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(Gladedale Holdings Limited
Directors’ report for the year ended 31 December 2008

The directors present their annual report together with the audited consclidated financial statements for
the year ended 31 December 2008.

Principal activities

The Company is an investment holding company for a group of businesses principally engaged in
housebuilding, residential property development and investment.

Business Review

In the year ended 31 December 2008, the Group’s revenues, including its share of joint ventures, fell by
49.4% to £316.1 million (2007 £624.5 million), as both market and economic conditions became ever
more challenging.

The extent and severity of impact on the residential housing sector of the ensuing economic slowdown
has been well rehearsed and has necessitated decisive action to reduce costs, overheads and tightly
manage working capital across the entirety of the Group's operations.

Further impairment charges, write-downs and restructuring related costs and provisions of £27.4 millicn
(2007: £327.3 million) were incurred, which contributed to an operating loss of £43.5 million (2007 loss
£247 2 million). With increased financing costs and losses attributable to its joint ventures, the Group
recorded a pre-tax loss for the year of £105.4 million (2007; loss £285.6 million). No dividends were
declared or paid in 2008 (2007. interim cash dividends paid of £9.0 million {(being £180 per share}, plus a
dividend in specie of £25.0 million). The Directors are unable to recommend the payment of a final
dividend in respect of the year ended 31 December 2008 (2007: £Nil).

The loss after tax amounted to £106.0 million (2007: loss after tax £282.5 million) and was transferred to
reserves. The results for 2007 and 2008 have had a profound effect on the both the Company’s and
Group's consolidated balance sheets. At 31 Decermber 2008, the Group had net liabilities of £306.7
million (2007 net liabilities £174.5 million), while its bank and other borrowings amounted to £837.0
million (2007: £707.8 million}.

As trading conditions markedly deteriorated during 2008, there were consequential breaches of the
covenant terms attaching to the Group’s banking facilities, which stimulated a fundamental strategic
review, management changes and restructuring exercise with the support throughout of its principal
lender. On 1 September 2009, this culminated in the acquisition of the Company and its subsidiaries by
Terret Residential Limited, a wholly owned subsidiary of Terret Group Limited, along with a debt for
equity capitalisation amounting to £519.6 million. Arising from this change of ownership, new committed
bank term loan and working capital facilities have also been made available by the Group's principal
lender. The resultant new ownership, capital and funding structure will allow the Group to focus on
delivering operational improvements and stakeholder value.

Along with the provision of new banking facilities, all covenant and other breaches which had occurred
under the previous cross-collateralised bank debt have been waived and completely extinguished.

Further details concerning the Group's restructuring are disclosed in note 36 of the accompanying
consolidated financial statements.

After a very difficult and turbulent 2008, the Group has since witnessed some recovery in demand levels
and, while market conditions remain challenging, it is now well placed to capitalise on the opportunities
ahead.




Gladedale Holdings Limited
Directors’ report for the year ended 31 December 2008 (continued)
Going concern

Following its change of ownership, refinancing and re-capitalisation (details of which appear in note 36 to
the consolidated financial statements), the directors have considered the Group’s financial position,
trading prospects, cash flow and financial forecasts and have a reasonable expectation that there are
adequate resources to allow it to continue in operational existence for the foreseeable future.
Accordingly, they have determined that it is appropriate to continue to adopt the going concern basis of
accounting in the preparation of these financial statements.

Principal risks and uncertainties
The Group has considerable exposure to the UK residential housing market, which has suffered from an
unprecedented decline in demand levels. The breach of its banking covenants represented a significant

risk to the business which, as referred to above, has now been satisfactorily resolved.

Under its new ownership, the Group is developing and enhancing its systems, policies and procedures to
identify, manage and control areas of risk.

Financial instruments and risk management

The use of financial instruments, including financial risk management objectives and policies, exposure
to price risk, credit risk, liquidity risk and cash flow risk, are disclosed in note 3 to the consolidated
financial statements.

Key performance indicators (KPIs)

The Company and Group have not reported on KPls beyond those ascertainable from its entity and
consolidated financial statements. As part of its future strategy, KPl measures will be developed within
the context of the Group's new ownership and structure.

Directors

The directors who, unless otherwise stated, served throughout the year ended 31 December 2008 and
up to the date of signing the financial statements were as follows:

D Gaffney

T J Redburn {appointed 24 March 2008)
D J Lavelle (appointed 9 March 2009)

A H Beazer (resigned 31 October 2009)
R Dipre {resigned 1 September 2009)
D W Gandhi {resigned & March 2009)

J V Dipre {resigned 1 September 2009)
G F Jillings t {resigned 26 August 2008)

M S Havenhand t (resigned 26 August 2009)

| Robertson 1 (resigned 14 August 2009)

D S Holmest (resigned 30 June 2008)

T Non-executive Director



Gladedale Holdings Limited
Directors’ report for the year ended 31 December 2008 (continued)
Employees

The Group places considerable value on the involvement of its employees and has continued to keep
them informed on matters affecting them as employees and on the various factors affecting the
performance of the Group. This is achieved through formal and informal meetings and employee
representatives are consulted regularly on a wide range of matters affecting their current and future
interests.

Over a difficult period of uncertainty and turmoil, employees have responded magnificently to the
challenges confronting the Group and the Board acknowledges their contribution and endeavours
throughout.

Equal apportunities

The Company remains committed to equality of opportunity in all its employment policies, practices and
procedures throughout the Group. No employee should receive less favourable treatment by virtue of
race, creed, colour, nationality, gender or sexual orientation.

Disabled persons

Applications for employment are always considered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their
employment with the Group continues and that appropriate training is arranged. It is the policy of the
Group that the training, career development and promotion of disabled persons should, as far as
possible, be identical to that of other employees.

Internal control and corporate responsibility

The Board has the responsibility of maintaining a system of internal control and to review its
effectiveness.

Arising from its change of ownership, it is intended to review and strengthen the Group's systems,
policies, procedures and controls to ensure that it has effective programmes to identify and manage risk
throughout its business activities and to facilitate meaningful communication with all stakeholders.

Supplier payment policy

The Group and the Company agree payment terms with suppliers at the time of entering into a
transaction. These payment terms form part of the contract for the supply of goods or services and the
Group and Company adhere to such terms, subject to satisfactory completion of the related contractual
terms. The Company acts as a holding company and does not trade, hence creditor days has not been
disclosed. The Group's average creditor payment period at 31 December 2008 was 49 days (2007; 40
days).

Charitable and political contributions

During the year, the Group made charitable contributions of £53,000 (2007: £95,000) to a variety of
sporting and community charities.

Nao political donations were made during the course of the year (2007: £Nil).




Gladedale Holdings Limited
Directors’ report for the year ended 31 December 2008 (continued)
Disclosure of information to auditors

In the case of each of the persons who are directors at the time when the report is approved, the
following applies:
+ 50 far as the director is aware, there is no relevant audit information of which the Company’s and
Group's auditors are unaware, and
» he has taken all the steps that he ought to have taken as a director in order to make himself aware
of any relevant audit information and to establish that the Company’s and Group’s auditors are
aware of that information.

Statement of directors’ responsibilities in respect of the Annual Report and the financial
statements

The directors are responsible for preparing the Annual Report and the Group and the parent Company
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the Group financial statements in accordance with International Financial
Reporting Standards (IFRSs)} as adopted by the European Union, and the parent Company financial
statements in accordance with applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice). The Group and parent Company financial statements
are required by law to give a true and fair view of the state of affairs of the Company and the Group and
of the profit or loss of the Group for that period.

In preparing those financial statements, the directors are required to:

select suitabie accounting policies and then apply them consistently,
make judgements and estimates that are reascnabie and prudent;
state that the Group financial statements comply with IFRSs as adopted by the European Union,
and with regard to the parent Company financial statements that applicable UK Accounting
Standards have been followed, subject to any material departures disclosed and explained in the
financial statements;

» prepare the Group and parent Company financial statements on the going concern basis unless
it is inappropriate to presume that the Group and parent Company will continue in business, in
which case there should be supporting assumptions or qualifications as necessary.

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

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

Independent auditors

PricewaterhouseCoopers LLP have expressed their willingness to continue in office as auditors and a
resolution to reappoint them as independent auditors and authorising the directors to fix their
remuneration will be proposed at the annual general meeting.

By order of the board
-
L~ (e
Robin S Johnson

Secretary
11 December 2009




Gladedale Holdings Limited
Independent auditors’ report to the members of Gladedale Holdings Limited

We have audited the Group and parent Company financial statements (the ‘financial statements’) of
Gladedale Holdings Limited for the year ended 31 December 2008 which comprise the Consolidated
Income Statement, the Consolidated Statement of Recognised Income and Expense, the Consolidated
and Parent Company Balance Sheets, the Consclidated Cash Flow Statement and the related notes.
These financial statements have been prepared under the accounting policies set out therein.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the Group financial statements in
accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by
the European Union, and for preparing the parent Company financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of Directors’ Responsibilities.

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

We report to you our opinion as to whether the financial statements give a true and fair view and have
been properly prepared in accordance with the Companies Act 1985. We also report to you whether in
our opinion the information given in the Directors' Report is consistent with the financial statements.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified
by law regarding directors’ remuneration and other transactions is not disclosed.

We read other information coentained in the Annual Report and consider whether it is consistent with the
audited financial statements. The other information comprises only the Directors’ Report and the
Directors and advisors page. We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do
not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with international Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgmenis made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Group's and Company’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements.




Gladedale Holdings Limited

Independent auditors’ report to the members of Gladedale Holdings Limited {continued)
Opinion

In our opinion:

» lhe Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the
European Union, of the state of the Group’s affairs as at 31 December 2008 and of its loss and cash
flows for the year then ended;

+ the parent Company financial statements give a true and fair view, in accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the parent Company's affairs as at
31 December 2008;

» the Group and parent Company financial statements have been properly prepared in accordance
with the Companies Act 1985; and

+ theinformation given in the directors’ report is consistent with the financial staterments.

Pre @qleW&bpeﬁ (uf >

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

11 December 2009




Gladedale Holdings Limited

Consolidated income statement for the year ended 31 December 2008

Note 2008 2007
£'000 £'000

Continuing operations
Revenue, including share of joint ventures 5 316,148 624,488
Less: share of jaint venture revenue 5 (30,186) {56,179)
Group revenue 5 285,962 568,309
Cost of sales 5, 23 (267,615} (550,457)
Gross profit 5 18,347 17,852
Administrative expenses 5,23 (65,471)  (265,319)
Other income 5 10,748 2,557
{Loss)/gain on revaluation and sale of investment properties 5 (985) 1,763
Loss on disposal of available-for-sale financial assets 5 (6,145) -
\I;:ﬁtsusgsdisposal of subsidiary undertakings and joint 5 . (4,023)
EBITDA 5 (31,505) (45,684)
Depreciation 5,6 {1,298) {1,450}
Amortisation of intangible assets 58 {232) {181)
Impairment of investment in joint ventures 59 (3,984) {9,735)
Impairment of amounts owed by joint ventures 5 12 (6,487) (22,717)
Impairment of goodwill 58 - (167,503)
Operating loss 5 (43,506)  (247,170)
Finance income 28 13,266 17,857
Finance costs 28 (73,687) (59,973)
Share of (losses)/profits of joint ventures 59 {1,500) 3637
Loss before income tax 5 {105,427) (285,649)
Income tax (expense)/credit 29 {612) 319
Loss for the year {106,039) (282,458)

Attributable to:

Equity holders of the Company 16 (105,772) (282,812)
Minority interest {267) 354
Loss for the year (106,039) (282,458)

The notes on pages 14 to 69 are an integral part of these consolidated financial statements.




Gladedale Holdings Limited

Consolidated statement of recognised income and expense for the year ended 31 December 2008

Note 2008 2007
£'000 £000

Fair value gains and losses
Available-for-sale financial assets 10, 17 (4,334) {8,195)
Actuarial (Joss)/gain on post employment benefit obligations 21 (2,264) 2,736
Cash flow hedges 17 (25,192) (3,808)
;'E:Enzﬁ;ahcé 3fe g?ms and losses recognised directly in equity 1,975 412
Net expense recognised directly in equity (29,815) (8,955)
Loss for the year {106,039) {282,458)
Total recognised expense for the year {135,854) {291,413)

Attributable to:

Equity holders of the Company {(136,121) (291,767)
Minority interest (267) 354
(135,854) (291,413)

The notes on pages 14 to 69 are an integratl part of these consolidated financial statements.

There are no movements to be recognised through the parent Company statement of recognised income

and expense in 2008 or 2007.



Gladedale Holdings Limited

Consolidated balance sheet as at 31 December 2008

Note 2008 2007
£'000 £'000
ASSETS
Non-current assets
Property, plant and equipment 6 3,380 4,161
Investment property 7 5,411 4.410
Intangible assets 8 592 825
Investments in joint ventures 9 - 7,581
Deferred income tax assets 20 ' 806 634
Available-for-sale financial instruments 10 - 8,656
Derivative financial instruments 11 - 1,522
Equity share receivables 12 10,699 5,975
20,888 33,764
Current assets
Inventories 13 582,242 598,017
Trade and other receivables 12 116,466 131,658
Available-for-sale financial instruments 10 4,322 6,944
Current tax assets 1,521 -
Derivative financial instruments 11 - 631
Cash and cash equivalents 14 - -
704,551 738,250
TOTAL ASSETS 725,439 772,014
Equity
Capital and reserves attributable to equity holders of the
Company
Ordinary shares 15 50 50
Other reserves 17 {31,973) (7.727)
Retained earnings 16 (274,841) (167,148)
(306,764) (174,825)
Minority interest in equity 82 341

TOTAL EQUITY (306,682)  (174,484)




Gladedale Holdings Limited

Consaolidated balance sheet as at 31 December 2008 (continued)

2008 2007
Note £'000 £'000
LIABILITIES
Non current liabilities
Borrowings 19 - 120,828
Derivative and financial instruments 11 - 699
Retirement benefit obligations 21 1,964 622
Provisions for other liabilities and charges 22 1,900 1,900
Trade and other payables 18 3,900 21,512
7,764 145,561
Current liabilities
Trade and other payables 18 165,861 194,325
Current tax liabilities - 19,618
Derivative and financial instruments 11 21,484 -
Borrowings 19 837,012 586,994
1,024,357 800,937
TOTAL LIABILITIES 1,032,121 946,498
TOTAL EQUITY AND LIABILITIES 725,439 772,014

The notes on pages 14 to 69 are an integral part of these consclidated financial statements.

The financial statements on pages 8 to 69 were authorised for issue by the board of directors on 11

December 2009 and were signed on its b

—l

ehalf bz:

Tim Redburn Dominic Lavelle
Director Director

11



Gladedale Holdings Limited

Consolidated cash flow statement for the year ended 31 December 2008

Note 2008 2007
£'000 £'000
Cash flows from operating activities
Cash used in operations 31 {42,899) (8,886)
Interest paid {63,829) (39,687)
Income tax paid {(21,277) (3,570)
Net cash used in operating activities {128,005) (52,143)
Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired 34 - {186,981)
Disposal of subsidiary, net of cash disposed - 50,649
Investments in joint venture operations 9 (2,221} (2,167)
Purchases of property, plant and equipment (PPE) 6 (860) {1,523)
Proceeds from sale of PPE 31 207 233
Purchases of investment properties 7 (2,317) (2,052)
Proceeds from sale of investment properties 31 - 639
Purchases of intangible assets 8 - (936)
Purchases of available-for-sale financial assets 10 - (23,795)
Proceeds from sale of available-for-sale financial assets 31 799 -
Dividends received from joint ventures 9 3,200 700
Net cash used in investing activities {1,192) (165,233)
Cash flows from financing activities
Proceeds from borrowings 19 442 809 59,832
(Repayment)fincrease of interest rate swaps and vendor loan 19 (3,007) 29
notes
(Repayment)fincrease of finance |ease creditors 19 (316) 702
Funding received from minority interest 8 -
Dividends paid to Company's shareholders 30 - (9,000)
Net cash generated from financing activities 439,494 51,563

Net increasel/{decrease) in cash, cash equivalents and

bank overdrafts 310,297 (165,813)




Gladedale Holdings Limited

Consolidated cash flow statement for the year ended 31 December 2008 (continued)

2008
Note
£000
Net increasel/(decrease} in cash, cash equivalents and 310.297
bank overdrafts !
?::rh, cash equivalents and bank overdrafis at beginning of 14 (428,080)
Cash, cash equivalents and bank overdrafts at end of 14 (117,783)

year

2007
£000

(165,813)

(262,267)

(428,080)

The notes on pages 14 to 69 are an integral part of these consolidated financial statements.
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Gladedale Holdings Limited
Notes to the consolidated financial statements for the year ended 31 December 2008
General information

Gladedale Holdings Limited (‘the Company’) and its subsidiaries (together ‘the Group’) are principally
engaged in housebuilding, residential property development and investment. The Company is a private
company and is incorporated and domiciled in the UK. The address of its registered office is Ashley
House, Ashley Road, Epsom, Surrey KT18 5AZ.

Summary of significant accounting policies
Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union, International Financial Reporting
Interpretations Committee (IFRIC) interpretations effective at 31 December 2008, including the adoption
of IFRS 7, and the provisions of the Companies Act (1985) applicable to companies reporting under
IFRS.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Group’s accounting policies. The areas invoiving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the consolidated financial statements, are
disclosed in note 4 to the consolidated financial statements.

The principal accounting policies adopted in the preparation of the consolidated financial statements are
set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated. The financial statements have been prepared on the historical cost basis, except for
the revaluation of investment properties and those items held at fair value, as set out below.

Standards, Amendments and Interpretations Effective 2008 but not relevant

The following standards, amendments and interpretations to published standards are mandatory for
accounting periods beginning on or after 1 January 2008 but have no material impact on the Group’s
operations for the year ended 31 December 2008;

¢ IFRIC 12 - Service Concession Agreements, effective for annual periods beginning on or after
1 January 2008.

¢ IFRIC 14, IAS 19 - the limit on defined benefit asset, minimum funding requirements and their
interaction, effective for annual periods beginning on or after 1 January 2008,

Standards and Interpretations to existing Standards that are not yet effective and have not been adopted
early by the group

The following standards and interpretations to published standards are mandatory for the Group’s
accounting pericds beginning on or after 1 January 2008 or later periods but which the Group has not
adopted early:

+ IFRS 3 (Revised) — Business Combinations, effective for annual periods beginning on or after
1 July 2009.

+ |AS 27 - Consclidated and Separate Financial Statements, effective for annual periods
beginning on or after 1 July 2009.
IFRS 8 — Operating Segments, effective for annual periods beginning on or after 1 July 2008,
IFRS 2 (Amendment) — Share Based Payment Vesting Conditions and Cancellations, effective
for annual periods beginning on or after 1 January 2009.

s |AS 23 (Amendment) — Borrowing Costs, effective for annual perieds beginning on or after 1
January 2009.

Interpretations to existing standards that are not yet effective and nof relevant to the operations of the
group

s |IFRIC 13 - Customer Loyalty Programmes, effective for annual periods beginning on or after 1
July 2008.

14




Gladedale Holdings Limited

Notes to the consolidated financial statements for the year ended 31 December 2008 (continued)
Summary of significant accounting policies (continued)

Going concern

On 1 September 2009, as part of a Group-wide restructuring exercise, the Company and its subsidiaries
were acquired by Terret Residential Limited, a wholly owned subsidiary of Terret Group Limited. Arising
from this change of ownership, new committed bank term loan and working capital facilities have been
made available by the Group's principal lender and the Company has undertaken a debt for equity
capitalisation, details of which appear in note 36 to the consolidated financial statements. As a
consequence, the directors consider that it is appropriate to prepare the accounts on a going concern
basis.

Basis of consolidation

The consolidated financial statements incorporate the results of the Company and its subsidiaries for the
year ended 31 December 2008. Subsidiaries are entities controlled by the Group where control is
deemed to exist when the Group has the power, directly or indirectly, to govern the financial and
operating policies of an entity so as to obtain benefit from its activities. The results of subsidiaries are
included in the consolidated financial statements from the date the control commences until the date that
control ceases.

Intercompany transactions and balances between Group companies are eliminated in full.
Segment reporting

Cperating segments are reported in a manner consistent with the internal reporting provided to the board
of directors, which has been designated to be the chief operating decision-maker.

Business combinations

All business acquisitions are accounted for by applying the purchase method. In the consolidated
balance sheet, the acquiree's identifiable assets, liabilties and contingent liabilities are initially
recognised at their fair values at the acquisition date.

Goodwill

Goodwill represents the excess of the cost of a business combination over the fair value of identifiable
assets, liabilities and contingent liabilities acquired. Cost comprises the fair values of assets given,
liabilities assumed and equity instruments issued, plus any direct costs of acquisition. Where the fair
value of identifiable assets, liabilities and contingent liabilities exceed the fair value of consideration paid,
the excess is credited in full to the income statement.

Goodwill arising on acquisitions after 1 February 1998 and prior to 1 January 2005, the Group's transition
date to IFRS, was capitalised and amortised over its estimate useful life. As a result of the transition to
IFRS, such amaortisation ceased on the transition date.

Impairment

Impairment tests on goodwill are undertaken annually on 31 December, or when there are indications
that the carrying value may not be recoverable. Goodwill is allocated to cash generating units for the
purpose of impairment testing. Where the carrying value of an asset exceeds its recoverable amount,
the asset is written down accordingly. The recoverable amount is the greater of the asset's net selling
price and value in use, where value in use is based on the present value of the estimate future cash
flows arising from the asset.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is
carried out on the asset's cash-generating unit (i.e. the smallest group of assets to which the asset
belongs for which there are separately identifiable cash flows). Goodwill is aliocated on initial recognition
to each of the Group's cash-generating units that are expected to benefit from the synergies of the
combination giving rise to the goodwill.

15



Gladedale Holdings Limited

Notes to the consolidated financial statements for the year ended 31 December 2008 (continued)
Summary of significant accounting policies (continued)

Impairment {continued)

Impairment charges are included in the administrative expenses line item in the income statement,
except to the extent that they reverse gains previously recognised in the statement of recognised income
and expense.

Joint ventures

A joint venture is a contractual arrangement, which involves the establishment of a separate entity in
which each joint venture party has an interest, whereby two or more parties undertake an economic
activity which is subject to joint control.

Jointly controlled entities are included in the financial statements using the equity method of accounting.
Such joint ventures are initially recognised in the consclidated balance sheet at cost. The Group’s share
of post-acquisition profit after tax is shown separately on the face of the consolidated income statement
and its share of net assets is included in non-current assets in the balance sheet as an investment.
Where relevant, losses in excess of the Group's investment are not recognised unless there is an
obligation to make good those losses.

Profits and losses arising on transactions between the Group and jointly controlled entities are
recognised only to the extent of the unrelated investor's interests in the entity. The investor's share in
the jointly controlled entity's profits and losses resulting from these transactions is eliminated against the
carrying value of the jointly controlled entity.

Goodwill is calculated as any premium paid for a jointly controlled entity above the fair value of the
Group’s share of the identifiable assets, liabilities and contingent liabilities acquired, and is capitalised
and included in the carrying amount of the jointly controlled entity and is subject to impairment testing in
the same way as goodwill arising on a business combinaticon.

Transactions with minority interest

The Group applies a policy of treating transactions with minocrity interests as transactions with parties
external to the Group. Disposals to minority interests result in gains and losses for the Group that are
recorded in the income statement. Purchases from minority interests result in goodwill, being the
difference between any consideration paid and the relevant share acquired of the carrying value of net
assets of the subsidiary.

Revenue

Revenue is stated net of value added tax and intra-group transactions and is recognised when the
significant risks and rewards of ownership have been transferred to a third party. Further detail is
provided as follows:

Sales of residential property

Revenue on the sale of residential property is recognised when the contract has legally completed.

Sales of land and commercial property

Income is recognised on land sales when contracts are exchanged and all conditions of the contract
have been met. Income is recognised on sales of commercial property on unconditional exchange of
contract.

Cash incentives

Cash invectives are considered to be a discount from the purchase price offered to the acquirer and are
therefore accounted for as a reduction to revenue.
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