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Board of Directors

Bob Speirs

Appointed Chairman in July 1999. He is
also Chairman of Stagecoach Group plc
and a Non-Executive Director of Securysis
Limited. He is a former Finance Director
of The Royal Bank of Scotland Group.

Keith Miller CBE

Joined the Group in 1975. He was
appointed a Director in 1976 and Group
Chief Executive in 1994.

John Richards

Joined the Group in 1987 and was
appointed to the Board in 1994 as Group
Finance Director. Prior to this appointment
he was a Director of Miller Homes and
Miller Developments. He is a Non-
Executive Director of Aberforth Geared
Capital and Income Trust plc.

Phil Miller

Joined the Group in 1989 and was
appointed a Director in 1997. He is
Chief Executive of Miller Developments.

Tim Hough

Joined the Group in September 2002.
He is Chief Executive of Miller Homes.

Malcolm Gourlay

Appointed a Non-Executive Director in
1997. Chairman of Martin Currie Limited
and Havelock Europa plc and Deputy
Chairman of Bibby Line Group Limited.
He is a Chartered Accountant and

is Chairman of the Audit Committee.

Andrew Huntley

Appointed a Non-Executive Director

in September 2002. Formerly Chairman
of Insignia Richard Ellis. He is a Non-
Executive Director of Catella Property UK
and Chairman of the AIM-listed company,
Panceltica Holdings Limited.

Tim Bowdler

Appointed a Non-Executive Director

in March 2004. He is Chief Executive
of Johnston Press plc, a Non-Executive
Director of The Press Association and
Chairman of the Press Standards Board
of Finance Ltd. He is Chairman of the
Remuneration Committee.

Dimitrios Hatzis

Appointed a Non-Executive Director in
February 2008. He works as a consultant
and transaction adviser. Formerly in the
Group Executive Committee of Amey plc.
He is a Chartered Civil Engineer.

Pamela Smyth
Joined the Group in 1989. Appointed

Company Secretary in 2002, she is also
the Group Legal Director.



Miller Group Annual Report and Accounts 2007 49

50
53
56
57
58
58

59
60
61
80

Corporate Governance
Remuneration Report

Report of the Directors

Report of the Auditors

Group Profit and Loss Account

Statement of Total
Recognised Gains and Losses

Balance Sheets

Group Cash Flow Statement
Notes

Five Year Financial Summary



50 Miller Group Annual Report and Accounts 2007

Corporate Governance

The maintenance of effective corporate governance is a key priority for the Board. The statement below describes
how the principles of the Combined Code on Corporate Governance, as amended in June 2006 (the ‘Code’),
have been adopted and implemented by the Group.

Board of Directors

The Board is collectively responsible for corporate governance and for establishing the policies and strategies of
the Group. It is supplied with information of appropriate form and quality in a timely manner. The directors are listed
on page 48. The senior independent director is Mr J M Gourlay. Directors are subject to election at the first Annual
General Meeting after their appointment and for re-election thereafter at intervals of not more than three years.
The Board had seven scheduled meetings during the year and there was full attendance except that Mr K M Miller
was absent for one meeting and Mr T Bowdler was absent for three meetings. There were three additional
Board meetings held during the year which were attended by all Board members except that Mr A S Huntley
and Mr J S Richards were absent from one meeting. There are three standing Board Committees: Nomination,
Remuneration and Audit.

The Board uses the information contained within the Annual Report to present a balanced and understandable
assessment of the Group’s position and prospects. The Board has a formal schedule of matters reserved to

it for decision but otherwise delegates specific responsibilities. Matters reserved for the Board include approval
of the annual and interim results, dividend policy, major acquisitions and monitoring of risk.

The Board undertakes an annual evaluation of its performance, that of its committees and of individual directors
through face to face discussions between the Chairman and individual Board members. The non-executive directors
undertake an annual performance evaluation of the Chairman, taking into account the views of other directors.

The Chairman and the non-executive directors, are considered independent. Dr D Hatzis has demonstrated his
independence of character and judgement since joining the Board notwithstanding his relationships with significant
family shareholders. Mr J M Gourlay has now completed over nine years service as a non-executive director. The Board
considers him to remain independent because his longstanding appointment has not in any way affected his objectivity
and his detailed knowledge of the Group allows him to provide constructive challenge where appropriate.

All directors have access to the advice and services of the Company Secretary and may seek independent professional
advice and training, at the Company’s expense, if required to carry out their duties. The Company has appropriate
insurance cover in the event of legal action against any director.

Nomination Committee

The Nomination Committee is chaired by Mr R Speirs and comprises the Group Chief Executive and the non-executive
directors, other than Dr D Hatzis. The Committee has written terms of reference and recommends all new appointments
to the Board. The Committee met once during the year to consider and thereafter recommend the appointment

of Dr D Hatzis.

Remuneration Committee

The Remuneration Committee is chaired by Mr T Bowdler and comprises the non-executive directors, other than

Dr D Hatzis. The Committee met four times during the year and there was full attendance except that Mr T Bowdler
and Mr A S Huntley were each absent for one meeting. The Committee determines the remuneration of the executive
directors and assists in the formulation of remuneration policy for other senior executives.

Further details of the remuneration policy are set out in the Remuneration Report. Where executive directors serve
as a non-executive director elsewhere any fees earned are retained by the Group.
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Accountability and audit

The Board has appointed an Audit Committee which is chaired by Mr J M Gourlay and comprises the non-executive
directors, other than Dr D Hatzis. It has written terms of reference which include the review of the interim and annual
accounts, review of the internal and external audit plans and the consideration of any matters raised by the internal and
external auditors. During the year the Committee met on three occasions at which there was full attendance, except
that Mr T Bowdler was absent for one meeting.

The Audit Committee reviews and monitors the external auditors’ independence and objectivity. During the year the
external auditors provided tax compliance, tax advisory and corporate finance services. In the view of the Committee this
did not compromise the auditors’ independence as, where appropriate, teams from offices separate from the audit team
were used. The external auditors operate their own procedures to safeguard their independence being compromised.

The Group has a whistle blowing procedure in place which is publicised in the staff handbook and as part of the new
employee induction program. All employees are reminded periodically that they may raise concerns about malpractice,
improper or illegal behaviour, in confidence, without concern about victimisation or disciplinary action.

Internal control

The Board is ultimately responsible for the Group’s system of internal control and for reviewing its effectiveness.
However, such a system is designed to manage rather than eliminate the risk of failure to achieve business objectives,
and can provide only reasonable and not absolute assurance against material misstatement or loss. The Board confirms
that there is an ongoing process for identifying, evaluating and managing the significant risks faced by the Group
that has been in place for the year under review and up to the date of approval of the Annual Report and accounts,
and that this process is regularly reviewed by the Board. The Board has reviewed the effectiveness of the system of
internal control. In particular, it has reviewed and updated the process for identifying and evaluating the significant risks
affecting the business and the policies and procedures by which these risks are managed.

Management are responsible for the identification and evaluation of significant risks applicable to their areas of business
together with the design and operation of suitable internal controls. These risks are assessed on a continuous basis
and may be associated with a variety of internal or external sources including market changes, control breakdowns,
disruption of information systems, competition and regulatory requirements.

Management provide regular updates of significant risks affecting their businesses to the Board together with details of
key internal controls and risk management initiatives. This process is facilitated by internal audit who also provide assurance
as to the operation and validity of the system of internal control and review corrective action plans. Management report
regularly on their review of risks and how they are managed to the Audit Committee who review, on behalf of the Board,
the key risks inherent in the business and the system of control necessary to manage such risks, and present their findings
to the Board. Internal audit independently review the risk identification procedures and control processes implemented
by management, and report to the Audit Committee on a half yearly basis. The Audit committee reviews the assurance
procedures, ensuring that an appropriate mix of techniques is used to obtain the level of assurance required by the Board.

The Group Chief Executive also reports to the Board on behalf of the Executive Team on significant changes in the business
and the external environment which affect significant risks.

The Group Finance Director provides the Board with monthly financial information which includes key performance and
risk indicators. Where areas for improvement in the system are identified, the Board considers the recommendations
made by the Executive Team and the Audit Committee.
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Corporate Governance (continued)

Relations with shareholders

The Group holds active dialogue with its shareholders. Investor briefings were held twice during the year for major
shareholders. These have been attended by all directors, except that Mr A S Huntley was absent for one briefing, and
include presentations from the Group Chief Executive and Group Finance Director and a wide range of relevant issues
are discussed. Non-executive directors are kept informed of the views of shareholders.

All members of the Board attend the Annual General Meeting. Both the Chairman and the senior non-executive director
are available to meet shareholders if requested. As part of their induction new directors attend investor briefings
and are introduced to shareholders.

Statement of compliance
The Board has reviewed its governance arrangements against the Combined Code on Corporate Governance
and complies fully with the principles and provisions set out except that:

e The Company did not comply with provision A3.2 in that, until the appointment of Dr D Hatzis, less than half
the Board, excluding the Chairman, were independent non-executive directors.

¢ Provision A7.2 requires that non-executive directors who serve longer than nine years be subject to annual re-election.
Mr J M Gourlay was last re-appointed in May 2007 and under the Company’s Articles of Association is not required
to offer himself for re-election in May 2008 despite having served for over nine years.

Going concern

The directors have reviewed the latest budget and strategy projections. They have a reasonable expectation that the Group
has adequate resources to continue in operational existence for the foreseeable future. For this reason the accounts
have been prepared on the going concern basis.

Statement of directors’ responsibilities

The directors are responsible for preparing the Report of the Directors and accounts in accordance with applicable

law and regulations. Company law requires the directors to prepare accounts for each financial year. Under that law
they have elected to prepare the accounts in accordance with UK Accounting Standards. The accounts are required by
law to give a true and fair view of the state of affairs of the Company and Group and of the profit or loss for that period.
In preparing those accounts, the directors are required to:

» select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the accounts; and

o prepare the accounts on the going concern basis unless it is inappropriate to presume that the Company
will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the Company and enable them to ensure that its financial statements comply
with the Companies Act 1985. They have general responsibility for taking such steps as are reasonably open
to them to safeguard the assets of the Company and to prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included
on the Company’s website. Legislation in the UK governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.
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Remuneration Report

Remuneration Committee

The remuneration of the executive directors is determined by the Remuneration Committee (the ‘Committee’)
within a framework set by the Board on its behalf. Its role is to make recommmendations to the Board on all aspects
of the remuneration, benefits and employment conditions of the executive directors and other senior management.
The Committee is chaired by Mr T Bowdler and also comprises Mr R Speirs, Mr J M Gourlay and Mr A S Huntley.
It has access to independent advice where it considers it appropriate. During the year the Group Personnel Director
provided the Committee with regular benchmarking information obtained from external sources.

The remuneration of the non-executive directors is determined by the Board, with the non-executive directors
concerned not participating in the decision.

Remuneration Policy

The Remuneration Policy is intended to attract, retain and motivate executive directors and to align the interests
of directors and shareholders. The key elements of the executive directors’ remuneration package are basic salary,
annual bonus, share options, Company car, private health insurance and membership of the Group pension schemes
and Long-Term Incentive Plans (‘LTIPS’). In deciding on appropriate levels of remuneration the Committee has regard
to rates of pay for similar positions in comparable companies as well as internal factors including performance.

In accordance with best practice, a significant proportion of executive directors’ remuneration is performance related,
representing 72% of total remuneration in 2007.

In 2006 the Group reviewed its annual bonus and long-term incentive framework. Bonus is geared towards
the achievement of short-term annual budget targets. It is now paid annually. A Performance Share Plan (‘PSP’)
was introduced to replace the Executive Share Option Scheme and an element of the LTIP scheme that
operated in previous years. The PSP is aimed to align reward with the achievement of the Group’s medium-term
strategic targets.

Non-executive directors receive an annual fee and do not participate in the annual bonus scheme
or any of the Company’s share option schemes, PSP, LTIPs or Company pension schemes.

Basic salary

The Committee reviews the basic salaries of executive directors annually and whenever an individual changes
position or responsibility. Basic salaries were last reviewed in June 2007 with any consequent changes being
effective from 1 July 2007.

Annual bonus

The Group operates a non-pensionable annual performance related bonus scheme for executive directors. In setting
the bonus parameters, the Committee takes into account the internal budgets and strategic growth and performance
objectives for the Group as a whole and each of the respective businesses. The annual bonus is principally related
to Group Profit before Tax as recorded in the management accounts. However it also recognises the importance
of divisional profitability and certain other non financial KPIs such as the results from quarterly customer satisfaction
surveys. These ‘performance conditions’ are considered appropriate as they are the key drivers of enhanced
shareholder value. The 2007 scheme provides for a minimum bonus of 10% on achievement of 90% of budget.
This rises to 40% of salary on achievement of budget, with additional sums payable for performance above budget
on a pro rata basis. The maximum potential annual bonus payment is 80% of basic salary.

The performance targets for Mr K M Miller and Mr J S Richards are geared solely to Group performance, whereas those
for Mr P H Miller and Mr T Hough are based 25% on Group performance and 75% on the performance of the divisions
for which they are directly responsible. For the year ended 31 December 2007 bonus awards ranged between 72%
and 80% of basic salary. Annual bonus earned by the executive directors as a result of achieving 2007 performance
targets, which will be paid in April 2008, was £1,126,000 (2006: £1,023,000).
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Remuneration Report (continued)

Long-term incentive plan (LTIP)

On the achievement of the 2007 target performance conditions detailed above an additional bonus of 10% of salary is
earned with further sums earned for performance above target, on a pro rata basis, up to a maximum bonus of 20% of
basic salary. The amount of additional bonus earned is deferred and placed into a three year long-term incentive plan.
The value of the deferred bonus is adjusted in line with the movement in the share price over the three year scheme
period. This is consistent with the scheme that was in place in 2006. At the year end the provisional value of the bonus
deferred by the executive directors is £281,000 in relation to the 2007 scheme and £401,000 in relation to the 2006 scheme.

In previous years any amount of annual performance related bonus earned could be deferred and placed into a three year
long-term incentive plan. In the event that 25% or more of bonus was deferred, the Company in return matched on a
0.25:1 basis the deferred amount of bonus. The value of the deferred bonus and any matching element was adjusted
in line with the movement in the share price over the three year scheme period. At the year end the provisional value
of the bonus deferred by the executive directors, including the matching element, under the 2005 plan is £2,136,000.
The 2004 plan was settled in April 2007 resulting in a payment of £2,301,000.

Performance Share Plan

The Group operates a Performance Share Plan (‘PSP’) under which, at the discretion of the Committee, shares can be
provisionally allocated at nil value to executive directors (including the Group Chief Executive) and selected employees.
Before the provisional share allocation vests predetermined performance conditions must be met. Currently the performance
condition requires profit before tax (‘PBT’) growth of at least 7.5% per annum over a three year period at which point
25% of the shares provisionally awarded vest. For the provisional shares to vest in full, an increase in PBT equating to
an aggregate of 20% per annum over a three year period is required. This performance condition is considered a stretching
target and an appropriate indicator of management’s success in growing the business.

Share options

Prior to 2006 the Group operated an Executive Share Option Scheme under which, at the discretion of the Committee,
options could be provisionally granted at the then market value to executive directors (excluding the Group Chief Executive)
and selected employees. Before the options may be exercised predetermined performance conditions must be met.
The performance condition requires an increase in Group profit before tax equating to an aggregate of 4% above the annual
increase in the Retail Price Index over a three year period. In addition, executive directors, along with other members
of staff, participate in the Company’s savings related share option schemes.

Details of provisional share awards and share options granted to executive directors are as follows:

At At Earliest

1January 31 December Exercise date of Expiry
2007 Granted Exercised Lapsed 2007 price exercise date
K M Miller
PSP — 2007 - 27,273 - - 27,273 nil 30.0410 30.04.10
PSP — 2006 34,851 - — — 34,851 nil 30.04.09 30.04.09
J S Richards
PSP - 2007 - 18,182 = = 18,182 nil 30.0410  30.04.10
PSP — 2006 23,234 = = = 23,234 nil 30.04.09 30.04.09
executive 50,000 = (50,000) = = 614p 01.07.05 01.07.12
executive 65,000 = (65,000) = = 615p 01.07.06 01.0713
executive 60,000 - (60,000) - - 716p  01.07.07 01.07.14
executive 50,000 - - - 50,000 849p 01.07.08 01.07.15
SAYE 1,116 — - - 1,116 849p 31.08.08 28.02.09
P H Miller
PSP — 2007 - 18,182 - - 18,182 nil  30.0410 30.04.10
PSP — 2006 23,234 - - - 23,234 nil  30.04.09 30.04.09
executive 38,000 - (88,000) - - 614p 01.07.05 01.07.12
executive 65,000 — (65,000) — — 615p 01.07.06 01.0713
executive 60,000 — (60,000) — — 716p 01.07.07 01.07.14
executive 50,000 = = = 50,000 849p 01.07.08 01.07.15
SAYE 1,946 - - - 1,946 849p 31.0810  28.02.11
T Hough
PSP - 2007 - 18,182 - - 18,182 nil 30.0410  30.04.10
PSP - 2006 23,234 - - - 23,234 nil  30.04.09 30.04.09
executive 60,000 - (60,000) - - 716p 01.07.07  01.07.14
executive 50,000 - - - 50,000 849p 01.07.08 01.07.15
SAYE 2,283 - - — 2,283 716p 31.08.09 28.02.10

The market price of a share on the dates of exercise was £16.50.
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Directors’ interests in shares of the Company

Ordinary shares of 10p

31.12.07 31.12.06

KM Miller: Beneficial 3,162,725 3,152,725
As trustee 636,000 636,000

J S Richards 225,000 225,000
P H Miller 150,699 150,699
T Hough 170,000 170,000
R Speirs 10,000 10,000
J M Gourlay 10,000 10,000
T Bowdler 10,000 10,000
A S Huntley 10,000 10,000
D Hatzis 21,250 21,250

Shadow share options

The Group Chief Executive did not participate in prior year share option schemes but was entitled to receive a cash
bonus in line with the performance conditions of the share option scheme. The notional share options under this scheme
are as follows:

At At Earliest
1January 31 December Exercise date of Expiry
2007 Granted Exercised Lapsed 2007 price exercise date
2004 Scheme 80,000 — (80,000) = = 716p 01.07.07 01.0714
2005 Scheme 75,000 — = = 75,000 849p 01.07.08 01.07.15

The market price of a share on the date of exercise was £16.50.

Other benefits
The executive directors receive certain benefits in kind, principally a car or an allowance in lieu, life assurance and private
medical insurance. These benefits are not pensionable.

Pensions

Mr J S Richards and Mr P H Miller contribute to The Miller Group Limited Pension Scheme (Directors and Senior Executives’
section) which is a contributory, defined benefit scheme. Mr K M Miller contributed to this scheme until the change

in UK pension legislation in April 2006 after which he opted out of the Group’s pension scheme arrangements and

was compensated for the resulting loss of benefits via a salary supplement. Individuals in the scheme contributed 14.5%

of basic salary. Mr T Hough is a member of the Group Personal Pension Plan which is a defined contribution scheme.
Only basic salary is pensionable. A new pension arrangement was introduced during the year which allows employees
(including directors) to sacrifice an element of their salary equivalent to the pension contribution they would have made.
The amount of salary sacrificed is contributed by the Company as an employer contribution to the pension scheme.

Prior to the change in pension legislation the Company had undertaken to provide benefits to Mr P H Miller and Mr T Hough
equivalent to those provided under the Group Pension Schemes in respect of remuneration in excess of the limit determined
by UK tax law (the earnings cap). As these payments were considered a benefit in kind a FURBS bonus was paid to cover
the personal tax liability arising. Following the abolition of the earnings cap from April 2006 full basic salary became
pensionable and the FURBS arrangements were therefore discontinued. After this date the Group contributed to both

a personal pension plan and the Group defined benefit scheme on behalf of Mr P H Miller and solely to the Group Personal
Pension Plan for Mr T Hough.

Service contracts
Executive directors
All executive directors have service contracts which provide for a 12 month notice period by either party.

Non-executive directors
The appointment of non-executive directors is subject to the Articles of Association of the Company. In the case
of all non-executive directors the notice period is six months. Details of terms are as follows:

Date of initial Commencement
appointment date of current term
R Speirs 1 July 1999 10 May 2005
J M Gourlay 1 December 1997 15 May 2007
A S Huntley 10 September 2002 9 May 2006
T Bowdler 17 March 2004 9 May 2006

D Hatzis 5 February 2008 5 February 2008
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Report of the Directors

The directors have pleasure in presenting their report and the audited accounts for the year ended 31 December 2007.

Principal activities
The business conducted by the Group consists of Housing, Property Development and Construction.

Business review
The operations of the Group are reviewed in detail in the Group Chief Executive’s Review and Group Finance Directors
Review which are set out on pages 4 to 31 of this report.

Results and dividends

The Group profit after taxation for the financial year amounted to £57.8m (2006: £64.6m). The directors have declared
that a second interim ordinary dividend of 42.8 pence per share be paid. This has not been included within creditors

as it was not approved before the year end. Dividends paid during the year comprise a final dividend of 38.9 pence
per share in respect of the previous financial year together with an interim dividend in respect of the current financial
year of 15.6 pence per share.

Directors

The directors at the date of this report are shown on page 48. In accordance with the Company’s Articles of Association,
Mr K M Miller, Mr R Speirs and Mr T Hough retire by rotation and, being eligible, offer themselves for re-election. Having
been appointed since the last Annual General Meeting Dr D Hatzis retires and, being eligible, offers himself for re-election.
The interests of the directors in shares and share options are disclosed in the Remuneration Report on page 55.

Acquisition of own shares
During the year, 856,233 ordinary shares were purchased from shareholders by the Employee Benefit Trust for a total
consideration of £14.1m, an element of which were reissued to employees under share option schemes.

Following the year end, on 4 April 2008, the Company completed the repurchase of part of its issued share capital.

The Employee Benefit Trust also purchased shares directly from exiting shareholders, which it will use for the purpose of
future awards under the Group’s share-based payment arrangements. The implications of the transaction on the Balance
Sheet are explained in the Group Finance Director’s Review and note 28.

Employees

Applications for employment of disabled persons are always fully considered, bearing in mind the respective aptitudes
and abilities of the applicant concerned. In the event of members of staff becoming disabled, every effort is made to
ensure that their employment with the Group continues and that appropriate training is arranged. It is the policy of the
Group that the training, career development and promotion of disabled persons should, as far as possible, be identical
to that of a person who is fortunate not to suffer from a disability. It is Group policy to keep employees informed
regarding the achievements and prospects of the Group. In particular, team briefing is in operation and a newsletter
is issued at regular intervals.

Supplier payment policy

Each business is responsible for agreeing the terms and conditions, including terms of payment, relating to transactions
with its suppliers. It is Group policy to abide by the agreed terms of payment with suppliers where the goods and services
have been supplied in accordance with the relevant terms and conditions of contract. The Company’s average supplier
payment period at 31 December 2007 was 30 days (2006: 38 days).

Contributions
The total of charitable donations made by the Group was £177,000.

Close company status
In terms of the Income and Corporation Taxes Act 1988, the Company is a close company.

Disclosure of information to auditors

The directors who held office at the date of approval of the Report of the Directors confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditors are unaware; and each director has taken
all the steps that they ought to have taken as a director to make themselves aware of any relevant audit information and
to establish that the Company’s auditors are aware of that information.

Auditors
In accordance with Section 384 of the Companies Act 1985, a resolution for the reappointment of KPMG LLP as auditors
of the Company is to be proposed at the forthcoming Annual General Meeting.

By order of the Board,
P J Smyth,

Secretary

Edinburgh

7 April 2008
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Report of the Auditors

Independent Auditors’ Report to the members of The Miller Group Limited

We have audited the accounts on pages 58 to 79 which comprise the Group Profit and Loss Account, the Balance
Sheets, the Statement of Total Recognised Gains and Losses, the Group Cash Flow Statement and the related notes.
These accounts have been prepared under the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with section 235 of the Companies
Act 1985. 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.

Respective responsibilities of directors and auditors

The directors responsibilities for preparing the Report of the Directors and the accounts in accordance with applicable
law and United Kingdom accounting standards (UK Generally Accepted Accounting Practice) are set out in the Statement
of Directors’ Responsibilities on page 52. Our responsibility is to audit the accounts in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the accounts give a true and fair view and are properly prepared in accordance
with the Companies Act 1985. We also report to you if, in our opinion, the Report of the Directors is not consistent with
the accounts. The information given in the Report of the Directors includes that specific information presented in the
Group Chief Executive’s Review that is cross referred from the Business review section of the Report of the Directors.
In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law regarding directors’
remuneration and other transactions is not disclosed.

We read the other information contained in the Annual Report and consider whether it is consistent with the audited
accounts. This other information comprises only the Report of the Directors, the Chairman’s Statement and the Group
Chief Executive’s Review. We consider the implications for our report if we become aware of any apparent misstatements
or material inconsistencies with the accounts. Our responsibilities do not extend to any further information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing

Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures
in the accounts. It also includes an assessment of the significant estimates and judgements made by the directors in

the preparation of the accounts, and of whether the accounting policies are appropriate to the Group and Company’s
circumstances, consistently applied and adequately disclosed.

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

Opinion
In our opinion:

» the accounts give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the state of
affairs of the Company and the Group as at 31 December 2007 and of the profit of the Group for the year then ended;

o the accounts have been properly prepared in accordance with the Companies Act 1985; and
« the information given in the Report of the Directors is consistent with the accounts.

KPMG LLP

Chartered Accountants
Registered Auditors
Edinburgh

7 April 2008
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Group Profit and Loss Account

2007 2006
Notes £m £m
2 Turnover: Group and share of joint ventures 1,309.2 1,280.7
Less share of joint ventures (76.4) (115.5)
Group Turnover 1,232.8 1,115.2
Cost of sales (1,043.7) (930.4)
Gross profit 189.1 184.8
Administrative expenses
Recurring (87.2) (88.4)
Exceptional 1.6 3.4
Group operating profit 103.5 99.8
Share of operating profit in:
Joint ventures 18.8 13.2
Associates (0.3) 0.4
Total operating profit 122.0 113.4
Profit on disposal of joint ventures 7.3 13.5
Operating profit including joint ventures 129.3 126.9
Gain on disposal of fixed assets — 2.1
2 Profit before interest
Recurring 127.7 12315
Exceptional 1.6 515
129.3 129.0
3 Net interest payable (48.1) (41.8)
6 Profit on ordinary activities before tax
Recurring 79.6 81.7
Exceptional 1.6 B4
81.2 87.2
8 Tax (23.4) (22.6)
Profit after taxation for the financial year 57.8 64.6
Statement of Total Recognised Gains and Losses
2007 2006
£m £m
Profit after taxation for the financial year
Group 40.4 47.9
Joint ventures and associates 17.4 16.7
57.8 64.6
Actuarial gain on pension scheme 4.5 2.9
Deferred tax on actuarial gain (1.2) (0.9
Exchange gain 0.3 =
Total gains and losses recognised relating to the financial year 61.4 66.6
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Balance Sheets

Group Company
2007 2006 2007 2006
Notes £m £m £m £m
Fixed assets
10 Goodwiill 21.2 22.7 - -
11 Tangible assets 156.2 16.4 — —
12 Investments in joint ventures: 1341 23.2
Share of gross assets 278.0 221.8
Share of gross liabilities (276.2) (229.2)
Loans to joint ventures 85.0 64.7
86.8 57.3 131 238.2
12 Other investments 6.3 3.6 41.9 411
129.5 100.0 55.0 64.3
Current assets
13 Stocks and work in progress 1,105.8 1,076.3 - -
14 Debtors 103.3 84.3 57741 311.7
Cash at bank and in hand 19.8 15.2 122.5 54.4
1,228.9 1,175.8 699.6 366.1
15 Creditors: amounts falling due within one year (837.1) (394.5) (126.0) (117.5)
Net current assets 891.8 781.3 573.6 248.6
Total assets less current liabilities 1,021.3 881.3 628.6 312.9
16 Creditors: amounts falling due after more than one year (685.2) (576.0) (476.0) (163.5)
17 Provisions - (2.9) - -
5 Pension liabilities (0.5) (10.0) - =
Net assets 335.6 292.4 152.6 149.4
Capital and reserves
18 Called up share capital 2.2 2.2 2.2 2.2
19  Share premium account 30 80 85 S
19 Capital redemption reserve 0.3 0.3 0.3 0.3
19 Profit and loss account 341.7 295.0 158.7 152.0
19  Own shares held (12.1) (8.6) (12.1) (8.6)
Shareholders’ funds 335.6 292.4 152.6 149.4

These accounts were approved by the board of directors on 7 April 2008 and were signed on its behalf by:

Bob Speirs Chairman
John Richards Group Finance Director
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Group Cash Flow Statement

Reconciliation of operating profit to net cash flow from operating activities

2007 2006
Notes £m £m
Operating profit 103.5 99.8
Goodwill 0.1) (2.0)
Depreciation 1.4 1.5
Share-based payments 0.7 14
Increase in stocks and work in progress (42.3) (111.7)
Increase in debtors (21.2) (16.6)
Increase in creditors and provisions 14.0 0.1
Net cash inflow/(outflow) from operating activities 56.0 (27.5)
Consolidated cash flow statement
2007 2006
£m £m
Net cash inflow/(outflow) from operating activities 56.0 (27.5)
Dividends received from joint ventures and associated undertakings 8.0 5.9
24 Returns on investments and servicing of finance (42.4) (82.3)
Corporation tax paid (18.0) (15.0)
24 Capital expenditure and financial investment 8.2) 1.5
24 Acquisitions and disposals (32.3) 15.5
Equity dividends paid (11.7) (8.8)
Net cash outflow before financing (43.6) (60.7)
24 Financing 54.9 57.7
Increase/(decrease) in cash 1.3 (3.0)
Reconciliation of net cash flow to movement in net debt
2007 2006
£m £m
Increase/(decrease) in cash 1.3 (8.0)
Cash flow from increase in debt and finance leases (62.1) (53.8)
Debt acquired with subsidiary (4.0) =
25 Movement in debt in year (54.8) (56.8)
25 Net debt at beginning of year (613.2) (556.4)

25 Net debt at end of year (668.0) (613.2)
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Notes

Accounting policies

Basis of accounting
The accounts are prepared under the historical cost basis of accounting and in accordance with applicable
accounting standards.

The following accounting policies have been applied consistently in dealing with items which are considered material
in relation to these financial statements.

Basis of consolidation

The consolidated accounts include the accounts of the parent company and all its subsidiary undertakings made up
to 31 December each year. The results of subsidiary undertakings acquired or disposed of during the year are included
in the accounts from or to the effective dates of acquisition or disposal. As permitted by Section 230 of the Companies
Act 1985 the profit and loss account of the parent company is not presented.

Goodwill

Goodwill represents the difference between the fair value of the consideration given and the fair value of the separable
net assets acquired and is capitalised on the balance sheet and amortised in equal annual installments over its useful
economic life. Provision is made for any impairment when identified.

Joint ventures and associates

An associate is an undertaking in which the Group has a long-term interest, usually from 20% to 50% of the equity
voting rights, and over which it exercises significant influence. A joint venture is an undertaking in which the Group
has a long-term interest and over which it exercises joint control. The Group’s share of the profits less losses of
associates and of joint ventures is included in the consolidated profit and loss account and its interest in their net
assets is included in the consolidated balance sheet. Where a Group company is party to a joint arrangement which
is not an entity, that company accounts directly for its part of the income and expenditure, assets, liabilities and cash
flows of the joint arrangement. Such arrangements are reported in the consolidated accounts on the same basis.

Turnover
Turnover comprises invoiced sales of homes, land and property developments, rentals receivable and management
fees and in the case of long-term contracts, the value of work done during the year.

Profit recognition

Profits in respect of sales of properties, including land, are included in the accounts where legal completion has taken
place by the end of the financial year. Profits in respect of long-term contracts are included where the contract outcome
can be foreseen with reasonable certainty and are determined by reference to the valuation of work done less related
costs of production. Provision is made for all foreseeable contract losses. Claims are recognised as income when
certified or agreed in writing.

Depreciation
Depreciation is provided to write off the cost less estimated residual value of tangible fixed assets using the straight
line method over the estimated useful lives of the assets concerned. The main annual rates in use are as follows:

Freehold properties 2 per cent
Vehicles 25 per cent
Computer hardware 33-100 per cent
Office equipment, furniture and fittings 10-20 per cent

Freehold land is not depreciated

Share-based payments

The Company’s share option programmes allow eligible employees to acquire shares. The fair value of awards granted
is recognised as an employee expense with a corresponding increase in equity. The fair value is measured at grant
date and spread over the period during which the employees become unconditionally entitled to them. The fair value
of the awards granted is measured using an option pricing model, taking into account the terms and conditions
upon which the shares were granted. The amount recognised as an expense is adjusted to reflect the actual number
of awards that vest.
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Notes

1. Accounting policies (continued)

Stocks and work in progress

Stocks and work in progress are carried at the lower of cost and net realisable value. Contract work in progress

is shown within debtors as amounts recoverable on contracts and is stated at cost incurred plus attributable profit,
less amounts transferred to the profit and loss account, after deducting foreseeable losses and payments on account
not matched with turnover. Where payments on account exceed the value of work certified at the balance sheet date
this is shown as payments on account within creditors.

Taxation

The charge for taxation is based on the profit or loss for the year and takes into account taxation deferred because
of timing differences between the treatment of certain items for taxation and accounting purposes. Deferred tax is
recognised, without discounting, in respect of all timing differences which have arisen but not reversed by the balance
sheet date, except as otherwise required by FRS 19. Deferred tax assets are recognised to the extent that these
amounts are recoverable.

Foreign currencies

The net assets of overseas subsidiary and associated undertakings are translated into sterling at the rates of exchange
ruling at the end of the financial year. Profit and loss accounts of those undertakings are translated into sterling

at average rates ruling during the financial year. The resulting exchange differences are dealt with through reserves.

Leased assets
Expenditure on operating leases is charged to the profit and loss account as incurred.

Dividends

Dividends unpaid at the balance sheet date are recognised as a liability to the extent that they are appropriately
authorised and no longer at the discretion of the Company. Unpaid dividends that do not meet these criteria
are disclosed in the notes to the accounts.

Pensions
The Group operates a pension scheme providing benefits based on final pensionable pay. The assets of the scheme
are held separately from those of the Group.

Pension scheme assets are measured using market values. Pension scheme liabilities are measured using a projected
unit method and discounted at the current rate of return on a high quality corporate bond of equivalent term and currency
to the liability.

The pension scheme surplus (to the extent that it is recoverable) or deficit is recognised in full. The movement in the
scheme surplus/deficit is split between operating charges, finance items and, in the statement of total recognised gains
and losses, actuarial gains and losses.

The parent is a member of the scheme but as its share of the underlying assets and liabilities of the scheme are not
separately identifiable on a consistent and reasonable basis it accounts for the scheme, as required by FRS 17, as if it
were a defined contribution scheme. As a result the amount charged to the parent’s profit and loss account represents
the contributions payable to the scheme in respect of the accounting period.

The Group also operates defined contribution schemes. The assets of the schemes are held separately from those
of the Group in independently administered funds. The amount charged against profits represents the contributions
payable to the schemes in respect of the accounting period.



2. Segmental analysis
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Turnover Profit before interest

2007 2006 2007 2006

£m £m £m £m

Housing 721.5 729.8 83.0 971
Property 198.4 158.3 36.0 28.3
Construction 389.3 342.6 1041 6.9
Group and Mining - - (1.4) (8.8)
1,309.2 1,230.7 1277 123.5

Exceptional items (note 6) 1.6 5.5
Profit before interest 129.3 129.0
Net interest payable (48.1) (41.8)
Profit before tax 81.2 87.2

Share of turnover and operating profit of joint ventures and associates included in the above:

Housing 15.6 25.2 1.4 3.4
Property 60.8 90.3 13.8 10.4
Group and Mining - - 8.3 0.2)
76.4 115.5 18.5 13.6

Turnover above is external. Inter-segmental turnover amounted to £1.1m (2006: £1.0m) in Property and £0.1m
(2006: £0.4m) in Construction, a total of £1.2m (2006: £1.4m). The comparative figure for Housing turnover has been

adjusted by £22.9m to conform to the current year’s presentation.

2007 2006
£m £m
Net assets (liabilities)

Housing 843.9 759.2
Property 232.6 232.2
Construction (69.0) (44.6)
1,007.5 946.8
Group and Mining (3.9 (41.2)
1,003.6 905.6
Net debt (668.0) (613.2)
335.6 292.4

Share of net assets of joint ventures and associates included in the above:
Housing 54 6.6
Property 551 50.0
Construction - 1.6
Group and Mining 26.9 =
87.4 58.2
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Notes

3. Net interest payable

2007 2006

£m £m

Interest payable on bank loans and overdrafts (45.8) (87.3)
Other interest payable (0.3) -
Bank and other interest receivable SrS 2.3
(42.8) (85.0)

Associates and joint ventures:

Bank loan and overdraft interest (6.4) (7.0)
Bank interest receivable 0.6 0.1
(5.8) (6.9)

Other finance income (note 5) 0.5 0.1
Net interest expense (48.1) (41.8)

4. Staff numbers and costs
The average number of persons employed by the Group, including directors, during the year was as follows:

2007 2006
Number Number
Housing 1,383 1,364
Property 81 81
Construction 558 472
Other 68 56
2,090 1,973

The aggregate payroll costs of these persons were as follows:
2007 2006
£m £m
Wages and salaries 88.3 84.6
Social security costs 10.0 8.8
Other pension costs 0.5 4.8
103.8 98.2

5. Pensions
The Group operates a defined benefit pension scheme. A full actuarial valuation was carried out at 1 July 2007
and updated, for FRS 17 purposes, to 31 December 2007 by a qualified independent actuary. Membership data
is set out below:

2007 2006
Number of active members 119 129
Annual payroll of active members (£m) 7.2 6.4
Number of deferred members 820 847
Number of pensioner members (including dependants) 296 269

Annual pension payroll (£Em) 21 1.9




5. Pensions (continued)

The major assumptions used by the actuary were:
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2007 2006

Rate of increase in salaries 4.90% 4.50%

Rate of increase in pensions in payment and deferred pensions* 3.40% 3.00%

Discount rate 5.90% 5.20%

Inflation assumption 3.40% 3.00%

*On the excess over the Guaranteed Minimum Pension. Pensions which are guaranteed to increase at a rate
of 3% per annum have been assumed to increase at 3%.

The assets in the scheme and the expected rates of return were:

Long-term Long-term

Value at rate of return Value at rate of return

31 December expected at 31 December expected at

2007 31 December 2006 31 December

£m 2006 £m 2005

Equities 541 7.70% 48.5 8.00%

Bonds 52.8 5.00% 46.6 4.60%

Other 0.1 4.00% 0.1 3.80%

107.0 6.40% 95.2 6.35%

The assumed average expectation of life for a member currently aged 65 is 20.6 years for a male and 21.9 years for a
female. In 2008 the Group expects to contribute 16.1% of pensionable salaries plus an additional £3.2m to the scheme.

The following amounts were measured in accordance with the requirements of FRS 17:

2007 2006

£m £m

Total market value of assets 107.0 95.2

Present value of scheme liabilities (107.8) (109.5)

Deficit in the scheme 0.8 (14.3)

Related deferred tax asset 0.3 4.3

Net pension liability (0.5) (10.0)
The movement in the pension scheme deficit (before deferred tax) is explained below:

2007 2006

£m £m

Opening pension scheme deficit (14.3) (25.5)

Pension cost 0.7) (1.4)

Employer contributions 9.7 9.7

Total gain recognised in reserves 4.5 2.9

Closing pension scheme deficit (0.8) (14.3)
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Notes

5. Pensions (continued)
The amounts charged to the profit and loss account are as follows:

2007 2006

£m £m
Current service cost 1.2 1.5
Past service cost = =
Charge to operating profit 1.2 1.5
Expected return on pension scheme assets 6.1) (5.3)
Interest on pension scheme liabilities 5.6 5.2
Credit to financing (0.5) (0.1)
Charge to profit and loss account 0.7 1.4

The scheme is closed to new entrants. Under the projected unit method, the current service cost will increase as members
approach retirement.

A reconciliation of actual to expected return on assets is given below:

2007 2006

£m £m
Expected return on scheme assets 6.1 95
Loss on scheme assets (0.3) (0.1)
Actual return on scheme assets 5.8 5.2
The movement of scheme liabilities is set out below:

2007 2006

£m £m
Opening scheme liabilities 109.5 108.1
Service cost (excluding employee contributions) 1.9 2.2
Interest cost 5.6 5.2
Gain on scheme liabilities (4.8) (3.0)
Actual benefit payments (4.4) (8.0)
Closing scheme liabilities 107.8 109.5
The movement of scheme assets is set out below:

2007 2006

£m £m
Opening scheme assets 95.2 82.6
Expected return on assets 6.1 5.3
LLoss on assets 0.3 0.1
Employer contributions 9.7 9.7
Employee contributions 0.7 0.7
Actual benefit payments (4.4) (8.0)
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5. Pensions (continued)
An analysis of the amounts recognised in the statement of total recognised gains and losses is as follows:

2007 2006

£m £m

Loss on pension scheme assets 0.3 (0.)

Gain on the present value of scheme liabilities 4.8 3.0

Total actuarial gain recognised 4.5 2.9

Cumulative gains and (losses) recognised (14.5) (19.0)
Historic information regarding the scheme is set out below:

2007 2006 2005 2004 2003

£m £m £m £m £m

Scheme liabilities 107.8 109.5 108.1 94.3 78.6

Assets 107.0 95.2 82.6 65.9 56.5

Deficit (before deferred tax) (0.8 (14.3) (25.5) (28.4) (22.1)

Experience gains and (losses) on scheme assets 0.3 (0.1) 7.5 1.2 3.4

Experience gains and (losses) on scheme liabilities 0.9 (1.9) 1.0 (4.6) 1.4

Defined contribution schemes
The Group also operates defined contribution schemes. The pension charge for the year represents contributions
payable by the Group to the schemes (including death-in-service premiums) and amounted to £4.2m (2006: £3.3m).

6. Profit on ordinary activities before taxation

2007 2006
£m £m
This is stated after charging/(crediting) the following:
Depreciation 1.4 1.5
Amortisation of goodwill 1:5 1.4
Operating lease rentals 7.8 5.0
Exceptional items:
Gain on disposal of tangible fixed assets - (0.5)
Gain on disposal of other investments - (1.6)
Negative goodwill (note 10) (1.6) (3.4)
(1.6) (5.5)
£000 £000
Auditors’ remuneration:
Audit of these accounts 29 28
Other services:
Audit of subsidiaries accounts 173 185
Other services relating to taxation 314 265
Services relating to corporate finance transactions 395 34
All other services 88 49
Audit of joint ventures and accounts of other investments 78 93

1,077 654




68 Miller Group Annual Report and Accounts 2007

Notes

7. Remuneration of directors

2007 2006
£m £m

Directors’ emoluments:
Salary and other benefits 1.8 1.6
Annual bonus 1.1 1.0
2.9 2.6
Amounts receivable under Long-Term Incentive Plans 2.9 2.9
5.8 585

As noted in the Remuneration Report on page 53, the executive directors participate in various incentive plans.
Bonuses payable in respect of annual schemes are disclosed in directors’ emoluments whereas bonuses derived
from plans which are longer term in nature are shown within amounts receivable under Long-Term Incentive Plans.

The aggregate of emoluments and amounts receivable under Long-Term Incentive Plans of the highest paid director
was £2,442,000 (2006: £2,303,000). In previous years he was a member of the defined benefit pension scheme,
under which his accrued pension at the year end was £276,000 (2006: £262,000). Retirement benefits are accruing
1o 2 (2006: 2) executive directors under the defined benefit scheme and 2 (2006: 2) under defined contribution schemes.
Contributions to defined contribution pension schemes amounted to £109,000 (2006: £94,000).

8. Taxation

2007 2006
£m £m

Corporation tax:
Current year 17.5 19.6
Prior years (2.2) (8.1)
Share of joint ventures tax 2.6 e
Share of associates tax - 0.2
17.9 20.0
Deferred tax 5.5 2.6
23.4 22.6

The corporation tax charge for the year of £17.9m (2006: £20.0m) is less than the standard rate of corporation tax of 30%.
The differences are explained below:

2007 2006
£m £m
Current year tax reconciliation
Profit on ordinary activities before tax 81.2 87.2
Current tax at 30% 24.4 26.2
Effects of:
Timing differences in respect of which deferred tax is provided (5.5) (2.6)
Capital gain rolled over - 0.2)
Goodwill - (0.6)
Other permanent differences 0.6 (1.1)
Adjustments to prior year joint ventures tax 0.6 14
Adjustments to prior year corporation tax provision (2.2) (8.1)
6.5) 6.2)

Total corporation tax charge 17.9 20.0




9.

10.
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Dividends
2007 2006
£m £m
Ordinary shares:
Current year interim paid &S 3.0
Prior year final paid 8.4 5.8
1.7 8.8

A 2007 second interim dividend of £7.8m, which is not recognised in the accounts, will be paid in June 2008.

Goodwill
Group

£m
Cost:
At beginning and end of year 28.7
Amortisation:
At beginning of year 6.0
Charged during the year 1.5
At end of year 7.5
Net book value:
At 31 December 2007 21.2
At 31 December 2006 22.7

Goodwill is being written-off over its estimated useful life of 20 years.

In the prior year an associated company became a wholly owned subsidiary. Following a revision to the provisional fair
values which were set last year additional negative goodwill of £1.6m arises which has been credited to the profit and
loss account in accordance with FRS 10.

In the current year an associated company became a wholly owned subsidiary. The fair value of the net assets acquired
was equal to the consideration paid of £6.4m therefore no goodwill arose.
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Notes

Tangible assets

Group Company
Plant, Plant,
Freehold equipment equipment
land and and and
buildings vehicles Total vehicles
£m £m £m £m
Cost:
At beginning of year 16.2 8.4 24.6 0.9
Additions at cost - 1.0 1.0 -
Disposals (0.8) (1.6) (2.4) =
At end of year 15.4 7.8 23.2 0.9
Depreciation:
At beginning of year 1.3 6.9 8.2 0.9
Charge for year 0.6 0.8 1.4 =
Disposals - (1.6) (1.6) -
At end of year 1.9 6.1 8.0 0.9
Net book value:
31 December 2007 185 1.7 15.2 —
31 December 2006 14.9 1.5 16.4 -
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12. Investments

Group Company
2007 2006 2007 2006
£m £m £m £m
Investment in joint ventures 86.8 573 13.1 23.2
Other investments:
Investments in subsidiaries - - 41.0 41.0
Investments in associates 0.6 0.9 0.9 0.1
Loans 5.7 2.7 - -
6.3 3.6 41.9 4141
Total investments 9341 60.9 55.0 64.3
Joint ventures
Group Company
£m £m
At beginning of year 57.3 23.2
Additions 5.8 -
Share of profits less losses 10.5 =
Dividends received (8.0) -
Loans 27.6 (5.4)
Transfer on becoming subsidiary (6.4) -
Provision movement - 4.7)
At end of year 86.8 131

The total of the Group’s profit before taxation from interests in associates and joint ventures is £20.0m (2006: £20.2m).

The amounts included in net assets in respect of joint ventures comprise the following:

2007 2006
£m £m
Share of assets:
Share of fixed assets 129.9 27.1
Share of current assets 148.1 194.7
278.0 221.8
Share of liabilities:
Due within one year (173.9) (117.9)
Due after one year (102.3) (112.1)
(276.2) (229.2)
LLoans provided to joint ventures 85.0 64.7

Share of net assets 86.8 B0
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13.

Notes

Investments (continued)

Other investments

Group
Associates Loans Total
£m £m £m
At beginning of year 0.9 2.7 3.6
Share of profits less losses (0.3) - 0.3
New loans - 3.0 3.0
At end of year 0.6 5.7 6.3
Company
Subsidiaries Associates Total
£m £m £m
At beginning of year 41.0 0.1 411
Additions = 0.7 0.7
Provision movement = 0.1 0.1
At end of year 41.0 0.9 41.9
Stocks and work in progress
Group
2007 2006
£m £m
Land and development work in progress:
Residential developments 931.8 896.0
Commercial developments 174.0 180.3
1,105.8 1,076.3
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14. Debtors
Group Company
2007 2006 2007 2006
£m £m £m £m
Trade debtors 15.0 2.5 - 0.1
Amounts recoverable on contracts 56.8 38.4 - -
Amounts owed by associates and joint ventures 10.5 8.6 - -
Other debtors 7.9 22.4 0.2 0.4
Prepayments and accrued income 7.9 4.9 0.8 0.4
Deferred tax (see note below) 5.2 7.5 2.0 2.8
Amounts owed by subsidiary undertakings = = 5741 308.0
103.3 84.3 57741 311.7
Deferred tax
Group Company
2007 2006 2007 2006
£m £m £m £m
At beginning of year 7.5 7.6 2.8 2.5
Acquisitions 0.3 = = =
(Charge)/credit to profit and loss account (2.6) (0.1) (0.8) 0.3
At end of year 5.2 7.5 2.0 2.8
The elements of the deferred tax balance are as follows:
2007 2006 2007 2006
£m £m £m £m
Difference between accumulated depreciation
and capital allowances 0.5 0.4 0.1 0.1
Trading losses 0.2 0.2 - -
Other timing differences 4.5 6.9 1.9 2.7

5.2 7.5 2.0 2.8
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15. Creditors: amounts falling due within one year

16.

Notes

Group Company
2007 2006 2007 2006
£m £m £m £m
Bank loans (secured) 8.5 43.6 - -
Bank overdrafts (unsecured) 15.2 21.9 15.2 8.1
Loan notes (unsecured) - 1.6 - -
Payments received on account 28.6 19.2 - -
Trade creditors 128.8 108.8 1.2 0.9
Land creditors 6182 90.0 = =
Amounts owed to subsidiary undertakings = = 741 73.9
Corporation tax 141 17.4 13.7 16.6
Other taxes and social security 3.2 2.5 3.2 2.4
Other creditors 10.9 11.3 1.5 0.7
Obligations under finance leases 0.1 0.1 = =
Accruals and deferred income 72.5 781 1741 14.9
3371 394.5 126.0 117.5
Creditors: amounts falling due after more than one year
Group Company
2007 2006 2007 2006
£m £m £m £m
Bank loans (secured) 188.0 147.6 - -
Bank loans (unsecured) 476.0 413.5 476.0 163.5
Obligations under finance leases - 0.1 - -
Land creditors 20.2 14.8 = =
Other creditors 1.0 — — —
685.2 576.0 476.0 163.5
Analysis of debt:
Debt secured against specific assets:
In one year or less 8.6 43.7 - -
Between one and two years 72.8 18.4 - -
Between two and five years 115.2 129.3 = =
196.6 191.4 - -
Unsecured debt:
In one year or less 15.2 285 15.2 8.1
Between one and two years - - - -
Between two and five years 476.0 413.5 476.0 163.5
Greater than five years - - - -
491.2 437.0 491.2 171.6
Total debt 687.8 628.4 491.2 171.6
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17. Provisions

Group
Leases Rationalisation Total
£m £m £m
At beginning of year 2.3 0.6 2.9
Transfer/release (2.9) (0.6) 2.9
At end of year - - -
18. Share capital
2007 2006
£m £m
Authorised:
47,500,000 ordinary shares of 10p each 4.7 4.7
Allotted, called up and fully paid:
20,250,000 ordinary shares of 10p each 2.2 2.2
19. Reserves
Group
Capital Profit Own
Share redemption and loss shares
premium reserve account held
£m £m £m £m
At beginning of year 3.5 0.3 295.0 (8.6)
Retained profit for year = = 461 =
Movement in own shares held - - - (7.2)
Realised loss on own shares sold - - (8.7) 3.7
Actuarial gain on pension scheme - - S -
Share-based payments - - 0.7 -
Exchange gain = = 0.3 =
At end of year 385 0.3 3417 (12.1)
Company
Capital Profit Own
Share redemption and loss shares
premium reserve account held
£m £m £m £m
At beginning of year 3.5 0.3 152.0 (8.6)
Retained profit for year = = 10.3 =
Movement in own shares held - - - (7.2)
Realised loss on own shares sold - - (3.7) 3.7
Share-based payments = = 0.1 =
At end of year 85 0.3 158.7 (12.1)

Own shares held represent 908,000 (2006: 1,021,000) ordinary shares of the Company held by the Company’s Employee
Benefit Trust. These shares are held in order to satisfy obligations under the Group’s share award schemes. The purchase
of these shares was funded by a bank overdraft. The overdraft is included in the Group and Company balance sheets,
and it is guaranteed by The Miller Group Limited. The dividend rights in respect of these shares have been waived. All costs
of administering the Trust have been charged to the profit and loss account as they arise.
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20.

21.

22.

Notes

Reconciliation of movements in shareholders’ funds

2007 2006

£m £m

Profit after taxation for the financial year 57.8 64.6
Dividends paid (11.7) (8.8)
Retained profit 461 55.8
Movement in own shares held (7.2) 3.9
Actuarial gain on pension scheme 8.3 2.0
Share-based payments 0.7 1.4
Exchange gain 0.3 =
Net increase in shareholders’ funds 43.2 63.1
Opening shareholders’ funds 292.4 229.3
Closing shareholders’ funds 335.6 292.4

Contingent liabilities
There are contingent liabilities in relation to indemnities provided for performance bonds and guarantees of performance
obligations. These relate to contracting or development agreements entered in the ordinary course of business by Group
and joint venture companies.

Capital guarantees have been given by various subsidiary companies in relation to bank finance provided to residential
joint ventures where projects are 100% bank funded. These bank facilities have limited recourse to the Group, and only
crystallise in the event of the partner defaulting in his obligations. At the year end, there was one active joint venture
of this type with the guarantee being £0.4m.

A small number of interest shortfall guarantees have been given in relation to bank finance provided to other joint
ventures and subsidiaries.

No guarantees have been called during the year (2006: none).

Commitments
The Group has commitments under non-cancellable operating leases to make payments in the next 12 months as follows:

2007 2007 2006 2006

Land and Land and
buildings Other buildings Other
£m £m £m £m

Leases expiring:

Within one year 0.1 0.4 0.1 0.3
Between two and five years 1.2 2.4 1.1 2.2
Outwith five years 1.5 — 1.9 —

2.8 2.8 3.1 2.5
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23. Share-based payments
Details of provisional awards outstanding at the year end under the Group’s share schemes are given below:

Weighted

average
Exercise remaining Maximum
Number prices contractual life term
Performance Share Plan (‘PSP’) 786,616 £nil 21 months 40 months
Executive share option plan 1,113,500 £5.32-£8.49 83 months 3 years
Savings related share option schemes 490,316 £6.15-£16.50 28 months 5 years

Details of conditions attaching to share schemes are given in the Remuneration Report.

The number and weighted average exercise price of share options and other awards are as follows:

Group
Weighted average
Number exercise price

2007 2006 2007 2006
At beginning of year 2,698,979 2,887,696 £6.25 £6.96
Granted 467,577 643,301 £4.51 £2.63
Forfeited (567,162) (208,085) £5.28 £6.78
Exercised (718,962) (623,933) £6.67 £5.63
At end of year 2,390,432 2,698,979 £5.81 £6.25
Exercisable at end of year 525,000 543,300 £5.99

The weighted average share price at the date of exercise of share options exercised during the year was £16.50
(2006: £10.76).

The fair value of these awards at the grant date is calculated using the Black-Scholes model. The key assumptions
made in the model are as follows:

2007 2006

PSP PSP SRSOS SRSOS

1 May 1May 1 September 1 September

Date of grant 2007 2006 2007 2006
Share price at date of grant £16.50 £10.76 £16.50 £10.76
Exercise price £nil £nil £16.50 £10.76
Risk free interest rate 4.88% 4.10% 5.30% 4.50%
Expected volatility 33% 15% 23%-33% 15%
Term of the option (months) 40 40 36 or 60 36 or 60
Expected dividend growth 25% 15% 15% 15%
Fair value of option £15.11 £9.82 £3.370r£3.78 £1.15or £1.28

The expected volatility is based on historical volatility of the Company’s share price over the last three to five years.

The total expense recognised in respect of share-based payment transactions was £1.5m (2006: £7.0m) of which
£0.7m (2006: £1.4m) related to equity settled transactions and £0.8m (2006: £5.6m) related to cash settled transactions.
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24.

25.

Notes

Notes to the cash flow statement

2007 2006
£m £m
Returns on investments and servicing of finance
Interest received S 2.3
Interest paid (45.7) (34.6)
Net cash outflow from returns on investments and servicing of finance (42.4) (32.3)
Capital expenditure and financial investment
Purchase of fixed assets (4.0) 0.7)
Sale of fixed assets 0.8 2.2
Net cash (outflow)/inflow from capital expenditure and financial investment 8.2) 1.5
Acquisitions and disposals
Acquisition of subsidiary 6.4) ©.1)
Cash in subsidiary at acquisition - 7.4
Net investment in joint ventures and associates (25.9) 8.2
Net cash (outflow)/inflow from acquisitions and disposals (82.3) 15.5
Financing
Capital element of finance lease repayments 0.1 (0.1)
Purchase of own shares (7.2) 3.9
Redemption of preference shares - (0.3)
Repayment of loans (83.8) (561.3)
New loans received 146.0 105.5
Net cash inflow from financing 54.9 57.7
Analysis of changes in net debt
At beginning Cash Non-cash At end
of year flows Acquisitions movements of year
£m £m £m £m £m
Cash at bank and in hand 15.2 4.6 — — 19.8
Overdrafts (21.9) 6.7 - - (15.2)
6.7) 11.3 - - 4.6
Debt due within one year (45.2) 45.2 - (8.5) (8.5)
Debt due after one year (5661.1) (107.4) (4.0) 8.5 (664.0)
Finance lease obligations (0.2) 0.1 - — (0.1)
(613.2) (50.8) (4.0) — (668.0)
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Group
2007 2006
£m £m
Sales and management fees to joint ventures and associated undertakings
on normal trading terms 14.2 21.4
Investments
The principal investments at 31 December 2007 were:
Principal Country of Share capital
activities registration %
Subsidiary undertakings:
Miller Homes Holdings Limited Residential Development Scotland 100
Miller Homes Limited Residential Development Scotland 100
Miller Developments Holdings Limited Property Development England 100
Miller Developments Limited Property Development Scotland 100
Miller Corporate Holdings Limited Construction Scotland 100
Miller Construction (UK) Limited Construction Scotland 100
Joint ventures:
New Edinburgh Limited Property Development Scotland 50
Centros Miller Holdings Limited Property Development Scotland 515
Centros Miller Portsmouth LP Property Development UK 50
Centros Miller Bury St Edmonds LP Property Development UK 50
Ringsted Outlet Center P/S Property Development Denmark 50
Omega Warrington Limited Property Development England 50
New Outlet Center KFT Property Development Hungary 50
Miller Birch Limited Property Development England 50
Edinburgh Quay Limited Property Development Scotland 51
City Road Basin Limited Property Development England 51
Arena Central Developments LLP Property Development UK 50
Alverca Property Development Portugal 50
Las Pulianas Property Development Spain 50
Canniesburn Limited Residential Development Scotland 50
Miller Argent (South Wales) Limited Mining UK 50
Associates and Investments:
Barking & Havering LIFT Holdings Limited Healthcare Services Provider England 30
Leeds LIFT Limited Healthcare Services Provider England 30
Pacific Quay Developments Limited Property Development Scotland 33
Emblem Schools Holdings Limited Education Services Provider Scotland 30

Post balance sheet events

As explained in the Chairman’s Statement, Report of the Directors and Group Finance Director’s Review, on 4 April 2008
there was a major refinancing of the Group involving, inter alia, Bank of Scotland (BoS) becoming a minority shareholder.
Although BoS acquired its interest in the Company directly from existing shareholders, BoS also provided additional
unsecured debt to enable the Company to repurchase and cancel part of its issued share capital and also to enable the
Employee Benefit Trust to purchase some of the Company’s shares which it will retain to satisfy future awards under the
Group’s share-based payment arrangements. The aggregate consideration in relation to these latter share transactions
was £67.5m, with shareholders’ funds being reduced by an equivalent amount.
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Five Year Financial Summary

2007 2006 2005 2004 2003

£m £m £m £m £m

Turnover: Group and share of joint ventures 1,309.2 1,230.3 892.8 752.2 743.0
Profit before interest and exceptional items 127.7 123.5 96.0 72.2 56.6
Exceptional items 1.6 5.5 10.9 — =
Profit before taxation 81.2 87.2 75.5 54.4 40.2
Shareholders’ funds 335.6 292.4 229.3 184.8 175.3
Dividend per ordinary share 58.4p 53.1p 38.8p 31.0p 24.8p
Net asset value per ordinary share £14.92 £13.00 £10.19 £8.21 £7.78
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