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REPORT & ACCOUNTS 2000

Directors’
Report

far the year ended

31 December zoo00

The directors present their report and the audited accounts for the year
ended 31 December 2000.

Results and Dividends

The resulr before taxation is shown in the Group Profit and Loss account
on page 28. The transfer from reserves in the year is £75%,000 (1999 :
£1,567,000 transfer to reserves). The directors recommend that a final
dividend of 2.2p per Ordinary share be paid which, together with the
interim dividend of 1.4p per Ordinary share, makes a total of 3.6p for
the year. The final dividend, if approved, will be paid on 25 May 2001

to members on the register at the close of business on 6 April 2001.

Principal Activities and Business Review

The Group’s business comprises housebuilding and property development
in the United Kingdom; and property development in continental Europe,
A more detailed report on the Group’s activities and strategy is contained
in the Chairman’s Statement and the Operating and Financial Review on

pages 5 to 14.

Directors

The current directors are listed on page 15. In accordance with the
articles, C R H Archer, G Duncan and 1 D Maclellan retire by rotation at
the Annual General Meeting and, being eligible, offer themselves for re-
election. G Duncan and I D Maclellan have no service contract with the
Company. C R H Archer has a service contract with the Company with a

notice period of 2 years.

No director had any material interest in any contract of significance

during the year to which the Company or its subsidiaries was party.

Interests of the directors (including those of their families} in the share
capital of the Company are shown in Note 8 to the accounts. No director
had any beneficial interest in the shares of any subsidiary company

during the year.

D P Truslove resigned from the Company on 30 June 2000,

Substantial Shareholders Interests
Ar 21 February 2001 the following disclosuces of interests pussuant to
sections 198 and 208 of the Companies Act 1985 (as amended) in the

Company’s issued Ordinary share capital had been notified to the

Company:

% of capital
Chase Nominees Limited 10,446,839 17.5%
Nortrust Nominees Limited 9,753,100 16.4%
Phildrew Nominees Limited ' 9,262,636 15.5%
Bank of New York Nominees Limited 3,908,483 6.5%
HSBC Global Custody Nominees Limited 2,614,593 4.4%
Core Nominees Limited 2,550,000 4.3%
Share Capital

Movements in the Company’s issued share capital are shown in Note 18

to the accounts.

Employees
The Board is committed to setting the highest standards of integrity
throughout the Group, Its personnel polices are ser out in the Group's

standard terms and conditions of employment.

Great vao:munn is placed by the Group on employee communication
and involvement, Information concerning the Group is provided to
employees through normal management channels and briefings as well as
through regular circulars and by the distribution to employees of the
annual report and accounts and the interim statement. In addition,
pension newstetters are sent periodically to all employees in the pension

scheme, as well as to pensioners.

The Company is committed to the provision of appropriate training and
to help employees acquire the skills and experience which enable them ro

fulfil their role and to develop their potential.
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REPCORT & ACCOUNTS 2000

Corporate
Governance
Compliance

Statement

The directors of the Company are committed to the principles on which
the “Combined Code” {the Code) on corporate governance is based and
this statement describes the manner in which the Company has applied

the principles and provisions of the Code during the year.

The direcrors believe thar the Company complies with the principles and
provisions of the Code with the following exceptions. Provision A.2.1
requires that there should be a senior independent non-executive director,
other than the Chairman. The Board considers that the balance between
three executive and four non-executive directors on the Board, including
an independent non-executive Chairman, provides an appropriate
balance of power and authority and consequently it is not planning to
appaint a senior non-executive director. As regards provision B.1.7
{Term of Service Contracts) the Board has adopted this provision with
the exception of the notice periods within the Service Contracts for

] A Theakston and C R H Archer as derailed on page 22. It believes as
part of its remuneration policy and in accordance with carrent industry

practice that these periods are not exceptional.

The Board

The Board comprises three executive and four independent non-executive
directors. It is responsible for corporate governance and meets regularly
to receive the review reports from the directors and Board Committees. It
determines overall Group strategy and approves annual profit and loss
and cash flow budgets and monitors these, in conjunction with revised
forecasts, at regular intervals against actual performance. It also monitors
internal controls including the risks associated with the business. It sets
limits for working capital and capital expenditure as part of the
budgeting process and authorises major new projects or contractual
obligations under the reserved powers procedures as well as significant
financing matters. The Board considers and, if appropriate, approves

external appointments of the executive directors and the rerms of these.

There are three principal committees of the Board: the Audir,

Remuneration and Nominations Committees.

Audit Committee

This committee is chaired by Mr 1 D Maclellan and comprises the non-
executive directors with the Group Chief Executive and the Group
Finance Director in attendance. It reviews both the internal and
external accounting policies and practices adopted by the Group, taking
into account the implications of any changes in accounting standards,
the operation and effectiveness of the internal financial controls and
considers the auditors’ findings arising from the interim and final

audits.

Remuneration and Nominations Committees

These committees are chaired by Mr G Duncan and comprise the non-
executive directors. The Remwuneration Committee assesses the
performance of the executive directors 50 as to determine their annual
renumeration and any bonus awards and share incentives. Changes in the
membership of the Board are considered by the Nominations Committee

prior to making recommendations to the full Board.

The constitution and operation of the Remuneration Committee complies
with Schedule A of the Code. The Committee also confirms that full
consideration has been given to Section B of the Code in determining the

remuneration packages for directors.

A report from the Board on directors’ remuneration and related mateers

my be found on pages 20 to 24.

Internal Controls

The directors are responsible for the Group’s systems of internal controls
which have been developed over a number of years and include a
continuing process for evaluating and managing the risks faced by the
Company. It should be understood that such a process is designed to
manage, rather than to eliminate, risk ro achieve business objectives, and
can only provide reasonable and not absolute assurance against material

mis-statement or loss.
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REPORT & ACCOUNTS 2000

_N e _U 0 _\.ﬁ 0 .“u ._” j e Remuneration Policy
The objective of the Group’s remuneration policy is to pay sataries and benefits in line with other UK companies of a similar size and complexity. The
m Oar ﬁ_ on remuneration of the executive directors is reviewed annually by the Remuneration Committee, which is made up of all the non-executive directors. It takes into
—N emunera .w _ on account any responsibility changes since the last review and, from time to time, external independent advice as to salary levels appropriate to each director’s

responsibilitics within the Group.

and Related

>> a ﬁ ._” ers Details of the directors’ remuneration ace shown below:
Salary Total Total
and fees Benefits (iii) Bonuses (v} 2000 1999
£000 £000 £000 £000 £000
Executive
J A Theakston 194 21 47 262 206
C R H Archer 148 19 36 203 161
F ] Low (v1) 161 25 105 291 199
D P Truslove (i) (resigned 30 June 2000) . 72 8 44 124 176
Nen-executive
G Duncan (iv) 61 0 0 61 57
M C S Dixson 20 0 0 20 19
Sir Idris Pearce 25 0 0 25 19
[ D Maclellan 22 0 0 22 21
Aggregate emoluments for gualifying services 703 73 232 1,008 858
(i) In addition Mr D P Truslove received £250,000 in compensation for loss of office.
(i1} The remuneration table shown above excludes pension contributions paid by the Company.
(1ii) Benefits include provision of a company car and fuel, life insurance and private health insurance.
(iv) In addition to the above, the Chairman is entitled 1o a bonus, based on a formuia linked to the Company’s share price, payable between
1995 and 2002.
(v} These payments were made in the year and relate to the annual bonus for the year ended 31 December 1999 and an initial payment of the special

bonus arrangements with F ] Low referred to on page 22.

{vi) Highest paid director.
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REPORT & ACCOUNTS 2000

Performance Related Bonus Scheme

The maximum bonus payable annually in arrears to executive directors
under the Scheme is 25% of base salary. The level of bonus is split
between a number of objectives including financial measures of the

Group’s performance.

The Company, following its announced change of strategy during 1999,
entered into a special bonus arrangement with F J Low in order to
facilitate the implementation of its strategy to realise the majority of its
UK commercial portfolio over time in an effective manner, The retention
and motivation of F ] Low by way of this bonus arrangement is regarded
by the Remuneration Committee as being essential to the achievement of
optimum values from this strategy. The arrangements provide for 2 bonus
to be paid related to the aggregate cash receipts generated by the disposal
of properties within the UK commereial portfolio. Bonus starts to be
earned ar £20 million of cumulative proceeds. i aggregate proceeds of
£65 million are achieved a cumulative bonus of £875,000 will be earned.
If cumulative proceeds exceed £65 million because additional properties
have been added to the UK commercial portfolio, F | Low will accrue
bonus at a rate of 5% of the proceeds of the sale of those addirional
properties after development costs. Of the total potential bonus,
£500,000 is related to the achievement of the last £10 million of proceeds
between £55 million and £65 million. The provisions of this scheme will
not be altered to F J Low’s advantage (except for minor amendments in
certain limited circumstances) without the prior approval of shareholders

in general meering.

FJ Low was also a participant in the 1999 annual bonus scheme up to a
maximum of 35% of base salary but is not eligible to participate in any
future annual schemes. None of these bonus arrangements are

pensionable.

Service Contracts

] A Theakston and C R H Archer have contracts with two-year periods of
notice which is believed to be appropriate in the current commercial
circumstances. It is Group policy for newly appointed executives to be
offered service contracts with a notice period of up to ane year. However,
in exceptional circumstances it may be appropriate to offer initial notice

periods of longer than one year to recruit new directors.

F ] Low has entered into an agreement, supplementary to his existing
service contract, which provides, inter alia, for a fixed term of
employment to 31 October 2001. He retains the right to leave earlier, at
his election, in certain circumstances including a change in the control of
the Company. Ar his date of leaving, the Company is contracted to pay
him a further twelve months salary and applicable pension together with

applicable bonus at that date.

Share Schemes

Options granted to and exercised under the Company’s Executive Share
Option and Savings-Related Share Option Schemes and of the shares
allocared under the Restricted Share Scheme are set out below. Details of
the Option Schemes and the Restricted Share Scheme are shown in

Note 9 to the accounts.
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REPORT & ACCOUNTS 2000

Directors’
Responsibilities

Restricted Share Scheme

Number of Shares allocated

Range of value
at vesting of

total allocation™

At Allocated Lapsed At £000
1 Jan In year in year 31 Dec
2000 2000
J A Theakston 336,332 125,000 (20,346) 440,986 0-300
CR H Archer 266,292 125,000 (15,832) 375,460 0-255%
FJLow 100,000 0 0 100,000 0-68
D P Truslove 275,303 5,341 {280,644) 0 0
977,927 255,341 (316,822) 916,446
*The maximum value has been based on the share price as at 31 December 2000 (68p) and assumes full vesting.
Subject to the conditions being met, shares vest either 3 or 4 years after dare of allocation.
Company law requires the directors to prepare financial statements for (iv) to prepare the financial statements on the going concern

each financial year, which give a true and fair view of the stare of affairs
of the Company and of the Group at the end of the year and of the profit
or loss of the Group for that period. Tn preparing those financial

statements, the directors are required:

(1) to select suitable accounting policies and then apply them
consistently;
{ii) to make judgements and estimates that are reasonable

and prudent;

{iii) to state whether applicable accounting standards have
been followed, subject to any material departures

disclosed and explained in the financial statements; and

basis unless it is inappropriate to presume that the Group

will continue in business.

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

steps for the prevention and detection of fraud and other irregularities.
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REPORT & ACCOUNTS 2000

Accounting
Policies

Basis of Accounting

The accounts have been prepared in accordance with the requirements of
the Companies Act 1985 using the historical cost basis of accounting
modified to include the revaluation of certain assets and in accordance
with applicable accounting standards in the United Kingdom.

The principal accounting policies, which have been applied consistently,

are set out below.

Consolidation

The consolidated accounts comprise the accounts of the Company and its
subsidiaries drawn up to 31 December 2000. In accordance with Section
230 of the Companies Act 1985 a separate Profit and Loss Account for

the parent Company has not been presented.

Purchases of companies are accounted for under the acquisition method.
Goodwill arising on consolidation in respect of acquisitions prior to

1 January 1998 has been written off to reserves. Following the issnance
of FRS510, goodwiil will be capitalised and then amortised over its useful

econemic life for future acquisitions.

Turaover

Turnover comprises the sales value of houses exchanged which are
substantially complete. Turnover also comprises the sales value of
property developments in the course of development and property rents

receivable. Turnover is reported net of value added tax.

Pensions

During the year the Group operated a final salary pension scheme
covering all eligible staff employees. The scheme’s funds are administered
by the Trustee and are independent of the Group’s finances. The scheme
is fully funded and contriburtions are paid to the scheme in accordance
with the recommendations of independent actuaries to provide
retirement benefits based on projected final salaries. Company costs
relating ro the final salary scheme are charged to the profit and loss

account so as to spread the cost of pensions over the average expected

working life of employees who are members of the scheme, whilst they

are working for the Company.

Centributions to personal pension schemes are charged to the profit and

loss account in the year in which they are payable.

Depreciation

This is provided under the straight line method at the following rates to
write off the depreciable element of the cost or valuation of the Group
occupied freehold and leasehold properties and the cost of plant and

equipment over their expected useful lives:

Group occupied properties 2%
Short leasehold properties over the term of the lease
124 -33h%

Fixtures and fittings 10-33%%

Plant and machinery

The same depreciation criteria are applied to assets acquired under

finance leases as to those assets owned by the Group.

The land upon which the Group occupied properties stand is not
depreciated. In addition, no depreciation is provided for freehold and
long leasehold investment properties not occupied by the Group. In the
opinion of the directors, this departure from the requirerents of the
Companies Act 1985, which requires all properties to be depreciated, is
necessary for the accounts to show a true and fair view in accordance
with applicable accounting standards. Depreciation is one of the many
factors reflected in the annual valuation of investment properties and vhis

cannot reasonably be separately identified or quantified.
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REPORT & ACCOUNTS 2000

Group Profit
and Loss
Account

for the year ended

21 December 2000

2000 1999
Note £000 £000
Turnover 1 59,582 70,582
Operating profit before exceptional items 1,6 7,573 6,453
Reorganisation and other costs 1 {635) 0
Operating profit 6 6,940 6,453
{Loss)/profit on disposal of property and other fixed assets 6 (719) 25
Loss on disposal of discontinued operations 6 {2,425) {1,578)
Profit on ordinary activities before interest 1 3,796 4 900
Net interest payable and similar charges 2 {1,453) (881}
Profit on ordinary activities before tax 2,343 4,019
Taxation on ordinary activities 3 {974} (407)
Profit on ordinary activities after tax 1,369 3,612
Dividends — equity and non equity 4 (2,128} (2,045)
Retained {loss)/profit 19 (739) 1,567
Basic earnings per Ordinary share 5 2.3p 5.4p
Diluted earnings per Ordinary share M 2.3p 5.4p
Basic carnings per Ordinary share excluding
discontinued operations 5 6.4p 8.4p

Profic before tax includes £85,000 (£0) being the share of profits from associated companies and joint ventures.

Turnover and operating profit in 2000 derive wholly from continuing operations. Turnover in 1999 represented £70,190,000 from continuing operations and

£392,000 from discontinued operations. Operating profit in 1999 represented £6,880,000 from continuing operations less a loss from discontinued operations

of £(427,000).

Historical cost profits and losses do not differ materially from those disclosed above.
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REPORT & ACCOUNTS 2000

Group Cash

Flow Statement
for the year ended

31 December 2000

Group Company Group Company
Note 2000 2000 1599 1999
£000 £000 £000 £000
Net cash (outflow)/inflow from operating activities 23(a) {9,121) 3,414
Dividends received from joint ventures and associates 0 7
Returns on investments and servicing of finance
Interest received 58 101
Interest paid {1,522) (856)
Dividends paid on non-equity shares (0) (13)
{1,464) (768)
Taxation (515) 61
Capital expenditure and financial investment
Purchase of tangible fixed assets {607} (954)
Disposal of tangible fixed assets 10,579 1,455
Disposal of own shares 0 121
9,972 622
Acquisitions and disposals
Net proceeds from sale of subsidiaries 0 7,334
Equity dividends paid (2,027) (2,050}
Cash (outflow)/inflow before financing {3,155) 8,620
Financing
Issues of shares 5 0
Purchase of own shares {4,238) (2,682)
Decrease in debt due within one year {2,034) 0
(6,267) (2,682)
Cash flows for the year (9,422) 5,938
Opening net overdraft (9,270) (15,365)
Translation differences 0 157
Closing net overdraft (18,692) (9,270)
Net overdraft {18,692) (9,270)
Debt due within one year (3,640} (5,681}
Total net borrowings {22,332) {14,951)
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REPORT & ACCOUNTS 2000

Notes to the
Financial
Statements

oS
I~2

1. SEGMENTAL ANALYSIS

2000 1999
£000 £000
Turnover ~ by principal activity
Housing 40,300 42,985
Property 19,282 27,205
Continuing operations 59,582 70,190
Discontinued operations 0 392
59,582 70,582
Turnover — by geographical area
United Kingdom 55,778 70,086
Rest of European Union 3,804 496
59,582 70,582
Operating profit ~ by principal activity
Housing 8,627 6,247
Property 206 1,793
Group costs (1,258) {1,160}
Operating profit before exceptional items 7,575 6,880
Reorganisation and other costs (635) 0
Operating profit 6,940 6,880
Disposal of property and other fixed assets (719} 25
Continuing operations 6,221 6,905 i
Discontinued operations (2,425) (2,005)
Profit on ordinary activities before interest 3,796 4,900
Operating Profit - by geographical area
United Kingdom 4,933 5,969
Rest of European Union 121 91
5,054 6,060
Group costs {1,258} {1,160}
Profit on ordinary activities before interest 3,796 4,900
Operating profit from continuing operations {as above) 7,575 6,880
Net interest payable (1,453) (881)
Trading profit from continuing operations 6,122 5,999
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REPORT & ACCOUNTS 2000

2. NET INTEREST PAYABLE AND SIMILAR CHARGES

2000 1999
£000 £000
Interest payable on:
Bank loans and overdrafts 1,438 850
All other loans 0 1
1,438 mw._l
Interest receivable 163) {101)
1,375 790
Unwinding of discount in lease provision 78 91
1,453 881
3. TAXATION
200¢ 1999
£000 £000
Taxation charge on profit on ordinary activities comprises:
UK corporation tax at the rate of 30.00% (30.25%) based on the taxable result for the year 1,067 441
In respect of prior years {125) (44)
Tax payable on associated undertakings’ profits 21 0
263 397
Qverseas taxation — current 48 45
— relief for overseas tax (37 {35)
974 407
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REPORT & ACCOUNTS 2000 | ’

6. PROFIT/{LOSS) ON ORDINARY ACTIVITIES BEFORE TAX

(a) Operating profit

2000 1999
£000 £000
Operating profit is derived as follows:
Turnover 59,582 70,582
Cost of sales (44,918) (56,259
Gross profit 14,664 14,323
Administrative expenses i7,724) (7,870)
Operating profit 6,940 mmaumlm\

Turnover and cost of sales in 1999 included £392,000 and £443,000 respectively from discontinued operations with a resultant loss of £51,000 from
discontinued operations included within gross profit. Administrative expenses included £376,000 from discontinued operations with a resufrant loss of

£427,000 from discontinued operarions included within operating profit.

Operating profit is stated after crediting;

Operating rents receivable (net of outgoings) 1,148 1,950

and after charging:

Depreciation of fixed assets 239 337
Loss on disposal of fixed assets 17 29
Auditors’ remuneration — audit services 108 112

— other services 246 440
Hire of plant on operating leases 311 406
Other operating lease rentals 818 824
Directors’ emoluments (excluding pension contributions} 1,258 858

Audit fees payable by Swan Hill Group PLC total £40,000 (£35,000).
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REPORT & ACCOUNTS 2000

7. EMPLOYEE INFORMATION

{a) The average number of persons employed by the Group during the year are analysed below:
2000 1999
Numbers Numbers
Housing 106 109
Property 16 42
122 ) aﬂ\
(b} Group employment costs:
£000 £000
Gross salaries and wages 4,173 4,774
Employer’s National Insurance Contributions or foreign equivalents 436 485
Employer’s pension costs 796 535
5,405 5794

During the year, the Group operated a final salary pension scheme which was open to eligible employees. The Company pays contributions to the fund in order

to provide security for existing pensions and the accrued benefits of current and former employees.

The charge to the profit and loss account is such as to spread the cost of pensions over the working lives of employees who are members of the Scheme.

The cost of accruing benefits for the year was £679,000 (£633,000). The charge is adjusted by the amortisation over the future average working lifetime of
current members of any past service surplus or deficit that has not been previously recognised in the pension provision included in creditors. This leads to a
reduction of £25,000 (£196,000) for the year, resulting in a pension charge of £654,000 {£437,000). The charge has been determined on the advice of qualified
actuaries, who are partners of Warson Wyatt Pactners, and is based on the most recent actuarial valuation of the Scheme, which took place as at 5 April 1999
using the projected unit method. The most significant long-term actuarial assumptions were that the rates of return on new and existing investments would be
5.75% per annum and 5.25% per annum respectively, the rate of increase in pay levels would be 4.5% per annum and the rate of pension increases would be
2.5% per annum. Assets were valued at market value. Company contributions amounted to £710,000 {£548,000) for the year. An amount of £705,000

{£769,000) which represents accumulated pension costs in excess of Company contributions has been included in creditors.

The results of the actuarial valuarion showed that the value of the assets at 5 April 1999 represented 100% of the valug of the accrued benefirs, after allowing

for expected future increases in earnings. The market value of the Scheme’s assets was £54.2 million at 5 April 1999.

The Company’s conrributions of £142,000 (£98,000) to personal pension schemes are charged to the profit and loss account in the year in which they

are payable.
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REPORT & ACCOUNTS 2000

9. SHARE OPTION SCHEMES

The Board recognises the importance of encouraging employees to have the opportunity to participate in the Company’s affairs. Accordingly it offers a

convenienr and tax effective way to save and acquire Ordinary shares with the Savings-Related Share Option Schemes. It has also introduced the Restricted

Share Scheme to motivate executives through direct association with the success of the Group. This replaced the existing Executive Share Option Scheme and

links potential reward more closely with the Company’s performance against that of its peer group.

The outstanding share options as at 31 December 2000 are as follows;

Option Number
Exercisable price of shares
{p)
Swan Hill Group PLC 1993 Savings-Related
Share Option Scheme (SRSOS) 7.8.01 78.4 9,768
712.02 71.2 31,007
1.6.03 66.8 78,291
1.11.04 62.4 91,340
1.11.05 58.8 195,135
Swan Hill Group Executive
Share Option Scheme (ESOS) 29.5.94 16 29.5.01 274.3 72,646
25.10.97 tc 25.10.04 87.0 42,000
Swan Hill Group PLC Executive
Share Option Scheme No. 2 (ESOS No. 2) 3.5.96 10 3.5.03 58.0 308,000
25.4.97 10 25.4.04 127.0 125,000
953,787

The Swan Hill Group PLC 1993 Savings-Related Share Option Scheme was adopted by the Company on 8 June 1993, The options granted under this Scheme

are normally exercisable following the fifch anniversary of the date on which the related savings contract commenced.

The Swan Hill Group Executive Share Option Scheme and the Swan Hill Group PLC Executive Share Option Scheme No. 2 were adepted by the Company on

14 June 1985 and $ April 1993 respectively. Options granted under these Schemes are normally exercisable in whole or in part between the third and the tenth

anniversaries of the date of grant.
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REPORT & ACCOUNTS 2000

10. TANGIBLE ASSETS

(a)

Plant,
Propertics Properties Fixtures
Properties Long Short and
Freehold Leasehold Leasehold Fittings Total
£000 £000 £000 £000 £000
The Group
At 1 January 2000
Valuation 10,214 281 0 0 10,495
Cost 713 0 1,041 1,046 2,800
10,927 281 1,041 1,046 13,295
Additions 351 3 19 228 601
Disposals {10,115) {284) 0 (316) {10,715)
As at 31 December 2000 1,163 0 1,060 958 3,181
Being
Valuation 1,162 0 0 0 1,162
Cost 1 o 1,060 958 2,019
1,163 0 1,060 958 3,181
Depreciation
Ar 1 January 2000 97 4 674 438 1,213
Charge for the year 15 0 73 151 239
Disposals (57) (4) 0 (142) (203)
At 31 December 2000 55 0 747 447 rm&w
Net book value
At 31 December 2000 1,108 0 313 511 1,932
At 31 December 199% 10,830 277 367 608 12,082
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REPORT & ACCOUNTS 2000

11.

(a)

{b)

{c)

(d)

{e)

FIXED ASSET INVESTMENTS

Associates
and Joint Own Subsidiary
Ventures Shares Companies Total
£000 £000 £000 £000

The Group
At 1 January 2000 114 455 569
Share of retained earnings 64 0 64
At 31 December 2000 178 455 633
The Company
At 1 January and 31 December 2000 100 455 16,666 17,221

The following are the operating subsidiary companies of Swan Hill Group PLC at 31 December 2000 which principally affected the profits and assets

of the Group. Those companies marked with an asterisk(*) are owned directly by Swan Hill Group PLC and the remainder by subsidiaries. All

companies are incorporated in England, except where indicated, operate within their country of incorporation and are wholly owned.

Property Development Houscbuilding

*Swan Hill Property Holdings Limited *Swan Hill Homes Limited
Swan Hill Developments Limited Property Investment

Swan Hill France SA (incorporated in France)

Swan Hill Properties Limited

Own shares are held by the Employee Share Trust {Note 2) and have a market value of £365,000 at 31 December 2000.

The following are the principal associates and joint ventures of Swan Hill Group PLC at 31 December 2000.

Proportion

of share capital

owned
Wellington Square Development Company Limited 50%
Berkeley Hill Limited 50%
Brewery ‘Wharf (Leeds) Limited 50%

Country of
Incorporation
and Operation
England
England
England

Total Issued

Ordinary shares

£100
£200,000
£1,000

The investment in Berkeley Hill Limited is held by the Company. The investment in the other associated and joint venture companies is held by

subsidiaries.
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REPORT & ACCOUNTS 2000

FIXED ASSET INVESTMENTS (continued)

The Group’s investmment in associated and joint venture companies of £178,000 (£114,000) reflects the Group’s share of aggregate gross assets less
gross liabilities in those companies of £11,818,000 (£644,000) less £11,640,000 (£530,000) respectively. Profits before tax include £85,000 {£0) being

the share of profits from associated companies and joint ventures. The balances with associates and joint ventures are shown in Notes 13, 14 and 15,
The principal joint venture relates to the development of the retail town centre scheme in Stockron on Tees. This development is being progressed
within a joint venture company, Wellington Square Development Company Limited, which is funded by loans from the partners and bank debt.

The loans from the Group are included within debtors falling due after one year

The Group’s share of the assets and liabilities of Wellington Square Development Company Limited as at 31 December 2000 are as follows:

£000
Share of assets
Fixed assets 0
Curzent assets 11,416

11,416
Share of labilities
Loans from the partners {10,250)
Bank debt (543)
Other creditors (592)
{11,385)
31

All costs incurred by Wellington Square Development Company relate ta che development at Stockton on Tees and age carried forward as work
in progress.
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REPORT & ACCOUNTS 2000

16. FINANCIAL INSTRUMENTS (continued)

{b) Borrowing facilities
The Group has borrowings facilities as follows:
2000 15%%
£000 £000
QOverdrafr facilities 15,000 15,000
Committed facilities expiring end 2002 20,000 20,000
35,000 35,000
Amounts drawn (22,725} (15,398)
Amounts undrawn 12,275 19,602

These facilities are unsecured. The overdraft facilities are subject to annual review towards the end of each year. The committed facilities are subject to

standard financial and other covenants which are tested twice yearly.

(c} Profile of net financial liabilities
The net financial liabilities at 31 December 2000 were as follows: .
. Sterling Euro Total
£'000 £000 £000
Drawings less offset deposits 19,084 3,641 22,725
Cash at bank and in hand (1) {392) (393)
Total net financial liabilities 19,083 3,249 22,332
At 31 December 1999 9,664 5,287 14,951

The euro drawings have been made for a period of 12 months. The sterling drawings are on a short term basis and are offset by cash balances. At each
drawdown the interest rate is fixed for the period of drawing at the then current rate. The weighted average interest rate for the year for sterling and

euro borrowings was 6.7% and 5.1% respectively.

The Group seeks to mitigate the effect of currency exposure by borrowing in the same currency of its main operating unit overseas. The Group had
non-financial net assets of £5,447,000 (£8,802,000) in France ar 31 December 2000. The drawings in curos, therefore, provide a partial hedge against
this investment. To the extent that the sterling conversion rate with the euro alters there is a consequential credit or charge to reserves, All other
non-financial assets and liabilities are denominated in Sterling.

The Group did not use any other financial derivatives during the year.

In the opinion of the Directors there is no significant difference between the fair values and the book values of financial assets and liabilities.
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19, RESERVES

Share Capital Profit
Premium Redempiigy, Other & Loss
Account Reserve Reserveg Acconny Total
£°000 £000 £000 £°000 £600
The Group
At r—m:cmnw 2000 43,082 L1711 21 18,6m 62,875
Retained result for the Year ¢ 0 0 {759 (759)
Revaluation reserve realised a ] 0 550 550
Issue of ey shareg 3 o 4] ¢ 3
Purchage of owp shareg 0 0 0 (4,238}
Transfer from Share Capita] 0 0 1,263
Translatign difference on for, 0 0 125
_—
1 59817

The OovaE_.

Ar1 January 2000
Rerzined result for tha year
Fssues of 0w shireg
Purchase of QWi shageg
Transfer from Share Capira|

Ar 31 December 2000

0 18,791 60,845
0 (345) {345;
3 0 G a 3
0 {4,238) (4,238)
0
a
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REPORT & ACCOUNTS 2000

21. COMMITMENTS AND CONTINGENCIES

Commirments contracted for at 31 December 2000 but not provided for in these accounts were £160,000 (£ nil).

Annual commitments under non-cancellable operating leases are:

Land and buildings Motor cars
2000 1999 2000 1999
£000 £000 £000 £°000
Expiry:

- within one year 0 0 22 142
— between two and five years 413 413 259 70
- after five years 721 449 0 0

1,134 862 281 212

The Company has guaranteed the bank overdrafts of subsidiary companies.

22. RELATED PARTY TRANSACTIONS

There were no related party transactions which require disclosure other than with associates and joint ventures (Note 11) other than the property sale to a

dizector in 1999 as previously approved by shareholders.
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REPORT & ACCOUNTS 2000

FIVE YEAR REVIEW

1994 1997 1998 1999 2000
£m £m £m £m £m
Turnover
Continuing operations 66 75 53 70 60
Discontinued operations 280 14 23 1 0
346 89 76 71 60
£000 £000 £000 £000 £000
Profit/(loss) on ordinary activities before taxation
Continuing operations 858 4,782 3,971 6,024 4,768
Discontinued operations (4,670) 4,514 {1,316) {2,005) (2,425)
(3,812) 9,296 2,655 4,019 2,343
Taxation charge {1,030) (876) {329) {407) (974}
Profit/{loss) on ordinary activities afrer taxation (4,842) 8,420 2,326 3,612 1,369
Basic earnings/(loss) per Ordinary share {74)p 12.6p 3.4p 5.4p 2.3p
Dividends per O-.&_..E.« share 2.5p 2.75p 3.0p 3.3p 3.6p

The figures have been restated ro reflect the disposal of the construction business in 1997 and Carter Commercial Developments in 1999,

Earnings per Ordinary share are shown in accordance with FRS14 and the figures for earlier years have been restared.
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