Berkeley has been very selective in the land
market and has found prices to be extremely
competitive, especially for sites below £10 million,
or for ready to go sites with planning permission.

In the Group’s full year targets for 2004/5, 57%
of sales are of units with selling prices under
£300,000 and 87% of sales are of units under
£500,000. Given that this end of the market
has been performing most strongly, we should
achieve these forecasts as long as we produce
homes in locations where people want to live.

The housing market is now what | would regard
as normal — but that’s the type of market we

like at Berkeley. It plays to our key product
strengths: location, quality and choice. And it
enables our innovative marketing teams to make
full use of our distinctive brands to communicate
those strengths.

Forward Sales

Our sales results this year were excellent and

| am especially pleased at the improvement —
from a great start — in our forward sales position.
This is the strength of a strategy that secures

an early commitment from the customer —
enhancing the quality of future income and
security in the profit and loss account.

Berkeley's strategy continues to be to sell homes
at an early stage in the development cycle as
this secures purchasers’ commitments and,
consequently, the quality of future revenue. This
strategy has always stood the Group in good
stead but is particularly important when there is
less vigour in the market. It is positive, therefore,
that the Group has increased its forward sales
position from £920.9 million at this time last year,
to £945.3 million at 30 April 2004. Of this,
£156.4 million (2003: £229.0 million) is included
as debtors in the balance sheet, with the
remaining £788.9 million (2003: £691.9 million)
benefiting the current year and future years.

Land Holdings

Berkeley has always been known for the scale
and quality of its land holdings. This year we've
taken that to a new level. During the year the
Group has more than replaced the number of
plots used in production while at the same time

generating more than £350 million from operating
cash flow and working capital. Berkeley now
controls 26,654 plots. This compares with
25,850 plots at 30 April 2008. The land

market remains highly competitive and Berkeley
maintains strict investment criteria that have

led the Group to withdraw from a number

of opportunities.

Notwithstanding this, the Group has acquired

a number of significant urban regeneration sites
during the year. The most notable of these is the
development agreement entered into with the
London Development Agency for 2,000 homes
at The Warren, a site adjacent to the Group’s
existing development at Royal Arsenal,
Woolwich. In addition to this, the Group has
acquired a site of 800 units in Gilingham, a

550 unit site at Stanmore, a 290 unit site on

a cold storage facility in Sevenoaks, and agreed
a 600 unit site at Hillingdon. Furthermore, during
the year, the Group has continued to review its
existing holdings, maximising densities where this
is compatible with local planning objectives and
policy. This has been achieved at Redbank in
Manchester where the development has been
enhanced by a further 350 units, Clarence Dock
in Leeds (a further 270 units), St George Wharf
(a further 140 units) and the residential phase at
Gunwharf Quays (a further 200 units).

At 30 April 2004, of the plots controlled by the
Group, 21,449 (20083: 19,459) are owned and
on the balance sheet, while 4,315 (2003: 3,358)
are contracted and a further 890 (2003: 3,033)
have terms agreed and solicitors instructed.
Over 95% of our land holdings are on brownfield
or recycled land. This is the backbone of

our business.

Joint Ventures

Berkeley currently has £67.9 million of capital
employed in joint ventures, an increase of
£11.2 million from last year’s figure of

£56.7 million. Our share of joint venture

bank borrowings has risen by £7.8 million

to £78.7 miliion.

Berkeley’s largest joint venture company is
St James, which is jointly owned with Thames
Water. St James is currently developing 2,416

Berkeley has always been
known for the scale and
quality of its land holdings.
This year we've taken that

to a new level.
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Our patient approach to development brings
value to redundant land and generates real
return for our shareholders — as well as
Immense benefits to local communities.

1 New River Village, Hornsey, N8
2 Chelsea Bridge Wharf, SW8
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homes within the business, with a similar number
being worked up with Thames Water on potential
future sites.

Berkeley is committed to developing our
partners’ land holdings through joint ventures
if there is a mutual benefit so to do.

Crosby Group

On 28 August 2003, we announced the
transaction whereby the Crosby management
team, led by its Chairman Geoff Hutchinson,
subscribed for shares in Crosby which, after the
generation of £450 million of operating cash flow,
will entitle them to 50.01% of the economic and
voting rights in Crosby.

| am delighted that at 30 April 2004, Crosby
was ahead of its business plan and generated
£74 million of operating cash flow in the year.

| am particularly pleased that, despite taking over
1,000 units to sales in the year, Crosby’s land
bank has increased to 5,124 plots at 30 April
2004, compared to 4,815 a year previously.
Given the reduced level of land buying within
Crosby, this largely reflects the value optimised
from the land bank and is just one example of
how this innovative transaction has motivated
the senior management team to achieve an
enhanced performance.

Gunwharf Quays

| am very proud of Berkeley’s contribution to the
historic city of Portsmouth. Our Gunwharf Quays
development has been an engine of regeneration
for the city and | hope this will spread in the
future to new schemes, such as Royal Clarence
Yard in Gosport.

During this year our partner in the commercial
property development at Gunwharf Quays, Land
Securities, took full control of this element for
which we have been paid £163 milion to date.

Few other companies have
such a pbreadth and depth of
management experience,
gained at the cutting edge of
the home building industry.

This is a fantastic achievement for Berkeley and
is a perfect example of how our patient approach
to development brings value to redundant

land and generates real return for our
shareholders — as well as immense benefits

to local communities.

It’s also a demonstration of how Berkeley
can meet challenges that some others shy
away from.

Management Structure

Berkeley’s confidence flows in part from the
experience we'’ve built up in our management
teams over the last decade. Few other
companies have such a breadth and depth of
management experience, gained at the cutting
edge of the home building industry. But we are
constantly looking at new ways to apply that
experience in more potent ways for the benefit
of our shareholders and customers.

Last year we accelerated the simplification of our
management structure as we continue to move
away from developing small sites to large — and
much more complex — urban regeneration
projects. These much more complex projects
require dedicated management teams focused
on individual sites. It also means we can grow
without adding overheads. Indeed, in the last
year our overhead cost was down by over 5%.

At the year end, the Group had ten divisions, and
26 operating companies, six of which are single
project-led operations. Last year, the Group
recorded sales from in excess of 130 sites.

This year that will reduce to around 100.

Health, Safety and the Environment

The Berkeley Group remains committed to its
objective of continuous improvement of health,
safety and environmental standards to ensure
that our sites and workplaces are safe places in

which to operate. We continually work to reduce
the number of incidents that occur to the
minimum possible. Last year we committed
ourselves to achieving a 10% reduction in our
notifiable incident rate which stood at 10.2 per
1,000 workers. | am delighted to be able to
report that we have exceeded that target with

a reduction in notifiable incidents to 7.26 per
1,000 workers. This is a great tribute to our
health and safety team and our entire workforce.

Awards

This year, The Berkeley Group has once

again won a number of notable awards for its
achievements. | am delighted by this external
recognition of the commitment and hard work
of our staff and the excellence of our business.
A highlight of the year was Berkeley Homes’
great success in winning English Partnership’s
coveted Partnership in Regeneration Award for
its exemplary partnership with Portsmouth City
Council in regenerating Gunwharf Quays.

The scheme was chosen out of 180 entries and
also picked up a prestigious BURA (British Urban
Regeneration Association) Best Practice Award
as an example of outstanding regeneration.
Berkeley Homes was also awarded the
Commission for Architecture and the Built
Environment Five Festive Fives Award in
recognition of its role in championing great
architecture and design.

Berkeley Group divisions also gained awards
from the Evening Standard, What House and
the British Safety Council as well as Health and
Safety Awards from the Royal Society for the
Prevention of Accidents.

Barker Review

This year saw the publication of the Barker
Review into the under supply of housing.

The Berkeley Group welcomed its recognition of
the significant constraints placed upon housing
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Operational Review
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| am delighted that Berkeley has become
Britain’s premier urban regenerator.

As a result, Berkeley is now in a unique
position with a model that Is cash
generative and which adds value
through the development process.

supply by a combination of the shortage of land
available for development and the planning
system. We believe that there is a need for
regeneration to be more actively championed
among decision makers at local level to ensure
that there is a clear understanding of the benefits
to local communities and to balance the negative
voices which are traditionally the loudest in the
planning process. Over the coming year Berkeley
is committed to playing its full part in the public
debate over planning and to continuing to
improve the means by which we consult and
communicate with local people.

The Future

So, that’s the last year, and the story of how
our strategy has taken us here. But what about
the future?

Berkeley is a very special company, with a
business model different to other major
housebuilders. We concentrate on large-scale
urban regeneration, extracting value from
redundant land. That process is complex and
requires huge vision, determination and patience.
That needs a certain kind of professional
management, with a large dose of
entrepreneurial skill

And we have been very successful at
transforming Berkeley into a company that
specialises in this most contemporary form of
development. Our results speak for themselves
and everyone with a stake in the Company gains
as a result.

We also feel our business model is one that
performs whether the market is in boom or, as it

is now, normal. This is another reason why we
are so keen to preserve our unique approach.
And our positioning is also well aligned with

the public policy debate on housing. The
Government has recognised the need for a
significant expansion in the construction of new
homes and that this will require action to remove
the blockages in the planning system.

The Barker Review was an important recognition
of current constraints on the housebuilding
industry but this agenda is going to develop
over the coming years and the focus is on
regenerating exactly the sort of brownfield

sites that Berkeley has such an expertise

in transforming.

| am delighted that the Board has set out a clear
strategy for the future and has the expertise to
execute it. The alignment of the aims of our
shareholders, our people and our customers is
of paramount importance and Berkeley is well
placed to continue producing an enhanced
performance whilst minimising risk.

I look forward to the year ahead and moving

Berkeley towards being the most efficient
property company performing at its natural size.

Tony Pidgley
Managing Director



1 The Granary & Bakery, Royal Clarence Yard,
Gosport - Prior to refurbishment

2 No. 1 Deansgate, Manchester

3 Gunwharf Quays, Portsmouth
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1 Berkeley Graduate Scholarship Trainee
*2 Gunwharf Quays, Portsmouth

3 Royal Clarence Yard, Gosport —
Prior to refurbishment

4 The Royal Arsenal, Woolwich, SE18

*Computer generated image
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Sustainability

Our approach to sustainability is an evolving one
which draws on our experience of implementing
a sustainability strategy over the past four years
and aims to deliver continuing improvements in
our performance.
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Board of Directors

and Advisers

1 Tony Pidgley, 56

Co-founder of the Company in 1976 with Jim
Farrer. He is the Group Managing Director and
Chairman of the Executive Committee.

2 Roger Lewis FCA, 57

Appointed Group Chairman on 1 February 1999.

He joined the Company in 1991 and was
appointed a Group Main Board Director in early
1992. He is a member of the Executive
Committee and Chairman of

the Nomination Committee.

3 Tony Carey BSc FRICS, 56

Joined St George PLC in 1987 and was
appointed Managing Director of that division
in 1990. He joined the Group Main Board in
1993 and is @ member of the Executive
Committee.
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4 Greg Fry ACA, 47

Joined the Company in 1982 and has been a
Director of St George PLC from its inception in
1986. He is currently Chairman of the division’s
four principal operating companies. He was
appointed to the Group Main Board with effect
from 1 May 1996 and is a member of the
Executive Committee.

5 David Howell FCA, 55

Appointed a Non-executive Director on

24 February 2004. He is currently the Chief
Financial Officer and a Main Board Director

of lastminute.com plc. He was previously Group
Finance Director of First Choice Holidays plc
from 1998 to 2001 and served as a Non-
executive Director at Nestor Healthcare Group
plc from 2000 to 2003. He was appointed
Chairman of the Audit Committee on

24 February 2004 and is a member of

the Remuneration Committee.

6 Victoria Mitchell, 53

Appointed a Non-executive Director on 1 May
2002. Formerly an Executive Director of Savills
plc, she is now a Consultant Director of FPD
Savills Limited, a Member of ING REIM
Residential Property Fund Advisory Board, a
Non-executive Director of The Golding Group
(South Africa), and Development Securities plc.
She was appointed Chairman of the
Remuneration Committee on 11 June 2003 and
she is a member of the Audit and Nomination
Committees.

7 Tony Palmer FRICS FCIOB, 67
Appointed a Non-executive Director on

1 January 1998, having retired as Chief
Executive of Taylor Woodrow plc. He is currently
Chairman of Galliford Try and Pilkington’s Tiles
Group. He is the Senior Independent Director
and is a member of the Audit, Remuneration
and Nomination Committees.



8 Rob Perrins BSc(Hons) ACA, 39

Joined the Company in 1994 having qualified as
a chartered accountant with Ernst & Young in
1991. He was appointed to the Group Main
Board on 1 May 2001 on becoming Managing
Director of Berkeley Homes plc, moving to

his current role as Group Finance Director on

2 November 2001. He is also a member of the
Executive Committee.

Honorary Life President

Jim Farrer MRICS, 73

One of the two founders of the Company and
was Group Chairman until his retirement from
full-time employment in 1992. At that time he
was appointed Honorary Life President.

Company Secretary
Elizabeth Taylor FCIS

Registered office and principal
place of business

Berkeley House

19 Portsmouth Road
Cobham, Surrey KT11 1JG
Registered number

1454064

Registrars

Capita Registrars

The Registry

34 Beckenham Road
Beckenham, Kent BR3 4TU
Tel: 0870 162 3100

Share Price Information

The Company’s ordinary shares are
listed on the London Stock Exchange.
The latest share price is available via
the Company’s website at
www.berkeleygroup.co.uk.

Solicitors

Ashurst

Sacker & Partners
Shearman & Sterling

Stockbrokers
uBsS

Auditors
PricewaterhouseCoopers LLP

Bankers

Barclays Bank

Lloyds TSB Bank

The Royal Bank of Scotland

Executive Committee
A W Pidgley (Chairman)
R St J H Lewis

A Carey

G J Fry

R C Perrins

Audit Committee

D Howell (Chairman)
V M Mitchell

H A Palmer

Remuneration Committee
V M Mitchell (Chairman)
H A Palmer

D Howell

Nomination Committee

R St J H Lewis (Chairman)
V M Mitchell

H A Palmer
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Directors’ Report

The Directors submit their report together with the financial statements for the year ended 30 April 2004.

Principal activities and review of the business
The Company is a UK listed holding company of a wider group engaged in residential housebuilding and commercial property investment
and development.

The Chairman’s Statement on pages 4 to 6 and the Group Managing Director’s Operational Review on pages 7 to 14 provide more detailed
commentaries on the business during the year, together with the outlook for the future.

Trading results and dividends

The Group’s consolidated net profit after taxation for the financial year was £162,358,000 (2003: £154,684,000). An increased interim dividend
of 5.8p per Ordinary Share (2003: 4.8p) was paid on 12 February 2004 amounting to £7,089,000 (2003: £6,479,000). The Directors recommend
a final dividend at an increased amount of 16.5p per Ordinary Share (2003: 14.4p) amounting to £19,507,000 (2003: £18,430,000) which added
to the interim dividend will make a total of 22.3p (2003: 19.2p) per share of £26,596,000 (2003: £24,909,000) attributable to the year. The final
dividend, if approved, will be paid on 9 September 2004 to shareholders on the register on 13 August 2004. The shares will be declared
ex-dividend on 11 August 2004. The balance of £135,762,000 (2003: £129,775,000) has been transferred to the reserves.

The terms of The Berkeley Group Employee Benefit Trust provide that dividends payable on shares held by the Trust are waived.
The Group’s joint ventures contributed profits before taxation of £18,403,000 (2003: £13,525,000).

Share capital
The Company had 122,062,309 Ordinary Shares in issue at 30 April 2004. Movements in the Company’s share capital are shown in Note 16
to the accounts.

In order to improve the efficiency of the Company’s share capital, during the year, within the 10% limit authorised by shareholders at the 2003
Annual General Meeting, the Company completed the purchase of 6,993,318 (2003: 6,786,559) of its shares for cancellation, at an average cost
of £7.44 (2003: £6.14) per share, for a total cost, net of expenses, of £51,998,948 (2003: £41,700,248). This represents 6% (2003: 5%) of the
called-up share capital of the Company at the start of the year. Subsequent to the year end, the Company purchased a further 2,094,261 shares
for cancellation, at an average cost of £9.80, for a total cost, net of expenses, of £20,5283,758. Of the 10% authority given at the 2003 Annual
General Meeting, 3.9% remains available to the Company at the date of this report. This authority expires at the conclusion of the forthcoming
Annual General Meeting at which a resolution will be proposed to renew the 10% authority for a further year.

Information on the Group’s current share option schemes is set out in Note 16 to the accounts. Details of the Long Term Incentive Schemes and
Long Term Incentive Plan for key executives are set out in the Remuneration Report on pages 23 to 37.

Directors
The Directors of the Company and their profiles are detailed on pages 18 and 19. All of the Directors served throughout the year under review
except Mr Howell who was appointed on 24 February 2004.

Messrs. Sach, Hutchinson and Wellings resigned as Directors on 11 June, 27 August and 5 December 2003 respectively.

In accordance with the Articles of Association of the Company, Messrs. Palmer, Perrins and Lewis retire from the Board by rotation and, being
eligible, offer themselves for re-election at the forthcoming Annual General Meeting. Mr Howell, having been appointed since the last Annual
General Meeting, retires from the Board under the terms of the Articles of Association and, being eligible, offers himself for re-election.

The Directors’ interests in the share capital of the Company or its subsidiaries are shown in the Remuneration Report on page 37. There has
been no change in the interests of the Directors between 30 April 2004 and the date of signing of the accounts. At 30 April 2004, each of the
Executive Directors was deemed to have a non-beneficial interest in 1,077,317 (2003: 802,317) Ordinary Shares held by the Trustees of

The Berkeley Group Employee Benefit Trust.
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There were no contracts of significance during, or at the end of, the financial year in which a Director of the Company is, or was, materially
interested, other than those set out in Note 24 to the accounts, the contracts of employment of the Executive Directors, which are terminable
within one year, and the appointment terms of the Non-executive Directors, which are renewable annually.

Substantial shareholders
The Company has been notified of the following interests, amounting to 3% or more of the issued Ordinary Share capital of the Company, as at
25 June 2004:

Number of % of issued
shares held share capital

Saad Investments Company Limited and Mr Al-Sanea 15,103,438 12.6
M & G Investment Management Ltd 5,810,400 4.8
Orbis Investment Management 5,135,000 4.3
Legal & General plc Companies 3,903,925 8.3
Donations

During the year, donations by the Group for charitable purposes in the United Kingdom amounted to £440,957 (2003: £287,000). The Group
made no political contributions (2003: £nil) during the year.

Employment policy
The Group’s policy of operating through autonomous subsidiaries has ensured close consultation with employees on matters likely to affect their
interests. The Group is firmly committed to the continuation and strengthening of communication lines with all its employees.

A new Equal Opportunities Policy was introduced in 2001. As part of this, it is the policy of the Group to support the employment of people with
disabilities wherever practicable and to ensure, as far as possible, that training, career development and promotion opportunities are available to
all employees. This policy includes employees who become disabled whilst employed by the Group.

Sustainable development
The Berkeley Group recognises that its commercial success is increasingly dependent upon the careful consideration of the environmental, social
and economic issues that affect the quality of life in the communities in which it works.

In our recently published Sustainability Report 2004, we have reported on progress made since last year and have set new objectives and
targets for the future.

Health and safety

The Group considers the effective management of health and safety to be an integral part of managing its business. Accordingly, the Group Main
Board continues to monitor the strategic development and implementation by all divisions of their Occupational Health and Safety Management
Systems and that, both at Group and divisional level, they remain compliant with recognised established standards.

We remain committed to enhancing the Group’s high standards through continuous improvement. Our Health and Safety Working Group,
comprising Divisional Executives and Managers, continue to review progress against targets set for our established key performance indicators
and reports this quarterly to the Group Main Board.

The health and safety performance of our four major divisions (St George, Crosby Group, St James and Berkeley Homes) have been recognised
by awards from the Royal Society for the Prevention of Accidents (RoSPA).

Payment of creditors

Each of the Group’s operating companies 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 where the supplier has provided the goods and
services in accordance with the relevant terms and conditions of contract. The average supplier payment period during the year for the Company
was 10 days (2003: 24 days).
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Directors’ RGDOI’T continued

Auditors
A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the Company will be proposed at the Annual General Meeting.

Articles of Association

The Company last updated its Articles of Association in 1989 and therefore given that there have been a number of changes both with regard to
the law, regulation and market practice since this time, the Directors consider that it is prudent to adopt entirely new articles at the forthcoming
Annual General Meeting. A summary of the principle amendments is set out in the Notice of Meeting accompanying this report.

Post Balance Sheet Event

As announced on 25 June 2004, the Company has concluded a strategic review, the outcome of which is that the Group will in future focus

on selected large scale urban regeneration projects, moving on from its traditional housebuilding heritage. In consequence, the Company intends
to return £12.00 per share in cash to shareholders over the next six years. These proposals are subject to shareholder approval and further
details will be published in August in time for shareholders to consider and approve these proposals at an Extraordinary General Meeting.

Annual General Meeting

The Annual General Meeting of the Company is to be held at the Woodlands Park Hotel, Woodlands Lane, Stoke D’Abernon, Cobham, Surrey
KT11 3QB at 10.00am on Friday 27 August 2004. The Notice of Meeting, which is contained in a separate letter from the Group Chairman
accompanying this report, includes a commentary on the business to be transacted at the Annual General Meeting.

By order of the Board
E Taylor FCIS

Company Secretary
30 June 2004

22

www.berkeleygroup.co.uk



Remuneration Committee Report

At the EGM held on 24 February 2004 shareholders approved a new remuneration policy for the Company’s Executive Directors, the key features of
which are as follows:

m a salary freeze for three years for the Executive Directors (1 May 2003 to 30 April 2006);

m a change to the structure and method of payment of bonuses;

m the introduction of a new Long Term Incentive Plan, The Berkeley Group plc 2004 Long-Term Incentive Plan (the ‘2004 LTIP’); and

m the introduction of a new all employee share incentive plan, The Berkeley Group plc 2004 Share Incentive Plan (the ‘2004 SIP’).

The percentage of shareholdings voting who supported the new policy and the introduction of the 2004 LTIP were 94% and 92% respectively.

This policy was formulated by the Remuneration Committee in response to concerns raised by shareholders at the 2003 AGM and was only finalised after
extensive consultation with the Company’s major shareholders and institutional shareholder bodies, such as the ABI, NAPF and PIRC. The Remuneration
Committee believed that the new policy with the emphasis on performance should encourage Executives to focus on delivering the business strategy
adopted at that time, thereby enhancing shareholder value as well as providing meaningful incentive to Executives. This report will be put to a second
advisory vote of the Company’s shareholders in 2004 at the Annual General Meeting on 27 August 2004.

As announced on 25 June 2004, the Company has concluded a strategic review resulting in a proposed restructuring. The Board believes it is
appropriate in light of this proposed restructuring to review the new remuneration policy, approved by shareholders at the EGM on 24 February 2004,
so that it aligns management’s incentives with the achievement of the return of capital and maximising the value of the continuing business.

The Remuneration Committee will consult fully with key shareholders on the proposed changes.

This report has been prepared in accordance with The Directors’ Remuneration Report Regulations 2002 (‘the regulations’). The auditors are required to
report on the ‘auditable’ part of this report and to state whether, in their opinion, that part of the report has been properly prepared in accordance with the
Companies Act 1985 (as amended by the regulations). The report is, therefore, divided into separate sections for audited and unaudited information.

Part 2 of the regulations — Unaudited Information

Performance Graph

The graph shows the Company’s performance, measured by total shareholder return (‘TSR’)!, compared with the performance of the FTSE 250, the
FTSE All Share and the Company’s comparator group set out below. The Company considers these the most relevant indices for total shareholder return
disclosure required under the regulations. As detailed later in the report, the Company also considers its TSR performance for share awards under the
2004 LTIP in comparison to that of a comparator group.

Total shareholder return from 30 April 1999
%

120
100 ) == Berkeley Group
““
gg = FTSE 250 Index
POLLLLTTYS A\

=== FTSE All Share Index

=== Comparator Group

o T uusmmees coonmanammmmasRsRsREaEtt

1999 2000 2001 2002 2003 2004

T Total Shareholder Return (‘TSR’) — is an independently calculated measure showing the return on investing in one share of the Company over the performance period (the
return is the value of the capital gain and reinvested dividends). It is normally used comparatively and the company which achieves the best return is ranked number one.
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Remuneration Committee Report continued

Remuneration Committee

The Remuneration Committee of the Board comprises Mrs V M Mitchell (Chairman), Mr D Howell and Mr H A Palmer, all of whom are Non-executive
Directors and independent. Mrs VV M Mitchell became Chairman of the Remuneration Committee on 11 June 2003 following the resignation from the
Main Board of Mr D Sach, the previous Chairman. Mr D Howell was appointed to the Remuneration Committee on 24 February 2004. Mr F Wellings, a
Non-executive Director, was a member of the Remuneration Committee during the year until 5 December 2003. The Remuneration Committee members
have no personal financial interest other than as shareholders in matters to be decided, no potential conflicts of interest arising from cross directorships
and no day-to-day involvement in running the business.

The Remuneration Committee has formal written terms of reference with the full remit of the Committee role described. A copy of the terms of reference
is available to shareholders by writing to the Company Secretary whose contact details are set out elsewhere in the Report & Accounts. During the year
in question the Remuneration Committee formally met four times, with the sub-committee dealing with the design and introduction of the new executive
remuneration policy having approximately 30 meetings with other members of the Board and the Company’s major shareholders.

The Remuneration Committee appointed and was advised during the year by Kepler Associates and Halliwell Consulting. No other services were provided
to the Company by Kepler Associates and Halliwell Consulting during the year. The current Remuneration Committee advisors are Halliwell Consulting,
an independent executive compensation and share scheme consultancy.

In determining Executive Directors’ remuneration for the year, the Remuneration Committee consulted with the Group Chairman, Mr R St J H Lewis, the
Group Finance Director, Mr R C Perrins and the Group Managing Director, Mr A W Pidgley. No Director played a part in any discussion about his own
remuneration.

The Board has reviewed the Group’s compliance with the Combined Code (‘the Code’) on remuneration related matters. It is the opinion of the Board that
the Group complied with all remuneration related aspects of the Code during the year, and the New Code by the end of the year.

Remuneration Policy Overview

Following the concerns raised by shareholders at the 2003 AGM, the Remuneration Committee conducted a full review of the remuneration policy.

As part of this process, an extensive shareholder consultation process was carried out in order to ensure that the remuneration policy, as well as meeting
the Company’s objectives was in line with shareholders’ expectations. As a result of this process, a new remuneration policy has been approved by the
Company’s shareholders. This report sets out details of Executive remuneration during the year and the ongoing remuneration policy.

The objective of the remuneration policy is to encourage, reward and retain the current Executives. The Remuneration Committee believes that
shareholders’ interests are best served by remuneration packages having a large emphasis on performance-related pay. Emphasis on performance should
encourage Executives to focus on delivering the business strategy. It is the opinion of the Remuneration Committee that the new policy will provide
meaningful incentives to Executives and ensure that the appropriate balance between fixed and performance-related pay is maintained. The policy agreed
by shareholders at the EGM on 24 February 2004 was to set the main elements of the Executive Directors’ remuneration package against the following
quartiles in the Company’s comparator group:

Base salary Annual bonus potential Pension Benefits in kind Share incentives

Upper decile Upper decile Lower quartile to median Market practice Upper quartile to upper decile

For the purposes of benchmarking remuneration the Remuneration Committee uses the following comparator group of companies:

Company nhame

Amec plc Carillion Plc McCarthy & Stone Plc Travis Perkins Plc
Balfour Beatty Plc Crest Nicholson Plc Novar Plc Ultraframe plc
Barratt Developments Plc George Wimpey Plc Persimmon Plc Westbury Plc
Bellway Plc Marshalls Plc Redrow Plc Wilson Bowden Plc
Bovis Homes Group Plc McAlpine (Alfred) Plc Taylor Woodrow Plc
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The Remuneration Committee reviews the policy on an annual basis to ensure that it is in line with the Company’s objectives and shareholders’ interests.
In addition, the life of the new LTIP and bonus framework is five years, requiring the Company to revert to shareholders for a formal approval at the end

of this period for any future arrangements.

The charts below demonstrate the balance between fixed and variable performance based pay for each Executive Director for the year ended

30 April 2004:

Mr R St J H Lewis — Executive Chairman

B Fixed
compensation
57%

W Performance
compensation
43%

Mr A Carey - Divisional Director

M Fixed
compensation
25%

| Performance
compensation
75%

The main elements of these packages and the performance conditions are described below.

Mr A W Pidgley -
Group Managing Director

W Fixed
compensation
18%

W Performance
compensation
82%

Mr G J Fry - Divisional Director

M Fixed
compensation
32%

B Performance
compensation
68%

Elements of Executive Directors’ Remuneration

Basic Salary

Policy: Upper Decile — Salary Freeze 1 May 2003-30 April 2006

Year Ended 30 April 2004

Mr R C Perrins -
Group Financial Director

M Fixed
compensation
23%
W Performance
compensation
77%
Key
Fixed compensation is calculated as:
- Salary
— Benefits
Performance compensation is calculated as:
— Bonus paid

- Face value of LTIP on grant
— Fair value of options on grant

The Remuneration Committee reviewed the Executive Directors’ salaries in May 2003 and provided the rises set out in the table below. The two rises of
note are to the Group Managing Director and the Group Finance Director. The Remuneration Committee used a wide range of benchmarks, FTSE 100,
Property Companies, Construction and Building Companies and House Builders when deciding on these rises. It was the view of the Remuneration
Committee at the time that the increase in salary for the Group Managing Director was required to ensure that he retained his comparative position and
to draw a line under elements of his remuneration package which had been open for some time. The Remuneration Committee provided the rise to the
Group Finance Director based on their view of his performance and growth in capabilities over the period.

FY2003

Roger Lewis (Group Chairman)

Tony Pidgley (Group Managing Director)

Tony Carey (Divisional Director)
Greg Fry (Divisional Director)

Rob Perrins (Group Finance Director)

CEIEGES

£210,000
£650,000
£385,000
£275,000
£250,000

REIEY Level of salary frozen for
rises % three-year period
5% £220,000
15% £750,000
5% £405,000
5% £290,000
30% £325,000

The Executives’ current salaries are set at the upper decile compared to the comparator group. It is the policy of the Remuneration Committee that they
should remain at this level in line with the Committee’s view that the Company has one of the most experienced Executive teams within the sector.

25

www.berkeleygroup.co.uk



Remuneration Committee Report continued

Future Policy

The Remuneration Committee, with the rises in 2003, feels that it has reached its desired policy for Executive salary levels and is therefore implementing
a salary freeze for the Executive team from 1 May 2003 to 30 April 2006 (three years). The next salary review date will be, in the normal course of events,
1 May 2006. It should be noted that in line with the Company’s policy on salary reviews, the reviews on 1 May 2006 will not result in automatic salary
increases. It is the policy of the Remuneration Committee to look to the bonus and share arrangements to reward Executives for their performance rather
than to increases in base salary.

The Remuneration Committee will retain the discretion to increase salary levels if Executives are promoted or on the occurrence of any unforeseen event
which materially affects the Company and/or the market in which it operates. In the event of such an unforeseen event the Remuneration Committee will
consult shareholders before adjusting salary levels.

When determining the salary of the Executive Directors the Remuneration Committee takes into consideration:

m the levels of base salary for similar positions with comparable status, responsibility and skills in organisations of broadly similar size and complexity,
in particular those companies within the comparator group;

m the performance of the individual Executive Director;

m the individual Executive Director’s experience and responsibilities; and

m the pay and conditions throughout the Company.

Annual Performance Related Bonus
Policy: Upper Decile Bonus Potential
The policy of the Remuneration Committee is to set the maximum annual bonus potential at the upper decile in relation to the comparator group.

Year Ended 30 April 2004

To date the maximum bonus potential for Executives has been uncapped. However, the Remuneration Committee has taken into account the concerns
of shareholders regarding the uncapped nature of the Executive bonus arrangements and has decided to alter the structure of the bonus to reflect these
concerns (further details of the new structure are set out below). In anticipation of the future change in policy, the Executives agreed to the introduction
of a retrospective cap on bonuses for the current bonus year (1 May 2003 — 30 April 2004) of 300% of salary. However, for the year ended 30 April 2004,
where the Remuneration Committee did in fact determine a bonus greater than 200% of salary for the Group Managing Director and the Group Finance
Director, they decided of their own volition to cap the bonus payment at 200% of salary.

Bonus targets are reviewed and agreed by the Remuneration Committee at the beginning of each financial year. The performance measures for the
Executive Directors’ bonus scheme are reviewed annually by the Remuneration Committee to ensure that they are appropriate to the current market
conditions and position of the Company, so that they continue to remain challenging.

The targets for the year ended 30 April 2004, their level of achievement and the corresponding bonus earned for the Executive Directors is set out in the
following tables:

R Lewis T Pidgley R Perrins
Maximum bonus potential (% of salary) 300% 300% 300% 300% 300%
2003/4 bonus paid £165,000 £1,500,000 £498,509 £259,735 £650,000
2003/4 bonus paid (% of salary) 75% 200% 123% 90% 200%
Upper decile bonus payments in the 200% 200% 175% 175% 200%

comparator group as a % of salary

The above table shows that the Remuneration Committee set challenging performance conditions for the payment of bonuses for the year ended 30 April
2004, so that while the performance of the Company was strong, this did not result in maximum bonus payments.

The performance targets for the bonus year ended 30 April 2004 were based on Group profit targets for the Group Executive Directors and Divisional
profit targets for the Divisional Executive Directors. Once the targets were achieved a percentage of the over performance was allocated to the Executives
by the Remuneration Committee using pre-determined formulae. The level of the profit targets is commercially sensitive and therefore is not disclosed

by the Company.
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The Remuneration Committee felt that profit targets were the appropriate performance measure for bonuses as they were in line of sight of the Executives
and their delivery is key to long-term shareholder value. However, the Remuneration Committee recognises that in the current climate it would be helpful
to be able to disclose the detail of the performance targets for bonuses payable to the Executives, which would always be difficult due to the
commercially sensitive nature of this information.

Therefore, the Remuneration Committee has decided, in the future, to use ROCE (Return on Capital Employed — see later for a complete definition) as the
performance measure for the Group Executive Directors as this measure ensures that Executives are focused on maintaining earnings whilst having the
additional benefit of measuring the efficiency with which capital is being used to generate those earnings. For Divisional Executive Directors, 75% of the
bonus potential will still be based on the satisfaction of Divisional profit targets as the Remuneration Committee feel that it is important that the Divisional
Executive Directors have a strong focus on the performance of the Divisions which they are running, with the remaining 25% based upon Group ROCE.

Future Policy

Further to meetings with major shareholders during the year, the Remuneration Committee has taken into account their concerns regarding the uncapped
nature of the Executive bonus arrangements. Therefore, the Remuneration Committee is imposing a cap of 300% of salary for the bonus year starting on
1 May 2004 — 30 April 2005 and subsequent bonus years. In practice, the bonus plan will be designed with the effective cap on a maximum payout of
200% of salary.

The Remuneration Committee would only in very exceptional circumstances, outside the normal operation of the bonus plan, consider a bonus payment
greater than 200% of salary. On the occurrence of very exceptional circumstances and prior to any commitment to make a bonus payment, the
Remuneration Committee would consult shareholders to obtain their agreement that the circumstances gave rise to the level of bonus payment proposed.

The structure of bonus payments will be changed as follows:

Position % shares
Executive Bonus will be paid in cash up to a Any bonus payment above 100% of salary
maximum of 100% of salary will be invested, net of tax, in shares

Any shares provided under the bonus arrangements must be retained by the Executives for 18 months. The new bonus arrangements will take effect from
1 May 2004 (the start of the new bonus year).

The performance targets for the annual bonus plan for the 2004 Financial Year (1 May 2004 to 30 April 2005) are principally ROCE (Return on Capital
Employed) at Group level and principally ROCE and PBT (Profit Before Tax) at the Divisional level. The following table shows the weighting for participants
between Group and Divisional performance:

Position Group performance Divisional performance
Chairman 100% of participants’ bonus potential is based
Group Managing Director on the ROCE performance of the Group

Finance Director

Divisional Executive Directors 25% of participants’ bonus potential is based 75% of participants’ bonus potential is based on
on the ROCE performance of the Group achieving Divisional PBT targets
All Executives A ‘balanced score card’ will be operated considering other elements of the Company’s and individual

Executive's business objectives when making final bonus determinations.

Bonuses will always require the respective ROCE and PBT targets to be met in order to trigger payment.

The ROCE target for the 2004 bonus plan year is set out in the following schedule. Currently the annual ROCE target for the bonus is the same as
the three-year average target for the 2004 LTIP. This will not necessarily be the case in future years because the target for the annual bonus is for a
12-month period whereas the target for the 2004 LTIP is the performance averaged over a 36-month period. However, the Remuneration Committee
will not materially change the nature of the performance conditions or their method of calculation without prior shareholder consultation.
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