK residential housing 
transactions for the year to 30 June 2016 
increasing by 8% on the prior year to 
1.3 million transactions (source: HM Revenue 
& Customs (‘HMRC’)3). 
The London market saw growth in transaction 
volumes based on an extrapolation of data 
from the Land Registry, although transactions 
at the higher end have seen a number of 
negative sentiment impacts, including stamp-
duty hikes.
The market for new homes remains strong 
across Britain with the housing market as 
a whole being characterised by continued 
demand and undersupply.

Housing supply
The supply of new housing has increased 
slightly, with 144,290 new housing starts in the 
year to 30 June 2016 in England, an increase of 
2% on the prior year (source: Department for 
Communities and Local Government (‘DCLG’)), 
although housing completions were up 6% on 
the previous year to 139,030 (2015: 131,510)1. 
Whilst this represents a positive move, new 
housing starts remain over 35,000 lower 
than the pre-downturn peak and significantly 
lower than that required to meet demand. 
DCLG projects that 210,000 homes need to be 
built in England, per year, through the period 
2014 – 2039. 

Just outside the Peak 
District National Park, 
Octavia Gardens offers 
you rural living in an 
established community.

The market for new homes 
was generally strong in FY16, 
with the housing market as 
a whole being characterised 

by continued demand 
and undersupply.
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Duddingston Gardens, a 
development of a two, three 
and four bedroom homes and 
stylish apartments, just a few 
miles south east of Edinburgh 
city centre.

House prices
The shortfall in the supply of housing stock and 
a continued availability of mortgage finance 
at low interest rates meant that house prices 
rose in the year. The ONS7 house price index 
rose by an average of 8.7% per annum across 
the UK in the year to June 2016. The increase 
was particularly marked in the East, London 
and the South East of England, where the ONS 
house price index rose by 14.3%, 12.6% and 
12.3% respectively in the year to June 2016. 
The lowest annual growth was in the North 
East, where prices increased by 1.5% over the 
year. According to the Halifax, the UK average 
house price in June 2016 was £216,823, which 
was £17,376 higher than at June 2015.

Housing outlook
The underlying demand for new housing is 
expected to remain strong as supply is unlikely 
to meet demand in the medium term. We are 
committed to do our part to help address the 
existing undersupply in the market. 
The Government is committed to increasing 
the supply of new homes, we have greater 
clarity on housing policy, and in particular 
believe the extension of the Help to Buy (Equity 
Loan) scheme through to 2021 in England will 
support an increase in new housing supply.
Following the EU referendum, we are mindful 
that the immediate outlook for the UK 
economy is less clear. Risks lie around the 
short term impact on buyer sentiment and 
any longer term negative impact on the wider 
economy. Offsetting this we have seen positive 
changes in mortgage interest rates following 
the vote. In the round, it is too early to say 
what the impact of the uncertainty facing our 
industry will be.

Obtaining planning permission continues to 
be a constraint for new build developments. 
A number of amendments have been made 
to the planning system in recent years, with 
an increase of 9% in planning approvals to 
292,089 in the year to March 2016 across 
Great Britain (source: HBF4).

Help to Buy and mortgage availability
Help to Buy (Equity Loan) continues to be an 
important enabler for new housebuilding, 
supporting 81,014 purchases in England from 
the scheme’s inception in April 2013 until 
March 2016, with 81% of purchasers using 
the scheme being first time buyers (source: 
DCLG). However, the scheme has had a limited 
impact on the wider housing market in the 
UK as it represented only 2.6%5 of HMRC 
residential housing transactions in England 
for the same period. 
Average quoted household interest rates 
remain at affordable levels and mortgage 
transaction volumes increased over the last 
year. The number of mortgage approvals 
for house purchases rose by 11% to 836,082 
approvals in the year to 30 June 2016 and 
the value of mortgage approvals for house 
purchases rose by 17% to £146,126m (source: 
Bank of England6).

1  DCLG House Building Release June Quarter 2016, England, non-seasonally adjusted. 
The DCLG published revised figures for the year ending 30 June 2015 and therefore the prior 
year comparative has been restated.

2  Halifax House Price Index June 2016. Halifax’s standardised average price is calculated using 
its HPI mix adjusted methodology and therefore the prior year comparative has been adjusted. 

3  HMRC UK Property Transaction Statistics June 2016.
4  HBF New Housing Pipeline Q1 2016 Report. 
5  DCLG Help to Buy (Equity Loan) purchases divided by HMRC residential transactions 

in England for the 36 months ending 31 March 2016.
6  Bank of England Approvals for lending secured on dwellings (Table A5.4, not 

seasonally adjusted).
7  Office of National Statistics ('ONS') House Price Index June 2016.
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Chief Executive’s statement

Improving the efficiency of our 
operations and controlling costs 

continues to be a high priority 
for the Group.

£682.3m
Profit before tax 

(2015: £565.5m)

27.1%
Return on capital employed 

(2015: 23.9%)

Our results 
The Group traded successfully throughout the financial year, delivering a strong 
performance. We made a record profit before tax of £682.3m, up 20.7% on the 
prior year (2015: £565.5m), and our highest ROCE in ten years at 27.1% (2015: 23.9%). 
We have also significantly strengthened our Balance Sheet, ending the year with 
net cash of £592.0m (2015: £186.5m) and with net tangible assets¹ of £3,118m 
(2015: £2,819m). 

£m unless otherwise stated Housebuilding Commercial Total

Total completions including JV’s (plots) 17,319 – 17,319

Revenue 4,153.3 81.9 4,235.2

Gross margin (%) 19.1% 10.3% 18.9%

Profit from operations 662.4 6.0 668.4

Operating margin (%) 15.9% 7.3% 15.8%

Share of post-tax profit/(loss) from joint ventures and associates 72.4 (0.3) 72.1

1 Group net assets less other intangible assets and goodwill.

Our businesses
Our improved financial results have been 
driven by a strong and disciplined operational 
performance in both our housebuilding 
and commercial developments businesses. 

Housebuilding

Housebuilding results
We saw good consumer demand across 
our regions throughout our financial year, 
with some slowdown in the higher value 
London market. Throughout the year, the 
mortgage market remained positive, with 
increased competition amongst lenders 
and new market entrants resulting in good 
availability of attractive mortgage finance for 
our customers. 
The sales rate in the year was 0.69 (2015: 0.64) 
net private reservations per active outlet per 
week, with a sales rate in the second half of 
0.72 (2015: 0.70) net private reservations per 
active outlet per week. During the year, we 
operated from an average of 365 active outlets 
(2015: 380). 
In London, we have seen strong demand at 
price points up to £600,000, reflecting the 
benefit of the increase in the Help to Buy 
(Equity Loan) qualifying value limit to 40% in 
London. Above this price point, sales rates 
have slowed.
We delivered our highest completion volumes 
for eight years, being 17,319 units including 
JV’s (2015: 16,447). Private completions 
increased by 3.5% to 13,198 (2015: 12,746), 
affordable completions were 2,707 
(2015: 2,853), and JV completions in which the 
Group had an interest were 1,414 (2015: 848). 
We continue to increase the proportion of 
completions that are on more recently acquired 
higher margin land and these accounted for 
86% (2015: 76%) of the total in the year.
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Our total average selling price (‘ASP’) 
increased by 10.5% to £259,700 
(2015: £235,000) in the financial year with 
our private average selling price increasing 
by 10.4% to £289,800 (2015: £262,500). 
The year on year increase predominately 
reflects mix changes, with the average size 
of total completions rising by 4.6% from 
1,013 to 1,060 sq ft and with the selling price 
per square foot benefiting from locational 
improvement and underlying house price 
inflation. Affordable average selling price 
increased by 0.8% to £113,200 (2015: £112,300) 
reflecting changes in mix, with affordable 
completions representing 17% (2015: 18%) 
of total completions.
Our JV’s have performed well and our 
share of profits from JV’s in the year for the 
housebuilding business increased to £72.2m 
(2015: £45.6m). As at 30 June 2016 we were 
selling from 11 (2015: 16) JV outlets. We expect 
our share of profits from JV's to be around 
£45m in FY17.

Housing policy
The UK Government recognises the need for 
more new homes to be built, given ongoing 
levels of household formation and historical 
undersupply, as evidenced by its policies to 
improve land availability, planning and support 
for buyers. In this regard, we noted in July this 
year the publication of the most recent DCLG 
publication updating household formation 
rate projections for England: now estimated at 
210,000 per year through the period 2014-2039.
We were also pleased to see the extension 
of the Help to Buy (Equity Loan) programme 
in England through to 2021, as well as the 
increase in February 2016 of the Government’s 
equity loan to 40% in London. Help to Buy 
(Equity Loan) provides support on house 
purchases up to £600,000 in England with 
equivalent support at lower house values in 
Scotland and Wales. Our customers, especially 

first time buyers, have found this a very 
attractive proposition with 32% (2015: 31%) 
of our total completions using the scheme 
during the year. In FY16, 95% of the private 
homes (including JV’s) that we completed 
had a selling price below £600,000. In FY17 
we expect this to be around 93%, reflecting 
our forecast London mix.

Increasing our housing supply
With housing demand remaining strong, we 
have continued to invest, in a disciplined way, 
to increase housing production, with over 
£4.8bn approved for the purchase of over 
93,400 plots of land over the last five years. 
There remains a long term housing shortage 
of all tenures that can only be addressed 
through additional supply; we are committed 
to playing a leading role in addressing this 
issue without compromising our operational 
or financial strength. 
Over the last five years we have built more 
than 75,000 homes (including JV’s) of which 
over 13,600 were affordable homes (including 
JV’s) sold to registered providers and we have 
invested in our employees, including in FY16 
268 new apprentices, trainees, graduates and 
undergraduates to further expand our skilled 
workforce, enabling further delivery of supply.

The key dimensions underpinning 
delivery of our strategy
In addition to the generally favourable market 
conditions during the year, the increase in our 
housebuilding profitability has benefited from 
our successful land investment strategy and 
from improvements in operating margin. 

The showhomes at Silkwood 
Gate, Wakefield which is a 
development of three, four 
and five bedroom homes.
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Executive Committee Regional Managing Directors

In addition to David Thomas and Neil Cooper, 
the Executive Committee consists of: 

The Group operates through six geographic housebuilding regions and a commercial  
division, each of which has a Managing Director as follows:

1 Steven Boyes
Chief Operating Officer  
and Deputy Chief Executive 
See page 46.

2 Rob Tansey
Group HR Director
Rob has responsibility for the 
Group’s human resources 
strategy, including recruitment, 
remuneration and benefits, talent 
and performance management.
Career and Experience
Rob joined the Group on 1 August 
2012 from Dairy Crest Plc where he 
was Group HR Director for six years. 
Before joining Dairy Crest, Rob was 
HR Director at Travis Perkins Plc 
and previously held senior HR roles 
at Celesio AG and Wickes.

3 Jeremy Hipkiss 
Group Sales  
and Marketing Director
Jeremy is responsible for the 
Group’s overall Sales, Marketing 
& Customer Experience strategy 
and delivery.
Career and Experience
Jeremy joined the Group in 2008 and 
has wide experience in Marketing 
and Retail Operations. Jeremy held 
a similar role at the Spirit Group. 
Prior to that, Jeremy worked for 
Allied Domecq and Marstons  
having graduated in Economics  
at Leeds University.

4 Tina Bains
Company Secretary
See page 47.

5 John Reed
Regional Managing Director, 
Northern
John is responsible for the Group's 
operations in the Northern Region 
which consists of six divisions.
Career and Experience
John joined the Group in 1989. 
Formerly Managing Director of 
Barratt York he was appointed to his 
current role in January 2006.

6 Bernard Rooney
Regional Managing Director, 
Central
Bernard is responsible for the 
Group’s operations in the Central 
Region which consists of five 
divisions. In addition he heads 
up Barratt Partnerships which 
is responsible for identifying 
and securing public land and 
partnering opportunities.
Career and Experience
Bernard joined the Group in 1981. 
Formerly Managing Director of 
Barratt Newcastle, he was appointed 
to his current position in July 2010.

7 Richard Brooke
Regional Managing Director, East
Richard is responsible for the 
Group’s operations in the East 
Region which consists of four 
divisions. He is also responsible 
for the Group's procurement and 
commercial functions.
Career and Experience
Richard joined the Group in 
2007 following the acquisition of 
Wilson Bowden plc, where he was 
Operations Director and previously 
Finance Director for David Wilson 
Homes. He was appointed to his 
current position in July 2008.

8 Chris Burton 
Regional Managing Director, West
Chris is responsible for the Group's 
operations in the West region which 
consists of four divisions.
Career and Experience
Chris joined the Group in 1985. 
Formerly Managing Director for the 
Barratt Yorkshire West Division, he 
was appointed to his current role in 
July 2012. 

9 Gary Ennis
Regional Managing Director, 
Southern
Gary is responsible for the Group's 
operations in the Southern region 
which consists of five divisions.
Career and Experience
Gary joined the Group in 1995. 
Formerly Managing Director of 
Barratt North London he was 
appointed to his current role in 
January 2006.

10 Alastair Baird
Regional Managing Director, 
London
Alastair is responsible for high-
value complex residential and 
mixed-use developments across 
the capital including three divisions.
Career and Experience
Alastair joined the Group in 1987 
as an Engineer. Formerly Managing 
Director for Barratt East & West 
London divisions he was appointed 
to his current role in 2010.

11 Nick Richardson
Managing Director,  
Wilson Bowden Developments
Nick is responsible for the 
commercial business, Wilson 
Bowden Developments.
Career and Experience
Nick joined Wilson Bowden in 1991 
and was appointed to his current 
role in 1999. Nick joined the Group 
in 2007 following the acquisition 
of Wilson Bowden plc. Nick is 
a Chartered Surveyor. 

11

3

4

7

10

1
6 8 2

5

9



Strategic Report Governance Financial Statements Other Information

Barratt Developments PLC – Annual Report and Accounts 2016 15

Land and planning
A key enabler of the growth of our 
housebuilding business in recent years has 
been our land investment strategy, which has 
boosted absolute profit and led to increased 
completion volumes.
The land market remained attractive 
throughout the financial year and we 
secured excellent opportunities that meet 
or exceed our minimum hurdle rates of 
20% gross margin and 25% site ROCE¹. 
In the period, we approved the purchase of 
£1,095.6m (2015: £957.0m) of land, equating 
to 130 sites (2015: 114 sites) and 24,387 plots 
(2015: 16,956 plots).
We continue, under normal market conditions, 
to target a regionally balanced land portfolio 
with a supply of owned land of c. 3.5 years 
and a further c. 1.0 year of controlled land. 
Our target for a shorter than sector average 
land bank reflects our focus on ROCE and a 
rapid asset turn. At 30 June 2016 we achieved 
this target with a 4.5 years land supply 
(excluding JV’s) comprising 3.4 years owned 
land and 1.1 years controlled land, with the 
owned land bank including land with both 
outline and detailed planning consents. 
Following our success with planning over the 
past 12 months we are very well positioned, 
with 99.7% of expected FY17 completions 
(2015: 100% of FY16 completions) having 
outline or full planning consent. 

1  Site ROCE on land acquisition is calculated as site operating profit 
(site trading profit less sales overheads less allocated administrative 
overheads) divided by average investment in site land, work in 
progress and equity share.

Improving efficiency and reducing costs
Improving the efficiency of our operations 
and controlling costs continues to be 
a high priority for the Group, as it will 
further enhance margin. Efficiency can be 
improved through increasing throughput, 
as we have done in the year, but we are also 
focused on improving efficiency through 
business simplification including further 
standardisation of our layouts and product 
range and through driving process efficiency 
across key aspects of our business, with wide-
ranging reviews underway, for example in the 
areas of commercial, construction and sales 
and marketing. 
We have a robust and carefully managed 
supply chain with 90% of the house build 
materials sourced by our centralised 
procurement function denominated in Sterling. 
We have effectively sourced the raw materials 
required to underpin our controlled volume 
growth and the cost of c. 75% of our centrally 
procured materials is now fixed until the end 
of FY17. 
Whilst we have seen an increase in the supply 
of skilled sub-contractors over the past year, 
there remains an industry shortage in the UK, 
with increases in labour costs remaining the 
largest driver of overall build cost inflation. 
We are currently well placed with the 
necessary labour to meet our operational and 
quality requirements. We are also seeking 
to increase efficiency through the use of 
timber frame on over 1,300 plots during FY17 
and through the use of alternative offsite 
manufacturing options.
We expect that overall build cost inflation 
for FY17 will be c. 2-3%.

Commercial developments
Greater occupier confidence in the second 
half of calendar 2015, particularly from within 
the logistics sector, encouraged institutional 
funding back into the market enabling us 
to enter into agreements to commit to over 
1 million sq. ft. of speculative forward funded 
logistics buildings.
During the year we successfully secured 
a planning permission for a Regional 
Distribution Centre on a parcel of strategic 
land that we subsequently sold to a 
supermarket group. We also completed the 
final phase of our retail and leisure scheme 
at Hinckley. This final phase is 80% let and 
further transactions are in legals.
As we move forward we will continue to 
carefully manage our risk profile by seeking 
to secure forward commitments; accordingly 
our activity levels are very much determined 
by securing occupiers up front, which in turn 
is governed to a large extent by sentiment and 
occupier confidence.
Commercial development revenue was £81.9m 
(2015: £57.2m) with an operating profit of 
£6.0m (2015: £6.1m).

£289,800
Private ASP 
(2015: £262,500)

£1,096m
Approved land purchases 

(2015: £957m)
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Going forward our commercial division 
will continue to work closely with our 
housebuilding business to develop mixed- 
use schemes, and will seek to develop 
independent commercial schemes where  
they can be forward funded by third parties 
prior to commencement.

Our strategic objectives
Our strategic objectives remain clear – 
maintain disciplined growth, improve our 
key financial metrics and continue to deliver 
attractive cash returns. 

Our key financial metrics
Our gross margin was broadly flat at 18.9% 
(2015: 19.0%) with an improvement in margin 
arising from the reduction in the mix of legacy 
assets, offset by adverse business mix and 
other net impacts. Operating margin grew 
by 0.5 ppts, from 15.3% to 15.8%, reflecting 
improved overhead leverage levels and an 
absolute fall in net administrative expenses.
We have made further good progress against 
our ROCE objective in the year with ROCE 
increasing by 3.2 ppts to 27.1% (2015: 23.9%). 
This is benefiting from the absolute reduction 
in legacy assets: the disposal of £85.4m of 
loans arising from equity share programmes 
early in our second half for £82.9m of cash has 
contributed. We have also been successful 
in driving business growth levels ahead of 
growth in working capital levels, reflecting our 
effective balance sheet discipline. It remains 
a core part of our strategy to drive ROCE 
performance further, in line with our fast asset 
turn model.
We remain committed to delivering our FY17 
targets of at least 20% gross margin and at 
least 25% ROCE. 

Maintaining an appropriate 
capital structure
As at 30 June 2016 the Group had a net cash 
balance of £592.0m (2015: £186.5m), reflecting 
a strong financial year. This was ahead of 
expectations, partly driven by our completion 
volumes and the timing of land payments. 
We also benefited from timings of other 
working capital payments.
We seek to defer payment for new land where 
possible to drive a higher ROCE, and land 
creditors as at 30 June 2016 were 38% of the 
owned land bank (30 June 2015: 35%). 
The Group continues to maintain a balanced 
capital structure with land and long term  
work in progress funded by shareholders’ 
funds and land creditors. Net tangible assets 
were £3,118m (£3.11 per share) of which land 
net of land creditors and work in progress 
totalled £3,180m (£3.17 per share).
We continue to secure attractive deferred 
payment terms on land and expect land 
creditors as a proportion of the owned land 
bank to be around one-third at 30 June 2017,  
in line with our operating framework.

Aspect is a new development 
in Anlaby, East Yorkshire, with 
a fabulous selection of luxury 
3, 4 and 5 bedroom homes in 
a highly desirable village.

Dividend
Our strong financial performance supports 
the Group’s Capital Return Plan and dividend 
policy. We are delighted to propose a final 
dividend of 12.3 pence per share (2015: 10.3 
pence per share) resulting in a total ordinary 
dividend for the year up 21% to 18.3 pence 
per share (2015: 15.1 pence per share) and 
the second of our special dividends totalling 
£125m, equivalent to 12.4 pence per share, 
payable in November 2016. This reflects 
our ordinary dividend policy of the dividend 
being covered three times by earnings, 
supplemented by the special dividends to 
November 2017 totalling £400m.

Health and safety
We were deeply saddened that two employees 
of our sub-contractors lost their lives in 
separate incidents on two of our sites during 
the year. Both of these incidents have been 
thoroughly investigated by our internal health 
and safety (SHE) team. We are fully co-operating 
with the Health and Safety Executive during 
their ongoing investigations into each of  
the incidents.
Increased activity levels across the industry in 
terms of site openings and production volumes 
combined with shortages of skilled staff has 
contributed to an increased risk of accidents 
on sites. We remain fully committed to the 
highest standards of health and safety upon 
our sites. In the year, our reportable incident 
rate has increased slightly with 385 (2015: 381) 
reportable incidents per 100,000 employees. 
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Customer first

We place customers at the heart of our 
business by building outstanding homes 
and anticipating the changing needs of 
home buyers. 
We are the only major national housebuilder 
to achieve the HBF 5 Star Customer 
Satisfaction rating for seven consecutive 
years, with over 90% of customers being 
prepared to recommend us to a friend. 
We continue to improve the quality and 
efficiency of the way in which we deal with 
customers through the sales process. 
During the period we invested in our customer 
service systems to speed up and improve the 
efficiency of our service. 
We worked with suppliers, customers and 
industry experts to produce the ‘Future Home 
Report’ to inform design direction in terms 
of customer trends and preferences. As well 
as carefully defining customer segments and 
their design preferences, our project with 
The Architects’ Journal to select new house 
design features to meet these requirements 
concluded in the year. 

Great places

A key focus of our business continues to be 
building relationships with landowners to 
ensure that we can acquire the right land 
and then create outstanding places to live. 
Our objective is to be the partner of choice for 
landowners by demonstrating our ability to 
achieve planning permission and create value. 
During the period we made significant 
progress in terms of securing the right 
operational land and increased investment 
in longer term strategic sites. 
We continue to focus upon design and all of our 
developments are reviewed against our ‘Great 
Places’ design standard at the pre-application 
stage. ‘Great Places’ enables us to meet 
Building For Life 12, the industry standard for 
the design of new housing developments.

Leading construction

We continue to be focused on a ‘right 
first time’ approach as the most efficient 
way of operating across all aspects of 
our building processes with a continuous 
focus on improving build quality which 
will reduce remedial costs and improve 
customer satisfaction.
We are implementing a number of key 
initiatives in terms of increasing construction 
efficiency, for example we have built 988 
timber frame homes in FY16. 
Our site managers continue to lead the 
industry and in 2016 we won 79 NHBC 
Pride in the Job Awards. This was the 12th 
year in succession that our site managers 
have won more of these awards than any 
other housebuilder. 

Investing in our people

The building and construction industry 
continues to face a shortage of skilled workers 
and attracting and retaining the best people is 
an important priority for the business. We aim 
to have a diverse workforce that reflects the 
communities in which we operate, delivering 
excellence for our customers and business 
by drawing on a broad range of talents, skills 
and experience. 
We have continued with our graduate and 
apprentice programmes, with 268 employees 
joining us on these programmes in this period.
We also continue to support the wider industry 
focus on addressing the skills shortage. 

We believe that a strongly performing business benefits from a focus on its wider priorities which for us are: Customer First, Great Places, Leading Construction and Investing in our People.  
Each of these priorities has a work plan to drive improvements across the business and they are supported by a set of principles and financial discipline which underpins all of our operations. 

Our priorities
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Current trading
The sales performance of the Group has been positive, with average weekly net private reservations 
since 1 July 2016 of 267 (FY16: 265), resulting in net private reservations per active outlet per average 
week of 0.75 (FY16: 0.71). Regionally, trading conditions in the North and Midlands have been stronger 
than those seen in the South.
Our total forward sales (including JV’s) as at 4 September 2016 were up 4.1% on the strong prior 
year figures at a value of £2,416.5m (6 September 2015: £2,321.9m), equating to 11,364 plots 
(6 September 2015: 10,755 plots).

Forward sales 4 September 2016 6 September 2015 Variance

£m Plots £m Plots %

Private 1,545.9 4,723 1,332.3 4,788 16.0

Affordable 707.4 5,957 512.2 4,487 38.1

Sub total 2,253.3 10,680 1,844.5 9,275 22.2

JV 163.2 684 477.4 1,480 (65.8)

Total 2,416.5 11,364 2,321.9 10,755 4.1

We expect FY17 wholly owned completions to grow modestly versus the comparable period, with 
around 700 completions delivered through our JV portfolio. 

Outlook
We have started the new financial year in a good position, with £592.0m year end net cash, a healthy 
forward order position and an experienced management team in place. We have industry leading 
quality and customer service, and talented employees. There remains an undersupply of new 
homes, strong government support including Help to Buy (Equity Loan), and a mortgage market 
willing to lend. As a result, we remain confident in the underlying fundamentals of both the 
housing sector and our business. 
Our sales trends since the start of the new financial year have been encouraging, and underpin 
an increasingly ‘business-as-usual’ stance whilst we continue to monitor consumer, economic 
and other lead indicators closely following the EU referendum vote.
I am proud to lead our first class team and we are all determined to build on this year’s 
outstanding operational and financial performance in the future, as well as delivering on our 
targets for key financial metrics and our capital return plans in FY17.

David Thomas 
Chief Executive
6 September 2016

The sales performance of the 
group has been positive, with 
0.75 net private reservations 
per active outlet per average 

week, as compared to 0.71 in the 
comparable period.
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Strategic Priorities

Our principles

Delivering sustainable  
shareholder value

Customer  
first

See page 20

Leading 
construction

See page 28

Investing in 
our people

See page 32

Great  
places

See page 24

Safeguarding the  
environment

See page 39

Building strong  
community  

relationships

See page 38

Being a trusted  
partner

See page 37

Keeping  
people safe

See page 36

Ensuring the 
financial health  
of our business

See page 40
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Building excellence by putting 

Customers first

Jill Timmins 
2015 Barratt Sales Adviser of the Year



Strategic Report Governance Financial Statements Other Information

Barratt Developments PLC – Annual Report and Accounts 2016 21

Strategic priority

Our priority is building great homes and providing an  
outstanding customer experience. We seek to anticipate  

our customers’ evolving needs by continuously improving  
the homes and places we build.

Key highlights

Only national housebuilder  
to be awarded HBF 5 Star status  

for seven consecutive years

Continued investment  
in customer service 

Mortgage market remains good 

KPI

HBF 5 Star Homebuilder

The challenge

Britain needs more homes to address its 
housing shortage, with continued demand 
in the market and continued undersupply 

of new homes. Home buyers are supported 
by a good mortgage market in terms of 
both availability and rates, as well as the 
Government’s Help to Buy (Equity Loan) 
scheme in England, Scotland and Wales. 

The industry is seeking to increase 
volumes, maintain customer satisfaction 

and build quality and at the same time 
address the constraint created  
by a shortage of skilled people. 
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Mr and Mrs Atkinson 
purchased a three 
bedroom home at Garnett 
Wharfe, Otley.

Affordability of homes and accessibility 
to home ownership
We build a wide range of product, from homes 
for first time buyers to larger family homes. 
Our private average selling price for the year 
was £289,800 (2015: £262,500); £275,000 
(2015: £246,800) outside of London. 
During the year, the mortgage market 
remained positive. Our customers have 
access to mortgage finance that allows them 
to buy with a 5% deposit through the Help 
to Buy (Equity Loan) scheme and there is 
also a range of higher loan to value products 
which do not use the Help to Buy scheme 
available. We continue to work with a broad 
set of lenders through our approved brokers 
to ensure that our customers have access 
to independent advice and a wide range of 
mortgage products. 
We delivered 2,707 (2015: 2,853) affordable 
homes built for registered providers, equating 
to 17% (2015: 18%) of our total completions 
(excluding JV’s) in the year. We have a team 
which engages with housing association 
partners at local, regional and national levels. 

We place customers at the 
heart of everything we do, with 
their satisfaction being a key 
performance indicator at all  

levels of management.

2,707
We delivered 2,707 (2015: 2,853) 

affordable homes built  
for registered providers
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Customer satisfaction 
We place customers at the heart of everything 
we do, with their satisfaction being a key 
performance indicator at all levels of 
management. All of our team are responsible 
for delivering customer satisfaction and 
we operate a Customer Service Academy 
comprising both classroom and online training 
to ensure that our employees understand how 
to deliver right first time, every time. 
We are pleased that we have increased our 
completions delivery, including JV’s, by 5.3% 
during the year whilst retaining our HBF 5 Star 
status for the seventh successive year, the only 
national housebuilder to do so. We regularly 
review the results from the NHBC customer 
survey with the insights gained being used to 
aid our decision making. 
We continue to drive customer service, 
investing in technology from developments to 
our customer service systems and our onsite 
systems to aid our quality control inspections. 
Each home we build is repeatedly inspected 
at key stages and, as a minimum, is approved 
by the site manager, contracts manager and 
sales staff before handover to our customers. 
Management throughout the business are 
responsible for customer service and monitor 
customer satisfaction survey performance on 
a weekly basis.

Increasing customer insight
To ensure that we continuously reflect our 
customers’ needs we have worked with 
suppliers, customers and industry experts 
to produce the ‘Future Home Report’ to 
inform design direction in terms of customer 
trends and preferences. As well as carefully 
defining customer segments and their design 
preferences, our project with The Architects’ 
Journal to select new house design features 
to meet these requirements concluded during 
this financial year. 

We are pleased that we have 
increased our completions 

delivery, including JV’s, by 5.3% 
during the year whilst retaining 
our HBF 5 Star status for the 

seventh successive year, the only 
national housebuilder to do so. 

Mr and Mrs Patel purchased 
a beautiful five bedroom 
home at our prestigious David 
Wilson Homes, Cane Hill Park 
development using the  
part-exchange scheme.
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Building excellence by developing 

Great places

Megan Brooks 
Technical Manager  
2015 Barratt Individual  
Excellence Award Winner
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Strategic priority

Our priority is building long term relationships to secure  
good value land where people aspire to live. We design  

developments which look great, are a pleasure to live on,  
and will enhance local communities for years to come.

Key highlights

Land market remained attractive 
throughout FY16

Transformation of our land bank  
to more recently acquired higher margin 

land is well progressed 

Detailed or outline planning permission on  
99.7% of FY17 expected completions and 

94.2% of FY18 expected completions

KPI

Owned and controlled land bank  

4.5 years 
(2015: 4.5 years)

Land approved for purchase  (plots)

2012: 12,085

2013: 18,536

2014: 21,478

2015: 16,956

2016: 24,387

The challenge

The future of our business depends upon 
securing the right land in the right place 

that achieves our investment hurdle rates.
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Mount Oswald, Durham 
offers a premium collection 
of 60 bespoke homes with 
spectacular views of the 
surrounding woodland and 
open areas.

Securing the best land
We continue to see high quality land 
opportunities that at least meet our required 
hurdle rates of a gross margin of 20% and 
a site ROCE of 25%1. 
Our success in buying land is based on the 
extensive local knowledge of our divisional 
land teams and strong local relationships 
with land owners, combined with detailed 
assessments of local market conditions. 
We target locations based on the availability 
of land, housing market conditions and the 
likelihood of obtaining planning consent.
We continue, under normal market conditions, 
to target a regionally balanced land portfolio 
with a supply of owned land of c. 3.5 years 
and a further c. 1.0 year of controlled land. 
Our target is for a shorter than sector average 
land bank reflecting our focus on ROCE  
and a rapid asset turn. At 30 June 2016 we 
achieved this target with a 4.5 year land  
supply (excluding JV’s) comprising 3.4 years 
owned land and 1.1 years controlled land,  
with the owned land bank including land with 
both outline and detailed planning consents. 

Land approved for purchase

Year ended 
30 June 2016

Year ended 
30 June 2015

Total £1,095.6m £957.0m

Total (plots) 24,387 16,956

1  Site ROCE on land acquisition is calculated as site operating profit 
(site trading profit less overheads less allocated administrative 
overheads) divided by average investment in site land, work in 
progress and equity share.

Designing great places is 
fundamental to our business: 

our customers want to live  
in great places.

37.0%
ROCE on completed new sites 

acquired since 2009 

c. 11,700
Acres of strategic land 

(2015: c. 11,100)
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Located in the picturesque 
village of Tettenhall is 
Woodthorne, a beautiful 
new development sitting 
amongst mature trees 
and wonderful green 
open space.

Our land bank
The transformation of our land bank from 
older, lower margin land to more recently 
acquired higher margin land is well 
progressed. As at 30 June 2016, 93% (30 June 
2015: 90%) of our owned and controlled land 
is higher margin, newer land. On the 232 sites 
that we have acquired and completed since 
2009 we have achieved an average site gross 
margin of 20.9%, and an average site ROCE 
of 37.0%, demonstrating sustained delivery 
above our hurdle rates on this more recently 
acquired land. 
Whilst maintaining a first class operational 
land bank, we remain focused on securing 
a longer term land pipeline through the 
acquisition of strategic land options. In the year 
4,558 plots (2015: 5,239 plots) were transferred 
from strategic land to our owned land bank 
and 22% of our completions (2015: 17%) during 
the year were on strategically sourced land. 
We remain on track to deliver our target of 
c. 25% of completions to be delivered from 
strategic land.
We use land creditors to defer payments for 
land acquisition where possible to drive a 
higher ROCE and as at 30 June 2016, the land 
creditor position totalled £1,086.8m (30 June 
2015: £999.0m) representing 38% (30 June 
2015: 35%) of the owned land bank. We are 
targeting land creditors at around one-third 
of the owned land bank for FY17. 

Effective planning permission
Bringing land through the planning system 
quickly and into production is important to 
support our business objectives. We support 
the work the Government is currently doing to 
speed up the planning process, in particular 
in relation to quicker resolution of planning 
conditions which can hold up prompt progress. 
A faster planning process will enable housing 
supply to increase faster.
We have maintained good momentum in 
achieving planning consents, and during the 
year we secured planning on 20,249 plots 
(2015: 17,092 plots). We now have full or outline 
planning permission in place for 99.7% of our 
expected completions in FY17 and 94.2% of 
expected production in FY18.

Designing great places
Designing great places is fundamental to 
our business: our customers want to live 
in great places; the vendors of the land we 
purchase want to work with developers who 
leave behind a legacy of design quality; and 
local people want developments that enhance 
their communities. 
We are focused upon ‘placemaking’ 
throughout our business and use our internal 
‘Great Places’ design standards, assessing 
every development against these at the pre-
application stage. Our ‘Great Places’ design 
standards are aligned to the requirements of 
Building for Life, and we run annual awards 
to recognise our best developments. We also 
review our development layouts to ensure they 
achieve both design quality and efficient land 
use, and have an internal urban design team 
to provide specialist expertise. 

Our land bank

30 June 2016 30 June 2015

Owned and unconditional land bank (plots) 53,849 51,640

Conditionally contracted land bank (plots) 17,502 18,883

Owned and controlled land bank (plots) 71,351 70,523

Number of years’ supply based upon completions in the financial year 4.5 years 4.5 years

JV’s owned and controlled land bank (plots) 5,309 6,325

Strategic land (acres) c. 11,700 c. 11,100

Land bank carrying value £2,880.2m £2,826.1m
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Building excellence by 

Leading construction

Mark Summersgill 
2015 Barratt Site Manager of the Year
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Strategic priority

We deliver the highest quality homes by focusing on excellence across  
all aspects of construction. We are embracing the best new methods  

of on and offsite construction to increase build efficiency.

Key highlights

Focused on a ‘right first time’ approach  
to drive operating efficiency

Long term relationships with  
suppliers and sub-contractors

Considering and implementing  
new construction methods  

where appropriate

KPI

Total completions including  
joint ventures (units)

+5.3%
Total completions including joint ventures (units)

2012: 12,857

2013: 13,663

2014: 14,838

2015: 16,447

2016: 17,319

The challenge

The housing shortage has increased 
demand for the building of new homes, 

which has resulted in pressures upon the 
availability of materials and skilled labour 

and sub-contractors. 



Priorities and principles in action continued 
Leading construction
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David Wilson Homes East 
Midlands’ 10 Pride in the Job 
Award Winning Site Managers.

Delivering high quality homes
We put customer satisfaction at the heart of 
our construction processes with a focus upon 
getting it right first time, which also drives 
operating efficiencies in the build process. 
Our site managers continue to lead the 
industry, winning 79 NHBC Pride in the Job 
Awards. This is the 12th consecutive year that 
we have won more of these awards than any 
other housebuilder. 

Partnering with our supply chain
We have a centralised procurement team 
which has built long term relationships with 
our suppliers. This ensures the consistency 
of specification and technical performance of 
the materials used in our homes. Long term 
relationships have enabled us to ensure the 
continuous availability of materials as demand 
increased. We also use many local sub-
contractors in the construction of our homes, 
who our divisions partner with at a local level 
to ensure the availability of the skilled trades 
that we require.
We engage in continuous communication with 
our suppliers and hold regular performance 
and business reviews, training days and an 
annual supplier conference. We are a signatory 
of the Prompt Payment Code. 
We purchase substantial amounts of timber 
and have implemented a sustainable 
procurement and timber sourcing policy. 
Since December 2013, all timber and 
timber products that we purchase via group 
agreements are FSC/PEFC certified and 
originate from well managed forestry sources. 
Further information is available in the 
Sustainability Report for 2016.

We put customer satisfaction 
at the heart of our construction 

processes with a focus upon 
getting it right first time.

79
NHBC Pride in the Job Award 

winners for 2016
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Innovating to improve efficiency
The majority of our homes are built with 
traditional brick and block construction, 
although we are increasing the use of timber 
frame on some of our sites and have built 
988 homes using this method during FY16. 
We have also completed a successful small 
scale trial of Light Gauge Steel Frames which 
are lighter, safer and quicker to put together 
than traditional construction methods. 
In addition, as the parts are manufactured 
offsite, the level of waste generation is 
reduced. We will be undertaking a larger scale 
trial of this technology in FY17. 
Another offsite technology that we have 
successfully trialled, in FY16, is the use of 
prefabricated utility cupboards, with pre-
installed features such as boilers, storage 
tanks and heating controls. These take 1-2 
hours to install rather than a whole day, 
enabling us to make better use of skilled 
tradespeople and increase build speed. 
We have engaged with our suppliers to 
find, understand and consider innovative 
products and services including foundation 
systems, roofing and mechanical and 
electrical solutions. 
We are also researching smart technologies 
and their use in future homes to improve 
the ability of customers to save energy and 
have undertaken divisional pilots of smart 
thermostats, which give customers the ability 
to remotely control their heating systems. 
We will be extending their availability to 
customers in FY17.

We are also researching smart 
technologies and their use 
in future homes to improve 
the ability of customers to 

save energy.

988
Timber frame homes built in FY16

With over 200 metres of Thames 
river frontage, Enderby Wharf 
offers studios and one, two, three 
and four-bedroom apartments 
and penthouses, each with floor-
to-ceiling windows and private 
outdoor space.

Kirk Raine, Webbs Meadow 
Site Manager – Winner of 
the NHBC Supreme Large 
Housebuilder Pride in the 
Job Award for 2015.
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Building excellence by 

Investing in our people

Suzanne Flynn 
Graduate and Future Talent Manager 
2015 Barratt Individual Excellence 
Award Winner
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Strategic priority

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

Key highlights

Focus upon employee retention

Highly engaged workforce

Committed to providing an inclusive 
working environment

KPI

Upper quartile employee engagement 

77%
(2015: 78%)1

The challenge

The building and construction  
industry continues to face a shortage  
of skilled workers and attracting and 

retaining the best people is a key priority  
for our business. 

1   Assessed against the UK all sectors comparator group by IBM Kenexa.



Priorities and principles in action continued 
Investing in our people
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Our South Wales Division 
took on the Welsh 3 Peaks 
challenge, raising £7,942 
for their charity of the year.

Attracting people to our industry
Together with other housebuilders we are 
working with the HBF, the Construction 
Industry Training Board and schools, 
universities and the West Midlands University 
Technical College ('UTC') upon targeted 
projects to help address the industry-wide 
skills shortage. 

Employee retention
During the year employee turnover reduced by 
2% to 17% (2015: 19%) reflecting our focus in 
this area. However, there is significant demand 
and many opportunities for skilled employees 
elsewhere in the industry. We therefore 
continue to focus upon developing talent within 
our business, including succession planning, 
to ensure that we have the necessary skills 
within our business for continued operational 
delivery as well as focusing on remuneration 
and benefits to ensure retention measures are 
in place and effective. 

Developing talent
We are committed to the development of 
our people in order to drive our success. 
We offer both vocational and leadership 
training programmes, as well as in-house 
schemes promoting employee development, 
engagement and recognition.
We continue to invest in and develop our 
‘Future Talent’ strategy, recruiting graduates, 
apprentices and paid interns into our business. 
We have local Apprentice Champions who 
oversee the apprenticeship experience from 
attracting new trainees, to working with our 
sub-contractors and aiding our apprentices’ 
development. 

We continue to invest in and 
develop our ‘Future Talent’ 

strategy, recruiting graduates, 
apprentices and paid interns into 

our business.

17%
Employee Turnover  

(2015: 19%)

268
Number of graduate and apprentice 

programme employees
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The Barratt Academy continues to provide 
structured, bespoke training to support 
individual development across three 
separate disciplines; apprentices, site 
managers and technical/commercial roles. 
Courses combine professional training 
(onsite and in the classroom) with industry 
recognised qualifications.

Engaging our people
As a business we believe that an engaged 
workforce is critical to our success. 
We conduct an annual employee engagement 
survey in order to gain valuable insight into 
how our people feel about working for us. 
We are delighted that in our annual employee 
engagement survey we achieved our upper 
quartile target with an index of 77%, which is 
5% above the UK employers’ norm of 72%. 
We develop and implement action plans 
following each survey to strengthen our 
business and to continue our position of being 
an employer of choice. 
We recognise the outstanding contributions 
of our people through quarterly awards for 
sales staff, apprentices and site managers 
as well as through individual and team 
excellence awards. 

Diversity and inclusion
We are committed to providing an inclusive 
working environment where everyone 
feels valued and respected. We aim to 
have a diverse workforce that reflects the 
communities in which we operate, delivering 
excellence for our customers and business 
by drawing on a diverse range of talents, 
skills and experience. 

The table opposite shows the number of 
men and women employed, as at 30 June 
2016, across our business split between PLC 
Directors, Senior Managers and employees.
The diversity policy relating to the appointment 
of PLC Directors is set out on page 65 of the 
Annual Report and Accounts.
After a successful pilot last year, we have 
started diversity and inclusion training across 
our business, which we will continue to rollout 
during FY17. Our 2015 graduate cohort have 
also been promoting a campaign called ‘Built 
by Both’ to encourage women into the industry 
and have held a number of work experience 
days for women studying at universities. 

Human rights
We support the United Nations’ Universal 
Declaration of Human Rights and have policies 
and processes in place to ensure that we act 
in accordance with our principles in relation 
to areas such as anti-corruption, diversity, 
whistleblowing and the requirements of the 
Modern Slavery Act 2015.

Men and women employed

30 June 2016 30 June 2015

                Men            Women Total                 Men            Women Total

Number % Number % Number Number % Number % Number

PLC Directors 7 78 2 22 9 6 75 2 25 8

Senior Managers 251 87 36 13 287 250 87 37 13 287

Employees 4,103 69 1,810 31 5,913 3,875 68 1,801 32 5,676

Total workforce 4,361 70 1,848 30 6,209 4,131 69 1,840 31 5,971

Jordan Brown 
2015 Barratt Apprentice 
of the Year.



Sury Patel 
Project Manager at 
Barratt London and 
SHE award winner.
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Our principles

The challenge and our response
Increased activity levels across the industry in 
terms of site openings and production volumes 
combined with shortages of skilled staff has 
contributed to an increased risk of accidents 
on sites. We seek to maintain stringent safety 
standards and have a continuous focus on 
health and safety. Getting the basics right, 
good leadership, and commitment to health 
and safety from all levels of management 
is what delivers good health and safety 
performance in our business. 
Our Safety, Health and Environmental 
management system (‘SHE’) is subject to 
continuous review and improvement. All of our 
trading divisions are certified to OHSAS 18001 
(Occupational Health and Safety Management 
Systems) and adhere to our SHE guidelines 
with their ongoing compliance being verified 
by a programme of internal and external 
audits. During the year, we carried out 6,184 
(2015: 6,269) monitoring visits and achieved an 
average compliance rate of 96% (2015: 96%). 
We also maintained our 5 Star rating from 
the British Safety Council for the second year 
in succession. 

Our overall aim is to have an injury free 
working environment, and whilst we believe 
that all injuries are avoidable, our objective 
for the year was to have an improvement in 
our reportable Injury Incidence Rate (‘IIR’). 
During the year, our IIR increased slightly to 
385 (2015: 381) per 100,000 persons employed 
(including sub-contractors). We have 
continued to operate our 5 Steps to Safety 
Campaign and during the year have reviewed 
and restructured our health and safety training 
strategy for employees at all levels within 
our business, in order to continue to seek to 
improve our performance. 
Our site managers have again been successful 
at the NHBC Health and Safety Awards, 
achieving more awards than any other 
housebuilder, with nine commendations 
and five going on to receive the highly 
commended status. 
We were deeply saddened that two employees 
of our sub-contractors lost their lives in 
separate incidents on two of our sites during 
the year. Both of these incidents have been 
thoroughly investigated by our internal 
health and safety (SHE) team. We are fully 
co-operating with the Health and Safety 
Executive during their ongoing investigations 
into each of the incidents.

Our principle

We are committed to achieving 
the highest industry health and 
safety standards. Health and 

safety is a key principle for which 
all of our people are responsible. 

Key highlights
 > Achieved target health and safety 
compliance rate

 > Positive external recognition for our 
performance from NHBC and British 
Safety Council

KPI
 > Health and safety compliance rate 96% 
(2015: 96%)1

 > Reportable injury incidence rate 
per 100,000 employees including  
sub-contractors 385 (2015: 381)

1  Key performance indicator used to assess performance 
for annual incentive scheme.

Health and safety compliance rate (%)
2012: 96
2013: 97
2014: 96
2015: 96
2016: 96

Reportable injury rate per 100,000 employees 
(including sub-contractors)
2012: 511
2013: 329
2014: 379
2015: 381
2016: 385

Keeping  
people safe



Georgina McLean 
Group Procurement Manager – who 
has taken the lead on the partnership 
relationship building with the 
Supply Chain Sustainability School, 
supporting a diverse, capable supply 
chain who can help us achieve our 
sustainability goals.
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Being a trusted  
partner

The challenge and our response
Housebuilding is a long term business and 
the development of sustained business 
partnerships with landowners, suppliers and 
sub-contractors, is critical to our success. 
We continue to work with private landowners, 
operators and agents to identify and bring 
forward land for development. Divisional land 
teams continue to work hard to try and 
ensure we are regarded as the housebuilder 
of choice by the local landowners and 
agency community. 
Our suppliers and sub-contractors are 
critical to the delivery of our strategic 
objectives and we invest in our relationships 
with them. We hold a national supply chain 
conference and regular review meetings 
with our suppliers and seek to develop long 
term business relationships. We also work 
with our suppliers to help them to introduce 
the new technologies that we need to meet 
increasingly challenging building standards. 
We also work with our sub-contractors to 
help them to improve their environmental 
and safety performance.

Our principle

We build meaningful, long term 
relationships that make us 

the developer of choice for our 
partners. We are innovating with 

our supply chain to drive efficiency 
and meet our customers’ needs.

Key highlights
 > Continue to work with a variety of partners 
to bring forward land for development

 > Continue to invest in the relationship with 
our suppliers and sub-contractors
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Children from Allington Primary 
School visit The Orchards 
development to find out just what it 
takes to design and plan a community 
of new homes.

Our principles continued

Building strong  
community relationships

The challenge and our response
Housebuilding has a direct impact upon local 
communities. It is therefore important that 
they are engaged in the creation process and 
that our development creates a positive legacy.
As a Group we contribute social and economic 
benefits to the communities in which we are 
working, which are far-reaching and long-
lasting. By building more homes we are 
generating substantial amounts of economic 
activity and we estimate that during the 
year we supported over 55,000 jobs either 
directly, indirectly or induced. The homes we 
build for new communities are high quality: 
for example, the average size of new private 
homes sold in the year by Barratt was 1,114 sq 
ft, 12% larger than the average UK home¹.
 
1 Based on 2012/13 English Housing Survey.

We work closely with local planning 
authorities to negotiate and deliver or fund 
social infrastructure such as highways and 
public transport improvements, new schools 
and school places, sports facilities and 
medical centres. 
Engagement with local communities to seek 
to address any impact that our developments 
may have on the environment is also 
important. By holding public consultations, 
we invite stakeholders to talk to our specialist 
planners and architects about their concerns 
and aspirations for our developments. 
We believe that a genuinely collaborative 
approach will deliver more land and housing 
and in this regard 62% (2015: 54%) of our active 
developments have held a public consultation.

We continue to support and promote a wide 
range of charitable giving and community 
volunteering initiatives with each division 
focusing on the charitable activities that best 
reflect the needs of their local community 
and the issues that impact upon their 
employees. We have launched a Charity of 
the Year Scheme, where we match every 
pound raised for each division’s charity of the 
year up to a set maximum. Our employees 
have raised £603,776 for charity this year, 
including £46,402 donated by Barratt through 
the Charity of the Year Scheme. In addition we 
have launched a volunteering policy whereby 
every employee can take one day’s paid leave 
to volunteer for a charity of their choice. 

Our principle

We engage fully with local 
communities and customers 

when creating new developments. 
We seek to ensure that our work 

creates a positive legacy that 
helps local communities to thrive.

Key highlights
 > Estimated that our activities support  
over 55,000 jobs directly, indirectly  
or induced in the economy

 > Work closely with local authorities
 > Actively engage with local communities

St James C of E Primary School 
pupils were given a tour of 
Ribble Meadow, Clitheroe by 
our mascot Barry Barratt.
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The challenge and our response
As the demand for new housing increases, 
we recognise the need for our business to 
become more resource and energy efficient 
and to produce less waste and generate 
fewer carbon emissions. All of our divisions 
are certified to ISO 14001, the environmental 
management standard. 

Designing out construction waste
During the year, we have been focusing upon 
waste elimination and seeking to significantly 
reduce both waste tonnage and costs, rather 
than increasing recycling rates. 
A key to waste reduction is designing waste out 
and one area where we have been successful 
is plasterboard. We engaged with other 
members of our industry and worked with our 
supplier to re-size plasterboard to meet the 
requirements of modern builds. This means 
that 100mm no longer needs to be cut off  
every plasterboard section, which reduces  
our costs, and is expected to cut our waste  
by 1,300 tonnes each year.
We segregate waste for recycling as standard 
across our sites and have achieved a recycling 
rate of 95% (2015: 95%) for the year.

Being energy efficient and reducing 
emissions
Our direct and indirect operational greenhouse 
gas emissions are shown in the table below. 
This is based on the energy used in our 
offices, on our live developments and for 
business travel.

Greenhouse gas 
emissions (Tonnes CO2e)

Year ended  
30 June  

2016

Year ended  
30 June  

2015

Year ended  
30 June  

2014

Scope 1 emissions 20,211 18,224 17,315

Scope 2 emissions 10,804 11,843 14,053

Scope 3 emissions 9,303 9,150 8,981

Total 40,318 39,217 40,349

Tonnes of emissions 
per 1,000 sq. ft. 2.23 2.36 2.78

Our operational greenhouse gas emissions 
have reduced to 2.23 (2015: 2.36) tonnes 
of emissions per 1,000 sq. ft. this year. 
We continue to drive awareness and seek 
to improve energy and greenhouse gas 
performance across our business.

Enhancing habitats, biodiversity and local 
environments across our developments
During the year we built 48% (2015: 57%) 
of our homes on brownfield sites. We have 
continued our national partnership with the 
RSPB, the UK’s largest nature conservation 
charity. Our ‘Great Places’ guide includes 
ecology and biodiversity to help ensure that 
they are considered from project inception 
through to completion. During the year within 
our developments, 521 (2015: 634) hectares 
of open space were created and 638,136 
(2015: 554,819) trees or shrubs were planted 
or retained.

Construction waste segregated onsite for recycling
2012: 96
2013: 95
2014: 94
2015: 95
2016: 95

DeVessey Village, a beautiful 
development of three, four and 
five bedroom homes, surrounded 
by woodland and next door to 
Sleaford Golf Course.

Our principle

We strive to minimise the 
environmental impact of our 
operations and supply chain, 
which increases the energy 

and resource efficiency of our 
homes. We seek to enhance 

habitats, biodiversity and local 
environments across all  

of our developments.

Key highlights
 > Focused on waste reduction through 
reducing waste generation

KPI
 > 95% of construction waste segregated 
onsite for recycling (2015: 95%) 

 > Carbon intensity reduced by 5.5% 
to 2.23 tonnes CO2 per 1,000 sq. ft. 
(2015: 2.36 tonnes)

Safeguarding the  
environment
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Our principles continued

Our performance
Our strategic objectives remain to maintain 
disciplined growth, deliver on our targets for 
key financial metrics and continue to deliver 
attractive cash returns. 
We have made significant progress on these 
objectives during the year, achieving a 5.3% 
growth in completion volumes, a 20.7% increase 
in profit before tax, a 3.2 ppt improvement 
in ROCE to 27.1% and are proposing a 22.3% 
increase in total dividend per share, including 
special dividend, to 30.7 pence per share for 
the financial year. 

Profit for the year
The improved performance in our 
housebuilding business resulted in an 
operating profit of £668.4m (2015: £576.8m) 
at an operating margin of 15.8% (2015: 15.3%).
The finance charge for the year was £58.2m 
(2015: £57.0m), consisting of a cash finance 
charge of £24.1m (2015: £27.4m) and £34.1m 
(2015: £29.6m) of non-cash charges: the main 
component of the non-cash charge relates 
to the unwind of the discount factor from 
deferred term land creditors. 
Profit before tax for the year was £682.3m 
(2015: £565.5m), the highest profit the Group 
has ever achieved. The increase of £116.8m 
was driven by increased completion volumes, 
growth in average selling prices, an increased 
contribution from joint ventures and from an 
increase in sundry income.
The tax charge for the year was £132.0m 
(2015: £115.2m) at an effective tax rate of 19.3% 
(2015: 20.4%). The rate of tax assessed for the 
year is slightly below the standard effective 
rate of corporation tax of 20.0% (2015: 20.75%) 
mainly due to land remediation relief and the 
tax rate reduction on deferred tax.

Profit after tax for the year was £550.3m 
(2015: £450.3m), resulting in a basic earnings 
per share of 55.1p (2015: 45.5p).

Return on capital employed
The Group’s fast asset turn model, supported by 
a relatively short consented land bank, deferred 
payment terms, high levels of standard product, 
and the ability to sell through our David Wilson 
Homes and Barratt brands on larger sites, is 
focused on driving ROCE.
For FY16 ROCE increased by 3.2 ppts to 27.1% 
(2015: 23.9%). This growth benefited from 
reductions in legacy assets following the 
disposal of £85.4m of our available for sale 
assets in the second half of 2016 together 
with rates of profit growth running ahead of 
working capital growth rates.

Net cash and capital structure
We maintain an appropriate capital structure, 
with land and long term work in progress 
funded by shareholders’ funds and land 
creditors, and with net cash at our year 
end. During the year we generated £652.9m 
(2015: £184.0m) of cash inflow from operating 
activities and £12.7m of cash inflow from 
investing activities. This was in part applied 
to £268.0m of financing activities: of which 
£263.2m related to dividends paid during the 
year. Together with opening cash of £360.4m, 
the Group’s net cash increase in the year 
of £397.6m led to closing cash of £758.0m 
and net cash at 30 June 2016 of £592.0m 
(2015: £186.5m). At 30 June 2016 land creditors 
were 38% (2015: 35%) of the owned land bank.  
The factors behind the strong growth in 
cash inflow from operating activities include 
increased profit from operations, £82.9m of 
cash inflow from the disposal of the bulk of 
our available for sale assets and favourable 
movements in trade and other payables. 

As we make scheduled payments on agreed 
new land and build work in progress to deliver 
spring 2017 completions, we expect net cash 
at 31 December 2016 to be in line with normal 
seasonal trends (31 December 2015: £24.2m). 
It remains our objective for FY17 to maintain an 
appropriate capital structure with year end net 
cash and land creditors at around one-third 
of the owned land bank.

Capital Return Plan
The Board proposes to pay a final ordinary 
dividend of 12.3 pence (2015: 10.3 pence) 
per share for the financial year ended 
30 June 2016, which subject to shareholder 
approval, will be paid on 21 November 2016 
to shareholders on the register at the close 
of business on 28 October 2016. Together with 
the interim ordinary dividend of 6.0 pence per 
share, which was paid in the year, this gives 
a total ordinary dividend for the year of 18.3 
pence per share (2015: 15.1 pence per share). 
The ordinary dividend was covered around 
three times by basic earnings per share. 
Under the special cash payment programme 
the Board is proposing a payment of £125.0m 
(12.4 pence per share), which subject to 
shareholder approval, will be paid by way 
of a special dividend on 21 November 2016 
to shareholders on the register at the close 
of business on 28 October 2016. The Board 
anticipates a further payment of £175.0m to 
be proposed with our FY17 results payable in 
November 2017. 
In total, the Capital Return Plan is expected to 
return around £963m of cash through ordinary 
dividends (based on consensus earnings) 
and special dividends to the Company’s 
shareholders over the three years ending 
November 2017.

Our principle

Our people take individual 
responsibility appropriate to 

their level of seniority for driving 
the financial management and 

performance of the business. We 
maintain financial discipline across 

all aspects of our operations. 

Key highlights
 > Continued to build profitability, increasing 
operating margin by 0.5 ppts to 15.8%

 > Achieved a 3.2 ppt increase in ROCE 
to 27.1%

 > On track for our targets of at least 20% 
gross margin and at least 25% ROCE

 > Maintained an appropriate 
capital structure 

KPI
 > Profit before tax £682.3m (2015: £565.5m)1

 > Earnings per share 55.1 pence  
(2015: 45.5 pence)2

 > Return on capital employed 27.1% 
(2015: 23.9%)2

 > Total shareholder return2 for the three 
years ended 30 June 2016 88.7% (three 
years ended 30 June 2015: 362.9%)

 > Year end net cash £592.0m 
(2015: £186.5m)

 > Land creditors as a percentage of owned 
land bank 38% (2015: 35%)

1  Key performance indicator used to assess performance for 
annual incentive scheme.

2  Key performance indicator used to assess performance for long 
term incentive schemes.

Ensuring the financial  
health of our business
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Roles and responsibilities 
The Board is responsible for the overall stewardship of our 
system of risk management and internal control. It has 
undertaken a robust assessment of the principal risks in our 
business and has established the appropriate level of risk that 
is acceptable in the pursuit of our strategic objectives and has 
set appropriate policies to govern this. It has also set delegated 
authority levels to provide the executive framework for assessing 
risks and ensuring that they are escalated to the appropriate 
levels of management, including up to the Board where 
appropriate, for consideration and approval.
The roles and responsibilities of the Board, its committees and 
all levels of management from a risk management perspective 
are summarised on this page:

Risk  
management

Effective risk management is fundamental to 
the achievement of our strategic objectives. 
Risk management controls are integrated 

into all levels of our business and across all 
of our operations. We continually assess our 

exposure to risk and seek to ensure that risks 
are appropriately mitigated.

Board
Overall responsibility for corporate strategy, 
governance, performance, internal controls and 
risk management
Defines the Group’s appetite for risk and monitors 
risks to ensure they are effectively managed, 
including agreeing actions where necessary

Audit 
Committee

Reviewing the effectiveness 
of internal controls, including 
systems to identify, assess 
and monitor risks

Operations  
Committee

Reviewing regional 
operating performance

Executive Committee
Monitoring business and operational performance and changes in key risks 
facing the business and providing regular reports to the Board
Responsible for ensuring that the risk management policy is implemented and 
embedded within the business and appropriate actions are taken to manage risks

Regional and Divisional Management
Responsible for risk identification, management and control within their region or division

Site Management
Maintaining an effective system of risk management and internal control at their site including 
construction risks, sub-contractor risks and health and safety

Remuneration  
Committee

Assessing the appropriate 
incentivisation of the 
Executive Directors and 
Senior Management

Treasury Operating  
Committee

Management of liquidity 
and counterparty risk 
and ensuring that 
treasury policies are 
implemented and 
embedded within 
the business

Nomination  
Committee

Ensuring an appropriate 
balance of skills, knowledge 
and experience on the Board

Risk  
Committee

Consideration of 
identified risks and 
their mitigation
Identification of new 
and emerging risks

Safety, Health and 
Environmental Committee

Responsibility for the 
stewardship of safety, 
health and environmental 
performance

Land  
Committee

Reviewing and 
authorising all proposed 
land acquisitions to 
manage land acquisition 
risk

Health and Safety  
Operating Committee

Reviewing the 
effectiveness of health 
and safety policies and 
establishing controls 
and procedures to 
manage these risks
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Managing risk – health and safety

Maintaining high standards of health and safety 
is an integral element of the Group’s principles 
and is the number one priority for all our business 
activities. We have implemented a detailed 
strategy for continuous improvement in this area 
which is supported by our well established policy 
and procedures.
The Group Board Safety, Health and 
Environmental (SHE) Committee which is chaired 
by one of our Non-Executive Directors and 
attended by our Deputy Chief Executive, provides 
oversight and stewardship of our operational 
performance. (Refer to the SHE Committee report 
on page 74 for further information.)
The SHE Operations Committee reports directly 
to the SHE Board Committee and is responsible 
for implementing the overall SHE improvement 
strategy for the Group.
The Group employs an internal team of 23 SHE 
Managers who assist with operational compliance 
and monitor our sites at least once per month. 
They work independently of our operational 
Divisions and carry out over 6000 monitoring visits 
to our sites every year. They report on levels of 
compliance to operational management and an 
overview of the performance of each operational 
Division including reportable injuries and near 
misses, is provided on a monthly basis to our 
Group Board.
All our operational units are accredited to the 
international standard OHSAS 18001 and as 
part of the compliance process are audited 
internally each year by our in-house team and 
externally audited by our accreditation body 
Ocean Certification.
The Group has for the second year arranged 
for the British Safety Council to carry out a 
comprehensive review of our management 
systems and associated arrangements. The audit 
model evaluates leadership at all levels of the 
business and continuous improvement which 
are continually assessed throughout the audit 
process. The Group achieved a compliance score 
of 96% and was again awarded the highest five 
star status. This is an excellent achievement and 
reflects on our approach to health and safety 
management throughout the business.

Why and how our principal risks change

Principal risks probability
Whilst the Principal Risks for the Group 
related to the execution of its business 
strategy have not changed since 2015, 
the likelihood of the risk factors occurring 
may have changed. The diagram on 
this page shows the estimated residual 
likelihood of each risk following our risk 
mitigation strategies in both 2016 and 
2015. The diagram does not consider the 
relative size of the associated financial 
or reputational impacts for each Principal 
Risk item.

Risk management continued

Economic environment,  
including housing demand 
and mortgage availability

Land Purchasing

Liquidity

Attracting and retaining  
high-calibre employees

Availability of raw 
materials, sub-contractors 
and suppliers

Government regulation  
and planning policy

Construction and  
new technologies

Joint ventures  
and consortia

Safety, health  
and environmental

IT
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Managing risk – Addressing the skills shortage

We continue to invest in our people to ensure that 
they can maximise their potential, but we are 
equally focused on the need to attract new talent 
into our business to address the skills shortages 
in our industry.
For the medium to long term, we have our Future 
Talent strategy. Our annual intake of apprentices 
(trade and professions) and graduates continues. 
We have made good progress against our 2020 
aspiration and have recruited over 900 graduates, 
trainees and apprentices including those that will 
join us in 2017. Numbers on our foundation degree 
in residential development and construction 
introduced three years ago continue to grow and 
last year we became patrons of the West Midlands 
Construction UTC. Providing mentors from 
our West Midlands division and Group Support 
Centre. This is the first UTC to offer a construction 
curriculum and provide students with a work 
based mentor. 

We have launched a schools career toolkit which 
includes six housebuilding activities linked to the 
school curriculum, a teachers’ and parents’ guide 
and a student guide to promote our professions. 
Many of our regionally based employees, including 
our Apprentice Champions, have visited schools 
and use the toolkit as a way of demonstrating the 
many careers within housebuilding. The toolkit 
educates young people on roles and careers advice 
and provides teachers with material to embed 
and reference the industry within the curriculum. 
This is a completely new initiative for the industry 
and is intended as a resource for influencers 
(teachers, careers advisers, governors and 
parents) and students. The toolkit is intended to: 
challenge industry perceptions, misconceptions 
and stereotyping, promote the industry as a diverse 
organisation, challenge the underrepresentation 
of females in the industry, address the lack of 
diversity in the workforce, challenge teacher / 
parent attitudes towards careers in construction. 

This supports our diversity and inclusion 
programme which aims to attract talent from more 
diverse backgrounds. 
In the short term we are actively seeking to 
recruit talent from other industry backgrounds, 
and providing transitional training for a career in 
housebuilding. We have signed up to the Armed 
Forces Covenant and have launched a site 
manager transitional training programme for 
armed forces personnel which allows them to 
undertake a year’s transition programme whilst 
working as an Assistant Site Manager. We currently 
employ 28 armed forces personnel and plan to 
significantly grow this over the period ahead. 
We advertise our vacancies on diversityjobs.co.uk 
and launched a profile page on thebigidea.co.uk 
which promotes us as an organisation from a 
diversity perspective. We have launched numerous 
programmes to help appeal to a wider audience 
of potential recruits. For example, teaming up 
with RICS, CBRE and others on our ‘Built by Both’ 

campaign to attract young women professionals 
into careers in housebuilding; developing a 
housebuilding app game; and relaunching an 
enhanced recruitment website.
We are working closely with Construction Industry 
Training Board (CITB) through the Go Construct 
project, providing many case studies for them and 
the HBF which helps to improve the image of our 
sector as a career choice. This work also includes 
support to the House Building Skills Partnership 
which aims to provide new training and 
qualifications to more than 45,000 new entrants 
to our sector.

Viability Statement
In accordance with provision C.2.2 of the UK 
Corporate Governance Code 2014, the Directors 
have assessed the prospects and financial viability 
of the Group, taking into account both its current 
position and circumstances, and the potential 
impact of its principal risks. The Directors 
consider that a three-year period is appropriate for 
this assessment. 
The Group’s objective is for a shorter than sector 
average land bank reflecting its focus on return 
on capital and a rapid asset turn. Our target is a 
regionally balanced land portfolio with a supply 
of owned land of c. 3.5 years and a further 1.0 
years of controlled land. Accordingly, we consider 
it appropriate that our viability review period is 
broadly aligned with the expected longevity of our 
owned land supply. 
By using a three-year timeframe, the Viability 
Statement review period is also aligned with 
the Group’s bottom up three-year planning and 
forecasting cycle, during which a wide range 
of information relating to present and future 
business conditions is considered, including those 
impacting on expected profitability, cash flows, and 
funding requirements.

The Group is subject to a number of Principal Risks 
(as set out in more detail in pages 44 to 45), and its 
Viability Statement review considers the impact 
that these risks (particularly those related to the 
economy and to mortgage availability) might have 
on its ability to meet its targets. This is undertaken 
through the performance of sensitivity testing, 
using appropriately challenging scenarios which 
reflect severe but plausible impacts based on 
current market conditions and applying estimates 
for the impact of these risks to ensure that the 
quantified mitigation actions available to it are 
sufficient. This process involves consideration of 
the impact of our chosen scenarios on key business 
drivers, including the volume of legal completions 
achieved, average selling prices and build costs. 
Several scenarios are modelled to ensure that the 
Board can carefully evaluate the range of plausible 
outcomes being assessed and mitigation factors 
are based on those identified and successfully 
deployed during the previous downturn in 2007-
2008 following the ‘credit crisis’.   
Based on this review, the Directors confirm that 
they have a reasonable expectation that the Group 
will be able to continue in operation and meet its 
liabilities over this three-year period. 

New risks

No new principal risks have emerged during the financial year

Increased risk profile Why?

  Economic environment, including 
housing demand and mortgage 
availability

Following the vote to leave the European Union (‘EU’) in the recent referendum 
there is increased uncertainty within the UK economy and it is too early to say 
what the impact of this will be.

  Attracting and retaining  
high-calibre employees

There is high competition for skilled employees within the housebuilding industry 
which has been driven by both the growth in industry volumes and the skills 
shortage within the industry. 

  Availability of raw materials,  
sub-contractors and suppliers

A significant proportion of the skilled sub-contractors upon our sites are 
nationals of other EU countries. Following the vote to leave the EU in the recent 
referendum, it is too early to say what impact this will have upon the availability 
of sub-contractors.

Whilst the majority of our raw materials are sourced from UK suppliers, some 
such as timber, are sourced from outside the UK. In addition, some components 
contain materials sourced from outside the UK. The decrease in the value of 
the pound following the EU referendum may, subject to other factors such as 
demand, lead to an increase in the cost of these materials and components. 

 IT There has been an increased level of attempted cyber-attacks against the Group’s 
IT systems during the year. 

Decreased risk profile Why?

 Liquidity The Group’s average debt decreased to £60.0m (2015: £271.3m) for the year, 
resulting in more headroom against the Group’s committed facilities. 
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Risk management continued

Principal risks

Risk Economic environment,  
including housing demand and  
mortgage availability

Land Purchasing Liquidity Attracting and retaining  
high-calibre employees

Availability of raw materials,  
sub-contractors and suppliers

Potential 
impact

Changes in the UK and European 
macroeconomic environments, including 
but not limited to unemployment, flat 
or negative economic growth, buyer 
confidence, availability of mortgage 
finance particularly for higher loan to 
values including government backed 
schemes, interest rates, competitor 
pricing, falls in house prices or land 
values, may lead to a fall in the demand 
or price achieved for houses, which 
in turn could result in impairments of 
the Group’s inventories, goodwill and 
intangible assets.

The ability to secure sufficient consented 
land and strategic land options at 
appropriate cost and quality to provide 
profitable growth.

Unavailability of sufficient borrowing 
facilities to enable the servicing of 
liabilities (including pension funding) and 
the inability to refinance facilities as they 
fall due, obtain surety bonds, or comply 
with borrowing covenants. Furthermore, 
there are risks from management of 
working capital such as conditional 
contracts, build costs, joint ventures and 
the cash flows related to them.

Inability to recruit and/or retain 
employees with appropriate skill sets or 
sufficient numbers of such employees.

Shortages or increased costs of 
materials and skilled labour, the 
failure of a key supplier or the inability 
to secure supplies upon appropriate 
credit terms could increase costs and 
delay construction.

Mitigation  > Board, Executive Committee, regional 
and divisional management review 

 > Quarterly site valuations 
 > Comprehensive sales policies and 
procedures including transparency 
towards mortgage lenders

 > All potential land acquisitions are 
subject to formal appraisal and 
approval by the Land Committee 

 > Divisional, regional and Group review of 
land currently owned, committed and 
identified against requirements

 > Committed bank facilities and private 
placement notes of around £850m with 
maturities ranging from 2016 to 2021 

 > Regular forecasts of working capital 
and cash requirements and compliance 
with banking covenants 

 > Policy requiring minimum headroom 
of £150m of drawings against 
committed facilities

 > Comprehensive Human Resources 
programme including apprenticeship 
schemes, a graduate development 
programme, succession planning 
and training academies tailored to 
each discipline  

 > Monthly monitoring of employee 
statistics including turnover 
and absence  

 > Exit interviews  
 > Annual employee engagement survey   
 > Remuneration benchmarked against 
industry competitors

 > Centralised team procures the majority 
of the Group’s materials from within the 
UK including sub-contractor materials, 
ensuring consistent quality and costs 
and security of supply  

 > Seek to establish and maintain long 
term supplier and sub-contractor 
partnerships with all of our significant 
supply agreements fixed in advance, 
usually for 12 months  

 > Group policies include tendering, the 
requirement for multiple suppliers for 
both labour contracts and material 
supplies and establish contingency 
plans should any key supplier fail

The 
opportunity

The majority of our customers 
require mortgages to purchase their 
new home. Buyer confidence, the 
availability of mortgages and mortgage 
interest rates are affected by the 
economic environment. 

Securing more sites that at least meet 
our hurdle rates of 20% gross margin 
and 25% ROCE will enable disciplined 
volume growth.

Availability of sufficient committed and 
surety facilities ensures that the Group 
can manage changes in the economic 
environment and take advantage of 
appropriate land buying and operational 
opportunities and deliver sustainable 
shareholder value.

Skilled employees are critical to deliver 
the Group’s strategy of disciplined 
growth, improving key financial metrics 
through a focus on efficiency and 
the continued delivery of attractive 
cash returns.

Sufficient material and skilled sub-
contractor availability will enable 
disciplined volume growth. 

Business 
model link 1 3 4 1 3 1 21 3 4 5 3 5

1 Targeted land buying and effective planning.
2 Outstanding design.
3 Construction excellence and efficiency.
4 Innovative sales and marketing.
5 Industry leading customer experience.
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Principal risks

Risk Government regulation and planning policy Construction and new technologies Joint ventures and consortia Safety, health and environmental IT

Potential 
impact

Inability to adhere to the increasingly 
stringent and complex regulatory 
environment, including planning and 
technical requirements affecting 
the housing market and regulatory 
requirements more generally.

Failure to identify and achieve key 
construction milestones, due to factors 
including the impact of adverse weather 
conditions, the failure to identify 
cost overruns promptly, design and 
construction defects, and exposure to 
environmental liabilities, which could 
delay construction, increase costs, 
reduce selling prices and result in 
litigation and uninsured losses. There are 
also risks associated with climate change 
and the use of new technology in the 
build process e.g. materials related to 
carbon reduction.

Large development projects, some of 
which involve joint ventures or consortia 
arrangements and/or commercial 
developments, are complex and capital 
intensive and changes may negatively 
impact upon cash flows or returns.

Health and safety or environmental 
breaches can result in injuries to 
employees, sub-contractors and site 
visitors, delays in construction or 
increased costs, reputational damage, 
criminal prosecution and civil litigation.

Failure of the Group’s IT systems 
(whether due to cyber-attacks or other 
causes) in particular those relating to 
surveying and valuation, could adversely 
impact the performance of the Group.

Mitigation  > Considerable in-house technical 
and planning expertise devoted 
to complying with regulations 
and achieving implementable 
planning consents

 > Rigorous design standards for the 
homes and places we develop

 > Policies and technical guidance 
manuals for employees on regulatory 
compliance and the standards of 
business conduct expected

 > Executive Committee, regional and 
divisional reviews

 > Any alternative forms of construction 
and building technologies and the 
quality of materials are subject to 
evaluation by external and internal 
technical experts, including the NHBC, 
to ensure compliance with all building 
and other regulations

 > Quarterly site valuations
 > Monitoring of environmental 
impact indicators

 > Maintenance of appropriate 
insurance cover

 > All potential joint ventures are subject 
to formal appraisal and approval by the 
Group’s Land Committee and the Board 

 > Once operational, the performance of 
joint ventures and consortia are subject 
to regular review

 > Health and safety team
 > Regular health and safety audits and 
development monitoring visits

 > Group health and safety and 
environmental policies and procedures

 > Board health and safety visits reinforce 
the importance of Health, Safety and 
Environmental compliance

 > Centrally maintained IT systems
 > Fully-tested disaster 
recovery programme

 > Regular reviews to seek to reduce 
the risk of successful cyber-attacks

The 
opportunity

Securing sufficient, appropriate planning 
permissions upon new sites will 
enable the Group to deliver disciplined 
volume growth.

Modern construction methods are 
being assessed and implemented 
where appropriate to reduce the risks 
inherent in the construction process and 
to help address the shortage of skilled 
trades people.

Securing more joint venture sites that 
at least meet our hurdle rates of 20% 
gross margin and 25% ROCE will enable 
disciplined volume growth.

Continued focus upon health and 
safety to seek to reduce injury rates 
and manage the risks inherent in the 
construction process.

Integrated IT systems enhance business 
control and drive efficiency.

Business 
model link 1 2 2 3 1 2 3 1 3 4 5
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The Strategic Report on pages 2 to 45 was approved by the Board and is signed on its behalf by:
 
David Thomas 
Chief Executive
6 September 2016

1 Targeted land buying and effective planning.
2 Outstanding design.
3 Construction excellence and efficiency.
4 Innovative sales and marketing.
5 Industry leading customer experience.


