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Taylor Wimpey plc

Financial Statements 

INDEPENDENT AUDITOR’S REPORT 
 

Opinion on financial statements of Taylor Wimpey plc 

In our opinion:  

the financial statements give a true and fair view of the state of the 
Group’s and of the Parent Company’s affairs as at 31 December 2016 
and of the Group’s profit for the year then ended; 

the Group financial statements have been properly prepared in 
accordance with International Financial Reporting Standards (IFRS)  
as adopted by the European Union; 

the Parent Company financial statements have been properly prepared 
in accordance with United Kingdom Generally Accepted Accounting 
Practice, including FRS 101 ‘Reduced Disclosure Framework’; and 

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

The financial statements comprise: 

the Consolidated Income Statement; 

the Consolidated Statement of Comprehensive Income; 

the Consolidated and Parent Company Balance Sheets; 

the Consolidated and Parent Company Statement of Changes  
in Equity; 

the Consolidated Cash Flow Statement; and  

notes 1 to 31 relating to the Consolidated financial statements and  
1 to 15 relating to the Parent Company financial statements.  

The financial reporting framework that has been applied in the preparation 
of the Group Financial Statements is applicable law and IFRS as adopted 
by the European Union. The financial reporting framework that has been 
applied in the preparation of the Parent Company Financial Statements is 
applicable law and United Kingdom Accounting Standards (United 
Kingdom Generally Accepted Accounting Practice), including FRS 101 
‘Reduced Disclosure Framework’. 

Summary of our audit approach 

The key risks that we identified in the current year were inventory costing 
and margin recognition, the net realisable value of inventory, and defined 
benefit pension scheme accounting. 

The materiality that we used in the current year was £36.0 million which 
was determined on the basis of pre-tax profit for the year, excluding 
exceptional items. 

Based on our scoping assessment, our group audit has been primarily 
focused on the UK Housing division (excluding joint ventures), with our 
Spanish component auditors reporting to us on the risk in relation to the 
net realisable value of the inventory located in Spain. 

Further details of how materiality was calculated and how we determine  
the scoping of the audit is provided below. 

Going concern and the Directors’ assessment of the principal 

risks that would threaten the solvency or liquidity of the Group 

As required by the Listing Rules we have reviewed the Directors’ 
statement regarding the appropriateness of the going concern basis of 
accounting contained within Note 1 to the financial statements and the 
Directors’ statement on the longer term viability of the Group contained 
within the Risk Section on page 47.  

We are required to state whether we have anything material to add or 
draw attention to in relation to: 

the Directors’ confirmation on pages 47 and 77 that they have carried 
out a robust assessment of the principal risks facing the Group, 
including those that would threaten its business model, future 
performance, solvency or liquidity;  

the disclosures on pages 42 to 47 that describe those risks and explain 
how they are being managed or mitigated; 

the Directors’ statement in Note 1 to the financial statements about 
whether they considered it appropriate to adopt the going concern 
basis of accounting in preparing them and their identification of any 
material uncertainties to the Group’s ability to continue to do so over  
a period of at least twelve months from the date of approval of the 
financial statements; and 

the Directors’ explanation on page 47 as to how they have assessed  
the prospects of the Group, over what period they have done so and 
why they consider that period to be appropriate, and their statement  
as to whether they have a reasonable expectation that the Group will  
be able to continue in operation and meet its liabilities as they fall due 
over the period of their assessment, including any related disclosures 
drawing attention to any necessary qualifications or assumptions. 

We confirm that we have nothing material to add or draw attention to  
in respect of these matters. 

We agreed with the Directors’ adoption of the going concern basis  
of accounting and we did not identify any such material uncertainties. 
However, because not all future events or conditions can be predicted,  
this statement is not a guarantee as to the Group’s ability to continue as  
a going concern. 

Independence 

We are required to comply with the Financial Reporting Council’s Ethical 
Standards for Auditors and we confirm that we are independent of the 
Group and we have fulfilled our other ethical responsibilities in accordance 
with those standards. We also confirm we have not provided any of the 
prohibited non-audit services referred to in those standards.  

Our assessment of risks of material misstatement 

The assessed risks of material misstatement described below are those 
that had the greatest effect on our audit strategy, the allocation of 
resources in the audit and directing the efforts of the engagement team. 
These risks remain consistent with the prior period, with the exception of 
revenue recognition which has been excluded in the current period 
following our reassessment of the areas which significantly influence the 
allocation of resources in our audit. For the risks reported, we have further 
refined the significant judgements and related procedures performed in the 
current year. 

As part of our audit of the Group, in addition to substantive tests, we also 
evaluate the design and implementation of internal controls over financial 
reporting in each of the risk areas.  
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Risk  How the scope of our audit responded to the risk 

Inventory Costing 

Refer to page 77 (Audit Committee Report) page 114 (Critical accounting 
judgements and key sources of estimation uncertainty) and page 125 
(Financial statements disclosures). 

The value for inventory as at 31 December 2016 is £3,984.0 million (2015: 
£3,891.2 million) and as such is the most significant value on the Balance 
Sheet (page 108). Inventory comprises land and work in progress (WIP); 
WIP is made up of the construction cost of developing a site, and is 
transferred to cost of sales as each legal completion takes place. 

The Group’s cost allocation framework determines the profit forecasted 
for each site, and acts as a method of allocating land and build cost of 
a development to each individual plot. This cost allocation framework 
drives the recognition of costs as each plot is sold. We consider the 
appropriate margin recognition across the life of the site to be an area 
of significant risk. 

There is significant judgement in: 

estimating the selling price and build costs included within the initial  
site budget. This is due to the inherent judgement relating to external 
factors such as future selling prices, the availability of mortgages and 
build cost inflation; 

appropriately allocating costs such as shared infrastructure costs so 
that the gross profit margin (in % terms) achieved on each individual 
plot is equal; and 

recording the cost when deviation from the initial budget occurs  
and ensuring they are appropriately spread across the remainder  
of the development. 

These judgements impact the carrying value of inventory in the balance 
sheet and therefore the profit recognised on each plot sold. 

 We tested a sample of sites as part of our visits to the Group’s business 
units. As part of these visits we tested the operating effectiveness of 
controls in relation to: 

the preparation and approval of site budgets; 

the regular review meetings where Management reviews actual costs 
against detailed site budgets; and 

the approval of journal transfers to allocate costs across sites or phases 
of a site’s development. 

We have also performed substantive testing as noted below: 

For a sample of sites we have analysed completions in the period and 
compared the achieved margin to the initial equalised margin determined 
at the date of setting the site budget. Where differences fell outside of an 
acceptable threshold, we performed corroborative inquiries with 
Management and obtained evidence supporting the variance. 

Through the use of IT interrogation techniques, we have analysed journal 
postings being made to the inventory balances to highlight any items 
which potentially should have been recorded as an expense. Additionally, 
we have tested WIP additions to the inventory balance to determine 
whether the costs have been appropriately capitalised, by tracing these 
through to supporting invoices. 

We have analysed cost per square foot of plots sold at a regional business 
unit level for the current year and compared this to cost per square foot in 
previous years, to analyse for any unusual trends which require 
corroboration from Management. 

We have also performed a review of sites where the initial site budget was 
created a number of years ago. Given the age of these sites, we held 
inquiries with Management where additional costs have not been 
recognised, or where savings are assumed.  

For a sample of sites tested, we have reviewed the total excesses and 
savings balance identified for each given site, and through recalculation  
of the expected income statement impact (based on the number of legal 
completions in the year), we have determined that the excesses and 
savings have been appropriately allocated and recognised.  

Net realisable value of inventory 

Refer to page 77 (Audit Committee report), page 114 (Critical accounting 
judgements and key sources of estimation uncertainty) and page 125 
(Financial statements disclosures). 

At the balance sheet date the Group held gross inventory of £285.3 million 
(2015: £343.6 million), which had associated impairments of £147.0 million 
(2015: £167.7 million). During the year the Group recorded a net 
exceptional expense of £0.5 million (2015: net exceptional expense of  
£0.6 million) due to developments in the year relating to site specific 
factors. The net addition in the inventory provision has been recognised  
as an exceptional item.  

The carrying value of inventory at the lower of cost and net realisable  
value (NRV) is dependent on key judgements and estimates that are made 
by Management. The cyclical nature of the industry, combined with the 
inherent judgements involved in forecasting increases the risk of estimation 
error. Such judgements and estimates include: 

an estimation of expected sales prices, which are based on recent 
sales prices achieved; 

an estimation of costs to complete; 

the outcome of applications for planning consent; and 

the consideration of other site-specific factors.  

Changes to these assumptions could result in a material change in the 
carrying value of inventory and the associated movements recorded in the 
income statement. We assess the sites forecasting or achieving lower 
margins to be the most susceptible to impairment, as minor changes in 
the estimates above could impact the provision required. 

 

Management has conducted a detailed exercise in assessing the carrying 
value of inventory. This exercise is undertaken by each regional business 
unit and then subject to review and challenge by Head Office Management. 
We assess the process by which Management estimates the level of any 
provision that is required and the inputs that form part of this. 

We tested the inventory NRV model and critically assessed the judgements 
that had been made. This included: 

checking the arithmetic accuracy of the calculations within the model 
and identifying any anomalies;  

performing a sensitivity analysis on the key judgements relating to the 
future expected sales price and costs to complete; 

assessing the estimated sales prices used by Management by testing 
the historical sales prices that have been achieved; 

testing a sample of inputs into the Management prepared model by 
reference to internal site specific information such as the costs incurred 
to date and the estimation of costs required to complete the sites; 

obtaining evidence to support the current status of a sample of sites, 
including agreeing to planning consent and assessing whether the site 
specific developments are reflected in the valuation;  

for sites where there has been a release or write-back we have obtained 
the specific calculation prepared by Management, corroborated the 
specific developments at the site that led to the release/write-back and 
recalculated the value that should have been recorded as income; and 

we engage with internal specialists who are quantity surveyors to assess 
the costs to complete included within a sample of models and whether, 
based on this specialist’s opinion, the assumptions used by 
Management are reasonable. 

We have considered the adequacy of the Group’s disclosures regarding the 
carrying value of land, work in progress and the write-off to inventory. 
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INDEPENDENT AUDITOR’S REPORT CONTINUED 

Risk  How the scope of our audit responded to the risk 

Defined benefit pension scheme accounting  

Refer to page 77 (Audit Committee report), page 114 (Critical accounting 
judgements and key sources of estimation uncertainty) and page 131 
(Financial statements disclosures). 

The total value of the defined benefit pension scheme at the balance sheet 
date is a liability of £232.7 million (2015: £177.1 million) and the liabilities 
specifically are valued at £2,368.8 million (2015: £2,066.2 million). 

Accounting for a defined benefit pension scheme and the value of liabilities 
is dependent on significant assumptions, including an assessment of the 
discount rate, price inflation and key demographic figures including life 
expectancy and mortality rates. A change in any of these assumptions 
could cause a material change in the value of the liabilities overall and the 
net pension position on the Group’s balance sheet. 

These accounting judgements are inherently complex, require a high level 
of Management judgement and specialist actuarial input.  

We assessed the competence and objectivity of the qualified actuary 
engaged by the Group to value the scheme’s defined benefits pension 
position under IAS 19 ‘Employee benefits’. 

We engaged our internal actuarial specialists to assess the 
appropriateness of the methodology and assumptions used to account  
for the defined benefit scheme. This included comparison of key data  
with market benchmarks and to challenge the methodology used by the 
scheme actuary. We considered whether each of the key assumptions 
was reasonable in isolation and collectively in determining the pension 
liability at the balance sheet date. Furthermore, we have performed a 
sensitivity analysis on the key assumptions determined by the Directors. 

We performed procedures to assess the underlying data provided to the 
actuary in determining the underlying value of the liabilities. This includes an 
assessment of the membership data provided. 

 

The description of the risks above should be read in conjunction with the significant issues considered by the Audit Committee discussed on  
page 77. 

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters.

Our application of materiality 

We define materiality as the magnitude of misstatement in the financial 
statements that makes it probable that the economic decisions of a 
reasonably knowledgeable person would be changed or influenced.  
We use materiality both in planning the scope of our audit work and in 
evaluating the results of our work. 

Based on our professional judgement, we determined materiality for the 
Group to be £36.0 million (2015: £29.0 million), which is calculated based 
on 5% (2015: 5%) of pre-tax profit for the year, excluding exceptional 
items, of £733.4 million (2015: £603.8 million) as described on page 106. 
The increase in materiality is directly attributable to the increased underlying 
pre-tax profit for the Group. Pre-tax profit, excluding exceptional items, has 
been chosen for the basis for materiality as this is the measure by which 
stakeholders and the market assess the wider performance of the entity. 
The exceptional items are excluded as they do not represent part of the 
underlying trading performance of the business. 

We use performance materiality to detect misstatements at a lower level  
of precision; for the current year this is set at £25.2 million (2015: £20.3 
million). This is lower than materiality and is used to determine the size of 
the samples that are selected for audit work and in forming the conclusions 
that we make during the course of our procedures.  

We agreed with the Audit Committee that we would report to the 
Committee all audit differences in excess of £1.00 million (2015: £0.58 
million), as well as differences below that threshold that, in our view, 
warranted reporting on qualitative grounds. This increase in threshold is the 
result of an increase in the Group’s profit before tax during the year. We 
also report to the Audit Committee on disclosure matters that we identified 
when assessing the overall presentation of the financial statements. 

An overview of the scope of our audit  

Our Group audit was scoped by obtaining an understanding of the  
Group and its environment, including Group-wide controls, and assessing 
the risks of material misstatements at the Group level. Based on that 
assessment, we focused our Group audit scope primarily on the UK 
Housing division (excluding joint ventures) which represents the principal 
segment within the Group and accounts for 98% (2015: 98%) of  
the Group’s net operating assets, 97% (2015: 98%) of the Group’s 
revenue and 98% (2015: 98%) of the Group’s pre-tax profit before 
exceptional expense. 

We audit all of the Group’s UK subsidiaries, which are subject to audit  
at a statutory materiality level, which in most cases is substantially lower 
than Group materiality. This is performed subsequent to the audit of the 
Group accounts. 

For the Spanish operations, component auditors report to us on the risk  
in relation to the net realisable value of the inventory located in Spain. This 
was based on our assessment of the risks of material misstatement and of 
the materiality of the Group’s operations within Spain. 

For joint ventures, specified audit procedures are conducted by the UK 
team. This is based on our assessment of risk within these entities.  

At the parent entity level we also tested the consolidation process and 
carried out analytical procedures to confirm our conclusion that there were 
no significant risks of material misstatement of the aggregated financial 
information of the remaining components not subject to audit or audit of 
specified account balances. 
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An overview of the scope of our audit continued 

The audit is performed centrally and includes all of the 24 regional business 
units within the Group’s UK Housing segment. We choose to visit a sample 
of these business units selected on a rotational basis and with reference to 
size and complexity among other factors. The purpose of these visits is to 
conduct procedures over selected controls that are in place at each 
Business Unit and also to perform substantive testing of certain balances. 
In the current year we performed regional visits to four locations (2015: 
five). In addition we also visit other Business Units throughout the entity 
which are chosen on a random basis. During these visits we assess the 
commonality of the controls in line with the Group-wide controls identified, 
as well as performing substantive testing. This was performed at five 
locations (2015: four). 

Opinion on other matters prescribed by the Companies Act 

2006 

In our opinion, based on the work undertaken in the course of the audit: 

the part of the Directors’ Remuneration Report to be audited has been 
properly prepared in accordance with the Companies Act 2006;  

the information given in the Strategic Report and the Directors’ Report 
for the financial year for which the financial statements are prepared is 
consistent with the financial statements; and 

the Strategic Report and the Directors’ Report have been prepared in 
accordance with applicable legal requirements. 

In light of the knowledge and understanding of the Company and its 
environment obtained in the course of the audit, we have not identified any 
material misstatements in the Strategic Report and the Directors’ Report. 

Matters on which we are required to report by exception  

Adequacy of explanations received and accounting records  

Under the Companies Act 2006 we are required to report to you if, in our 
opinion: 

we have not received all the information and explanations we require for 
our audit; or  

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

the Parent Company financial statements are not in agreement with the 
accounting records and returns. 

We have nothing to report in respect of these matters. 

Directors’ remuneration 

Under the Companies Act 2006 we are also required to report if in our 
opinion certain disclosures of Directors’ remuneration have not been made 
or the part of the Directors’ Remuneration Report to be audited is not in 
agreement with the accounting records and returns. We have nothing to 
report arising from these matters. 

Corporate Governance Statement 

Under the Listing Rules we are also required to review the part of the 
Corporate Governance Statement relating to the Company’s compliance 
with certain provisions of the UK Corporate Governance Code. We have 
nothing to report arising from our review. 

Our duty to read other information in the Annual Report 

Under International Standards on Auditing (UK and Ireland), we are required 
to report to you if, in our opinion, information in the Annual Report is: 

materially inconsistent with the information in the audited financial 
statements; or 

apparently materially incorrect based on, or materially inconsistent with, 
our knowledge of the Group acquired in the course of performing our 
audit; or 

otherwise misleading. 

In particular, we are required to consider whether we have identified any 
inconsistencies between our knowledge acquired during the audit and the 
Directors’ statement that they consider the Annual Report is fair, balanced 
and understandable and whether the Annual Report appropriately 
discloses those matters that we communicated to the Audit Committee 
which we consider should have been disclosed. We confirm that we have 
not identified any such inconsistencies or misleading statements. 

Respective responsibilities of Directors and auditor 

As explained more fully in the Directors’ Responsibilities Statement, the 
Directors are responsible for the preparation of the financial statements and 
for being satisfied that they give a true and fair view. Our responsibility is to 
audit and express an opinion on the financial statements in accordance 
with applicable law and International Standards on Auditing (UK and 
Ireland). We also comply with International Standard on Quality Control 1 
(UK and Ireland). Our audit methodology and tools aim to ensure that our 
quality control procedures are effective, understood and applied. Our 
quality controls and systems include our dedicated professional standards 
review team and independent partner reviews. 

This report is made solely to the Company’s members, as a body, in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our 
audit work has been undertaken so that we might state to the Company’s 
members those matters we are required to state to them in an auditor’s 
report and for no other purpose. To the fullest extent permitted by law, we 
do not accept or assume responsibility to anyone other than the Company 
and the Company’s members as a body, for our audit work, for this report, 
or for the opinions we have formed. 

Scope of the audit of the financial statements 

An audit involves obtaining evidence about the amounts and disclosures  
in the financial statements sufficient to give reasonable assurance that the 
financial statements are free from material misstatement, whether caused 
by fraud or error. This includes an assessment of: whether the accounting 
policies are appropriate to the Group’s and the Parent Company’s 
circumstances and have been consistently applied and adequately 
disclosed; the reasonableness of significant accounting estimates made by 
the Directors; and the overall presentation of the financial statements. In 
addition, we read all the financial and non-financial information in the 
Annual Report to identify material inconsistencies with the audited financial 
statements and to identify any information that is apparently materially 
incorrect based on, or materially inconsistent with, the knowledge acquired 
by us in the course of performing the audit. If we become aware of any 
apparent material misstatements or inconsistencies we consider the 
implications for our report. 
 

 

 

EDWARD HANSON (SENIOR STATUTORY AUDITOR) 

for and on behalf of Deloitte LLP Chartered Accountants and Statutory 

Auditor, London, United Kingdom  

27 February 2017
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CONSOLIDATED INCOME STATEMENT 
for the year to 31 December 2016 

£ million Note

Before 
exceptional 

items 
2016

Exceptional 
items 
2016 

(Note 6, 

9 and 15)
Total  
2016 

Before 
exceptional 

items  
2015 

Exceptional 
items 
2015 

(Note 6, 

9 and 15)
Total 
2015

Continuing operations   

Revenue  4 3,676.2 – 3,676.2 3,139.8 – 3,139.8

Cost of sales  (2,735.8) (0.5) (2,736.3) (2,351.8) (0.6) (2,352.4)

 Gross profit before positive contribution 927.3 (0.5) 926.8 779.1 (0.6) 778.5

 Positive contribution from written down inventory 13.1 – 13.1 8.9 – 8.9

Gross profit 940.4 (0.5) 939.9 788.0 (0.6) 787.4

Net operating expenses  6 (177.3) – (177.3) (155.9) – (155.9)

Profit on ordinary activities before finance costs  763.1 (0.5) 762.6 632.1 (0.6) 631.5

Interest receivable  8 0.7 – 0.7 0.7 – 0.7

Finance costs  8 (31.6) – (31.6) (33.9) – (33.9)

Share of results of joint ventures  13 1.2 – 1.2 4.9 – 4.9

Profit on ordinary activities before taxation  733.4 (0.5) 732.9 603.8 (0.6) 603.2

Taxation (charge)/credit 9 (143.7) 0.1 (143.6) (121.5) 8.1 (113.4)

Profit for the year 589.7 (0.4) 589.3 482.3 7.5 489.8

   

Attributable to:   

Equity holders of the parent  589.3  490.1

Non-controlling interests  –  (0.3)

 589.3  489.8

   

 

 Note 2016  2015

Basic earnings per share 10 18.1p  15.1p

Diluted earnings per share 10 17.9p  14.9p

Adjusted basic earnings per share 10 18.1p  14.9p

Adjusted diluted earnings per share 10 18.0p  14.7p
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
for the year to 31 December 2016 

 

£ million Note 2016 2015

Items that may be reclassified subsequently to profit or loss:  

Exchange differences on translation of foreign operations  24 6.3 (1.5)

Movement in fair value of hedging derivatives and loans 24 (5.0) 1.5

Items that will not be reclassified subsequently to profit or loss:  

Actuarial loss on defined benefit pension schemes  20 (69.3) (8.6)

Tax credit/(charge) on items taken directly to other comprehensive income 14 10.7 (0.7)

Other comprehensive expense for the year net of tax  (57.3) (9.3)

Profit for the year   589.3 489.8

Total comprehensive income for the year   532.0 480.5

  

Attributable to:  

Equity holders of the parent   532.0 480.8

Non-controlling interests   – (0.3)

  532.0 480.5
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CONSOLIDATED BALANCE SHEET 
at 31 December 2016 

£ million Note 2016 2015

Non-current assets  

Intangible assets  11 3.5 2.7

Property, plant and equipment  12 21.0 20.0

Interests in joint ventures  13 50.3 27.1

Trade and other receivables  16 87.2 95.4

Deferred tax assets  14 57.4 55.7

  219.4 200.9

Current assets  

Inventories  15 3,984.0 3,891.2

Trade and other receivables  16 91.4 114.0

Tax receivables   0.2 1.7

Cash and cash equivalents  16 450.2 323.3

  4,525.8 4,330.2

Total assets   4,745.2 4,531.1

Current liabilities  

Trade and other payables  18 (988.1) (1,093.4)

Tax payables   (61.6) –

Provisions  21 (28.0) (31.1)

  (1,077.7) (1,124.5)

Net current assets   3,448.1 3,205.7

Non-current liabilities  

Trade and other payables  18 (442.5) (402.0)

Bank and other loans  17 (85.5) (100.0)

Retirement benefit obligations 20 (234.1) (178.4)

Provisions  21 (5.1) (2.9)

  (767.2) (683.3)

Total liabilities   (1,844.9) (1,807.8)

  

Net assets   2,900.3 2,723.3

Equity  

Share capital  22 288.4 288.3

Share premium account  23 762.9 762.9

Own shares  25 (12.2) (3.2)

Other reserves  24 43.2 41.9

Retained earnings  24 1,817.3 1,632.7

Equity attributable to parent   2,899.6 2,722.6

Non-controlling interests   0.7 0.7

Total equity   2,900.3 2,723.3

The financial statements of Taylor Wimpey plc (registered number: 296805) were approved by the Board of Directors and authorised for issue on  
27 February 2017. They were signed on its behalf by:  

  

P REDFERN  

Director 

R MANGOLD 

Director 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
for the year to 31 December 2016 

 

For the year to 31 December 2016 

£ million 
Share 

capital
Share 

premium
Own  

shares 
Other 

reserves 
Retained 
earnings Total

Balance as at 1 January 2016 288.3 762.9 (3.2) 41.9 1,632.7 2,722.6

Exchange differences on translation of foreign operations – – – 6.3 – 6.3

Movement in fair value of hedging derivatives and loans – – – (5.0) – (5.0)

Actuarial loss on defined benefit pension schemes  – – – – (69.3) (69.3)

Tax credit on items taken directly to other comprehensive income – – – – 10.7 10.7

Other comprehensive income/(expense) for the year net of tax – – – 1.3 (58.6) (57.3)

Profit for the year – – – – 589.3 589.3

Total comprehensive income for the year – – – 1.3 530.7 532.0

New share capital subscribed 0.1 – – – – 0.1

Own shares acquired – – (10.6) – – (10.6)

Utilisation of own shares – – 1.6 – – 1.6

Cash cost of satisfying share options  – – – – 0.7 0.7

Share-based payment credit – – – – 9.8 9.8

Tax charge on items taken directly to statement of changes in equity  – – – – (0.7) (0.7)

Dividends approved and paid – – – – (355.9) (355.9)

Equity attributable to parent 288.4 762.9 (12.2) 43.2 1,817.3 2,899.6

Non-controlling interests   0.7

Total equity   2,900.3

 

For the year to 31 December 2015 

£ million 
Share 
capital

Share 
premium

Own  
shares 

Other 
reserves 

Retained 
earnings Total

Balance as at 1 January 2015 288.3 762.9 (10.8) 41.9 1,451.9 2,534.2

Exchange differences on translation of foreign operations – – – (1.5) – (1.5)

Movement in fair value of hedging derivatives and loans – – – 1.5 – 1.5

Actuarial loss on defined benefit pension schemes  – – – – (8.6) (8.6)

Tax charge on items taken directly to other comprehensive income – – – – (0.7) (0.7)

Other comprehensive expense for the year net of tax – – – – (9.3) (9.3)

Profit for the year – – – – 490.1 490.1

Total comprehensive income for the year – – – – 480.8 480.8

New share capital subscribed – – – – – –

Own shares acquired – – (2.0) – – (2.0)

Utilisation of own shares – – 9.6 – – 9.6

Cash cost of satisfying share options  – – – – (7.2) (7.2)

Share-based payment credit – – – – 7.3 7.3

Tax credit on items taken directly to statement of changes in equity  – – – – 8.3 8.3

Dividends approved and paid – – – – (308.4) (308.4)

Equity attributable to parent 288.3 762.9 (3.2) 41.9 1,632.7 2,722.6

Non-controlling interests   0.7

Total equity   2,723.3
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for the year to 31 December 2016 

 

£ million Note 2016 2015

Net cash from operating activities  26 537.7 406.9

Investing activities  

Interest received   0.7 0.6

Dividends received from joint ventures   – 0.8

Proceeds on disposal of property, plant and equipment   0.3 0.7

Purchases of property, plant and equipment 12 (3.1) (5.6)

Purchases of software 11 (2.0) (1.5)

Amounts (invested in)/repaid by joint ventures   (22.0) 15.6

Net cash (used in)/generated from investing activities   (26.1) 10.6

Financing activities  

Repayment of bank loans  (100.0) –

Proceeds from other loans  83.0 –

Proceeds from sale of own shares   0.1 –

Cash received on exercise of share options   2.3 2.4

Purchase of own shares  (10.6) (2.0)

Dividends paid   (355.9) (308.4)

Net cash used in financing activities   (381.1) (308.0)

Net increase in cash and cash equivalents   130.5 109.5

Cash and cash equivalents at beginning of year   323.3 212.8

Effect of foreign exchange rate changes   (3.6) 1.0

Cash and cash equivalents at end of year  26 450.2 323.3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
 

1. Significant accounting policies 

Basis of preparation 

The consolidated financial statements have been prepared on a going 
concern basis and under the historical cost convention except as 
otherwise stated below. 

The principal accounting policies adopted, which have been applied 
consistently, except as otherwise stated, are set out below. 

Going concern 

The Group has prepared forecasts, including certain sensitivities taking into 
account the principal risks identified on pages 42 to 47. Having considered 
these forecasts, the Directors remain of the view that the Group’s financing 
arrangements and capital structure provide both the necessary facilities 
and covenant headroom to enable the Group to conduct its business for  
at least the next 12 months. 

Accordingly, the consolidated financial statements have been prepared  
on a going concern basis. 

Basis of accounting 

The consolidated financial statements have been prepared in accordance 
with International Financial Reporting Standards (IFRS). The financial 
statements have also been prepared in accordance with IFRS as endorsed 
by the European Union and therefore the Group financial statements 
comply with Article 4 of the EU IAS Regulation. 

Basis of consolidation 

The consolidated financial statements incorporate the financial statements 
of the Company and entities controlled by the Company (its subsidiaries) 
made up to 31 December each year. Control is achieved where the 
Company has the power to direct the relevant activities of an investee 
entity and obtain variable returns from its activities. The existence and 
effect of potential voting rights that are currently exercisable or convertible 
are considered when assessing whether the Group controls another entity. 

On acquisition, the assets and liabilities and contingent liabilities of a 
subsidiary are measured at their fair value at the date of acquisition. Any 
excess of the cost of acquisition over the fair value of the identifiable net 
assets acquired is recognised as goodwill. Any deficiency of the cost of 
acquisition below the fair value of the identifiable net assets acquired (i.e. 
discount on acquisition) is credited to the income statement in the period  
of acquisition. The interest of non-controlling shareholders is stated at the 
non-controlling interest’s proportion of the fair value of the assets and 
liabilities recognised. Subsequently, all comprehensive income is attributed 
to the owners and the non-controlling interests, which may result in the 
non-controlling interest having a debit balance.  

The results of subsidiaries acquired or disposed of during the year are 
included in the consolidated income statement from the effective date  
of acquisition or up to the effective date of disposal, as appropriate.  
Where a subsidiary is disposed of which constituted a major line of 
business, it is disclosed as a discontinued operation. Where necessary, 
adjustments are made to the financial statements of subsidiaries to bring 
the accounting policies used into line with those used by the Group. All 
intra-Group transactions, balances, income and expenses are eliminated  
on consolidation. 

Joint ventures 

Undertakings are deemed to be a joint venture when the Group has joint 
control of the rights and assets of the undertaking via either voting rights or 
a formal agreement which includes that unanimous consent is required for 
strategic, financial and operating decisions. Joint ventures are consolidated 
under the equity accounting method. On transfer of land and/or work in 
progress to joint ventures, the Group recognises only its share of any 
profits or losses.  

Joint operations arise where the Group has joint control of an operation, 
but has rights to only its own assets and obligations related to the 
operation. These assets and obligations, and the Group’s share of 
revenues and costs, are included in the Group’s results. 

Joint ventures and joint operations are entered into to develop specific 
sites. Each arrangement is site or project specific and once the 
development or project is complete the arrangement is wound down.  

Segmental reporting 

The Group operates in two countries, being the United Kingdom and Spain. 

The United Kingdom is split into three geographical operating segments, 
each managed by a Divisional Chairman who sit on the Group 
Management Team. In addition there is an operating segment covering  
the Corporate functions, Major Developments and Strategic Land. 

As such the segmental reporting for 2016 is: 

Housing United Kingdom: 

North 

Central and South West 

London and South East (including Central London) 

Corporate 

Housing Spain 

Revenue 

Revenue comprises the fair value of the consideration received or 
receivable, net of value added tax, rebates and discounts and after 
eliminating sales within the Group. Revenue and profit are recognised  
as follows: 

(a) Private housing development properties and land sales  

Revenue is recognised in the income statement when the significant risks 
and rewards of ownership have been transferred to the purchaser. 
Revenue in respect of the sale of residential properties is recognised  
at the fair value of the consideration received or receivable on  
legal completion. 

(b) Part exchange 

In certain instances, property may be accepted in part consideration for a 
sale of a residential property. The fair value is established by independent 
surveyors, reduced for costs to sell. Net proceeds generated from the 
subsequent sale of part exchange properties are recorded as a reduction 
to cost of sales. The original sale is recorded in the normal way, with the 
fair value of the exchanged property replacing cash receipts. 

(c)  Cash incentives 

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

(d) Contracting work and partnership housing contracts  

Where the outcome of a long term contract can be estimated reliably, 
revenue and costs are recognised by reference to the stage of completion 
of the contract activity at the balance sheet date. This is normally 
measured by surveys of work performed to date. Variations in contract 
work, claims and incentive payments are included to the extent that it is 
probable that they will result in revenue and they are capable of being 
reliably measured. 

Where the outcome of a long term contract cannot be estimated reliably, 
contract revenue that is probable will be recovered is recognised to the 
extent of contract costs incurred. Contract costs are recognised as 
expenses in the period in which they are incurred. When it is probable that 
total contract costs will exceed total contract revenue, the expected loss is 
recognised as an expense immediately.  
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1. Significant accounting policies continued 

Cost of sales 

The Group determines the value of inventory charged to cost of sales 
based on the total budgeted cost of developing a site. Once the total 
expected costs of development are established they are allocated to 
individual plots to achieve a standard build cost per plot. 

To the extent that additional costs or savings are identified as the site 
progresses, these are recognised over the remaining plots unless they are 
specific to a particular plot, in which case they are recognised in the 
income statement at the point of sale. 

Positive contribution 

The positive contribution presented on the face of the income statement 
represents the net amount of previous impairments allocated to inventory 
on a plot that has subsequently resulted in a gross profit on completion. 
This is due to the combination of selling prices and costs, or product mix 
improvements exceeding our market assumptions in the previous net 
realisable value (NRV) exercise. These amounts are stated before the 
allocation of overheads which are excluded from the Group’s NRV 
exercise. 

Exceptional items 

Exceptional items are defined as items of income or expenditure which, in 
the opinion of the Directors, are material or unusual in nature or of such 
significance that they require separate disclosure on the face of the income 
statement in accordance with IAS 1 ‘Presentation of Financial Statements’. 
Should these items be reversed disclosure of this would also be as 
exceptional items.  

Interest receivable 

Interest income on bank deposits is recognised on an accruals basis. Also 
included in interest receivable are interest and interest-related payments 
the Group receives on other receivables.  

Borrowing costs 

Borrowing costs are recognised on an accruals basis and are payable on 
the Group’s borrowings. Also included in borrowing costs is the 
amortisation of fees associated with the arrangement of the financing.  

Finance charges, including premiums payable on settlement or 
redemption, and direct issue costs, are accounted for on an accruals basis 
in the income statement using the effective interest method and are added 
to the carrying amount of the instrument to the extent that they are not 
settled in the period in which they arise. 

Capitalised finance costs are held in other receivables and amortised over 
the period of the facility. 

Foreign currencies 

The individual financial statements of each Group company are presented 
in the currency of the primary economic environment in which it operates 
(its functional currency). Transactions in currencies other than the functional 
currency are recorded at the rates of exchange prevailing on the dates of 
the transactions. At each balance sheet date, monetary assets and 
liabilities that are denominated in foreign currencies other than the 
functional currency are retranslated at the rates prevailing at the balance 
sheet date.  

Non-monetary assets and liabilities carried at fair value that are 
denominated in foreign currencies are translated at the rates prevailing at 
the date when the fair value was determined. Gains and losses arising on 
retranslation are included in the net profit or loss for the period. 

On consolidation, the assets and liabilities of the Group’s overseas 
operation are translated at exchange rates prevailing at the balance sheet 
date. Income and expense items are translated at an appropriate average 
rate for the year. Exchange differences arising are recognised within other 

comprehensive income and transferred to the Group’s translation reserve. 
Such translation differences are recognised as income or expenses in the 
income statement in the period in which the operation is disposed of. 

Goodwill and fair value adjustments arising on the acquisition of a foreign 
entity are treated as assets and liabilities of the foreign entity and translated at 
the closing rate. The Group enters into forward contracts in order to hedge its 
exposure to certain foreign exchange transaction risks relating to the relevant 
functional currency in accordance with Group policy. It also uses foreign 
currency borrowings and derivatives to hedge its net investment exposure  
to certain overseas subsidiaries (see page 113 for details of the Group’s 
accounting policies in respect of such derivative financial instruments). 

Operating leases 

Rentals payable under operating leases are charged to the income 
statement on a straight-line basis over the term of the relevant lease. 
Benefits received and receivable (and costs paid and payable) as an 
incentive to enter into an operating lease are also spread on a straight-line 
basis over the lease term. 

Intangible assets 

Brands 

Internally generated brands are not capitalised. Acquired brands are 
capitalised. Their values are calculated based on the Group’s valuation 
methodology, which is based on valuations of discounted cash flows. 
Brands are stated at cost, less accumulated amortisation and any 
accumulated impairment losses. 

Software development costs  

Costs that are directly associated with the acquisition or production of 
identifiable and unique software controlled by the Group, and that generate 
economic benefits beyond one year, are recognised as intangible assets. 
Computer software development costs recognised as assets are 
amortised on a straight-line basis over three to five years from the time of 
implementation, and are stated at cost less accumulated amortisation and 
any accumulated impairment losses. 

Property, plant and equipment 

Land and buildings held for use in the production or supply of goods or 
services, or for administrative purposes, are stated in the balance sheet at 
cost less accumulated depreciation and any accumulated impairment 
losses. Freehold land is not depreciated. Buildings are depreciated over  
50 years. 

Plant and equipment is stated at cost less depreciation.  

Depreciation is charged so as to expense the cost or valuation of assets 
over their estimated useful lives. Other assets are depreciated using the 
straight-line method, on the following bases: 

Plant and equipment 20-25% per annum 

Computer equipment 33% per annum 

Leasehold improvements over the term of the lease 

The gain or loss arising on the disposal or retirement of an asset is 
determined as the difference between the sale proceeds, less any selling 
expenses, and the carrying amount of the asset. This difference is 
recognised in the income statement.  

Impairment of tangible and intangible assets  

At each balance sheet date, the Group reviews the carrying amounts of its 
tangible and intangible assets to determine whether there is any indication 
that those assets have suffered an impairment loss. If any such indication 
exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment loss (if any). Where the asset does 
not generate cash flows that are independent from other assets, the Group 
estimates the recoverable amount of the cash-generating unit to which the 
asset belongs. 
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1. Significant accounting policies continued 

Impairment of tangible and intangible assets continued 

The recoverable amount is the higher of fair value less costs to sell and 
value in use. In assessing value in use, the estimated future cash flows are 
discounted to their present value, using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks 
specific to the asset for which the estimates of future cash flows have not 
been adjusted. 

If the recoverable amount of an asset is estimated to be less than its 
carrying amount, the carrying amount of the asset is reduced to its 
recoverable amount. If the recoverable amount of a cash-generating unit  
is estimated to be less than its carrying amount, impairment losses are 
allocated first to the intangible assets in the cash-generating unit. 

If the full impairment of intangible assets is not sufficient to reduce the 
carrying value of the cash-generating unit to its recoverable amount, 
tangible fixed assets must then be impaired. If the recoverable amount of 
tangible fixed assets exceeds their carrying value, no further impairment is 
required. An impairment loss is recognised as an expense immediately.  

Where an impairment loss subsequently reverses, the carrying amount  
of the asset or cash-generating unit is increased to the revised estimate  
of its recoverable amount, but so that the increased carrying amount  
does not exceed the carrying amount that would have been determined 
had no impairment loss been recognised for the asset or cash-generating 
unit in prior years. A reversal of an impairment loss is recognised as  
income immediately. 

Financial instruments 

Financial assets and financial liabilities are recognised on the Group’s 
balance sheet when the Group becomes a party to the contractual 
provisions of the instrument. 

Trade receivables and other receivables 

Trade receivables on normal terms excluding derivative financial 
instruments do not carry any interest and are stated at their nominal value 
as reduced by appropriate allowances for estimated unrecoverable 
amounts. Trade receivables on extended terms, particularly in respect of 
land, are measured at amortised cost using the effective interest method, 
less any impairment. Interest income is recognised by applying the effective 
interest rate. Derivative financial instruments are measured at fair value.  

Mortgage receivables 

Mortgage receivables relate to sales incentives including shared equity 
loans. The receivable is recorded at amortised cost.  

Shared equity loans are separated into a loan receivable and a non-closely 
related embedded derivative asset for accounting purposes as allowed 
under IAS 39 ‘Financial instruments’. The loan is measured at amortised 
cost and the embedded derivative is measured at fair value through profit 
or loss with any subsequent impairment charged through profit and loss. 
The fair value of the derivative is based on a national house price index. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash held by the Group and short 
term bank deposits with an original maturity of three months or less from 
inception and are subject to an insignificant risk of changes in value. Cash 
and cash equivalents are classified as ‘loans and receivables’. Further 
disclosures relating to financial assets are set out in note 19. 

Financial liabilities and equity instruments  

Financial liabilities and equity instruments are classified according to  
the substance of the contractual arrangements entered into. An equity 
instrument is any contract that evidences a residual interest in the assets  
of the Group after deducting all of its liabilities. Equity instruments issued  
by the Parent Company are recorded as the proceeds are received, net  
of direct issue costs. 

Borrowings 

Interest-bearing bank loans and overdrafts are recorded as the proceeds 
are received, net of direct issue costs.  

Trade payables 

Trade payables on normal terms are not interest-bearing and are stated  
at their nominal value. Trade payables on extended terms, particularly in 
respect of land, are recorded at their fair value at the date of acquisition of 
the asset to which they relate. The discount to nominal value is amortised 
over the period of the credit term and charged to finance costs. 

Derivative financial instruments and hedge accounting  

The Group uses forward exchange contracts to hedge transactions 
denominated in foreign currencies. The Group also uses foreign currency 
borrowings and derivatives to hedge its net investment exposure to 
movements in exchange rates on translation of certain individual financial 
statements denominated in foreign currencies other than Sterling which  
is the functional currency of the Parent Company. 

Derivative financial instruments are measured at fair value. Changes in the 
fair value of derivative financial instruments that are designated and 
effective as hedges of net investments in foreign operations are recognised 
directly in other comprehensive income and the ineffective portion, if any, is 
recognised immediately in the income statement.  

For an effective hedge of an exposure to changes in fair value, the hedged 
item is adjusted for changes in fair value attributable to the risk being 
hedged with the corresponding entry in the consolidated income 
statement. Gains or losses from re-measuring the derivative, or for non-
derivatives the foreign currency component of its carrying amount, are also 
recognised in the income statement. 

Changes in the fair value of derivative financial instruments that do not 
qualify for hedge accounting are recognised in the income statement as 
they arise. 

Hedge accounting is discontinued when the hedging instrument expires  
or is sold, terminated, or exercised, or no longer qualifies for hedge 
accounting. At that time, any cumulative gain or loss on the hedging 
instrument recognised in other comprehensive income is retained in 
accumulated other comprehensive income until the forecasted transaction 
occurs. If a hedged transaction is no longer expected to occur, the net 
cumulative gain or loss recognised in accumulated other comprehensive 
income is transferred to the income statement for the period. If a derivative 
financial instrument does not meet the specific criteria of IAS 39 ‘Financial 
instruments’ for hedge accounting it is presented as a held for trading 
asset or liability. 

Customer deposits 

Customer deposits are recorded as a liability within ‘other payables’  
on receipt and released to the income statement as revenue upon  
legal completion. 

Provisions 

Provisions are recognised when the Group has a present obligation as  
a result of a past event, and it is probable that the Group will be required  
to settle that obligation. Provisions are measured at the Directors’ best 
estimate of the expenditure required to settle the obligation at the balance 
sheet date and are discounted to present value where the effect is material. 
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1. Significant accounting policies continued  

Inventories 

Inventories are initially stated at cost or at the fair value at acquisition date 
when acquired as part of a business combination and then held at the 
lower of this initial amount and net realisable value. Costs comprise direct 
materials and, where applicable, direct labour and those overheads that 
have been incurred in bringing the inventories to their present location and 
condition. Net realisable value represents the estimated selling price less  
all estimated costs of completion and costs to be incurred in marketing, 
selling and distribution. Land is recognised in inventory when the significant 
risks and rewards of ownership have been transferred to the Group. 

Non-refundable land option payments are initially recognised in inventory. 
They are reviewed regularly and written off to the income statement when  
it is probable that the option will not be exercised. 

Taxation 

The tax charge represents the sum of the tax currently payable and 
deferred tax. 

Current tax  

The tax currently payable is based on taxable profit for the year. Taxable 
profit differs from profit before tax as reported in the income statement 
because it excludes items of income or expense that are taxable or 
deductible in other years and it further excludes items that are never 
taxable or deductible. The Group’s liability for current tax is calculated 
using tax rates that have been enacted or substantively enacted by the 
balance sheet date. 

Deferred tax  

Deferred tax is the tax expected to be payable or recoverable on 
differences between the carrying amounts of assets and liabilities in  
the financial statements and the corresponding tax bases used in the 
computation of taxable profit, and is accounted for using the balance  
sheet liability method. Deferred tax liabilities are generally recognised for  
all taxable temporary differences and deferred tax assets are recognised  
to the extent that it is probable that taxable profits will be available against 
which deductible temporary differences can be utilised. 

Such assets and liabilities are not recognised if the temporary difference 
arises from goodwill or from the initial recognition (other than in a business 
combination) of other assets and liabilities in a transaction that affects 
neither the tax profit nor the accounting profit. 

Deferred tax liabilities are also recognised for taxable temporary differences 
arising on investments in subsidiaries and interests in joint ventures, except 
where the Group is able to control the reversal of the temporary difference 
and it is probable that the temporary difference will not reverse in the 
foreseeable future. 

Deferred tax is measured on a non-discounted basis using the tax rates 
and laws that have then been enacted or substantively enacted by the 
balance sheet date.  

The carrying amount of deferred tax assets is reviewed at each balance 
sheet date and reduced to the extent that it is no longer probable that 
sufficient taxable profits will be available to allow all or part of the asset to 
be recovered. Deferred tax is charged or credited to the income statement, 
except when it relates to items charged or credited directly to other 
comprehensive income or equity, in which case the deferred tax is also 
dealt with in other comprehensive income or equity.  

Share-based payments 

The Group has applied the requirements of IFRS 2 ‘Share-based 
payments’. The Group issues equity-settled share-based payments to 
certain employees. Equity-settled share-based payments are measured at 
fair value at the date of grant. The fair value is expensed on a straight-line 
basis over the vesting period, based on the Group’s estimate of shares 
that will eventually vest after adjusting for the effect of non-market  
vesting conditions. 

Employee benefits 

The Group accounts for pensions and similar benefits under IAS 19 
‘Employee benefits’ (amended 2011). In respect of defined benefit plans, a 
finance charge is determined on the net defined benefit pension liability. The 
operating and financing costs of such plans are recognised separately in the 
income statement; service costs are spread systematically over the lives of 
employees; and certain liability management costs and financing costs are 
recognised in the periods in which they arise. Actuarial gains and losses are 
recognised immediately in the statement of comprehensive income. 

Payments to defined contribution schemes are charged as an expense as 
they fall due. 

2. Critical accounting judgements and key sources of 

estimation uncertainty 

Carrying value of inventory and cost allocation 

In order to assess the appropriateness of the carrying value of inventory, 
the Group is required to make estimations of sales prices, costs and 
margins expected on sites in order to determine whether any write-downs 
or reversals are required to ensure inventory is stated at the lower of cost 
and net realisable value.  

Following previous significant impairments of inventories, the Group has 
again undertaken a detailed review on a site-by-site basis of the net 
realisable value of its land and work in progress. The net realisable value 
exercise is highly sensitive to the assumptions used and we therefore also 
consider when the inventory is likely to be realised, whether or not there 
has been a sustained change in market conditions that previously caused 
the inventory to be impaired and the wider economic environment existing 
at the balance sheet date. Details of the sensitivity of the carrying value of 
inventory is detailed in Note 15. 

The Group has a net addition of £0.5 million (2015: £0.6 million) of 
inventory impairments in the year. The net reversal in the UK of £2.2 million 
consists of reversals of £7.7 million (2015: £6.6 million) and further write-
downs of £5.5 million (2015: £7.2 million). The UK reversal is offset by a 
further write-down of a previously impaired site in Spain of £2.7 million 
(2015: £nil). See Note 6. 

In addition to the estimation uncertainty in relation to the net realisable 
value of inventory, the allocation of these across sites, phases and plots is 
an area of accounting judgement. In order to ensure correct allocation and 
phasing, regular reviews of the components of the inventory balance are 
undertaken, along with central controls around cost allocation across 
developments. 
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2. Critical accounting judgements and key sources of 

estimation uncertainty continued 

Employee benefits 

The value of the defined benefit plan assets and liabilities is determined  
by using various long term actuarial assumptions, including future rates  
of inflation, growth, yields, returns on investments and mortality rates. As 
actual changes in inflation, growth, yields and investment returns may differ 
from those assumed, this is a key source of estimation uncertainty within 
the financial statements. Changes in these assumptions over time and 
differences to the actual outcome will be reflected in the statement of 
comprehensive income. Note 20 details the main assumptions in 
accounting for the Group’s defined benefit pension schemes along with 
sensitivities of the liabilities to changes in these assumptions.  

Adoption of new and revised standards of interpretation 

In the current year, the Group has applied a number of amendments to 
IFRSs issued by the International Accounting Standards Board (IASB) that 
are mandatorily effective for an accounting period that begins on or after  
1 January 2016. Their adoption has not had any material impact on the 
disclosures or on the amounts reported in these financial statements.  

Amendments to IFRS 11 ‘Joint Arrangements’ – accounting for 
acquisitions of interests in joint operations  

Amendments to IAS 1 ‘Presentation of Financial Statements’ –  
disclosure initiative  

Amendments to IAS 16 ‘Property, Plant and Equipment’ and IAS 38 
‘Intangible Assets’ – clarification of acceptable methods of depreciation 
and amortisation  

Amendments to IAS 27 ‘Consolidated and Separate Financial 
Statements’ – equity method in separate financial statements  

Annual Improvements to IFRSs 2012-2014 Cycle 

New and revised IFRSs in issue but not yet effective 

At the date of authorisation of these financial statements, the Group has 
not applied the following new and revised IFRSs that have been issued  
but are not yet effective and in some cases had not yet been adopted  
by the EU: 

IFRS 9 ‘Financial Instruments’ 

IFRS 15 ‘Revenue from Contracts with Customers’ 

IFRS 16 ‘Leases’ 

IFRS 2 ‘Share-based Payment’ (amendments) – classification and 
measurement of share-based payment transactions 

IAS 7 ‘Statement of Cash Flows’ (amendments) – disclosure initiative 

IAS 12 ‘Income Taxes’ (amendments) – recognition of deferred tax 
assets for unrealised losses 

IFRS 10 ‘Consolidated Financial Statements’ and IAS 28 ‘Investments 
in Associates’ (amendments) – sale or contribution of assets between 
an investor and its associate or joint venture 

The Directors do not expect that the adoption of the Standards listed 
above will have a material impact on the financial statements of the Group 
in future periods, except as noted below: 

IFRS 9 ‘Financial Instruments’ is scheduled to replace IAS 39 ‘Financial 
Instruments: Recognition and Measurement’ from 1 January 2018. 
IFRS 9 will impact both the measurement and disclosures of financial 
instruments. The Group is currently assessing the impact of the 
revisions on the Group’s results and financial position. To date it is 
considered that the main impact will be on the treatment and valuation 
of mortgage debtors held by the Group.  

IFRS 15 ‘Revenue from Contracts with Customers’ sets out  
revenue recognition conditions for the Group and will be applicable  
from 1 January 2018. The standard remains subject to industry 
interpretations and consensus. To date, we expect the standard may 
delay the recognition of revenue from construction contracts and may 
impact upon historical warranty obligations, although neither of these  
will affect the Group’s cash flows. In addition, the standard will require 
presentational changes to our Income Statement. The financial impact  
of the adoption of IFRS 15 will mainly be on the long term and 
partnership housing contracts which the Group enters into. This is 
currently c.10% of our revenue stream, not all of which will be impacted.  

IFRS 16 ‘Leases’ was issued in January 2016 with an effective date  
of 1 January 2019. The standard specifies how leases are recognised, 
presented, measured and disclosed. It is expected that the Group’s 
lease commitments will be brought onto the Balance Sheet together 
with corresponding assets. This is likely to impact on the timing of the 
recognition of lease costs within the Income Statement although it will 
not affect the Group’s cash flows.  

Amendments to IAS 7 ‘Statement of Cash Flows’ was issued in 
January 2016 and will be applicable to the Group from 1 January 2017. 
The Amendment requires enhanced disclosures of changes in  
financing liabilities. 

3. General information 

Taylor Wimpey plc is a Company incorporated in the United Kingdom 
under the Companies Act 2006. The address of the registered office is 
given on page 165. The nature of the Group’s operations and its principal 
activities are set out in the Strategic Report on pages 1 to 52. 

These financial statements are presented in pounds Sterling because that 
is the currency of the primary economic environment in which the Group 
operates. Foreign operations are included in accordance with the policy  
set out on page 112. 
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4. Revenue 

An analysis of the Group’s continuing revenue is as follows: 

£ million  2016 2015

Housing: 

Private sales 3,283.9 2,780.9

Partnership housing* 329.2 311.7

Other 15.0 11.3

Total housing 3,628.1 3,103.9

Land sales 48.1 35.9

Revenue for the year 3,676.2 3,139.8

*  Partnership housing includes £245.3 million (2015: £241.9 million) recognised under IAS 11 ‘Construction Contracts’. 

Housing revenue includes £35.9 million (2015: £50.1 million) in respect of the value of properties accepted in part exchange by the Group. 

5. Operating segments 

The Group operates in two countries, being the United Kingdom and Spain. 

The United Kingdom is split into three geographical operating segments, each managed by a Divisional Chairman who sit on the Group Management 
Team. In addition there is an operating segment covering the Corporate functions, Major Developments and Strategic Land. 

Segment information about these businesses is presented below:  

For the year to 31 December 2016  
£ million 

North 
Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Revenue        

External sales 1,239.4 1,204.5 1,137.0 1.7 93.6 3,676.2

Result   

Profit/(loss) on ordinary activities before joint ventures, finance costs and exceptional items 279.9 280.7 249.3 (67.4) 20.6 763.1

Share of results of joint ventures 0.1 – 1.1 – – 1.2

Profit/(loss) on ordinary activities before finance costs, exceptional items and after share  
of results of joint ventures 280.0 280.7 250.4 (67.4) 20.6 764.3

Exceptional items (Note 6) – 2.2 – – (2.7) (0.5)

Profit/(loss) on ordinary activities before finance costs, after share of results of joint 
ventures and exceptional items 280.0 282.9 250.4 (67.4) 17.9 763.8

Net finance costs   (30.9)

Profit on ordinary activities before taxation   732.9

Taxation (including exceptional tax)   (143.6)

Profit for the year   589.3

 

As at 31 December 2016  
£ million 

North 
Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Assets and liabilities   

Segment operating assets 1,155.1 1,241.0 1,451.9 215.4 123.7 4,187.1

Joint ventures 2.6 3.3 43.2 1.2 – 50.3

Segment operating liabilities (341.7) (514.4) (459.9) (304.9) (76.9) (1,697.8)

Group net operating assets 816.0 729.9 1,035.2 (88.3) 46.8 2,539.6

Net current taxation    (61.4)

Net deferred taxation    57.4

Net cash   364.7

Net assets   2,900.3
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5. Operating segments continued 

For the year to 31 December 2016  

£ million 
North 

Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Other information   

Property, plant and equipment additions 0.9 0.9 1.0 0.3 – 3.1

Software development additions – – – 2.0 – 2.0

Property, plant and equipment depreciation (0.3) (0.7) (0.2) (0.9) – (2.1)

Software amortisation – – – (1.2) – (1.2)

 

For the year to 31 December 2015  
£ million 

North 
Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Revenue    

External sales 1,093.8 1,075.4 911.6 0.9 58.1 3,139.8

Result   

Profit/(loss) on ordinary activities before joint ventures, finance costs and exceptional items 251.1 243.2 198.2 (70.4) 10.0 632.1

Share of results of joint ventures (0.1) – 5.0 – – 4.9

Profit/(loss) on ordinary activities before finance costs, exceptional items and after 
share of results of joint ventures 251.0 243.2 203.2 (70.4) 10.0 637.0

Exceptional items (Note 6) (0.5) 2.0 (2.1) – – (0.6)

Profit/(loss) on ordinary activities before finance costs, after share of results of joint 
ventures and exceptional items 250.5 245.2 201.1 (70.4) 10.0 636.4

Net finance costs   (33.2)

Profit on ordinary activities before taxation   603.2

Taxation (including exceptional tax)   (113.4)

Profit for the year   489.8

 
  

As at 31 December 2015 
£ million 

North 
Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Assets and liabilities   

Segment operating assets 1,198.0 1,273.8 1,417.0 148.0 86.5 4,123.3

Joint ventures 2.2 3.0 21.4 0.3 0.2 27.1

Segment operating liabilities (387.2) (571.7) (444.2) (260.6) (44.1) (1,707.8)

Group net operating assets 813.0 705.1 994.2 (112.3) 42.6 2,442.6

Net current taxation    1.7

Net deferred taxation    55.7

Net cash   223.3

Net assets   2,723.3

 

For the year to 31 December 2015  
£ million 

North 
Division

Central  
& South 

West 
Division 

London  
& South 

East 
Division Corporate Spain Total

Other information   

Property, plant and equipment additions 0.1 2.8 – 2.6 0.1 5.6

Software development additions – – – 1.5 – 1.5

Property, plant and equipment depreciation (0.1) (0.5) (0.3) (1.0) (0.1) (2.0)

Software amortisation – – – (1.3) – (1.3)
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6. Net operating expenses and profit on ordinary activities before finance costs 

Profit on ordinary activities before financing costs for continuing operations has been arrived at after charging/(crediting): 

£ million  2016 2015

Administration expenses 189.2 172.1

Other expense 9.5 6.5

Other income (21.4) (22.7)

Exceptional items 0.5 0.6

Other income includes profits on the sale of property, plant and equipment, and revaluation of certain shared equity mortgage receivables. 

Exceptional items:  
£ million  2016 2015

Net addition to inventory impairments (Note 15) 0.5 0.6

Exceptional items charged to cost of sales 0.5 0.6

The Group has seen sustained improvement in the UK housing market and improvement in confidence in the wider economy, driven by continued  
low interest rates, improved mortgage availability and Government incentives, including the ‘Help to Buy’ scheme. This has resulted in a net UK release  
of £2.2 million (2015: £0.6 million addition) to the provision. This net reversal consists of £7.7 million of releases (2015: £6.6 million) and additional  
write-downs on previously impaired sites, due to site specific rather than market factors, of £5.5 million (2015: £7.2 million). An additional write-down  
of £2.7 million to a previously impaired site in Spain has also been made (2015: £nil) resulting in a total net addition of £0.5 million (2015: £0.6 million)  
for the Group. 

Profit on ordinary activities before financing costs for continuing operations has been arrived at after charging/(crediting): 

£ million 2016 2015

Cost of inventories recognised as expense in cost of sales, before write-downs of inventories 2,633.3 2,261.8

Reversal of inventory impairment provisions  (7.7) (6.6)

Impairment of inventories  8.2 7.2

Property, plant and equipment depreciation 2.1 2.0

Net foreign exchange (credit)/charge (1.6) 0.7

Gain on disposal of property, plant and equipment (0.3) (0.5)

Amortisation of intangible assets 1.2 1.3

Payments under operating leases 1.7 2.0

The remuneration paid to Deloitte LLP, the Group’s external auditor, is as follows: 

£ million  2016 2015

Fees payable to the Company’s auditor for the audit of the Company’s annual accounts and consolidated financial statements 0.1 0.1

Fees payable to the Company’s auditor and its associates for other services to the Group: 

The audit of the Company’s subsidiaries pursuant to legislation 0.3 0.3

Total audit fees 0.4 0.4

Other services pursuant to legislation 0.1 0.1

Other services – 0.1

Total non-audit fees 0.1 0.2

Total fees 0.5 0.6

Non-audit services in 2016 and 2015 predominantly relate to work undertaken as a result of Deloitte LLP’s role as auditor, or work resulting from 
knowledge and experience gained as part of the role. Other services relate to advisory services relating to real estate advisory work. The work was either 
the subject of a competitive tender or was best performed by the Group’s auditor because of its knowledge of the Group. 
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7. Staff costs 

 
2016 

Number
2015 

Number

Average number employed 

United Kingdom  4,585 4,177

Spain  88 83

 4,673 4,260

 

£ million  2016 2015

Remuneration 

Wages and salaries 190.0 185.4

Redundancy costs 0.2 0.4

Social security costs 26.0 25.0

Other pension costs 10.6 10.0

 226.8 220.8

The information relating to Director and Senior Management remuneration required by the Companies Act 2006 and the Listing Rules of the Financial 
Conduct Authority is contained in Note 30 and pages 78 to 96 in the Directors’ Remuneration Report. 

8. Finance costs and interest receivable 

£ million  2016 2015

External interest receivable  0.7 0.7

Finance costs are analysed as follows: 

£ million  2016 2015

Interest on overdrafts, bank and other loans  10.9 11.6

Foreign exchange movements (1.6) 0.7

 9.3 12.3

Unwinding of discount on land creditors and other items 16.2 15.6

Net notional interest on pension liability (Note 20) 6.1 6.0

 31.6 33.9

9. Taxation 

Tax (charged)/credited in the income statement is analysed as follows: 

£ million  2016 2015

Current tax:  

UK corporation tax: Current year (136.5) (11.2)

 Prior years 2.5 (0.8)

Foreign tax: Current year (2.3) (0.7)

 Prior years – –

  (136.3) (12.7)

Deferred tax:  

UK: Current year (5.7) (107.8)

 Prior years (0.4) (0.9)

Foreign tax: Current year (1.2) 8.0

 Prior years – –

  (7.3) (100.7)

  (143.6) (113.4)

Corporation tax is calculated at 20% (2015: 20.25%) of the estimated assessable profit for the year in the UK. Taxation outside the UK is calculated at the 
rates prevailing in the respective jurisdictions. 

The tax charge for the year includes a credit in respect of movements in the exceptional impairment provision of £0.1 million (2015: £0.1 million). In 2015 
the Group recognised an £8.0 million exceptional credit in relation to the recognition of Spanish temporary differences. 
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9. Taxation continued 

The income statement charge for 2016 includes a charge of £nil (2015: £0.6 million) relating to the impact on the deferred tax asset of the 1% reduction in 
UK corporation tax from 18% to 17% (2015: 2% reduction from 20% to 18%). 

The charge for the year can be reconciled to the profit per the income statement as follows: 

£ million  2016 2015

Profit before tax 732.9 603.2

Tax at the UK corporation tax rate of 20.00% (2015: 20.25%) (146.6) (122.1)

Net over provision in respect of prior years 2.1 0.5

Tax effect of expenses that are not deductible in determining taxable profit 0.2 0.3

Unrecognised temporary differences utilised – 2.0

Impact of corporate tax rate reduction on deferred tax  – (0.6)

Recognition of deferred tax asset relating to Spanish business 1.1 8.0

Other rate impacting adjustments (0.4) (1.5)

Tax charge for the year (143.6) (113.4)

10. Earnings per share 

 2016 2015

Basic earnings per share  18.1p 15.1p

Diluted earnings per share  17.9p 14.9p

 

Adjusted basic earnings per share  18.1p 14.9p

Adjusted diluted earnings per share  18.0p 14.7p

 

Weighted average number of shares for basic/adjusted earnings per share – million 3,259.7 3,247.3

Weighted average number of shares for diluted basic/adjusted earnings per share – million 3,283.2 3,278.8

Adjusted basic and adjusted diluted earnings per share, which exclude the impact of exceptional items and any associated net tax charges, are 
presented to provide a better measure of the underlying performance of the Group. A reconciliation of earnings attributable to equity shareholders used 
for basic and diluted earnings per share to that used for adjusted earnings per share is shown below.  

£ million 2016 2015

Earnings for basic and diluted earnings per share 589.3 490.1

Adjust for exceptional net addition of inventory write-downs (Note 15) 0.5 0.6

Adjust for tax on exceptional items (Note 9) (0.1) (0.1)

Adjust for exceptional deferred tax credit (Note 9) – (8.0)

Earnings for adjusted basic and adjusted diluted earnings per share 589.7 482.6
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11. Intangible assets 

£ million  Brands 

Software 
development 

costs Total

Cost  

At 1 January 2015 140.2 6.5 146.7

Additions – 1.5 1.5

At 31 December 2015 140.2 8.0 148.2

Additions  – 2.0 2.0

At 31 December 2016 140.2 10.0 150.2

  

Amortisation/impairment   

At 1 January 2015 (140.2) (4.0) (144.2)

Charge for the year – (1.3) (1.3)

At 31 December 2015 (140.2) (5.3) (145.5)

Charge for the year  – (1.2) (1.2)

At 31 December 2016 (140.2) (6.5) (146.7)

  

Carrying amount  

31 December 2016 – 3.5 3.5

31 December 2015 – 2.7 2.7

The Group has assessed its brands and their associated values and has concluded that given the majority of the legacy brands are currently not used,  
it would not be appropriate to reverse any of the previously recognised impairment charges. 

The amortisation of software development costs is recognised within administration expenses in the income statement.  

12. Property, plant and equipment 

£ million  
Freehold land 
and buildings 

Plant, 
equipment 

and leasehold 
improvements Total

Cost   

At 1 January 2015 11.0 14.5 25.5

Additions 4.0 1.6 5.6

Disposals (0.2) (0.7) (0.9)

At 31 December 2015 14.8 15.4 30.2

Additions 0.2 2.9 3.1

Disposals  – (1.1) (1.1)

At 31 December 2016 15.0 17.2 32.2

  

Accumulated depreciation  

At 1 January 2015 (0.2) (8.5) (8.7)

Disposals – 0.5 0.5

Charge for the year (0.5) (1.5) (2.0)

At 31 December 2015 (0.7) (9.5) (10.2)

Disposals – 1.1 1.1

Charge for the year (0.5) (1.6) (2.1)

At 31 December 2016 (1.2) (10.0) (11.2)

  

Carrying amount  

At 31 December 2016 13.8 7.2 21.0

At 31 December 2015 14.1 5.9 20.0
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13. Interests in joint ventures 

£ million  2016 2015

Aggregated amounts relating to share of joint ventures: 

Current assets 66.5 52.9

Total assets 66.5 52.9

 

Current liabilities (12.3) (28.8)

Non-current liabilities (44.3) (15.6)

Total liabilities (56.6) (44.4)

 

Carrying amount 9.9 8.5

Loans to joint ventures 40.4 18.6

Total interests in joint ventures 50.3 27.1

 

£ million  2016 2015

Group share of: 

Revenue 29.1 38.3

Cost of sales (26.5) (30.7)

Gross profit 2.6 7.6

Net operating expenses (0.7) (1.0)

Profit on ordinary activities before finance costs 1.9 6.6

Finance costs (0.4) (0.5)

Profit on ordinary activities before tax 1.5 6.1

Taxation (0.3) (1.2)

Share of joint ventures’ post-tax results for the year 1.2 4.9

The Group has two material (2015: four) joint ventures whose principal activity is residential house building. The Group considers a joint venture to be 
material when it is financially important to the Group. During the year Academy Central LLP and Strada Developments Limited completed the construction 
and sale of all units on the site and therefore the results are no longer material to the Group. Loans to joint ventures have increased significantly in the year 
as the level of development activity has increased at Greenwich Millennium Village and Chobham Manor. 

The particulars of the material joint ventures for 2016 are as follows: 

Country of incorporation  Name of joint venture equity accounted in the consolidated accounts 
Taylor Wimpey plc interest in the 

issued ordinary share capital

United Kingdom Greenwich Millennium Village Limited(a) 50%

United Kingdom Chobham Manor Limited Liability Partnership(a) 50%

(a) Interest held by subsidiary undertakings. 
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13. Interests in joint ventures continued 

The following two tables show summary financial information for the material joint ventures. Unless specifically indicated, this information represents 100% 
of the joint venture before intercompany eliminations. 

£ million 

Greenwich 
Millennium 

Village 
2016 

Chobham 
Manor 

2016
Total 
2016

Percentage ownership interest 50% 50%

Current assets  53.9 47.5 101.4

Cash and cash equivalents 1.7 11.0 12.7

Current financial liabilities (3.8) (17.2) (21.0)

Current other liabilities (0.9) – (0.9)

Non-current financial liabilities* (30.2) (50.0) (80.2)

Net assets/(liabilities) (100%) 20.7 (8.7) 12.0

Group share of net assets/(liabilities) 10.3 (4.3) 6.0

Loans to joint ventures 12.0 23.2 35.2

Total interest in joint ventures 22.3 18.9 41.2

Revenue 29.3 27.0 56.3

Interest expense (0.6) – (0.6)

Income tax expense  (0.5) – (0.5)

Profit/(loss) for the year 4.5 (2.5) 2.0

Group share of profit/(loss) for the year 2.3 (1.3) 1.0

*  Non-current financial liabilities include amounts owed to JV partners. 

During the year, no entity charged depreciation or amortisation. No entity had discontinued operations or items of other comprehensive income. 

£ million 
Strada 

2015

Greenwich 
Millennium 

Village  
2015 

Chobham 
Manor 
2015 

Academy 
Central 

2015
Total 
2015

Percentage ownership interest 50% 50% 50% 62%

Current assets (including cash and cash equivalents)  4.3 49.1 40.8 1.9 96.1

Current financial liabilities – (11.3) (39.3) – (50.6)

Current other liabilities (0.5) (1.3) – – (1.8)

Non-current financial liabilities* (0.5) (22.2) (7.7) (0.7) (31.1)

Net assets/(liabilities) (100%) 3.3 14.3 (6.2) 1.2 12.6

Group share of net assets/(liabilities) 1.7 7.1 (3.1) 0.8 6.5

Loans to joint ventures – 1.0 13.8 0.2 15.0

Total interest in joint ventures 1.7 8.1 10.7 1.0 21.5

Revenue – 50.2 6.7 15.6 72.5

Interest income – – – – –

Income tax expense  – (2.6) – – (2.6)

(Loss)/profit for the year (0.2) 9.8 (1.6) 1.1 9.1

Group share of (loss)/profit for the year (0.1) 4.9 (0.8) 0.7 4.7

Dividends received from the joint venture during the year 0.8 – – 5.5 6.3

* Non-current financial liabilities include amounts owed to JV partners. 

During the year, no entity charged depreciation, amortisation or interest expense. No entity had discontinued operations or items of other  
comprehensive income. 
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13. Interests in joint ventures continued 

£ million  2016 2015

Aggregated amounts relating to share of individually immaterial joint ventures 

Current assets 9.4 4.6

Total assets 9.4 4.6

Current liabilities (1.3) (2.6)

Non-current liabilities (4.2) –

Total liabilities (5.5) (2.6)

 

Carrying amount 3.9 2.0

Loans to individually immaterial joint ventures 5.2 3.6

Total interests in individually immaterial joint ventures 9.1 5.6

 

£ million  2016 2015

Group share of: 

Revenue 1.0 0.2

Cost of sales (0.7) –

Gross profit 0.3 0.2

Net operating expense (0.1) –

Profit on ordinary activities before finance costs 0.2 0.2

Finance costs – –

Profit on ordinary activities before tax 0.2 0.2

Taxation – –

Share of individually immaterial joint ventures results for the year 0.2 0.2

14. Deferred tax 

The following are the major deferred tax assets and liabilities recognised by the Group and movements thereon during the current and prior reporting year. 

£ million  

Share- 
based 

payments
Capital 

allowances Losses 

Retirement 
benefit 

obligations 

Other 
temporary 

differences Total

At 1 January 2015 7.6 4.5 110.2 35.5 (0.3) 157.5

(Charge)/credit to income – (0.5) (98.8) (2.8) 1.4 (100.7)

(Charge)/credit to equity (0.4) – – (0.7) – (1.1)

At 31 December 2015 7.2 4.0 11.4 32.0 1.1 55.7

Credit/(charge) to income 0.6 (0.6) (3.9) (2.7)  (0.7) (7.3)

(Charge)/credit to equity (3.0) – – 10.7 – 7.7

Foreign exchange  – – 1.3 – – 1.3

At 31 December 2016 4.8 3.4 8.8 40.0 0.4 57.4

Closing deferred tax on UK temporary differences has been calculated at the tax rates that are expected to apply for the period when the asset is realised 
or the liability is settled. Accordingly, the temporary differences have been calculated at rates between 20% and 17% (2015: 20% and 18%). The effect of 
the reduction in the UK corporation tax rate from 18% to 17% is £nil (2015: £0.6 million) in the income statement and £3.2 million (2015: £2.5 million) in 
the statement of comprehensive income and statement of changes in equity. 
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14. Deferred tax continued 

The net deferred tax balance is analysed into assets and liabilities as follows: 

£ million  2016 2015

Deferred tax assets 58.7 57.1

Deferred tax liabilities (1.3) (1.4)

 57.4 55.7

The Group has not recognised temporary differences relating to tax losses carried forward and other temporary differences amounting to £3.0 million 
(2015: £3.5 million) in the UK and £70.0 million (2015: £68.4 million) in Spain. The UK temporary differences have not been recognised as they are 
predominantly non-trading in nature and insufficient certainty exists as to their future utilisation. The temporary differences in Spain have not been 
recognised due to uncertainty of sufficient taxable profits in the future against which to utilise these amounts. 

At the balance sheet date, the Group has unused UK capital losses of £269.5 million (2015: £264.3 million). No deferred tax asset has been recognised  
in respect of the capital losses at 31 December 2016 because the Group does not believe that it is probable that these capital losses will be utilised in the 
foreseeable future.  

15. Inventories 

£ million  2016 2015

Raw materials and consumables – –

Finished goods and goods for resale 20.9 17.1

Residential developments: 

Land(a) 2,652.5 2,743.7

Development and construction costs 1,307.8 1,128.3

Commercial, industrial and mixed development properties 2.8 2.1

 3,984.0 3,891.2

(a) Details of land creditors are in Note 18. 

During the year contract costs of £187.7 million (2015: £181.0 million) have been recognised within Cost of Sales in respect of IAS 11 ‘Construction 
contracts’. 

The Group has seen sustained improvement in the UK housing market and improvement in confidence in the wider economy, driven by continued  
low interest rates, improved mortgage availability and Government incentives, including the ‘Help to Buy’ scheme. This has resulted in a net UK release  
of £2.2 million (2015: £0.6 million addition) to the provision. This net release consists of £7.7 million of releases (2015: £6.6 million) and additional  
write-downs on previously impaired sites, due to site specific rather than market factors, of £5.5 million (2015: £7.2 million). An additional write-down  
of £2.7 million to a previously impaired site in Spain has also been made (2015: £nil) resulting in a total net addition of £0.5 million (2015: £0.6 million)  
for the Group. 

In the year 5% (2015: 6%) of the Group’s UK completions were from pre-2009 impaired sites.  

At the balance sheet date the Group held inventory in the UK that had been written down to net realisable value of £119.6 million (2015: £151.6 million) 
with associated impairments of £96.8 million (2015: £124.2 million).  

The UK net realisable value assessment of inventory is highly sensitive to small changes in judgements and the table below provides an indication of the 
impact to the inventory held on the balance sheet of 1% movements in selling prices and build costs.  

£ million 
+1% selling 

price 
-1% selling 

price 

+1% build

 cost
-1% build 

cost

31 December 2016 6.0 (8.1) (8.4) 3.1

31 December 2015 10.9 (11.4) (11.1) 9.2

There has been continued improvement in the Spanish housing market during the year. However, this improvement has been on newer sites which  
have been acquired in better locations. Sales rates and prices on sites which have been previously impaired remain low. In the year, 65 plots (2015: 53) 
were completed in Spain that had previously been impaired. In Spain, there was inventory written down to net realisable value of £18.7 million as at  
31 December 2016 (2015: £24.3 million), with associated impairments of £50.2 million (2015: £43.5 million). 
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15. Inventories continued 

The table below details the movements on the write-downs on impaired inventory recorded in the year. 

Inventory write-downs  
£ million 2016 2015

1 January 167.7 206.2

Utilised (28.3) (35.6)

Net addition 0.5 0.6

Foreign exchange 7.1 (3.5)

31 December 147.0 167.7

16. Other financial assets 

Trade and other receivables 

Current Non-current 

£ million  2016 2015 2016 2015

Trade receivables 65.4 80.6 79.0 94.4

Other receivables 26.0 33.4 8.2 1.0

 91.4 114.0 87.2 95.4

The average credit period taken on sales is 8 days (2015: 11 days). An allowance has been made for estimated irrecoverable amounts from trade 
receivables of £0.4 million (2015: £1.2 million). This allowance has been determined by reference to past default experience and relates mainly to 
provisions against mortgage debtors. 

Included within trade receivables are mortgage receivables of £78.0 million (2015: £94.6 million) including shared equity loans. Shared equity loans are 
provided to certain customers to facilitate their house purchase. They are accounted for as a host contract representing a loan receivable and a non-
closely related embedded derivative asset, as allowed under IAS 39 ‘Financial instruments’. The loan is measured at amortised cost and the embedded 
derivative is measured at fair value through profit or loss. 

The embedded derivative fair value movement is established by reference to a published national house price index. The fair value of the derivative is  
£2.4 million (2015: £7.2 million) and is included in the amount above.  

Included within trade receivables is £9.6 million (2015: £9.5 million) of retentions in relation to partnership housing contracts. 

Cash and cash equivalents 

£ million  2016 2015

Cash and cash equivalents (see Note 19) 450.2 323.3

17. Bank and other loans  

£ million 2016 2015

Bank overdrafts repayable on demand  – –

Bank loans – –

Other loans  85.5 100.0

 85.5 100.0

During the year the £100.0 million variable rate term loan outstanding at 31 December 2015 was fully redeemed without penalty. At 31 December 2016, 
other loans relate to €100.0 million 2.02% Senior Loan Notes.  

£ million 2016 2015

Amount due for settlement after one year 85.5 100.0

Total borrowings 85.5 100.0

 

£ million  2016 2015

Analysis of borrowings by currency: 

Sterling – 100.0

Euros 85.5 –

 85.5 100.0
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18. Trade and other payables 

 Current Non-current 

£ million  2016 2015 2016 2015

Trade payables 481.3 598.1 337.5 291.7

Other payables 506.8 495.3 105.0 110.3

 988.1 1,093.4 442.5 402.0

Other payables include customer deposits for reserving plots of £98.5 million (2015: £118.9 million), £177.1 million (2015: £151.0 million) relating to 
certain accruals associated with completed sites, and £61.4 million (2015: £83.8 million) of repayable grants. 

Land creditors (included within trade payables) are due as follows:  
£ million  2016 2015

Due within one year 266.3 342.7

Due in more than one year  333.5 287.1

 599.8 629.8

 

Land creditors are denominated as follows:  
£ million 2016 2015

Sterling 577.4 622.5

Euros 22.4 7.3

 599.8 629.8

Land creditors of £276.2 million (2015: £334.8 million) are secured against land acquired for development, or supported by bond or guarantee.  

19. Financial instruments and fair value disclosures 

Capital management  

The Group’s policy is to maintain a strong credit rating for the business and to have an appropriate funding structure. Shareholders’ equity and long term 
debt are used to finance property, plant and equipment and the medium to long term inventories. Revolving credit facilities are used to fund net current 
assets including development and construction costs. The Group’s financing facilities contain the usual financial covenants including minimum interest 
cover and maximum gearing. The Group met these requirements throughout the year. 

Financial assets and financial liabilities 

Categories of financial assets and financial liabilities are as follows: 

Carrying value Fair value 

Financial assets  
£ million 

Fair value 
hierarchy

31 December 
2016 

31 December 
2015 

31 December 
2016

31 December 
2015

Cash and cash equivalents b 450.2 323.3 450.2 323.3

Land receivables b 24.1 17.8 24.1 17.8

Trade and other receivables b 44.6 64.8 44.6 64.8

Mortgage receivables a 78.0 94.6 78.0 94.6

 596.9 500.5 596.9 500.5

(a) Mortgage receivables relate to sales incentives including shared equity loans which are separated into a loan receivable and a non-closely related embedded derivative asset. The 
embedded derivative is measured at fair value through profit and loss. The fair value of the derivative is established based on a publicly available national house price index, being 
significant other observable inputs (level 2). 

(b) The Directors consider the carrying amounts of financial assets and financial liabilities recorded at amortised costs in the consolidated financial statements approximate their fair value. 

No financial assets are past due and as such have not been impaired. 

Land receivables and trade and other receivables are included in the balance sheet as trade and other receivables for current and non-current amounts. 

Current and non-current trade and other receivables, as disclosed in Note 16, include £31.9 million (2015: £32.2 million) of non-financial assets. 
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19. Financial instruments and fair value disclosures continued 

 Carrying value Fair value 

Financial liabilities  
£ million 

Fair value 
hierarchy

31 December 
2016 

31 December 
2015 

31 December 
2016

31 December 
2015

Overdrafts, bank and other loans b 85.5 100.0 85.5 100.0

Land creditors b 599.8 629.8 599.8 629.8

Trade and other payables b 677.9 711.1 677.9 711.1

 1,363.2 1,440.9 1,363.2 1,440.9

Land creditors are included in the balance sheet as trade and other payables for current and non-current amounts. Current and non-current trade and 
other payables, as disclosed in Note 18, include £152.9 million (2015: £154.5 million) of non-financial liabilities.  

The Group has designated the carrying value of €54.0 million of foreign currency borrowings (2015: €34.0 million foreign currency forward contracts) as a 
net investment hedge. The fair value of the forward contract is based on observable forward exchange rates at the end of the period taking into account 
any adjustment required for credit risk (level 2). 

The Group has no financial instruments with fair values that are determined by reference to significant unobservable inputs (level 3), nor have there been 
any transfers of assets or liabilities between levels of the fair value hierarchy. There are no non-recurring fair value measurements. 

The Group has the following types of derivatives: 

2016  
Notional 
amount 

2016 
Weighted 

average fixed 

2015 
Notional 
amount

2015 
Weighted 

average fixed

Designated as hedging instruments:   

Currency forward contract to sell € against £ – – €34.0m n/a

In addition, forward contracts have been entered into to hedge transaction risks on intra-Group loans to buy/(sell) against Sterling: €47.5 million and 
C$(0.4) million (2015: €5.3 million and C$(0.6) million). The fair value of the forward contracts are not materially different to their book value as they were 
entered into on or near 31 December in each year and mature less than one month later, hence the value of the derivative is negligible. 

Market risk 

The Group’s activities expose it to the financial risks of changes in both foreign currency exchange rates and interest rates. The Group aims to manage 
the exposure to these risks by the use of fixed or variable rate borrowings, foreign currency borrowings and derivative financial instruments. 

(a) Interest rate risk management  

The Group is exposed to interest rate risk as the Group borrows funds at variable interest rates. The exposure to variable rate borrowings fluctuates 
during the year due to the seasonal nature of cash flows relating to housing sales and the less certain timing of land payments. Group policy is to manage 
the volatility risk by a combination of fixed rate borrowings and interest rate swaps such that the sensitivity to potential changes in variable rates is within 
acceptable levels. Group policy does not allow the use of derivatives to speculate against changes to future interest rates and they are only used to 
manage exposure to volatility. This policy has not changed during the year. 

In order to measure the risk, variable rate borrowings and the expected interest cost for the year are forecast on a monthly basis and compared to budget 
using management’s expectations of a reasonably possible change in interest rates. Interest expense volatility remained within acceptable limits 
throughout the year.  

Interest rate sensitivity 

The effect on both income and equity, based on exposure to non-derivative floating rate instruments at the balance sheet date, is shown in the table 
below. The Group issued €100 million fixed rate loan notes during 2016 and does not currently have any outstanding interest rate derivatives.  

The table assumes all other variables remain constant in accordance with IFRS 7. 

0.25% increase in interest rates  
£ million 

Sensitivity 
income  

2016 

Sensitivity 
equity 

2016 

Sensitivity 
income 

2015

Sensitivity 
equity 
2015

Derivatives – – – –

Non-derivatives  1.1 1.1 0.6 0.6

 1.1 1.1 0.6 0.6

 

0.25% decrease in interest rates  
£ million 

Sensitivity 
income  

2016 

Sensitivity 
equity 

2016 

Sensitivity 
income 

2015

Sensitivity 
equity 
2015

Derivatives – – – –

Non-derivatives  (1.1) (1.1) (0.6) (0.6)

 (1.1) (1.1) (0.6) (0.6)
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19. Financial instruments and fair value disclosures continued 

(b) Foreign currency risk management 

The Group’s overseas activities expose it to the financial risks of changes in foreign currency exchange rates. Its Spanish subsidiary is the only foreign 
operation of the Group.  

The Group is not materially exposed to transaction risks as all Group companies conduct their business in their respective functional currencies.  
Group policy requires that transaction risks are hedged to the functional currency of the subsidiary using foreign currency borrowings or derivatives  
where appropriate.  

The Group is also exposed to the translation risk from accounting for both the income and the net investment held in a functional currency other than 
Sterling. The net investment risk may be hedged using foreign currency borrowings and derivatives. Assets and liabilities denominated in non-functional 
currencies are retranslated each month using the latest exchange rates. Income is also measured monthly using the latest exchange rates and compared 
to a budget held at historical exchange rates. Other than the natural hedge provided by foreign currency borrowings, the translation risk of income is not 
hedged using derivatives. The policy is kept under periodic review. 

The Group’s exposure to foreign currency risk has changed in the year as a result of the €100 million 2.02% loan notes issued during 2016, to manage 
the exposure to movements in the net assets of the Spanish operation as a result of fluctuations in the Euro exchange rate against Sterling. Previously this 
was done using foreign currency forward contracts. 

Hedge accounting 

Hedging activities are evaluated periodically to ensure that they are in line with Group policy. During 2016 foreign currency borrowings replaced forward 
contracts as the designated financial instrument to hedge the net investment risk in the Spanish operations.  

The Group has designated the carrying value of €54.0 million of foreign currency borrowings (2015: €34.0 million foreign currency forward contracts) held 
at the balance sheet date as a net investment hedge of part of the Group’s investment in Euro denominated assets.  

The change in the carrying amount of the derivatives which were effective hedging instruments, and the change in the carrying value of the borrowings, 
offset the exchange movement on the foreign currency net investments and are presented in the Statement of Other Comprehensive Income.  

Foreign currency sensitivity 

The Group is exposed to the Euro due to its Spanish operations. The following table details how the Group’s income and equity would increase/(decrease) 
on a before tax basis following a 15% change in the currency’s value against Sterling, and in accordance with IFRS 7, all other variables remaining constant.  

The 15% change represents a reasonably possible change in the specified Euro exchange rates in relation to Sterling. 

£ million  

Income 
sensitivity 

2016 

Equity 
sensitivity 

2016 

Income 
sensitivity 

2015

Equity 
sensitivity 

2015

Euro weakens against Sterling 1.0 5.1 (0.9) (2.4)

Euro strengthens against Sterling (1.3) (6.8) 1.2 3.3

Credit risk 

Credit risk is the risk of financial loss where counterparties are not able to meet their obligations.  

Group policy is that surplus cash, when not used to repay borrowings, is placed on deposit with the Group’s main relationship banks and with other banks 
or money market funds based on a minimum credit rating and maximum exposure. There is no significant concentration of risk to any single counterparty. 

Land receivables arise from sales of surplus land on deferred terms. A policy is in place such that, if the credit risk is not acceptable, then the deferred 
payment must have adequate security, either by the use of an appropriate guarantee or a charge over the land. The fair value of any land held as security 
is considered by management to be sufficient in relation to the carrying amount of the receivable to which it relates. 

Trade and other receivables comprise mainly amounts receivable from various housing associations and other house builders. Management consider that 
the credit quality of the various receivables is good in respect of the amounts outstanding and therefore credit risk is considered to be low. There is no 
significant concentration of risk.  

Mortgage receivables, including shared equity loans, are in connection with the various historical promotion schemes to support sales on a selective 
basis. The mortgages are secured by a second charge over the property and are held at amortised cost. The non-closely related embedded derivative 
related to shared equity is held at fair value. 

The carrying amount of financial assets, as detailed above, represents the Group’s maximum exposure to credit risk at the reporting date assuming that 
any security held has no value.  

Liquidity risk 

Liquidity risk is the risk that the Group does not have sufficient financial resources available to meet its obligations as they fall due. The Group manages 
liquidity risk by continuously monitoring forecast and actual cash flows, matching the expected cash flow timings of financial assets and liabilities with  
the use of cash and cash equivalents, borrowings, overdrafts and committed revolving credit facilities with a minimum of 12 months to maturity. Future 
borrowing requirements are forecast on a monthly basis and funding headroom is maintained above forecast peak requirements to meet unforeseen 
events. The Group borrowings have a range of maturities with an average life of 3.6 years (2015: 4.0 years).  
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19. Financial instruments and fair value disclosures continued 

In addition to fixed term borrowings, the Group has access to committed revolving credit facilities and cash balances. At the balance sheet date, the  
total unused committed amount was £550.0 million (2015: £550.0 million) and cash and cash equivalents were £450.2 million (2015: £323.3 million). 

On 28 June 2016 the Group issued €100 million loan notes at a fixed rate of 2.02% maturing 28 June 2023 and in November 2016 pre-paid the  
£100.0 million term loan maturing in November 2020. 

The maturity profile of the anticipated future cash flows, including interest using the latest applicable relevant rate based on the earliest date on which  
the Group can be required to pay financial liabilities on an undiscounted basis, is as follows:  

Financial liabilities  
£ million 

Overdrafts, 
bank and 

other loans
Land  

creditors 

Trade and 
other 

payables*

Currency 
forward 

contracts Total

On demand – – – – –

Within one year 1.7 286.4 577.1 0.3 865.5

More than one year and less than two years 1.7 178.7 45.8 – 226.2

More than two years and less than five years 5.2 143.0 43.9 – 192.1

In more than five years 88.0 21.3 10.8 – 120.1

31 December 2016 96.6 629.4 677.6 0.3 1,403.9

*  Excludes land creditors. 

 

Financial liabilities  
£ million 

Overdrafts, 
bank and 

other loans
Land  

creditors 

Trade and 
other 

payables*

Currency 
forward 

contracts Total

On demand – – – – –

Within one year 5.0 355.7 625.8 28.6 1,015.1

More than one year and less than two years 29.8 166.0 42.7 – 238.5

More than two years and less than five years 82.0 126.7 33.7 – 242.4

In more than five years – 12.2 9.0 – 21.2

31 December 2015 116.8 660.6 711.2 28.6 1,517.2

*  Excludes land creditors. 

Lease commitments are disclosed in Note 28. 
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20. Retirement benefit obligations 

Retirement benefit obligations comprise a defined benefit pension liability of £232.7 million (2015: £177.1 million) and a post-retirement healthcare liability 
of £1.4 million (2015: £1.3 million). 

The Group operates the Taylor Wimpey Pension Scheme (TWPS), a defined benefit pension scheme, which is closed to both new members and to  
future accrual. The Group also operates defined contribution pension arrangements in the UK, which are available to new and existing UK employees. 

Defined contribution pension plan 

A defined contribution plan is a pension plan under which the Group pays contributions to an independently administered fund – such contributions are 
based upon a fixed percentage of employees’ pay. The Group has no legal or constructive obligations to pay further contributions to the fund once the 
contributions have been paid. Members’ benefits are determined by the amount of contributions paid by the Group and the member, together with 
investment returns earned on the contributions arising from the performance of each individual’s chosen investments and the type of pension the member 
chooses to buy at retirement. As a result, actuarial risk (that benefits will be lower than expected) and investment risk (that assets invested in will not 
perform in line with expectations) fall on the employee.  

The contributions are recognised as an employee benefit expense when they are due. Prepaid contributions are recognised as an asset to the extent  
that a cash refund or a reduction in the future payments is available. 

The Group’s defined contribution plan, the Taylor Wimpey Personal Choice Plan (TWPCP), is offered to all new and existing monthly paid employees.  
The People’s Pension is used for auto enrolment purposes for weekly and monthly employees not participating in the TWPCP. The People’s Pension  
is provided by B&CE, one of the UK’s largest providers of financial benefits to construction industry employers and individuals. 

The Group made contributions to its defined contribution arrangements of £10.6 million in 2016 (2015: £10.0 million), which is included in the income 
statement charge. The Group expects to make contributions of around £10.7 million in 2017. 

Defined benefit pension schemes 

The Group’s defined benefit pension scheme in the UK is the TWPS. The TWPS is a funded defined benefit pension scheme which provides benefits to 
beneficiaries in the form of a guaranteed level of pension payable for life. The level of benefits provided depends on members’ length of service and their 
salary in the final years leading up to retirement or date of ceasing active accrual if earlier. Pension payments are generally increased in line with inflation.  

The Group operates the TWPS under the UK regulatory framework. Benefits are paid to members from a Trustee-administered fund and the Trustees  
are responsible for ensuring that the scheme is sufficiently funded to meet current and future benefit payments. Scheme assets are held in trust.  

The TWPS Trustees’ other duties include managing the investment of scheme assets, administration of scheme benefits and exercising of discretionary 
powers. The Group works closely with the Trustees to manage the TWPS. The Trustees of the TWPS owe fiduciary duties to the TWPS’ beneficiaries. 
The appointment of the Trustees is determined by the TWPS trust documentation.  

The Trustees must agree a funding plan with the Group such that any funding shortfall is expected to be met by additional contributions and investment 
outperformance. In order to assess the level of contributions required, triennial valuations are carried out using prudent assumptions. The first funding 
valuation of the TWPS was performed during 2014, with an effective date of 31 December 2013. Subsequently, the Group agreed to make contributions 
of £18.0 million in 2016, including reimbursement of administrative costs of the scheme. Contributions to the TWPS pension scheme are not considered 
to be significant enough to negatively impact future cash flows of the Group. The next triennial valuation is currently being undertaken with an effective 
date of 31 December 2016. 

In 2013, the Group introduced a £100.0 million Pension Funding Partnership utilising show homes, as well as seven offices which are owned, in a sale 
and leaseback structure. This provides an additional £5.1 million of annual funding for the TWPS. The assets held within this scheme do not affect the  
IAS 19 figures as they remain assets of the Group, and are not assets of the TWPS. As at 31 December 2016, there was £101.4 million of property and  
£9.6 million of cash held within the structure (2015: £91.1 million of property and £19.9 million of cash). 

The Group continues to work closely with the Trustees in managing the pension exposure. 
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20. Retirement benefit obligations continued 

The table below sets out the details of the funding valuations for the TWPS, carried out in September 2014, with reference to the position at  
31 December 2013.  

Assumptions  TWPS

RPI inflation 3.40%

Discount rate – pre/post-retirement 6.05%/4.05%

General pay inflation n/a

Real pension increases 0.00%

  

Valuation results TWPS

Market value of assets £1,921m

Past service liabilities £2,112m

Scheme funding levels 91%

Deficit repair contributions (per annum) £16.0m

Period of payment Until November 2018

The defined benefit obligation is measured using the projected unit actuarial cost method. 

The duration, or average term to payment for the benefits due, weighted by liability, is approximately 15 years for the TWPS. 

Accounting assumptions 

The assumptions used in calculating the accounting costs and obligations of the TWPS, as detailed below, are set by the Directors after consultation with 
independent, professionally qualified actuaries. The basis for these assumptions is prescribed by IAS 19 and they do not reflect the assumptions that may 
be used in future funding valuations of the TWPS.  

The discount rate used to determine the present value of the obligations is set by reference to market yields on high-quality corporate bonds with regard 
for the duration of the TWPS. The assumption for RPI inflation is set by reference to the Bank of England’s implied inflation curve with regard for the 
duration of the TWPS, with appropriate adjustments to reflect distortions due to supply and demand for inflation-linked securities. CPI inflation is set by 
reference to RPI inflation as no CPI-linked bonds exist to render implied CPI inflation directly observable. 

The life expectancies have been derived using mortality assumptions that were based on the results of a recent investigation into the mortality experience 
of the scheme. The base tables used for 2016 was the S2NXA tables with CMI_2015 improvements and 1.25% trend rate, including actual 2013 to 2015 
death data. For 2015 the S2NXA tables with CMI_2013 improvements and 1.25% trend rate was used.  

 TWPS 

Accounting valuation assumptions 2016 2015

As at 31 December: 

Discount rate for scheme liabilities 2.70% 3.70%

General pay inflation n/a n/a

Deferred pension increases 2.25% 1.95%

Pension increases 2.15%-3.70% 2.05%-3.55%
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20. Retirement benefit obligations continued  

The current life expectancies (in years) underlying the value of the accrued liabilities for the TWPS are: 

2016 2015 

Life expectancy  Male Female Male Female

Member currently aged 65 87 89 88 90

Member currently aged 45 89 91 89 92

The pension liability is the difference between the scheme assets and liabilities. The liability is sensitive to the assumptions used. The table below shows 
the impact to the liability of movement in key assumptions, measured using the same method as the defined benefit scheme. 

Assumption Change in assumption Impact on defined benefit obligation Impact on defined benefit obligation (%)

Discount rate Decrease by 0.1% p.a. Increase by £41m 1.7

Rate of inflation* Increase by 0.1% p.a. Increase by £29m 1.2

Life expectancy Members live 1 year longer Increase by £125m 5.3

* Assumed to affect deferred revaluation and pensioner increases in payment. 

The sensitivity of increasing life expectancy has been reduced by a medically underwritten buy-in. See the section on additional areas of risk management 
at the end of this note.  

The fair value of the assets of the TWPS is set out below: 

  £ million

Percentage of 
total scheme 

assets held

At 31 December 2016    

Assets:    

Equities    188.0 8.8%

Corporate bonds    583.5 27.3%

Fixed-index Government bonds    778.3 36.4%

Index-linked Government bonds    1,108.7 51.9%

Hedge funds    289.0 13.5%

Property    53.8 2.5%

Other(a)    (1,280.0) (59.9)%

Cash    163.1 7.7%

Insurance policies in respect of certain members    251.7 11.8%

    2,136.1 100.0%

    

At 31 December 2015    

Assets:    

Equities    753.0 39.9%

Corporate bonds    470.3 24.9%

Fixed-index Government bonds    467.8 24.8%

Index-linked Government bonds    542.0 28.6%

Hedge funds    118.4 6.2%

Property    45.6 2.4%

Other(a)    (820.4) (43.4)%

Cash    76.8 4.1%

Insurance policies in respect of certain members    235.6 12.5%

    1,889.1 100.0%

(a) Consists of repurchase agreements of £1,147.7 million (2015: £737.0 million) and other financial derivatives (swaps, futures and forwards on equities and bonds) of £132.3 million 
(2015: £83.4 million). These are used to hedge against movements in scheme assets in order to reduce the volatility of the scheme deficit. 

There are no investments in respect of the Group’s own securities. 
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20. Retirement benefit obligations continued  

The table below details the movements in the TWPS pension liability and assets recorded through the income statement and other comprehensive income. 

£ million   
Present value 
of obligation 

Fair value 
of scheme 

assets

Asset/(liability) 
recognised on 
balance sheet

At 1 January 2016   (2,066.2) 1,889.1 (177.1)

Current service cost   – – –

Administration expenses   – (3.3) (3.3)

Interest (expense)/income   (74.4) 68.3 (6.1)

Total amount recognised in income statement   (74.4) 65.0 (9.4)

Return on scheme assets not included in income statement   – 271.7 271.7

Change in demographic assumptions   71.2 – 71.2

Change in financial assumptions   (431.4) – (431.4)

Experience gains    19.2 – 19.2

Total remeasurements in other comprehensive income   (341.0) 271.7 (69.3)

Employer contributions   – 23.1 23.1

Employee contributions   – – –

Benefit payments   112.8 (112.8) –

At 31 December 2016   (2,368.8) 2,136.1 (232.7)

      

£ million  
Present value 
of obligation 

Fair value 
of scheme 

assets

Asset/(liability) 
recognised on 
balance sheet

At 1 January 2015   (2,186.2) 2,003.8 (182.4)

Current service cost   – – –

Administration expenses   – (3.2) (3.2)

Interest (expense)/income   (74.3) 68.3 (6.0)

Total amount recognised in income statement   (74.3) 65.1 (9.2)

Return on scheme assets not included in income statement   – (72.5) (72.5)

Change in demographic assumptions   – – –

Change in financial assumptions   49.2 – 49.2

Experience gains   14.7 – 14.7

Total remeasurements in other comprehensive income   63.9 (72.5) (8.6)

Employer contributions   – 23.1 23.1

Employee contributions   – – –

Benefit payments   130.4 (130.4) –

At 31 December 2015   (2,066.2) 1,889.1 (177.1)

Risks and risk management 

The TWPS, in common with the majority of such defined benefit pension schemes in the UK, has a number of areas of risk. These areas of risk, and the 
ways in which the Group has sought to manage them, are set out in the table on page 135. 

The risks are considered from both a funding perspective, which drives the cash commitments of the Group, and from an accounting perspective, i.e. the 
extent to which such risks affect the amounts recorded in the Group’s financial statements. 

Although investment decisions in the UK are the responsibility of the Trustees, the Group takes an active interest to ensure that pension scheme risks are 
managed efficiently. The Group has regular meetings with the Trustees to discuss investment performance, regulatory changes and proposals to actively 
manage the deficit. 
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20. Retirement benefit obligations continued  

The key risks of the defined benefit pension scheme are detailed below along with the Group’s approach to them. 

Risk Description 

Asset volatility The TWPS undertook a strategic asset allocation review at the end of 2015, with the aim of increasing investment returns whilst 
decreasing overall risk. This was implemented over the course of 2016 and involved: 

Increasing the hedging strategies to further minimise risk to the deficit from changes in interest rates and inflation. 

Transitioning the TWPS’ physical equities to synthetic, risk-managed equity exposure that combines a volatility-targeting mechanism 
with put option downside protection.  

Investing into a pooled fund of “diversified risk premia” with a view to broadening exposure to a range of less-correlated risk premia 
to reduce reliance on equity markets for closing the deficit.  

With these changes, the funding level is now expected to be less volatile than previously. However, there is still some risk persistent in 
the TWPS’ assets, which could potentially result in short term cash requirements and an increase in the net defined benefit liability 
recorded on the balance sheet. 

In addition to the investments outlined above, the TWPS’ strategy is well diversified through its exposure to a range of asset classes, 
including commercial real estate debt, direct lending bonds, hedge funds, government bonds and a broad spectrum of corporate 
bonds and other fixed income exposures. 

Furthermore, there are a number of hedging strategies in place (these are mentioned below). TWPS does not target a specific asset 
allocation but instead bases its strategic asset allocation on the return objectives and risk constraints agreed upon by the Trustees. 

Changes in 
bond yields 

Falling bond yields tend to increase the funding and accounting liabilities. However, the investment in corporate and government bonds 
offers a degree of matching, i.e. the movement in assets arising from changes in bond yields partially matches the movement in the 
funding or accounting liabilities. In this way, the exposure to movements in bond yields is reduced. 

Investing  
in foreign 
currency 

In order to maintain appropriate diversification of investments within the TWPS’ assets and to take advantage of overseas investment 
returns, a proportion of the underlying investment portfolio is invested overseas. To balance the risk of investing in foreign currencies 
while having an obligation to settle benefits in Sterling, a currency hedging programme, using forward foreign exchange contracts, has 
been put in place to reduce the currency exposure of these overseas investments to the targeted level. 

Asset/liability 
mismatch 

In order to manage the TWPS’ economic exposure to interest rates and inflation rates, a liability hedging programme has been put in 
place. Derivatives are being used to hedge changes in TWPS’ funding level from changes in its liabilities in an unfunded way, 
substantially reducing asset/liability mismatch risk. 

Illiquidity Insurance policies, real estate and illiquid debt (which include commercial real estate debt and direct lending bonds) make up  
£387 million (18%) of the asset portfolio of TWPS. Excluding these amounts, approximately 74% of assets are managed either in 
segregated accounts or daily/weekly dealt pooled funds and can therefore be realised within a few business days under normal market 
conditions. Of the remaining investments, a further 20% are in pooled funds with monthly redemption dates. The remainder of 6% could 
be redeemed within approximately three months of notification in normal market conditions. 

Life 
expectancy 

The majority of the TWPS’ obligations are to provide a pension for the life of the member on retirement, so increases in life expectancy 
will result in an increase in the TWPS’ liabilities. The inflation-linked nature of the majority of benefit payments from the TWPS increases 
the sensitivity of the liabilities to changes in life expectancy. 

Additional areas of risk management 

During the last quarter of 2014, the Group reached agreement with Partnership Life Assurance Company Limited to insure the benefits of certain 
members through a medically underwritten buy-in. These members represent the 10% of members with the greatest anticipated liability of the scheme. 
By insuring these members, the Group has removed more than 10% of risk from the scheme by significantly reducing the longevity of a large proportion 
of the liabilities. The Group remains ultimately liable for the payments, and as such the obligation is unchanged; however the medically underwritten 
insurance policy has been recognised as a scheme insured asset.  
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21. Provisions 

£ million  
Housing 

maintenance Restructuring 
North America 

disposal Other Total

At 1 January 2015 0.8 1.0 11.8 27.8 41.4

Additional provision in the year 0.4 – – 3.8 4.2

Utilisation of provision (0.3) (0.4) – (8.2) (8.9)

Released  – (0.3) – (2.4) (2.7)

At 31 December 2015 0.9 0.3 11.8 21.0 34.0

Additional provision in the year 1.9 – – 8.4 10.3

Utilisation of provision (0.2) (0.1) (1.3) (5.6) (7.2)

Released  – – – (4.0) (4.0)

At 31 December 2016 2.6 0.2 10.5 19.8 33.1

 

£ million  2016 2015

Current  28.0 31.1

Non-current 5.1 2.9

31 December  33.1 34.0

Other provisions consist of a remedial work provision, provisions for legal claims, onerous leases and other contract-related costs. The remedial work 
provision covers various obligations, including aftercare of our Oxley Woods development. Also included in other provisions are amounts for legal claims 
and contract-related costs associated with various matters arising across the Group, the majority of which are anticipated to be settled within a three year 
period; however there is some uncertainty regarding the timing of these outflows due to the nature of the claims and the length of time it can take to reach 
settlement. Onerous leases and vacant property costs included in this provision are expected to be utilised within approximately five years.  

22. Share capital 

£ million  2016 2015

Authorised: 

22,200,819,176 (2015: 22,200,819,176) ordinary shares of 1p each  222.0 222.0

1,158,299,201 (2015: 1,158,299,201) deferred ordinary shares of 24p each  278.0 278.0

 500.0 500.0

 

 Number of shares £ million

Issued and fully paid: 

31 December 2015 3,258,633,430 288.3

Ordinary shares issued in the year  11,638,672 0.1

31 December 2016 3,270,272,102 288.4

During the year the Company issued an additional 11.6 million ordinary shares in order to satisfy option exercises. 

During the year, options were exercised over 12,813,881 ordinary shares (2015: 16,064,888) the majority of which were met from new issues of  
share capital with the balance being met from our holding of shares in our Employee Share Ownership Trusts (ESOTs) at varying prices from nil pence  
to 159.12 pence per share. Under the Group’s executive share option plans, employees held options at 31 December 2016 to purchase up to  
108,109 shares, subject to achievement of performance tests (2015: 153,600) at a price of 39.34 pence per share nominally exercisable up to  
7 August 2019. Under the Group’s performance share plan, employees held conditional awards at 31 December 2016 in respect of up to 17,088,352 
shares, subject to achievement of performance tests (2015: 17,119,676) at nil pence per share nominally exercisable up to 3 September 2019. 

Under the Group’s savings-related share option schemes, employees held options at 31 December 2016 to purchase 19,235,549 shares (2015: 
22,590,040) at prices between 24.04 pence and 159.12 pence per share exercisable up to 31 May 2022. Under the Group’s share purchase plan, 
employees held conditional awards at 31 December 2016 in respect of 5,571,219 shares (2015: 5,830,072) at nil pence per share. 

  



137

taylorwimpey.co.uk

 

23. Share premium account 

£ million    2016 2015

At 1 January and 31 December    762.9 762.9

24. Reserves 

£ million  
Retained 
earnings 

Capital 
redemption 

reserve 
Translation 

reserve Other
Total other 

reserves 

Balance at 1 January 2015 1,451.9 31.5 5.5 4.9 41.9

Exchange differences on translation of foreign operations – – (1.5) – (1.5)

Movement in fair value of hedging derivatives and loans – – 1.5 – 1.5

Actuarial loss on defined benefit pension schemes  (8.6) – – – –

Deferred tax charge on defined benefit movement  (0.7) – – – –

Cash cost of satisfying share options  (7.2) – – – –

Share-based payment credit  7.3 – – – –

Tax credit on items taken directly to statement of changes in equity 8.3 – – – –

Dividends approved and paid (308.4) – – – –

Profit for the year 490.1 – – – –

Balance at 31 December 2015 1,632.7 31.5 5.5 4.9 41.9

Exchange differences on translation of foreign operations – – 6.3 – 6.3

Movement in fair value of hedging derivatives and loans – – (5.0) – (5.0)

Actuarial loss on defined benefit pension schemes (69.3) – – – –

Deferred tax credit on defined benefit movement 10.7 – – – –

Cash cost of satisfying share options 0.7 – – – –

Share-based payment credit 9.8 – – – –

Tax charge on items taken directly to statement of changes in equity (0.7) – – – –

Dividends approved and paid (355.9) – – – –

Profit for the year  589.3 – – – –

Balance at 31 December 2016 1,817.3 31.5 6.8 4.9 43.2

Other reserves 

Capital redemption reserve 

The capital redemption reserve arose on the historical redemption of Parent Company shares, and is not distributable. 

Translation reserve 

The translation reserve consists of exchange differences arising on the translation of overseas operations. It also includes changes in fair values of hedging 
derivatives where such instruments are designated and effective as hedges of investment in overseas operations.  

Other reserve 

The Group issued 57.9 million of warrants with a fair value of £5.5 million in 2009 as part of its debt refinancing agreement. The full cost of the warrants 
was recognised in the other reserve on their issuance. 

25. Own shares 

£ million   

Balance at 1 January 2015 10.8

Shares acquired  2.0

Disposed of on exercise of options (9.6)

Balance at 31 December 2015 3.2

Shares acquired  10.6

Disposed of on exercise of options (1.6)

Balance at 31 December 2016 12.2
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25. Own shares continued 

The own shares reserve represents the cost of shares in Taylor Wimpey plc purchased in the market, those held as treasury shares and those held by the 
Taylor Wimpey Employee Share Ownership Trusts to satisfy options and conditional share awards under the Group’s share plans.  

 
2016 

Number
2015 

Number

Ordinary shares held in trust for bonus, option and performance award plans 10.2m 4.3m

Employee Share Ownership Trusts (ESOTs) are used to hold the Company’s shares which have been acquired on the market. These shares are used  
to meet the valid exercise of options and/or vesting of conditional awards and/or award of shares under the Executive Incentive Scheme, Bonus Deferral 
Plan, Performance Share Plan, Executive Share Option Scheme, Savings-Related Share Option Scheme and the matching award of shares under the 
Share Purchase Plan.  

During the year, Taylor Wimpey plc purchased £10.6 million of its own shares which are held in the ESOTs (2015: £2.0 million). 

The ESOTs’ entire holding of shares at 31 December 2016, aggregating 10.2 million shares (2015: 4.3 million), was covered by outstanding options and 
conditional awards over shares at that date. 

26. Notes to the cash flow statement 

£ million  2016 2015

Profit on ordinary activities before finance costs 762.6 631.5

Adjustments for: 

Depreciation of buildings, plant and equipment 2.1 2.0

Net addition of inventory write-downs 0.5 0.6

Amortisation of software development 1.2 1.3

Pension contributions in excess of charge to the income statement (20.1) (19.9)

Share-based payment charge 9.8 7.3

Profit on disposal of property, plant and equipment (0.3) (0.5)

Decrease in provisions (0.9) (7.4)

Operating cash flows before movements in working capital 754.9 614.9

Increase in inventories (113.3) (269.1)

Decrease in receivables 42.3 13.0

(Decrease)/increase in payables (61.7) 68.1

Cash generated by operations 622.2 426.9

Income taxes paid (71.0) (5.5)

Interest paid (13.5) (14.5)

Net cash from operating activities 537.7 406.9

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise cash at bank and other short term 
highly liquid investments with an original maturity of three months or less. 

Movement in net cash/(debt) 

£ million  

Cash and 
cash 

equivalents

Overdrafts, 
banks and 

other loans Total net

Balance 1 January 2015 212.8 (100.0) 112.8

Cash flow 109.5 – 109.5

Foreign exchange 1.0 – 1.0

Balance 31 December 2015 323.3 (100.0) 223.3

Net cash flow 130.5 17.0 147.5

Foreign exchange (3.6) (2.5) (6.1)

Balance 31 December 2016 450.2 (85.5) 364.7
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27. Contingent liabilities and capital commitments  

General 

The Group in the normal course of business has given guarantees and entered into counter-indemnities in respect of bonds relating to the Group’s  
own contracts and given guarantees in respect of the Group’s share of certain contractual obligations of joint ventures.  

The Group has entered into counter-indemnities in the normal course of business in respect of performance bonds.  

Provision is made for the Directors’ best estimate of all known legal claims and all legal actions in progress. The Group takes legal advice as to the 
likelihood of success of claims and actions and no provision is made where the Directors consider, based on that advice, that the action is unlikely  
to succeed.  

The Group has no material capital commitments as at 31 December 2016 (2015: none). 

28. Operating lease arrangements 

The Group as lessee 

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under non-cancellable operating leases for 
offices and equipment, which fall due as follows: 

£ million  2016 2015

Within one year 6.1 5.6

In more than one year but not more than five years 14.5 9.6

After five years 2.6 0.8

 23.2 16.0

29. Share-based payments 

Equity-settled share option plan 

Details of all equity-settled share-based payment arrangements in existence during the year are set out in the Remuneration Report on pages 78 to 96. 

2016 2015 

Schemes requiring consideration from participants: Options 

Weighted 
average 

exercise price 
(in £) Options

Weighted 
average 

exercise price 
(in £)

Outstanding at beginning of year 28,573,712 0.76 34,126,334 0.46

Granted during the year 6,891,621 1.31 5,310,398 1.59

Lapsed during the year (1,068,195) 1.08 (1,455,884) 0.23

Exercised during the year (8,163,074) 0.45 (8,928,412) 0.30

Cancellations during the year  (1,319,187) 1.44 (478,724) 0.87

Outstanding at the end of the year 24,914,877 0.84 28,573,712 0.76

Exercisable at the end of the year 5,335,117 0.17 5,405,996 0.37

The table above includes shares which are granted to employees on a matching basis. When the employee joins the scheme, purchased shares are 
matched on a 1:1 basis. 5,571,219 of these awards, which do not expire, were in issue at 31 December 2016 (2015: 5,830,072). The remaining options 
outstanding at 31 December 2016 had a range of exercise prices from £0.24 to £1.59 (2015: £0.23 to £1.59) and a weighted average remaining 
contractual life of 1.08 years (2015: 1.14 years).  

2016 2015 

Schemes not requiring consideration from participants: Options  

Weighted 
average 

exercise price 
(in £) Options 

Weighted 
average 

exercise price 
(in £)

Outstanding at beginning of year 17,119,676 – 16,706,261 –

Granted during the year 6,780,661 – 8,112,869 –

Lapsed during the year (2,156,563) – (562,978) –

Exercised during the year (4,650,807) – (7,136,476) –

Cancellations during the year  (4,615) – – –

Outstanding at the end of the year 17,088,352 – 17,119,676 –

Exercisable at the end of the year – – – –

These conditional awards outstanding at 31 December 2016 had a weighted average remaining contractual life of 0.9 years (2015: 1.9 years). 

The average share price at the date of exercise across all options exercised during the period was £1.70 (2015: £1.53). 
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29. Share-based payments continued 

For share plans with no market conditions granted during the current and preceding year, the fair value of the awards at the grant date was determined 
using the Binomial model. The inputs into that model were as follows: 

 2016 2015

Weighted average share price £1.63 £1.74

Weighted average exercise price £0.83 £0.83

Expected volatility 38% 28%

Expected life 3/5 years 3/5 years

Risk free rate 0.1% 0.9%

Expected dividend yield 1.81% 6.0%

The weighted average fair value of share awards granted during the year is £0.95 (2015: £0.27). 

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the expected term. 

For share awards with market conditions granted during the current year, the fair value of the awards was determined using the Monte Carlo simulation 
model. The inputs into that model were as follows: 

 2016 2015

Weighted average share price £1.76 £1.48

Weighted average exercise price Nil Nil

Expected volatility 31% 32%

Expected life 0.8/3 years 0.8/3 years

Risk free rate 0.44% 0.9%

Expected dividend yield 0.0% 0.0%

The weighted average fair value of share options granted during the year is £0.92 (2015: £0.91). 

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the expected term. The expected life used in the 
model is based on historical exercise patterns. 

The Group recognised a total expense of £9.8 million related to equity-settled share-based payment transactions in 2016 (2015: £7.3 million). 

30. Related party transactions  

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not disclosed in this 
note. The pension schemes of the Group are related parties. Arrangements between the Group and its pension schemes are disclosed in Note 20. 
Transactions between the Group and its joint ventures are disclosed below. The Group has loans with joint ventures that are detailed in Note 13.  

The following transactions are all with Taylor Wimpey UK Ltd: 

On 1 November 2014, the Chief Executive was appointed as a non executive director of Travis Perkins plc. During the year, the Group directly purchased 
from Travis Perkins plc goods to the value of £18.4 million (2015: £17.6 million). In addition, indirect purchases through sub-contractors amounted to 
£18.1 million (2015: £17.3 million). Any residual purchases made at a local level are not material to either party. All transactions were completed on an 
arms-length basis. 

The Chief Executive purchased two properties for €278,000 and €356,250 respectively on one of the Group’s Spanish developments under the staff 
discount scheme. The properties were sold on the same terms available to all employees pursuant to the Company’s Staff House purchase scheme and 
the transaction was approved by Shareholders at the Company’s 2016 Annual General Meeting, in accordance with S.190 and S.191 of the Companies 
Act 2006 which relate to substantial property transactions between directors and companies. 

The Group Finance Director purchased a property for £648,964 on one of the Group’s UK developments under the staff discount scheme. The property 
was sold on the same terms available to all employees pursuant to the Company’s Staff House purchase scheme and the transaction was approved by 
Shareholders at the Company’s 2016 Annual General Meeting, in accordance with S.190 and S.191 of the Companies Act 2006 which relate to 
substantial property transactions between directors and companies. 

Trading transactions 

During the year, Group companies’ purchases from joint ventures totalled £nil (2015: £nil) and sales to joint ventures totalled £2.3 million (2015: £19.8 million).  
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30. Related party transactions continued 

Remuneration of key management personnel 

The key management personnel of the Group are the members of the Group Management Team (GMT) as presented on pages 22 to 23. The 
remuneration information for the three Executive Directors is set out in the Remuneration Report on page 90. The aggregate compensation for the other 
eight (2015: seven) members of the GMT is as follows:  

£000 2016 2015

Short term employee benefits 4,867 4,160

Post-employment benefits 326 371

Termination benefits – 221

Total (excluding share-based payments charge) 5,193 4,752

During the year Fergus McConnell retired as Divisional Chairman of the North Division. He was replaced by Daniel McGowan. 

In addition to the amounts above, a share-based payments charge of £1,033,340 (2015: £851,900) related to share options held by members of the GMT. 

31. Dividends 

£ million 2016 2015

Proposed 

Interim dividend 2016: 0.53p (2015: 0.49p) per ordinary share of 1p each 17.3 15.9

Final dividend 2016: 2.29p (2015: 1.18p) per ordinary share of 1p each 74.9 38.6

 92.2 54.5

Amounts recognised as distributions to equity holders 

Paid 

Final dividend 2015: 1.18p (2014: 1.32p) per ordinary share of 1p each 38.5 42.9

Interim dividend 2016: 0.53p (2015: 0.49p) per ordinary share of 1p each 17.3 15.9

Special dividend 2016: 9.20p (2015: 7.68p) per ordinary share of 1p each 300.1 249.6

 355.9 308.4

The Directors recommend a final dividend for the year ended 31 December 2016 of 2.29 pence per share subject to shareholder approval at the  
Annual General Meeting, with an equivalent final dividend charge of c.£74.9 million (2015: £38.6 million). The final dividend will be paid on 19 May 2017  
to all shareholders registered at the close of business on 18 April 2017. 

The Directors additionally recommend a special dividend of c.£300.0 million (2015: c.£300.0 million) subject to shareholder approval at the Annual 
General Meeting. The special dividend will be paid on 14 July 2017 to all shareholders registered at the close of business on 2 June 2017. 

In accordance with IAS 10 ‘Events after the balance sheet date’ the proposed final or special dividends have not been accrued as a liability as at  
31 December 2016.  
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£ million Note 2016 2015

Non-current assets  

Investments in Group undertakings 4 2,394.3 2,447.4

Trade and other receivables  5 3.1 4.6

Deferred tax  – 1.0

  2,397.4 2,453.0

Current assets  

Trade and other receivables 5 2,590.1 2,621.8

Cash and cash equivalents  466.1 306.1

  3,056.2 2,927.9

Current liabilities   

Trade and other payables 6 (1,610.4) (1,684.9)

  (1,610.4) (1,684.9)

Net current assets  1,445.8 1,243.0

Total assets less current liabilities  3,843.2 3,696.0

Non-current liabilities  

Bank and other loans  7 (85.5) (100.0)

Provisions  (0.6) (0.7)

Net assets  3,757.1 3,595.3

  

Equity   

Share capital 8 288.4 288.3

Share premium account 9 762.9 762.9

Own shares 10 (12.2) (3.2)

Other reserves 11 36.0 36.0

Retained earnings 12 2,682.0 2,511.3

Total Equity  3,757.1 3,595.3

As permitted by Section 408 of the Companies Act 2006, Taylor Wimpey plc has not presented its own income statement. The profit of the Company for 
the financial year was £514.8 million (2015: £436.6 million). 

The financial statements were approved by the Board of Directors and authorised for issue on 27 February 2017. They were signed on its behalf by: 

 

  

P REDFERN  

Director 

R MANGOLD 

Director 
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For the year to 31 December 2016  
£ million 

Share 
capital

Share 
premium

Own  
shares 

Other 
reserves 

Retained 
earnings Total

Balance as at 1 January 2016 288.3 762.9 (3.2) 36.0 2,511.3 3,595.3

Profit for the year – – – – 514.8 514.8

Total comprehensive income for the year – – – – 514.8 514.8

New share capital subscribed 0.1 – – – – 0.1

Own shares acquired – – (10.6) – – (10.6)

Utilisation of own shares – – 1.6 – – 1.6

Cash cost of satisfying share options  – – – – 2.0 2.0

Capital contribution on share-based payments  – – – – 9.8 9.8

Dividends approved and paid – – – – (355.9) (355.9)

Total equity 288.4 762.9 (12.2) 36.0 2,682.0 3,757.1

 

For the year to 31 December 2015  

£ million 
Share 
capital

Share 
premium

Own  
shares 

Other 
reserves 

Retained 
earnings Total

Balance as at 1 January 2015 288.3 762.9 (10.8) 34.5 2,382.6 3,457.5

Movement in fair value of hedging derivatives and loans – – – 1.5 – 1.5

Other comprehensive income for the year net of tax – – – 1.5 – 1.5

Profit for the year – – – – 436.6 436.6

Total comprehensive income for the year – – – 1.5 436.6 438.1

New share capital subscribed – – – – – –

Own shares acquired – – (2.0) – – (2.0)

Utilisation of own shares – – 9.6 – – 9.6

Cash cost of satisfying share options  – – – – (6.8) (6.8)

Capital contribution on share-based payments – – – – 7.3 7.3

Dividends approved and paid – – – – (308.4) (308.4)

Total equity 288.3 762.9 (3.2) 36.0 2,511.3 3,595.3



144

Taylor Wimpey plc

Financial Statements 

NOTES TO THE COMPANY FINANCIAL STATEMENTS 
for the year to 31 December 2016 

 

1. Significant accounting policies 

The following accounting policies have been used consistently, unless 
otherwise stated, in dealing with items which are considered material. 

Basis of preparation 

The Company meets the definition of a qualifying entity under FRS 101 
(Financial Reporting Standard 101) issued by the Financial Reporting 
Council. Accordingly these financial statements were prepared in 
accordance with FRS 101 ‘Reduced Disclosure Framework’ as issued by 
the Financial Reporting Council. 

As permitted by FRS 101, the Company has taken advantage of the 
disclosure exemptions available under that standard in relation to share-
based payments, financial instruments, capital management, presentation 
of comparative information in respect of certain assets, presentation of a 
cash flow statement, standards not yet effective, impairment of assets and 
related party transactions. As the Company is a qualifying entity it has also 
applied the exemption from the requirement of IFRS 1 to present an 
opening statement of financial position. 

The principal accounting policies adopted are set out below. 

Going concern 

The Group has prepared forecasts, including certain sensitivities taking into 
account the principal risks identified on pages 42 to 47. Having considered 
these forecasts, the Directors remain of the view that the Group’s financing 
arrangements and capital structure provide both the necessary facilities 
and covenant headroom to enable the Group to conduct its business for  
at least the next 12 months. 

Accordingly, the Company financial statements have been prepared on a 
going concern basis. 

Investments in Group undertakings 

Investments are included in the balance sheet at cost less any provision for 
impairment. The Company assesses investments for impairment whenever 
events or changes in circumstances indicate that the carrying value of an 
investment may not be recoverable. If any such indication of impairment 
exists, the Company makes an estimate of the recoverable amount of  
the investment. If the recoverable amount is less than the value of the 
investment, the investment is considered to be impaired and is written 
down to its recoverable amount. An impairment loss is expensed 
immediately; if the impairment is not considered to be a permanent 
diminution in value, it may reverse in a future period to the extent it is  
no longer considered necessary.  

The Company values its investments in subsidiary holding companies 
based on a comparison between the net assets recoverable by the 
subsidiary company and the investment held. Where the net assets are 
lower than the investment an impairment is recorded. For trading 
subsidiaries, the investment carrying value in the Company is assessed 
against the net present value of the discounted cash flows from the 
subsidiary. 

Borrowing costs 

Capitalised finance costs are held in other receivables and amortised over 
the period of the facility.  

Taxation 

The tax charge represents the sum of the tax currently payable and 
deferred tax. 

Current tax 

The tax currently payable is based on taxable profit for the year. Taxable 
profit differs from profit before tax because it excludes items of income or 
expense that are taxable or deductible in other years and it further excludes 
items that are never taxable or deductible.  

The Company’s liability for current tax is calculated using tax rates that 
have been enacted or substantively enacted by the balance sheet date.  

Any liability or credit in respect of Group relief in lieu of current tax is also 
calculated using corporation tax rates that have been enacted or 
substantively enacted by the balance sheet date unless a different rate 
(including a nil rate) has been agreed within the Group. 

Deferred tax 

Deferred tax is provided in full on temporary differences that result in an 
obligation at the balance sheet date to pay more tax, or a right to pay less 
tax, at a future date, at rates expected to apply when they crystallise based 
on current tax rates and law.  

Deferred tax assets are recognised to the extent that it is regarded as more 
likely than not that they will be recovered. 

Deferred tax is measured on a non-discounted basis using the tax rates 
and laws that have been enacted or substantively enacted at the balance 
sheet date. 

Foreign currencies 

Transactions denominated in foreign currencies are recorded in Sterling at 
actual rates as of the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies at the year end are reported at the rates 
of exchange prevailing at the year end.  

Any gain or loss arising from a change in exchange rates subsequent to 
the date of the transaction is included as an exchange gain or loss in profit 
and loss. Unrealised exchange differences on intercompany long term 
loans and foreign currency borrowings, to the extent that they hedge the 
Company’s investment in overseas investments, are taken to the 
translation reserve. 

Derivative financial instruments and hedge accounting  

The Company uses foreign currency borrowings and currency swaps to 
hedge its investment in overseas operations. Changes in the fair value of 
derivative financial instruments that are designated and effective as hedges 
of investment in overseas operations are recognised directly in other 
comprehensive income and the ineffective portion, if any, is recognised 
immediately in the income statement. The hedged items are adjusted for 
changes in exchange rates, with gains or losses from re-measuring the 
carrying amount being recognised directly in other comprehensive income.  

Share-based payments 

The Company issues equity-settled share-based payments to certain 
employees of its subsidiaries. Equity-settled share-based payments are 
measured at fair value at the grant date. The fair value is expensed on a 
straight-line basis over the vesting period, based on the estimate of shares 
that will eventually vest. The cost of equity-settled share-based payments 
granted to employees of subsidiary companies is borne by the employing 
company, without recharge. As such the Company’s investment in the 
subsidiary is increased by an equivalent amount. 
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1. Significant accounting policies continued 

Provisions 

Provisions are recognised at the Directors’ best estimate when the Company has a present obligation as a result of a past event and it is probable that 
the Company will have to settle the obligation. 

Own shares 

The cost of the Company’s investment in its own shares, which comprise shares held in treasury by the Company and shares held by employee benefit 
trusts for the purpose of funding certain of the Company’s share option plans, is shown as a reduction in shareholders’ equity. 

Dividends paid 

Dividends are charged to the Company’s retained earnings reserve in the period of payment in respect of an interim dividend, and in the period in which 
shareholders’ approval is obtained in respect of the Company’s final dividend. 

2. Particulars of employees 

 
2016 

Number
2015 

Number

Directors 3 3

The Executive Directors received all of their remuneration, as disclosed in the Remuneration Report on pages 78 to 96, from Taylor Wimpey UK Limited. 
This remuneration is reflective of the Directors’ service to the Company and all its subsidiaries. 

3. Auditor’s remuneration 

£ million 2016 2015

Total audit fees 0.1 0.1

Non-audit fees – –

Total 0.1 0.1

A description of other services is included in Note 6 on page 118 to the Group financial statements. 

4. Investments in Group undertakings 

£ million Shares Loans Total

Cost   

1 January 2016 5,258.7 – 5,258.7

Capital contribution relating to share-based payments 9.8 – 9.8

31 December 2016 5,268.5 – 5,268.5

Provision for impairment  

1 January 2016 2,811.3 – 2,811.3

Charge for the year 62.9 – 62.9

31 December 2016 2,874.2 – 2,874.2

Carrying amount   

31 December 2016 2,394.3 – 2,394.3

31 December 2015 2,447.4 – 2,447.4

All investments are unlisted and information about all subsidiaries is listed on pages 148 to 151. 

5. Trade and other receivables 

£ million 2016 2015

Amounts falling due within one year: 

Due from Group undertakings 2,588.5 2,620.4

Other receivables 1.6 1.4

 2,590.1 2,621.8

Amounts falling due in over one year: 

Other receivables 3.1 4.6

Deferred tax – 1.0

 3.1 5.6
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6. Trade and other payables: amounts falling due within one year 

£ million 2016 2015

Due to Group undertakings 1,606.4 1,682.8

Other payables 3.6 1.7

Corporation tax creditor 0.4 0.4

 1,610.4 1,684.9

7. Bank and other loans 

£ million 2016 2015

Other loans 85.5 100.0

Other loans are repayable as follows: 

Amounts due for settlement after one year 85.5 100.0

During the year the £100.0 million variable rate term loan outstanding at 31 December 2015 was fully redeemed without penalty. At 31 December 2016, 
other loans relates to €100.0 million 2.02% Senior Loan Notes.  

8. Share capital 

£ million 2016 2015

Authorised: 

22,200,819,176 (2015: 22,200,819,176) ordinary shares of 1p each  222.0 222.0

1,158,299,201 (2015: 1,158,299,201) deferred ordinary shares of 24p each  278.0 278.0

 500.0 500.0

 

 Number of shares £ million

Issued and fully paid:   

31 December 2015 3,258,633,430 288.3

Ordinary shares issued in the year 11,638,672 0.1

31 December 2016 3,270,272,102 288.4

During the year the Company issued an additional 11.6 million ordinary shares in order to satisfy option exercises. 

During the year, options were exercised over 12,813,881 ordinary shares (2015: 16,064,888) the majority of which were met from new issues of  
share capital with the balance being met from our holding of shares in our Employee Share Ownership Trusts (ESOTs) at varying prices from nil pence  
to 159.12 pence per share. Under the Group’s executive share option plans, employees held options at 31 December 2016 to purchase up to  
108,109 shares, subject to achievement of performance tests (2015: 153,600) at a price of 39.34 pence per share nominally exercisable up to  
7 August 2019. Under the Group’s performance share plan, employees held conditional awards at 31 December 2016 in respect of up to 17,088,352 
shares, subject to achievement of performance tests (2015: 17,119,676) at nil pence per share nominally exercisable up to 3 September 2019. 

Under the Group’s savings-related share option schemes, employees held options at 31 December 2016 to purchase 19,235,549 shares (2015: 
22,590,040) at prices between 24.04 pence and 159.12 pence per share exercisable up to 31 May 2022. Under the Group’s share purchase plan, 
employees held conditional awards at 31 December 2016 in respect of 5,571,219 shares (2015: 5,830,072) at nil pence per share. 

9. Share premium account 

£ million 2016 2015

At 1 January and 31 December 762.9 762.9

10. Own shares 

£ million 2016 2015

Own shares 12.2 3.2

 

These comprise ordinary shares of the Company: Number Number

Shares held in trust for bonus, options and performance award plans 10.2m 4.3m

The market value of the shares at 31 December 2016 was £15.7 million (2015: £8.7 million) and their nominal value was £0.1 million (2015: £0.04 million).  

Dividends on these shares have been waived except for 0.01p per share in respect of the shares held in trust.  
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10. Own shares continued 

Employee Share Ownership Trusts (ESOTs) are used to hold the Company’s shares which have been acquired on the market. These shares are used  
to meet the valid exercise of options and/or vesting of conditional awards and/or award of shares under the Executive Incentive Scheme, Bonus Deferral 
Plan, Performance Share Plan, Executive Share Option Scheme, Savings-Related Share Option Scheme and the matching award of shares under the 
Share Purchase Plan.  

During the year, Taylor Wimpey plc purchased £10.6 million of its own shares which are held in the ESOTs (2015: £2.0 million). 

The ESOTs’ entire holding of shares at 31 December 2016, aggregating 10.2 million shares (2015: 4.3 million), was covered by outstanding options and 
conditional awards over shares at that date. 

11. Other reserves 

£ million 2016 2015

At 31 December  36.0 36.0

Other reserves includes £31.5 million (2015: £31.5 million) in respect of the historical redemption of Parent Company shares which is non distributable. 

12. Retained earnings 

Retained earnings of £2,682.0 million (2015: £2,511.3 million) includes profit for the year, dividends received from subsidiaries of £490.4 million (2015: 
£350.0 million). Included in retained earnings is £625.1 million (2015: £563.1 million) which is not distributable.  

13. Share-based payments 

Details of share awards granted by the Company to employees of subsidiaries, and that remain outstanding at the year end over the Company’s shares, 
are set out in Note 29 to the Group financial statements. The Company did not recognise any expense related to equity-settled share-based payment 
transactions in the current or preceding year.  

14. Contingent liabilities  

The Company has, in the normal course of business, given guarantees and entered into counter-indemnities in respect of bonds relating to the Group’s 
own contracts. 

Provision is made for the Directors’ best estimate of known legal claims and legal actions in progress. The Group takes legal advice as to the likelihood of 
success of claims and actions and no provision is made where the Directors consider, based on that advice, the action is unlikely to succeed.  

The Company issued a guarantee in respect of the TWPS, which had a deficit under IAS 19 of £232.7 million at 31 December 2016 (2015: £177.1 million). 
The guarantee commits the Company to ensure that the participating subsidiaries make deficit repair contributions in accordance with a schedule agreed 
with the Trustee of £18.0 million per annum including reimbursement of administrative costs.  

15. Dividend 

£ million 2016 2015

Proposed 

Interim dividend 2016: 0.53p (2015: 0.49p) per ordinary share of 1p each 17.3 15.9

Final dividend 2016: 2.29p (2015: 1.18p) per ordinary share of 1p each 74.9 38.6

 92.2 54.5

Amounts recognised as distributions to equity holders 

Paid 

Final dividend 2015: 1.18p (2014: 1.32p) per ordinary share of 1p each 38.5 42.9

Interim dividend 2016: 0.53p (2015: 0.49p) per ordinary share of 1p each 17.3 15.9

Special dividend 2016: 9.20p (2015: 7.68p) per ordinary share of 1p each 300.1 249.6

 355.9 308.4

The Directors recommend a final dividend for the year ended 31 December 2016 of 2.29 pence per share subject to shareholder approval at the Annual 
General Meeting, with an equivalent final dividend charge of c.£74.9 million (2015: £38.6 million). The final dividend will be paid on 19 May 2017 to all 
shareholders registered at the close of business on 18 April 2017. 

The Directors additionally recommend a special dividend of c.£300.0 million (2015: c.£300.0 million) subject to shareholder approval at the Annual 
General Meeting. The special dividend will be paid on 14 July 2017 to all shareholders registered at the close of business on 2 June 2017. 

In accordance with IAS 10 ‘Events after the balance sheet date’ the proposed final or special dividends have not been accrued as a liability as at  
31 December 2016.
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Country of 
incorporation and 
principal operations 

Taylor Wimpey plc interest is 100% in the issued 
ordinary share capital of these undertakings 
included in the consolidated accounts Activity Registered office 

United Kingdom Taylor Wimpey Holdings Limited  Holding company Gate House, Turnpike Road, High Wycombe, 
Buckinghamshire, HP12 3NR 

United Kingdom George Wimpey Limited Holding company Gate House, Turnpike Road, High Wycombe, 
Buckinghamshire, HP12 3NR 

United Kingdom Taylor Wimpey UK Limited(a) United Kingdom housebuilder Gate House, Turnpike Road, High Wycombe, 
Buckinghamshire, HP12 3NR 

United Kingdom Taylor Wimpey Developments Limited(a) Holding company Gate House, Turnpike Road, High Wycombe, 
Buckinghamshire, HP12 3NR 

Spain Taylor Wimpey de España S.A.U.(a)(b) Spanish housebuilder C/Aragó, 223 223A, 07008, Palma de Mallorca, 
Baleares, Spain 

(a) Interests held by subsidiary undertakings. 

(b) 9% cumulative, redeemable preference shares are additionally held. 

The entries listed below are companies incorporated in the United Kingdom and registered in England & Wales and the registered office is Gate House, 
Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR.  All of the below are 100% subsidiaries of Group companies and only have ordinary share 
capital unless otherwise stated. 

Admiral Developments Limited 

Admiral Homes (Eastern) Limited 

Admiral Homes Limited 

Ashton Park Limited  

BGS (Pentian Green) Holdings Limited  

Bryad Developments Limited 

Bryant Country Homes Limited 

Bryant Group Services Limited 

Bryant Homes Central Limited 

Bryant Homes East Midlands Limited 

Bryant Homes Limited 

Bryant Homes North East Limited 

Bryant Homes Northern Limited 

Bryant Homes South West Limited 

Bryant Homes Southern Limited 

Bryant Properties Developments Limited 

Bryant Properties Limited 

Canberra (Southern) Limited 

Canberra Investment Co. Limited 

Candlemakers (TW) Limited 

Clipper Investments Limited 

Compine Developments (Wootton) Limited 

Dormant Nominees One Limited 

Dormant Nominees Two Limited 

Egerton Contracts Limited 

Farrods Water Engineers Limited 

Flyover House Limited 

Foray Properties Limited 

George Wimpey Bristol Limited 

George Wimpey City 2 Limited 

George Wimpey City Limited 

George Wimpey East Anglia Limited 

George Wimpey East London Limited 

George Wimpey East Midlands Limited 

George Wimpey Manchester Limited 

George Wimpey Midland Limited 

George Wimpey North East Limited 

George Wimpey North London Limited 

George Wimpey North Midlands Limited 

George Wimpey North West Limited 

George Wimpey North Yorkshire Limited 

George Wimpey Pension Trustees Limited 

George Wimpey South East Limited 

George Wimpey South Midlands Limited 

George Wimpey South West Limited 

George Wimpey South Yorkshire Limited 

George Wimpey Southern Counties Limited 

George Wimpey West London Limited 

George Wimpey West Midlands Limited 

George Wimpey West Yorkshire Limited 

Globe Road Limited 

Gotheridge & Sanders Limited 

Grand Union Vision Limited 

Groveside Homes Limited 

Hamme Construction Limited 

Hanger Lane Holdings Limited 

Harrock Limited 

Hassall Homes (Cheshire) Limited 

Hassall Homes (Mercia) Limited 

Hassall Homes (Southern) Limited 

Hassall Homes (Wessex) Limited 

Jim 1 Limited 

Jim 2 Limited 

Jim 3 Limited 

Jim 4 Limited 

Jim 5 Limited 

L. & A. Freeman Limited 

Laing Homes Limited 

Laing Land Limited 

Land Trust Developments Limited 

Leawood (Management) Company Limited 

MCA Developments Limited 

MCA East Limited 

MCA Holdings Limited 

MCA Land Limited 

MCA Leicester Limited 

MCA London Limited 

MCA North East Limited 

MCA Northumbria Limited 

MCA Partnership Housing Limited 

MCA South West Limited 

MCA West Midlands Limited 

MCA Yorkshire Limited 
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McLean Homes Bristol & West Limited 

McLean Homes Southern Limited 

Melbourne Investments Limited 

Pangbourne Developments Limited 

Pennant Investments Limited 

Prestoplan Limited 

River Farm Developments Limited 

South Bristol (Ashton Park) Limited 

Spinks & Denning Limited 

St. Katharine By The Tower Limited 

St. Katharine Haven Limited 

Tawnywood Developments Limited 

Taylor Wimpey 2007 Limited 

Taylor Wimpey Capital Developments Limited 

Taylor Wimpey Commercial Properties Limited 

Taylor Wimpey Europe 

Taylor Wimpey Garage Nominees No 1 Limited 

Taylor Wimpey Garage Nominees No 2 Limited 

Taylor Wimpey International Limited 

Taylor Wimpey IP (Holdings) 2005 Limited 

Taylor Wimpey Property Company Limited 

Taylor Wimpey Property Management Limited 

Taylor Wimpey SH Capital Limited 

Thameswey Homes Limited 

The Garden Village Partnership Limited 

The Lifebuilding Company Limited 

The Wilson Connolly Employee Benefit Trust Limited 

This is G2 Limited 

Thomas Lowe and Sons, Limited 

Thomas Lowe Homes Limited 

TW NCA Limited 

Wain Estates Limited 

Wainhomes (Chester) Limited 

Wainhomes (Northern) Limited 

Wainhomes (Southern) Limited 

Wainhomes (Yorkshire) Limited 

Wainhomes Group Limited 

Wainhomes Holdings Limited 

Wainhomes Limited 

Whelmar (Chester) Limited 

Whelmar (Lancashire) Limited 

Whelmar (North Wales) Limited 

Whelmar Developments Limited 

White House Land Limited 

Wilcon Construction Limited 

Wilcon Homes Anglia Limited 

Wilcon Homes Eastern Limited 

Wilcon Homes Midlands Limited 

Wilcon Homes Northern Limited 

Wilcon Homes Southern Limited 

Wilcon Homes Western Limited 

Wilcon Lifestyle Homes Limited 

Wilfrid Homes Limited 

Wilson Connolly Holdings Limited 

Wilson Connolly Investments Limited 

Wilson Connolly Limited 

Wilson Connolly Logistics Limited 

Wilson Connolly Properties Limited 

Wilson Connolly Quest Limited 

Wimgrove Developments Limited 

Wimgrove Property Trading Limited 

Wimpey Construction Developments Limited 

Wimpey Construction Iran Limited 

Wimpey Corporate Services Limited 

Wimpey Dormant Investments Limited 

Wimpey Geotech Limited 

Wimpey Group Services Limited 

Wimpey Gulf Holdings Limited 

Wimpey Overseas Holdings Limited 

 

 

The entries listed below are companies incorporated in the United Kingdom and registered in England & Wales and the registered office is Two Snowhill, 
Birmingham, B4 6GA. All of the below are 100% subsidiaries of Group companies and only have ordinary share capital unless otherwise stated. 

 

Ashfield Investments Limited 

Banorgrove Limited 

Bracken Homes Limited 

Corney Reach Limited 

Cross Point Land Limited 

Egerton Construction Co. Limited 

Ettingshall Developments Limited 

IVA (Midlands) Limited 

MCA Thames Valley Limited 

MCA West Limited

McLean Homes Holdings Limited 

McLean Homes Limited 

Showpine Limited 

St Anne’s Village Limited 

Taylor Insurance Brokers Limited 

Wimpey Finance plc  

Woranes Investments Limited 

Laing Retirement Homes Limited 

Wimpey Engineering Limited
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Company Name % Owned  Registered Office 

Academy Central LLP 62%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Bishops Park Limited 50%  The Manor House, North Ash Road, New Ash Green, Longfield, Kent, DA3 8HQ, United Kingdom 

Bishop’s Stortford North Consortium 
Limited 

33.33%  The Manor House, North Ash Road, New Ash Green, Longfield, Kent, DA3 8HQ, United Kingdom 

Bromley Park (Holdings) Limited 50%  Kent House, 14-17 Market Place, London, W1W 8AJ, United Kingdom 

Bromley Park Limited 50%  Kent House, 14-17 Market Place, London, W1W 8AJ, United Kingdom 

Bryant Homes Scotland Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Capital Court Property Management 
Limited 

17.17%  4 Capital Court, Bittern Road, Sowton Industrial Estate, Exeter, Devon, EX2 7FW, United Kingdom

Chobham Manor LLP 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Compine Developments (Mundford) 
Limited 

50%  Two Snowhill, Birmingham, B4 6GA, United Kingdom 

Compine Developments Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Countryside 27 Limited 50%  Countryside House, The Drive Great Warley, Brentwood, Essex, CM13 3AT, United Kingdom 

DFE TW Residential Limited 50%  7 Whiteladies Road, Clifton, Bristol, BS8 1NN, United Kingdom 

Emersons Green Urban Village Limited 54.44%  135 Aztec West, Almondsbury, Bristol, Avon, BS32 4UB, United Kingdom 

Falcon Wharf Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Gallagher Bathgate Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

George Wimpey East Scotland Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

George Wimpey West Scotland Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

GN Tower Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Greenwich Millennium Village Limited 50%  Countryside House, The Drive Great Warley, Brentwood, Essex, CM13 3AT, United Kingdom 

GW City Ventures Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

GWNW City Developments Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Haydon Development Company Limited 19.27%  6 Drakes Meadow, Penny Lane, Swindon, Wiltshire, SN3 3LL, United Kingdom 

Laing Wimpey Alireza Limited 33.33%  PO Box 2059, Jeddah, CR9483, Saudi Arabia 

London and Clydeside Estates Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

London and Clydeside Holdings Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Los Arqueros Gulf and Country Club 
S.A. 

74.67%  Carretera de Ronda A-397; Km. 44,5, Benahavis, Málaga, Spain 

Lynmouth Management Company 
Limited 

20%  2 Hills Road, Cambridge, Cambridgeshire, CB2 1JP, United Kingdom 

MacKenzie Developments (Linlithgow) 
Limited 

100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Morrison Land Development Inc 100%  9366, 49St NW, Edmonton, AB T6B 2L7, Canada 

North Swindon Development Company 
Limited 

16.79%  6 Drakes Meadow, Penny Lane, Swindon, Wiltshire, SN3 3LL, United Kingdom 

Padyear Limited 50%  Hanson House, 14 Castle Hill, Maidenhead, SL6 4JJ, United Kingdom 

Paycause Limited 66.67%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Phoenix Birmingham Latitude Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Quedgeley Urban Village Limited 50%  135 Aztec West, Almondsbury, Bristol, Avon, BS32 4UB, United Kingdom 

Rockhold Land Limited 100%  Two Snowhill, Birmingham, B4 6GA, United Kingdom 

St George Little Britain (No.1) Limited 50%  Berkeley House, 19 Portsmouth Road, Cobham, Surrey, KT11 1JG, United Kingdom 

St George Little Britain (No.2) Limited 50%  Berkeley House, 19 Portsmouth Road, Cobham, Surrey, KT11 1JG, United Kingdom 

Strada Developments Limited 50%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 
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Company Name % Owned  Registered Office 

Taylor Wimpey (General Partner) Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Taylor Wimpey (Initial LP) Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Taylor Wimpey Pension Trustees Limited 99%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Taylor Wimpey Scottish Limited 
Partnership 

100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Taylor Woodrow (Gibraltar) Holdings 
2004 Limited 

100%  10 / 8 International Commercial Centre, Casemates Square, Gibraltar, United Kingdom 

Taylor Woodrow (Gibraltar) Limited 100%  17 Bayside Road, Gibraltar, United Kingdom 

Triumphdeal Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

TW Cavendish Holdings Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Vantage West Limited 100%  Two Snowhill, Birmingham, B4 6GA, United Kingdom 

Weaver Developments (Woodfield 
Plantation) Limited 

50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Whatco England Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Whitehill & Bordon Regeneration 
Company Limited 

50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Wilcon Homes Scotland Limited 100%  Unit C, Ground Floor, Cirrus Glasgow Airport Business Park, Marchburn Drive, Abbotsinch, 
Paisley, PA3 2SJ, United Kingdom 

Wimpey Engineering Limited 100%  Two Snowhill, Birmingham, B4 6GA, United Kingdom 

Wimpey Laing Iran Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Wimpey Laing Limited 50%  Gate House, Turnpike Road, High Wycombe, Buckinghamshire, HP12 3NR, United Kingdom 

Wimpey Saudi Company Limited 75%  PO Box 90, Alkhobar, 31952, Saudi Arabia  
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The Group uses a number of alternative performance measures which are not defined within IFRS. The Directors use these measures in order to assess 
the underlying operational performance of the Group and, as such, these measures should be considered alongside the IFRS measures. Reconciliations 
from Statutory Performance Measures to the Alternative Performance Measures (APMs) are shown in the below table. 

* Denotes APMs which have been referred to throughout the Annual Report and Accounts. 

(a) The results for 2012 have been restated to reflect the adoption of IAS19 ‘Employee Benefits’ (amended 2011).   

£ million 2016 2015 2014 2013 2012(a)

Revenue – continuing operations 3,676.2 3,139.8 2,686.1 2,295.5 2,019.0

Profit on ordinary activities before finance costs and tax 762.6 631.5 496.8 355.3 223.7

Adjust for: Share of results of joint ventures 1.2 4.9 2.6 3.2 2.4

Adjust for: Exceptional cost of sales items 0.5 0.6 (18.7) (45.6) –

Operating profit* 764.3 637.0 480.7 312.9 226.1

Net finance costs excluding exceptional items (30.9) (33.2) (30.6) (44.5) (44.3) 

Profit for the financial year before taxation and exceptional items* 733.4 603.8 450.1 268.4 181.8

Adjust for: Exceptional items (0.5) (0.6) 18.7 37.8 22.4

Taxation (charge)/credit including taxation on exceptional items   (143.6) (113.4) (94.4) (66.4) 24.4

Profit for the year from discontinued operations – – – 31.3 –

Profit for the financial year 589.3 489.8 374.4 271.1 228.6

Balance sheet   

Intangible assets 3.5 2.7 2.5 4.2 5.2

Property, plant and equipment  21.0 20.0 16.8 8.3 7.1

Interests in joint ventures 50.3 27.1 38.6 34.7 31.5

Non-current trade and other receivables 87.2 95.4 111.1 110.8 102.0

Non-current assets (excluding tax) 162.0 145.2 169.0 158.0 145.8

Inventories  3,984.0 3,891.2 3,490.1 2,928.8 2,788.8

Other current assets (excluding tax and cash) 91.4 114.0 102.6 118.5 96.0

Trade and other payables excluding land creditors  (721.8) (750.7) (681.6) (584.6) (532.5)

Land creditors  (266.3) (342.7) (228.4) (209.3) (240.1)

Provisions (28.0) (31.1) (40.4) (28.3) (84.4)

Net current assets (excluding tax and cash) 3,059.3 2,880.7 2,642.3 2,225.1 2,027.8

Trade and other payables excluding land creditors  (109.0) (114.9) (102.2) (54.0) (55.9)

Land creditors  (333.5) (287.1) (259.3) (139.7) (134.9)

Retirement benefit obligations  (234.1) (178.4) (183.8) (183.8) (244.2)

Provisions  (5.1) (2.9) (1.0) (6.0) (10.7)

Non-current liabilities (excluding debt) (681.7) (583.3) (546.3) (383.5) (445.7)

Cash and cash equivalents  450.2 323.3 212.8 105.4 190.4

Bank and other loans  (85.5) (100.0) (100.0) (100.0) (249.4)

Memo: net cash/(net debt)* 364.7 223.3 112.8 5.4 (59.0)

Taxation balances (4.0) 57.4 157.5 246.8 320.6

Basic net assets 2,900.3 2,723.3 2,535.3 2,251.8 1,989.5

Deduct intangible assets (3.5) (2.7) (2.5) (4.2) (5.2)

Tangible net assets* 2,896.8 2,720.6 2,532.8 2,247.6 1,984.3

Add back intangible assets 3.5 2.7 2.5 4.2 5.2

(Deduct net cash)/add back net debt (364.7) (223.3) (112.8) (5.4) 59.0

Add back net taxation liability/(deduct net taxation asset) 4.0 (57.4) (157.5) (246.8) (320.6)

Net operating assets*  2,539.6 2,442.6 2,265.0 1,999.6 1,727.9

Deduct intangible assets   (3.5) (2.7) (2.5) (4.2) (5.2)

(Deduct net taxation liability)/add back net taxation asset (4.0) 57.4 157.5 246.8 320.6

Capital employed* 2,532.1 2,497.3 2,420.0 2,242.2 2,043.3

Average basic net assets  2,811.8 2,629.3 2,393.6 2,120.7 1,912.3

Average net operating assets  2,491.1 2,353.8 2,132.3 1,863.8 1,698.3

Average capital employed  2,514.7 2,458.7 2,331.1 2,142.8 1,995.1

Adjusted net debt* (235.1) (406.5) (374.9) (343.6) (434.0)
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Statistics  2016 2015 2014 2013 2012(a)

Basic earnings per share – continuing operations  18.1p 15.1p 11.6p 7.5p 7.2p

Adjusted basic earnings per share* – continuing operations  18.1p 14.9p 11.2p 6.7p 4.6p

Dividend per share – paid in the year  10.91p 9.49p 2.25p 0.65p 0.57p

Margin on ordinary activities before finance costs and tax  20.7% 20.1% 18.5% 15.5% 11.1%

Operating profit margin* 20.8% 20.3% 17.9% 13.6% 11.2%

Number of shares in issue at the year end (millions) 3,270.3 3,258.6 3,253.5 3,237.0 3,228.3

Net assets per share  88.7p 83.6p 77.9p 69.6p 61.6p

Tangible net assets per share* 88.6p 83.5p 77.9p 69.4p 61.5p

Return on net assets 27.2% 24.2% 20.9% 16.9% 11.8%

Return on net operating assets*  30.7% 27.1% 22.5% 16.8% 13.3%

Return on capital employed* 30.4% 25.9% 20.6% 14.6% 11.3%

Growth in basic net assets  6.5% 7.4% 12.6% 13.2% 8.4%

Cash generated from operations £ million 622.2 426.9 207.2 132.4 108.7

Cash conversion* 81.4% 67.0% 43.1% 42.3% 48.1%

Adjusted gearing* 8.1% 14.9% 14.8% 15.3% 21.8%

* Denotes APMs which have been referred to throughout the Annual Report and Accounts. 

(a) The results for 2012 have been restated to reflect the adoption of IAS19 ‘Employee Benefits’ (amended 2011). 

Profit before taxation and exceptional items and Profit for the 

year before exceptional items 

The Directors consider the removal of exceptional items from the reported 
results provide more clarity on the performance of the Group. They are 
reconciled to profit before tax and profit for the year respectively, on the 
face of the Consolidated Income Statement. 

Operating profit and operating profit margin 

Throughout the Annual Report and Accounts, operating profit is used  
as one of the main measures of performance, with operating profit margin 
(defined below) being a Key Performance Indicator (KPI). Operating profit is 
defined as profit on ordinary activities before net finance costs, exceptional 
items and tax, after share of results of joint ventures. The Directors 
consider this to be an important measure of underlying performance of  
the Group. Operating profit margin is calculated as operating profit divided 
by total Group revenue. The Directors consider this to be a metric which 
reflects the underlying performance of the business. 

Return on net operating assets  

Return on net operating assets, another KPI, is defined as 12-month 
operating profit divided by the average of the opening and closing net 
operating assets, which is defined as basic net assets less net cash, 
excluding net taxation balances and any accrued dividends. The Directors 
consider this to be an important measure of the underlying operating 
efficiency and performance of the Group. 

Return on capital employed 

The Directors consider return on capital employed is the most appropriate 
measure to use when appraising sites ahead of purchase and is defined as 
12-month operating profit divided by the average of the opening and 
closing capital employed. Capital employed is defined as net operating 
assets less intangible assets, including net taxation balances. 

Net operating asset turn 

This is defined as total Group revenue divided by the average of opening 
and closing net operating assets. The Directors consider this to be a good 
indicator of how efficiently the Group is utilising its assets to generate value 
for the shareholders. 

Tangible net assets per share  

This is calculated as net assets before any accrued dividends excluding 
goodwill and intangible assets divided by the number of ordinary shares in 
issue at the end of the period. The Directors consider this to be a good 
measure of the value intrinsic within each ordinary share. 

Cash conversion  

This is defined as cash generated from operations divided by operating 
profit. The Directors consider this measure to be a good indication of how 
efficiently the Group is turning profit into cash.  

Adjusted gearing 

This is defined as adjusted net debt divided by basic net assets. The 
Directors consider this to be a more representative measure of the Group’s 
gearing levels. Adjusted net debt is defined as net cash plus land creditors. 

Adjusted basic earnings per share 

This is calculated as earnings attributed to the shareholders, excluding 
exceptional items and tax on exceptional items, divided by the weighted 
average number of shares. The Directors consider this provides an 
important measure of the underlying earning capacity of the Group.  
Note 6 shows a reconciliation from basic earnings per share to adjusted 
basic earnings per share. 

 

 


