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Highlights — year ended 30 June 2011

£1.284m £35.1Tm £41.7/m

Up 5% (2010: £1,222 million) Up 34% (2010: £26.1 million) Up 117% (2010: £19.2 million)

32.2p  40.3p 10.0p

Up 31% (2010: 24.6p) Up 174% (2010: 14.7p) Up 28% (2010: 12.5p)

© £36 million net cash at year end, ahead of expectations (2010: £77 million).

© 27% increase in completions to 2,170 (2010: 1,705).
© 8.1% housebuilding margin shows strong progress (2010: 5.6%), 9.2% achieved in second half.

© 25% increase in sales currently reserved, contracted or completed at £328 million (2010: £263 million).

© 72% of 10,400 plot landbank now acquired at current market values (2010: 58% of 9,700).

© 100% of land required for 2012 financial year in place with detailed planning, 80% land secured for 2013.

© 2.4% construction margin remains robust (2010: 2.4%).
© Strong year end construction cash balance of £217 million (2010: £207 million).

©

' Group revenue excludes share of joint ventures’ revenue of £52 million (2010: £35 million). Revenue where stated throughout the business review on pages 03 to 39 includes share of
joint ventures.

2 Stated after a net exceptional credit of £6.6 million (2010 net charge: £6.9 million).
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937/m

£22.2m

1.75bn

Our credentials

Galliford Try’s record has been built on
collaborative working with clients to deliver
best value construction projects. A significant
proportion of our work is in long term
frameworks, particularly on programmes

for improving the country’s infrastructure.

We have experience in working in joint
ventures where we can bring regional
expertise and our specialist civil engineering
skills to the largest projects.

Market position

We are a UK top 12 contractor operating

across the entire country. Building works

range across commercial property, leisure

and hospitality facilities, education, health
and, in our partnerships division, affordable
housing. Infrastructure projects encompass
water, highways and rail, civil engineering and
flood alleviation as well as renewable energy
and energy from waste.

Our strategy

We aim to maintain our order book at a
consistent level with the objective in the
current economic conditions of delivering
profit and cash balances, not absolute levels
of revenue. We strive for a diverse spread of
work across the regulated, public and private
sectors, focusing on sectors where procuring
work is not based on price competition alone,
where there are opportunities to deliver best

value with an acceptable return and risk
profile. We aim to be in a position to resume
our growth strategy when economic
conditions and markets improve.

Sustainability

We aim to play a key role in supporting
our clients to achieve their sustainability
objectives, and have initiatives in place

to reduce our carbon footprint and drive
improvements across our own operations.
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Chairman’s statement

A strategy
for value

The business is soundly based, is in
robust good health, and has a clear

vision for the future.

| am delighted to have been appointed
Chairman of Galliford Try at this important
stage of the Group’s development and to
make my first report to shareholders. Since
joining the board last November, | have spent
some time getting to know the business and
can confirm that it is soundly based, is in
robust good health and has a clear vision
for the future. | know that | am speaking

on behalf of all the board in paying tribute
to the inestimable contribution made by
David Calverley over the 16 years he was
with the Company, and particularly as
Chairman over the last six. We wish him

a long and happy retirement.

Board and governance

We have a top quality executive management
team, led by a first class Chief Executive,
Greg Fitzgerald. We also have an impressive
and well balanced mix of non-executive
directors who question and challenge in a
way that is both constructive and supportive.
The board is well informed by the executive,
ensuring that board debate is both full

and open.

| am pleased to be able to report that | have
found corporate governance within the
Company to be excellent and in line with
best practice. This is the first annual report
prepared under the new UK corporate
governance code and | can confirm that,

although not mandatory for the Company,
the board has decided to follow best practice
as applicable to FTSE 350 listed companies.
| would specifically highlight that this means,
notwithstanding the effectiveness of the
current board evaluation process, the board
has committed to an external evaluation

at least once every three years, and that

all directors will stand for re-election at each
annual general meeting. | can also report
that the Company carried out a considerable
amount of work prior to the implementation
of the 2010 Bribery Act on 1 July 2011,

and has put in place a well thought-through
package of appropriate measures, including
a Group-wide information and training plan,
to drive compliance with the law. We have
also appointed an experienced Head of Risk

04



Galliford Try plc Annual Report and Financial Statements 2011
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and Internal Audit during the year to further
strengthen our processes for managing the
assessment, impact and mitigation of risk
across the Group.

The board is also very aware of current
concerns around the effectiveness of
executive remuneration, which underlines the
importance of the work of our remuneration
committee to ensure there is clear alignment
with shareholders’ interests and the long
term success of the business.

Strategic overview

Galliford Try is a housebuilder and a
construction contractor. We therefore operate
in two distinct market sectors, with differing
characteristics and complementary features
that are explained in detail on page 12 of this
report. This business model has served us well
in recent years, particularly through the recent
recession, and the board will ensure that the
way it develops and is adapted to meet the
changing business environment in the future will
continue to deliver best value to shareholders.

The fragility of both the global and UK
economy has been clearly demostrated over
recent months. Our businesses are closely
aligned with the health of the economy and
general economic confidence. The way

we adapted quickly to the housing market
downturn in early 2008 and to the opportunities
to acquire land for expansion that arose in
2009 clearly demonstrated the value of
identifying economic changes early and
responding to them, emphasising the
importance of the board’s role in monitoring
economic statistics and trends so we can
react quickly again should the need arise.

Despite the challenging conditions, the Group
has delivered an excellent financial performance
during the financial year. Importantly, we have
made significant progress towards achieving
the objective we set when raising a net
£119.3 million by rights issue in October 2009.
Our aim was to approximately double the size
of our housebuilding business over a three
year period with the objective of delivering

a significant enhancement to earnings per
share during 2012. At the end of the second
year of the plan, we have the land, the
planning consents, the construction resource
and the management to deliver during the
final year. We also planned to manage our
construction business through more difficult
times by focusing on profit margin and cash,
not revenue. To date, the business has held

up better than forecast in challenging markets,
and continues to benefit from its many long
term client relationships.

Earnings and dividend

The financial results achieved this year
represent an increase in earnings per share
of 31%, and as a result the directors are
recommending a final dividend of 11.5 pence
per share which, subject to approval at the
annual general meeting, will be payable on
18 November 2011 to shareholders on the
register on 7 October 2011. With the interim
dividend of 4.5 pence per share paid in April,
this will result in a total dividend of 16.0 pence
per share, an increase of 28% over the previous
year. The board reviewed its dividend policy
during the year and has stated its intention
that, subject to the performance and prospects
of the business, the Group will pay a total
dividend that represents around one third of
profits before tax.

People

| have spent some time visiting a number
of our operations since my appointment

to the board last November and have been
impressed by the quality and dedication of
our people. They have been through a hard
three years and | am particularly pleased
that the efforts they have been making

and the dedication they have shown to the
business is now being reflected in improving
performances across the Group. | thank
them all.

Conclusion and outlook

The board has a clear strategy for delivering
the expansion of its housebuilding business,
and for managing its construction business
through more challenging times, as set out in
2009. We remain totally focused on delivering
this strategy and in the coming year will
review how we develop it over the next three
to five years to ensure it remains appropriate
and aligned to delivering value to shareholders.
We have first class businesses in both
contracting and housebuilding and the board
is confident they will be able to make the
most of the opportunities that arise.

Q@

lan Coull
Chairman
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Chief Executive’s review

Significant
progress towards
our objective

We exceeded our profit expectations
during the year and are in strong position
to deliver on the objectives we set for
2012 when embarking on our three year
housebuilding expansion plan and to

drive further growth thereafter.

We exceeded our profit expectations

during the year as growth in housebuilding
accelerated in the second half and we
maintained a higher margin in construction
than anticipated. As we enter the final year of
our three year transformational expansion plan
for housebuilding we are in a strong position
to deliver on the objectives we set for 2012
and to drive further growth thereafter.

Strategy and progress

In 2009 we laid out our plan to double the
size of our housebuilding business over three
years based on a strategic focus on Southern
England. £119.3 million was raised by way of
rights issue with the intention of acquiring land

at the attractive prices we foresaw would

be available, building up our management
resources and strengthening our market
coverage within our southern biased business
so that by the third year we could deliver
around 3,000 units. We forecast that earnings
per share would reduce as we made the
investment required during the first two
years of the plan before materially increasing

in 2012 as we delivered the resultant
revenues and profits.

At the end of the second year we have made
significant progress. We have exceeded our
profit forecasts in each of the first two years.
We have managed our cash to both invest in
land and maintain a robust financial position.

By the year end we had secured all the land
we need to deliver our planned production
in 2012, with every plot having a detailed
planning consent.

During the year we increased the number of
active selling sites from 59 to 78, and opened
new regional offices in Guildford and the
Thames Valley. We completed 2,170 homes,
27% up on the previous year and brought all
our housebuilding businesses together under
the Linden Homes brand, which is driving
improvements in cost effectiveness, brand
recognition and consistent marketing. At the
year end, 70% of our landbank of 10,250
plots had been acquired at current market
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Finance review

Strong financial

results

An excellent financial performance in the year
and our rigorous focus on cash management
puts us in a strong financial position to support

our planned growth.

| am pleased to report a significant
improvement in the Group’s financial
performance during 2011. At the end of the
second year of the Group’s housebuilding
expansion plan, our trading is showing

the effect of our investment in land and
work in progress made since we raised
£119.3 million by way of rights issue

in 2009.

Financial highlights

e Pre exceptional profit before tax up
34% to £35.1 million.

e Post exceptional profit before tax up
117% to £41.7 million.

* A net £6.6 million exceptional credit to
profit before tax following the decision

of the Competition Appeal Tribunal to
reduce by 83% the fine imposed by the
Office of Fair Trading in 2009 for historic
cover pricing.

Equity up by £32 million to £455 million.
Net tangible assets up by 9.8% to

£331 million.

The successful refinancing of the Group’s
core bank facilities, completed in May
2011 and providing stability and financial
flexibility at competitive rates through to
mid 2015.

Continued strong cash performance in
construction, contributing a year end
balance of £217 million to overall Group
net cash at the year end of £36 million.

e Net investment in housebuilding
developments, including joint ventures,
increased in line with the expansion plan
to £571 million.

Results

For the year to 30 June 2011 Group
revenue was up 5% to £1,284 million

(2010: £1,222 million) with revenue, including
joint ventures, up 6.5% to £1,336 million
(2010: £1,256 million). The Group achieved a
profit from operations (stated before finance
costs, share of joint ventures interest and tax,
exceptional items and tax) of £43.6 million
(2010: £35.2 million). The Group’s pre
exceptional profit before tax increased by 34%
to £35.1 million (2010: £26.1 million) and after
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the £6.6 million exceptional credit detailed
below, post exceptional profit before tax was
up 117% to £41.7 million (£19.2 million).

Segmental analysis

Revenues grew sharply in housebuilding

as we delivered the second year of our
expansion plan, new sites came on stream
and the number of completions increased.
Housebuilding revenue was up 23% to
£388.5 million (2010: £316 million). Profit
from operations was up 80% to £31.6 million
(2010: £17.6 million). The housebuilding
margin grew by 45% to 8.1% (2010: 5.6%)
notwithstanding that we have already put the
cost base in place to deliver the significantly
higher revenues forecast for our new financial
year. We achieved a gross margin during the
year of 16.1%, with both gross and operating
margins expected to increase further in

the new financial year as the proportion of
completions from new land continues to rise.

Our concentration in construction is on margin
and cash, with revenue remaining little changed
during the year at £936.9 million (2010:
£936.5 million). Profit from operations was
£22.2 million (2010: £22.8 million) maintaining
the margin at a better than expected 2.4%,
as we reduced our cost base ahead of
anticipated lower revenues.

Within the construction division, Building
contributed operating profit from operations of
£10.4 million (2010: £10.8 million), which was
achieved at a margin of 2.4% (2010: 2.4%),
and Partnerships contributed profit from
operations of £1.9 million (2010: £1.3 million),
at a margin of 1.5% (2010: 1.4%), its margin
currently lower as we invest in the resources
and infrastructure required to meet its
expansion objectives. Infrastructure contributed
profit from operations of £9.9 million (2010:
£10.7 million), representing margin performance
of 2.6%.

PPP Investments reported a loss from
operations for the financial year of £1.0 million
(2010: profit £2.4 million) as bid costs exceeded
income from equity sales. The loss included

a profit of £1.2 million realised on the sale

of its interest in the previously wholly owned
Worcester History and Library Centre project.

Exceptional items

On 24 March 2011 a Competition Appeal
Tribunal judgement reduced the quantum
of the fine imposed by the Office of Fair

Trading in 2009 for cover pricing during the
period from 2001 to 2004 from £8.3 million
to £1.4 million. The net £6.6 million reduction,
after costs, is reflected in the Group’s results
as an exceptional item credited to profit
before tax.

Taxation

The pre exceptional tax rate is 25.4%
(2010: 30.7%) which has been reduced as
a result of utilising unrecognised tax losses.
The post exceptional tax rate is 21.3%
(2010: 43.8%) as the exceptional income

of £6.6 million is non taxable as it is reversing
the non deductable treatment of the
exceptional loss in 2010.

The Group has an established relationship
with HMRC and seeks to identify, provide for
and settle all anticipated taxation liabilities
either in advance of or at the time of their
crystallising. | have been appointed as the
Group’s Senior Accounting Officer (SAO)
during the financial year, that appointment
preceding a thorough review of the Group’s
taxation systems, practices and procedures
in accordance with the requirements of the
SAO legislation.

Earnings and dividend

There were no changes to the Company’s
issued share capital in the year. The financial
results achieved this year represent an
increase in earnings per share of 31% to
32.2 pence (2010: 24.6 pence) with post
exceptional earnings per share up 174%

t0 40.3 pence (2010: 14.7 pence).

The directors are recommending a final
dividend of 11.5 pence per share which,
subject to approval at the Annual General
Meeting, will be paid on 18 November 2011
to shareholders on the register at 7 October
2011. With the interim dividend of 4.5 pence
per share paid in April, this will result in a total
dividend of 16.0 pence per share, an increase
of 28% over the previous year. The cost of
the final dividend is £9.4 million, resulting in

a total relating to the year of £13.1 million.

Cash and equity

During the year the Group has maintained

a strong focus on cash management
demonstrated by the £36 million of net

cash held at the year end (2010: £77 million).
Construction continued to maintain significant
cash balances throughout the year with a

positive cash balance of £216.7 million as

at 30 June 2011 (2010: £206.8 million).
Housebuilding requires net investment with a
cash outflow of £83 million of the £141 million
committed on land acquisitions in the year,
leading to a net year end investment in
developments and housebuilding joint
ventures of £571 million.

Total equity has increased by £32 million to
£455 million. Tangible net assets increased by
£29.5 million to £331 million. This represents
tangible net assets per share as at 30 June
2011 of £4.05 (2010: £3.68).

More detailed information regarding the
performance of the Company’s share price
and improvements in the Company’s total
shareholder return over the financial year can
be found in the performance section of the
Remuneration Report on page 49.

Pension and share scheme costs
The total cost of pensions charged to

the income statement in the financial

year amounted to £10.4 million (2010:

£12.8 million). Under IAS19 ‘Employee
Benefits’ a small surplus has arisen in the
Group’s final salary pension schemes. This
was calculated, as at 30 June 2011, by an
independent qualified actuary and the gross
surplus recognised on the balance sheet

is £3.2 million (2010: deficit £17.3 million).
The most significant contributory factor to the
surplus was the change to the assumptions
used to reflect the use of the consumer price
index for the revaluation of deferred benefits.
Other factors were investment returns, further
employer deficit contributions and a reduction
in liabilities following the enhanced transfer
value exercise carried out during the year.

The Company instigated an Enhanced Transfer
Value exercise during the year which offered
deferred members of the closed Galliford Try
Final Salary Pension Scheme an enhancement
to their transfer value if they transferred their
benefits out of the scheme. The exercise

was carried out in accordance with the best
practice provisions laid down by the Pensions
Regulator in respect of such exercises and
with full monitoring by the scheme Trustees.
The result of the exercise, which was
completed after the end of the financial year,
was to generate a net reduction of £2.9 million
in the scheme’s deficit as measured on its
funding basis, or a £1.4 million net reduction
measured on the Company’s IAS19 basis.
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Finance review continued

9.9
3.7

6.2
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* 2011 First half
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1 Pre exceptional and after sales costs of circa 2%
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1
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Following completion of the 1 July 2009
valuation of the Galliford Try Final Salary
Pension Scheme in October 2010, and of
the 1 April 2010 valuation of the Galliford
Group Special Scheme in June 2011, the
deficits in those schemes were calculated
by the scheme actuaries at £48.0 million
and £0.6 million respectively. Following
negotiation with the respective Trustees,
the Company agreed to maintain its existing
deficit funding payments at £7.0 million and
£0.2 million respectively, subject to the
reduction in deficit resulting from the ETV
exercise offsetting contributions over the
three year inter-valuation period.

Further details on the Group’s pension
arrangements can be found in note 32 on
page 94.

Amounts charged to the income statement

in respect of employee share schemes during
the year amounted to £2.5 million. Following
consultation with major shareholders, the
remuneration committee has determined that
the awards made under the Company’s Long
Term Incentive Plan with a vesting date of
March 2012 will vest in full. This gives rise

to an additional IFRS2 fair value accounting
charge of £5.3 million in the financial year

to 30 June 2012, which has no incremental
effect on either cash or the balance sheet.
Further details are in the Remuneration Report
on page 50 and in note 30 on page 92.

Capital management and
investment

In 2010 | reported that the Group had
maintained a strong focus on cash
management, and that remained the case
operationally throughout the financial year
to 30 June 2011. As outlined above
construction continued to maintain significant
cash balances whilst housebuilding requires
net investment, and the combination of the
two businesses minimises the need for
external finance.

In May 2011 the Group successfully
completed the refinancing of its bank
facilities, agreeing a four year £325 million
revolving credit facility with HSBC Bank plc,
Barclays Bank plc and The Royal Bank of
Scotland plc. The new facility replaced the
facility entered into in 2007, which was due
to expire in February 2012. The new facility
provides long term finance and bonding
facilities at market competitive rates, providing
working capital with a comfortable margin

over the Group’s projected requirements until
2015. The new facility is subject to covenants
over interest cover, gearing, adjusted gearing
taking account of land creditor debt and
minimum consolidated tangible assets as well
as security against the Group’s housebuilding
development sites. Interest is calculated by
aggregating margin, LIBOR and relevant
costs. The refinancing extends the Group’s
debt maturity profile substantially, from
February 2012 to May 2015.

Construction’s strong underlying cash
position partially offsets housebuilding’s
increased investment in land, resulting in
the Group holding net cash of £36 million
as at 30 June 2011 (2010: £77 million).
Overall debt levels do fluctuate throughout
the year with average debt of around
£40 million. As highlighted above, the
Group has significant headroom within
its new facility and continues to operate
well within the covenants of that facility.

The board has confirmed its intention that

in future the total dividend will represent
around one third of profits before tax. The
projected increases in dividend payments are
necessarily expected to distribute a greater
proportion of the Group’s retained earnings,
and associated cash outflows are forecast to
increase. However, we continue to anticipate
that Group gearing will remain at acceptable
levels and within the parameters established
by the board.

Treasury management and risks
The Group operates within and through
treasury policies and procedures approved by
the board. The Group’s financial instruments
principally comprise bank borrowings together
with cash and liquid resources that arise
directly from its operations. Throughout the
period under review and in line with the Group’s
policy, no trading in financial instruments has
been undertaken.

The Group finances its operations through a
mixture of retained profits and bank borrowings.
The contracting operations of the Group

are budgeted to be cash positive. The
housebuilding operations, however, require
cash to invest in land and work in progress.
In light of current market conditions rigorous
controls are in place to ensure borrowings are
maintained at an acceptable level. On a daily
basis throughout the year, the bank balances
or borrowings in all the Group’s operating
companies are aggregated into a total cash

10
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or borrowing figure in order that the Group
can obtain the most advantageous offset
arrangements and interest rate.

The main risk arising from the Group’s
financial instruments is interest rate risk and
this is reviewed by the Board on a regular
basis. The Group policy is to accept a
degree of interest rate risk as long as the
effect of various changes in rates remains
within prescribed ranges. The Group
remains party to a swap agreement which
had the effect of fixing £33 million (2010:
£45 million) of borrowings at a rate of 5.7%
for the duration of the previous bank facility.
The agreement falls away in February 2012.
The difference between the swap rate and
the previous borrowing rate has been fully
expensed in the income statement.

All material activities of the Group take place
within the United Kingdom and consequently
there is little direct exchange risk other than
payments to overseas suppliers who require
settlement in their currency. If there is any
material foreign exchange exposure, the
Group’s policy is to enter into forward foreign
currency contracts. The Group had no material
currency exposure as at 30 June 2011.

Critical accounting policies

and assumptions

Goodwill and intangibles

The Group’s carrying values for

goodwill and intangibles were £115 million
(2010: £115 million) and £9.0 million (2010:
£6.9 million) respectively as at 30 June 2011.
The finance team carry out annual impairment
tests in relation to these amounts and any
other carrying values. The calculations use
pre-tax cash flow projections based on

three year financial budgets approved by
divisional management teams based on past
performance and its expectation of market
developments. The key assumptions within
these budgets relate to the discount rate,
revenue growth and the future profit margins
achievable. The calculations were carried out
following the year end and did not find there
was a need to record any impairment of
these assets. Further information regarding
the impairment testing performed during and
since the financial year is provided in note 10.

Shared equity

The Group’s carrying value for shared equity
receivables, shown within available for sale
financial assets, amounted to £20.0 million

at 30 June 2011 (2010: £13.7 million). The
shared equity receivables are largely with non
fixed repayment dates and variable repayment
amounts, provided as part of the sales
transaction and are secured by a second legal
charge on the related property. They are stated
at fair value as described in note 14 and in
determining the fair value, the key assumptions,
which are largely dependent on factors outside
the control of the Group, are the date of final
repayment of the receivable, house price
inflation and the discount rate used. The
Group monitors these on a regular basis to
ensure that changes in the assumptions are
made if required.

There have otherwise been no significant
changes to the Group’s critical accounting
policies or assumptions, and these are
considered in greater detail in note 1 to
the financial statements on page 64.

Going concern

The Group’s statement of going concern,
together with further related information,
can be found in the Directors’ Report on
page 57. The key risks and uncertainties
potentially affecting the Group’s future
financial performance are detailed on
page 32.

7 fa
K/

Frank Nelson
Group Finance Director
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Business review: Overview

Advantage
througn diversity

Galliford Try is a housebuilder and provider of construction services.
It is a UK based business, with construction activities carried out
across the whole of the country, and housebuilding focused across
the South of England and the Eastern counties.

Our business model

Our activities are spread across two
complementary, but different, industry
sectors. This gives us a number of financial
and operational advantages, and mitigates
business risk in a number of ways:

¢ Housebuilding and construction serve
different markets. Housebuilding sells
homes direct to the public and affordable
homes to housing associations and local
authority providers. Construction services
are business to business, with our client
base ranging from major Government

departments, through the regulated utilities

to private sector commercial companies.
The financing that supports our home
purchasers and construction clients comes
from different finance models and sources.
Our reliance on the market in any one
sector is therefore reduced.

The businesses have different and
complementary financial profiles.
Housebuilding requires cash for investment
initially in land and then to pay for the
development costs of bringing sites to

the market before the homes can be sold,
generating income and profit. An effectively
run construction business will generate

Outline structure and major operating businesses

cash balances, with monthly or milestone
payments from clients for work completed.
A housebuilding business therefore plans
to generate attractive profit margins while
controlling the cash locked up in the
business and a construction business
produces relatively low margins but
generates cash balances for investment.
The overall business therefore minimises
its requirement for external debt finance.

The model gives a competitive advantage
in the range of services we offer clients
based on the skill sets of our people.

GROUP SERVICES
Health, Safety &
Environment
Human Resources
Finance & Corporate

GALLIFORD TRY plc
T 1 T
HOUSEBUILDING CONSTRUCTION
PRIVATE HOUSING BUILDING
Linden Homes Galliford Try
Construction
Morrison

AFFORDABLE HOUSING

Galliford Try
Affordable Homes

Construction

PARTNERSHIPS

Galliford Try
Partnerships

INFRASTRUCTURE
Galliford Try
Infrastructure

Morrison
Construction

PPP INVESTMENTS

Galliford Try
Investments
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Market size New home
201 Completions starts
Sector £bn changje 000’s chang;e 000’s chang;e
Private Housing 147  17% 97 -12% 93 27%
Public Housing 49 47% 28 -13% 28 8%
Total 196 23% 125 -12% 121 22%
2008 2013 2018
Forecast UK households 26.1m 27.4m 28.9m
Market size New orders

2010
% %
Sector £bn  change £bn  change
Infrastructure 135 26% 9.2 -17%
Public 144 21% 136 -7%
Industrial & Commercial 274 6% 16.4 6%
Total 55.3 7% 39.2 -5%

The 23% increase in the overall size of the housebuilding market in 2010
followed a 28% fall in 2009. Private and public housebuilding completions
fell but the number of UK housing starts increased markedly.

In the first half of 2011, private housing completions registered by the
National House-Building Council were up 6% to 40,700 in comparison
with 2009 (38,389), and public housing completions rose by 15% from
20,182 to 23,132 over the same period.

Gross mortgage lending in 2010 was £135.9 billion, down 5.4% from
2009. 2011 gross lending was £63.7 billion in the six months to June,
essentially unchanged from 2010. The CML forecasts both gross and
net lending to be broadly flat at £140 billion and £9 billion respectively
in 2011, rising to £150 billion and £12 billion in 2012.

The infrastructure and public sector markets continued to grow through
2010. Conversely, the industrial and commercial sector declined, as
in 2009, although at a significantly reduced annualised rate of 5.6%.

However, new orders placed in 2010 show both the infrastructure and
public sectors seeing reductions in future workloads, with the effect of the
Government’s comprehensive spending review starting to affect public
expenditure reduction on capital projects. On the other hand, orders for
private work in the industrial and commercial sectors increased by 5.8%,

Sources: ONS, CML, Land Registry, HCA, BoE.

albeit this is following a 41% decrease in the previous year.

Over recent years, there has also been

an increase in the opportunities arising
that require a full range of construction
and development services. The diversity
of our businesses enables us to offer whole
life solutions to major projects. We can
remediate land, put in the site infrastructure
and design and construct public or
commercial buildings. Our housebuilding
business can then develop homes for sale
or supply to the affordable housing market
on the same site, thereby offering a
complete package to a commissioning
agency. Our business model, as well

as our track record, was an important
element of securing a place as one of only
six developers on all three of the Homes
and Communities Agency’s delivery
partner panels. Earlier in 2011, it led to
our appointment as preferred bidder for
the £347 million Gateshead regeneration
project which is expected to provide both
construction and development work for
over 10 years.

The construction and housebuilding
markets operate in different economic
cycles. Housebuilding is an early cycle
business, with the market adapting
quickly to changes in the wider economy.
Construction is late cycle, as clients
purchasing decisions are typically made
over a much longer timeframe, with most
contracts lasting for periods well in excess
of a year. The benefits of this difference

were clearly illustrated during 2008/09
where our housebuilding business felt
the effects of the downturn early on its
sales and pricing, while our construction
business continued to generate profits
and cash. In 2011, the housebuilding
business has recovered from the earlier
low point with profits increasing, while
construction is in a more challenging
position as contracts secured earlier have
completed and new work is procured in
a more competitive market.

The business model therefore provides
Galliford Try with operational and financial
diversity that gives it the flexibility to maintain
and develop its business through economic
cycles, putting it in a position to grow its
business when appropriate and retrench
when necessary while optimising its overall
performance in delivering returns to
shareholders.

Our markets

Demand and supply drives the housing
market. The UK housing shortage is well
documented by Government and other
forecasting agencies, estimating that there
is a requirement for between 220,000 and
250,000 additional homes per year to meet
the underlying rising demand. Against this,
total industry completions in 2009 and 2010
were 90,000 and 100,000, substantially
down from the peak of 185,000 in 2007.
Long term demand is being driven by
demographic changes with an increased

population in the UK, the longevity of the
population rising and the proportion of multi
person households falling. The market is
geographically sensitive, with the strongest
demand in areas where the economy is
performing well, such as in London and

the South East. At present, there is less
demand for homes in those areas of higher
unemployment and where there is reliance
on the public sector.

Against these factors supporting demand,
supply is constrained. The availability of land
for development is finite, and competition

for alternative use will be highest where

the economy is strongest. The process for
securing planning consents for residential
development is complex, lengthy and
expensive, as well as being subject to delays
and uncertainties caused by political factors.
Government policy, and the provision of
support for affordable homes to meet
regeneration objectives, changes both demand
and the regulatory framework within which
the industry works. The availability and the
terms of finance, whether through mortgage
facilities for individual purchasers, or through
grant or other methods of financing affordable
housing providers, affects demand.

The operation of the market during the
period under review is further discussed
in the housebuilding review on page 18.
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Business review: Overview continued

The construction market is driven by the
investment programmes of the client base.

In the public sector, the drive to improve

the country’s infrastructure, and how plans
dovetail with Government financing objectives,
prescribes the volume of work available to
the industry. Many projects are long term,
such as the recently awarded Forth Road
Crossing project which will provide work for
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Group Key performance indicators

Objective

To ensure our operations are
carried out safely and without
causing injury.

To achieve increases in profit
before tax each year.

To provide long term growth

in earnings per share, with a
material enhancement in 2012
on delivery of the housebuilding
expansion plan.

The board has adopted a
policy of working towards

a total dividend representing
one third of profits before tax.

Measure 2011 Performance

The accident frequency rate,
which is the total number of
reportable accidents in the
year per 1,000 hours worked.

Profit on ordinary activities Up by 34%.

in £m, excluding exceptional
items, stated before tax.

Earnings per share in pence Up by 31%.

based upon profit attributable
to ordinary shareholders before
exceptional items, divided by
the average number of shares
in issue during the year.

The sum of the interim dividend Up by 28%.

and the final proposed dividend
in pence per share.

Improvement by 14%.

Comment

JONVINHO44d3d

We are rolling out our
behavioural safety programme
across the entire Group, and

all of our incentive schemes
now take account of health and
safety performance.

Housebuilding profits rose as
our expansion plan delivered
more homes at a higher

profit margin. Construction
profits delivered a better than
expected profit margin on
revenues higher than forecast.

The Group is on track to
deliver its objective in 2012,
and the increase in 2011
reflects housebuilding earnings
rising during the second year of
the three year expansion plan.

The 2011 dividend profits deliver1 0 TdlCom?22
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Business review: Housebuilding

Housebullding:
Setting standard
N design

As we increase the size of our business towards delivering
3,000 homes each year, our concentration remains on location,
design and quality.

lan Baker Group Managing Director,
Housebuilding

Our track record differentiates us in meeting
the aspirations of pu