


Chairman’s report
for the year ended 31 March 2008

Urban Splash year end results

These results relate to year end March 2008 and looking through
them a year later it is like looking into a past world. The results are
now historic and since the end of the financial year Urban Splash
along with other property companies have had to cope with

the credit crunch, the ongoing bank crisis and lack of mortgage
availability, a collapse in confidence in the housing market and the
general economic recession. It's been a very ‘interesting’ time!

Nonetheless, | am extremely proud of the results. The current
year's trading environment is even worse, but | hope the values
and skills that allowed us to outperform the market last year
will continue to allow us to perform in what are very difficult
circumstances.

I'm very pleased to announce this set of record results with

a total return of £22.3m (profit for the financial year plus
commercial property revaluation). Our turnover was £74.5m
(up 20% on the previous year), net assets increased to £92.7m
(up 31%) and sales of completed apartments were £63.2m
(up 29%).

Our core business is developing, selling and letting residential
homes and developing and renting out commercial office, retail
and work space. Unusually, we also do all the construction and
marketing of our developments; this allows us to manage our
risk and produce the quality for which we are renowned.

Residential sales

Total sales of completed apartments were £63.2m (up 29%
on the previous year). This amounts to 431 homes (up 40%)
including:

- 189 apartments in Rotunda, Birmingham

- 125 upside down houses at Chimney Pot Park in Salford

- 37 apartments in Velvet Mill at Lister Mills in Bradford

- 36 apartments in Christabel, the second of the 3Towers

in Manchester

17 apartments in Mills Bakery in Royal William Yard, Plymouth

Property investments

Our business is split between residential and commercial
properties. Historically we have sold all our residential buildings
and kept our commercial. This commercial portfolio has and
continues to give us some stability against the ups and downs
of development with a large secure rental income. At year end
the total commercial rental income was £8.1m per annum
with a gross value of £136.4m and we were 90% let across
the portfolio. Our real success was Fort Dunlop which was
built entirely speculatively, i.e. without any pre-lets, but we
managed to get it 96% let within twelve months by offering
great design and value for money rents.

We have also now decided to retain an ever increasing
portfolio of residential properties, firstly to satisfy demand,
and secondly to save selling apartments at market dictated
discounts. In the year our residential portfolio increased to
129 apartments (up 29%). A friend once gave me some great
advice which was simply “wherever possible keep hold of
assets.” | wish | had taken his advice a bit earlier and kept

a few of our apartments in every building we've developed.
We're now looking at ways of correcting my mistake and
retaining a greater investment in our residential portfolio.
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Construction

We, as a matter of choice, carry out all our own
construction work. In the year we undertook £88m (up
21% on the previous year) of building work throughout

the country, completing iconic buildings like Rotunda and
Fort Dunlop in Birmingham, the Christabel tower block in
Manchester, Matchworks and Matchbox in Liverpool. We
started on-site at Lakeshore in Bristol, Park Hill in Sheffield,
and Saxton in Leeds.

Not only have we increased our construction work in terms
of quantity but we also build to great quality. Testament

to this is the 24 awards our buildings won during the year
including five projects shortlisted for RIBA Awards for
Architecture, which | believe is an unprecedented number
for any developer. A further 10 awards were received
during the year for our commitment to quality design and
development, taking our total to 235 by March 2008.

Regeneration

The financial figures speak for themselves, but at Urban
Splash we're driven firstly by a desire to work with people to
create great buildings, spaces and places, and only after that
a solid bottom line. We believe that if we are faithful to this
desire for great architecture we will be successful financially
as well.

‘Community” is in danger of becoming an over-used
word, but for us, regeneration is all about building new
communities and thinking about the long term.

We are particularly proud of the role we play in helping
regenerate some of the country’s most deprived areas: with
the transformation of the Cardroom estate in Manchester

to New Islington and the restoration of the Midland Hotel

to help reinvent Morecambe as the Brighton of the North.
The conversion of the Victorian terraces in Chimney Pot Park,
literally turning the terraced house upside down, proved
there is a massive demand for the terraced house when a
little imagination is injected. We're also helping to save some
neglected post war 20th Century heritage buildings like Park
Hill in Sheffield, Lakeshore in Bristol and the Rotunda in
Birmingham.

Brand

We believe that Urban Splash is one of the very few
property companies which really is a brand.

Brands are becoming increasingly important (even if this
hasn't been fully recognised by the property industry) and
we were very pleased to win the North West Top Brand
award for 2007, beating Manchester United and the
Co-operative Group. We were also the only property
company to be included in the Cool Brands Top 50 UK
Brands 2008.
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Outlook

The economic climate is as difficult as I've known it and

like many of our competitors are we are implementing cost
savings. We are however determined to make the most of
opportunities. Our values of mixed-use, great architecture,
conservation and private public sector partnership have never
been more to the fore. Sales are not easy but we believe we
are already seeing “a flight to quality” We have long been
frustrated that our apartments are not being recognised by
valuers as any different in terms of architecture or sustainability
from the most mediocre around the corner. But now we

see a buyers’ market where purchasers are being much

more discerning, and despite some valuers' opinions that all
apartments are worth the same, our experience is that people
are choosing Urban Splash apartments and commercial space
ahead of our competitors.

Current sales of apartments are difficult and cancellation rates
are at increased levels from last year. Build costs have risen
meaning it is increasingly hard to start new projects. However,
our commercial and residential investments continue to
perform well.

The general poor economic climate and the credit crunch

have led us to look closely at our business and our cost base.
We have made significant cost reductions and overhead
reductions. This has been one of the hardest decisions of my
business life and we have lost colleagues and friends from the
business. However, these painful steps have left the company
in leaner and better shape. We are concentrating on our core
business and have successfully leased off the Midland Hotel.

The banking crisis has doubly affected Urban Splash. Firstly
our purchasers have had real difficulty obtaining mortgages

for homes they wanted to buy. We the company have found

it increasingly difficult to raise new funds for development
projects. We're grateful to our bankers at HSBC, The RBS and
The Co-operative Bank for their ongoing support. Our £125m
club facility is due for renewal in 2013 and in July 2009, we also
agreed a 3 year renewal of a £101m HSBC facility.

| believe one opportunity to come out of the economic
downturn is the ability to help tackle the country’s housing
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affordability issues. We believe Urban Splash is well positioned
to provide new types of affordable housing. We have
successfully pioneered English Partnerships ‘First Time Buyers’
Initiative and we are working closely with the Government’s new
Homes and Communities Agency (HCA). We have successfully
gained Housing Corporation accreditation and bid and won
grants for Homebuy Direct and Rent to Homebuy.

These exciting schemes supported by the Government allow
individuals, who otherwise might not be able to afford quality
Urban Splash homes, to rent and buy at subsidised rates. Our
early success in working with HCA is an illustration of our
strength and experience with public private partnerships and our
desire to be the public sector’s regeneration partner of choice.

The competition wins, land acquisitions and successful planning
applications strengthen our asset base, with a pipeline of

over 300 acres of development sites which should produce
over 8,000 new homes and two million sq ft of commercial
space. This strong asset base, our experienced staff and long
established relationships should leave us well placed to benefit
from an upturn in the market. | believe this upturn will happen
before Christmas, I'm just not sure which Christmas!

Urban Splash has made a real impact on towns and cities over
the last 15 years and I'm absolutely determined to continue
working to help regenerate our towns and cities despite the
economic climate.

I'm incredibly proud of our achievements and my thanks go to
all my colleagues, our suppliers and our partners, without whom
none of this would have been achieved.

Please feel free to email me at tombloxham@urbansplash.co.uk
if you have any specific ideas for us.
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Tom Bloxham MBE
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Consolidated profit and loss account
for the year ended 31 March 2008

Turnover: Group and share of joint ventures’

Less: share of joint ventures’ turnover

Group turnover
Cost of sales

Gross profit

Other operating expenses (net)

Operating profit
Profit on sale of tangible fixed assets

Share of joint ventures’ operating profit

Profit on ordinary activities before finance charges

Finance charges (net)
Group

Joint ventures

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit on ordinary activities after taxation

Dividends paid

Retained profit for the year

All activities arose from continuing operations.
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2008 2007

£ £
74,564,571 62,138,481
(569,790) (86,121)
74,504,781 62,052,360
(561,242,637) (44,039,431)
23,262,144 18,012,929
(16,244,692) (13,234,148)
7,017,452 4,778,781
390,986 1,576,511
60,245 38,920
7,468,683 6,394,212
(4,179,302) (3,426,822)
(100,568) (71,141)
(4,279,870) (3,497,963)
3,188,813 2,896,249
660,404 (469,589)
3,849,217 2,426,660

- (1,571,072)

3,849,217 855,588
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Consolidated balance sheet
31 March 2008

Fixed assets

Tangible assets

Investments in joint ventures:
- share of gross assets

- share of gross liabilities

Current assets

Stock

Debtors

- due within one year

- due after one year
Current asset investments
Cash at bank and in hand

Creditors: Amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: Amounts falling due after more than one year

Provisions for liabilities

Net assets

Capital and reserves
Called-up equity share capital
Capital redemption reserve
Share premium account
Revaluation reserve

Other reserve

Profit and loss account

Equity shareholders’ funds
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2008 2007
£ £
261,483,937 166,813,106
2,249,204 1,484,626
(2,404,805) (1,600,404)
261,328,336 166,697,328
44,112,885 70,534,919
51,410,973 17,644,257
1,585,312 899,145
290,577 1,827,707
111,396 6,645
97,511,143 90,912,673
(132,704,480) (102,333,112)
(35,193,337) (11,420,439)
226,134,999 155,276,889
(132,757,379) (84,038,475)
(654,421) (506,803)
92,723,199 70,731,611
1,993,600 2,000,000
6,400 -
4,609,464 4,609,464
65,445,176 47,025,805
32,229 32,229
20,636,330 17,064,113
92,723,199 70,731,611
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