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Important: Proposed sale of the Group’s

housebuilding businesses

The Board believes that the proposed sale
of the Group’s housebuilding businesses to
Bovis Homes Group plc, announced on
10 September 2019, will result in the Group
becoming a well-capitalised standalone
construction-focused group, benefiting from
the recent operational restructuring which
refocused the business to deliver improved
future performance. Our strengths in UK

building and infrastructure, particularly
in the highways and water sectors, along

with the spread of work for both public and
private clients provide a strong foundation

for the future as an independent

construction group.

Bl

Learnmore about us
at gallifordtry.co.uk

Group revenue?

£2,711m
-8%

Earnings per share

78.5p
-35%

Pre-exceptional profit

Full year dividend

before tax? per share

£155.5m 58.0p

-18% -25%

Profit before tax Pre-exceptional Group
returnon net assets*

£104.7m 22.1%

-27% -7.1 ppts

Net debt?

£(56.6)m
-£154.8m

Group performance

(@l

Total number of
homes built

6,507

©

Plots in Linden Homes’
and Partnerships &
Regeneration’s landbank

17,200

Construction order book

£2.9bn

Alternative performance measures

Group return on net assets®

16.6%

-8.3 ppts

Accident
Frequency Rate

0.11
(o

Construction and demolition
waste diverted from landfill

95%

=

Training days for employees

13,975

1 ‘Revenue’includes share of joint ventures’ revenue of £249.7m
(2018: £200.7m) and excludes revenue from part-exchange properties
of £100.7m (2018: n/a) and pre-exceptional items of £2.8m (2018: £nil).
‘Group revenue’,where stated, excludes share of joint ventures and
includes revenue from part-exchange properties.

2 Pre-exceptional measures exclude exceptional costs as described in
the Financial review on page 34 and in note 4. All future references to
pre-exceptional data and ratios are consistent with this definition.

3 Netdebtis cash and cash equivalents less current and non-current borrowings

(note 20).

4 ‘Pre-exceptional Group return on net assets’ represents profit before tax,
exceptional items, finance costs and amortisation divided by average

pre-exceptional net assets.

5 ‘Groupreturnon net assets’ represents profit before tax, finance costs and
amortisation divided by average net assets.

More information on the Group’s alternative performance measures can be

found in note 38 to the financial statements on page 135.



What makes us
different?

Galliford Try is aleading
housebuilding, regeneration
and construction group.

Together, our three complementary
businesses have an exceptional impact
on the people and fabric of the UK.

Q&A

Why choose Galliford Try?

Our ambitious strategy, which charts
our pathto 2021, has made us
simpler, leaner and more sustainable.
We are making the most of our
leading positions in growing markets,
and our devolved model is making
our decision-making faster and more
efficient, making us responsive to
changes around us.

Annual Reportand
Financial Statements 2019
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2 Galliford Try plc

Our businesses
ataglance

The Group comprises three strong,
national businesses: a top housebuilder,
aleading regeneration specialist and a
major contractor.

= =
Linden GallifordTry
HOMES Partnerships

Linden Homes

Revenue

£820.4m

Completions

3,229 units

Landbank

Partnerships
&Regeneration

Revenue

£623.2m

Completions

3,278 units

Landbank

11,900 plots 5,300 plots

10 business units
across the country,
with scope for further
geographical expansion.

High-quality homes
for first-time buyers
and families.

Focused on
standardised layouts.

Committed to providing
excellent customer service.

We fellin love with our new
Linden home straightaway.
Not only does it have four
bedrooms but it also has a
great layout. There'sa
separate living room and
anopen-plankitchen,
dining room and family room.
Plus, there’s a utility room
and a downstairs toilet,
soit's perfect for family life.

Polly Hunt
White Rockin
Paignton, Devon

0 Businessreview p38



Long-term partnerships
with key public sector,
private sector and
Registered Provider clients,
with acommitment to
customer satisfaction.

Unique and powerful
platform, combining
contracting, regeneration
and mixed-tenure
development.

National scale and proven
track record of delivery
and quality.

o Businessreview p41

Morrison /&
GalllfordTry Construction

Construction

Revenue

£1,386.8m

Order book

£2.9bn

Annual Reportand
Financial Statements 2019

Strongclient
relationships, based on
collaborative working.

Disciplined business
with national presence
via a network of
regional offices.

Presence on numerous
major frameworks
with public sector

and regulated clients.

Strong visibility of
future work.

o Business review p43
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4 Galliford Try plc

Ourinvestment

case

Galliford Try's devolved structure
and the way we work give us
significant advantages.

We areresponsive

tochange

Each business has its own
management team, empowered to
make quick, efficient decisions in
line with our Group strategy and
governance. Local business units
keep us close to our customers,

so we understand their needs.

o Seeour Businessreview p38

We set about really
analysing customer wants,
customer needs, and
further optimisation to
drive efficiency for all of
our business units. We are
realising the benefits of our
simplified, standardised and
quality-focused processes
- and there’s more to come.

Andrew Hammond
Chief Executive of
Linden Homes

The decisive actionwe
have takenin Construction
willenable us to focus on
our strengths, resulting
inamore stable and
profitable business.

Bill Hocking
Chief Executive of
Construction & Investments

We have three clear
propositions: contracting,
land-led solutions and

mixed-tenure development.

We've got experts who
know all about affordable
housing, we have a fantastic
brand and excellent
relationships with

clients nationwide.

Stephen Teagle
Chief Executive of
Partnerships & Regeneration

We are resilient

Our businesses operate in different
markets, with different customers
and different cycles. This helps us
to perform, whatever economic
conditions we face.

0 See Our business model p6
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We have significant

opportunities

for growth

There is stable demand for housing We are ]COCU Sed

backed by a strong mortgage market, X

and affordable housing remains a on gOOd Ca p|ta |

primary aim for all political parties.

We have refocused our Construction mana ge me nt

activities where we have proven )

strengths, positioning the business We are well-financed, with prudent

well for the future. debt management, and our mix of
capital-light and capital-intensive

© scestrategypi6 businesses delivers excellent
returns on the funds we invest,

— allowing us to offer attractive

ssauIsng.JnQ
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rewards to shareholders.
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Ve care about
doingtheright thing

All of our businesses build responsibly
and treat our stakeholders fairly.

We focus on doing the right thing,

so we keep our stakeholders’ trust

as avalued partner.

— e ey
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o See Stakeholder relationships p24
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6 Galliford Try plc

Our business model

Three strong businesses

Our three businesses are led by an effective Group and supported by
centralised services. Each business has different financial characteristics

and makes an important contribution.

The Group'srole

Set strategy

The Group sets our overall strategic direction,
with input and approval from the Board.

Our three businesses then develop their

own approach to the strategy, reflecting

their specific opportunities and challenges.

ﬂ See Strategy p16

Allocate capital

The Executive Board allocates capital
between our businesses in accordance

with the Group strategy, taking into account
their capital requirements, their strategies
and the returns available.

0 SeeFinancial review p33

Deliver centralised services

Our businesses include many support
functions themselves, which are tailored
to their precise needs. The Group provides
services that are best delivered centrally
and maintains small functional teams to
support its own activities.

Mitigate risk

The Board is responsible for risk
management, determining our risk appetite
and the extent and nature of our systems
of risk management and internal control.
The Executive Board implements this
framework within the businesses.

0 See Principal risks p26

Embed culture

The Board defines the Group’s culture
and values, sets the behaviours we want
to seein Galliford Try, and promotes that
culture within our businesses through
our Executive Board.

0 See Our people p49

Govern effectively

Our corporate governance framework
provides robust oversight and control,
within which our businesses can
implement their strategies.

ﬂ See Governance p54

How our businesses make money

Linden Homes

Housebuilding requires up-front investment in land and development,
with cash received as the resulting homes are sold. We earn a profit by
buying land in good locations at the right prices, building high-quality
homes and standardising as many aspects of our products, processes
and procedures as we can to maximise efficiency.

Contribution to the Group’s economic model: Linden Homes has the
highest margin and capital requirements of our three businesses.

(£ ) (£ ) (£ )

High up-front Value added to land Strong margins
investment through planning realised onsale
and promotion of homes

Partnerships & Regeneration

This business uses cash generated by contracting to fund higher-margin
mixed-tenure developments. We earn a profit through careful selection
and delivery of our contracting projects, and by using the Group’s
housebuilding skills and brand to deliver our mixed-tenure developments,
while maintaining a cautious risk and funding profile.

Contribution to the Group’s economic model: Partnerships &
Regeneration is a low-capital, high-return business. Its margin is
lower than a pure developer but is increasing as its development
activities grow.

(£ ) (£ ) (£ )

Some up-front Lower-margin Higher-margin
investment contractingrevenue development revenue
received regularly, as the received as homes
project progresses aresold
o
Construction

Construction receives regular payments from its clients as work
progresses. We generate a profit by carefully assessing the risk and
margin of each project, building strong relationships with our clients,
collaborating with our supply chain, and delivering repeat work
through frameworks.

Contribution to the Group’s economic model: Construction has the
lowest margin but its typically positive cash flow characteristics help
to fund the Group’s higher-margin development activities.

(£) (£ ) ()

Typically Contractingrevenue Lower margins
cash positive received regularly, as the achieved
project progresses



Our business model

The key stakeholder relationships
and resources we rely on

838 People
Having the right people s vital
and we look to recruit, develop
and retain the right individuals
from diverse talent pools.

0 See Our people p49

Customers and clients

Each of our businesses is
committed to delivering high
levels of customer service.

@ Communities

Our positive impact on
communities is significant both
through the way we work and
the legacy we leave in the form

of homes, buildings infrastructure
and other assets.

0 See Stakeholder relationships p24

Partners

Allthree of our businesses
work with carefully chosen
Joint Venture (JV) partners
onselected projects.

I

0 See Stakeholder relationships p24

Natural and
manufactured resources

Our building processes use natural
resources including land, materials
and energy. We also employ plant
and equipment on our sites.

0 See Environmentand
climate change p51

@ Financial resources

We invest inland and development
using cash generated by
contracting and different

types of debt financing.

Our impact We develop our people so they can
progress their careers. We reward them appropriately,
promote inclusion and diversity, and work hard to keep
everyone healthy and safe. We have a Group-level
health and safety policy, common minimum standards,
within which each business adopts a tailored approach,
and award-winning wellbeing and safety programmes.

Our approach Each of our businesses recruits and
develops its own talent, while collaborating on
Group-wide initiatives such as wellbeing and agile
working, which help us to attract and retain a more
diverse workforce.

Ourimpact Our customers and clients trust
us to deliver high-quality homes, buildings and
infrastructure that form the fabric of our society.

Our approach Rigorous procedures, including

The Linden Way, define our approach to housebuilding.
In Construction and Partnerships & Regeneration,
quality control is embedded in our Business
Management Systems, policies and procedures.

Our impact We deliver homes, buildings and
infrastructure that benefit the people living in
and around them, whether by providing homes
to buy or rent, schools for education, offices to
work inor transport or recreational facilities.

Our approach We manage our community
relationships through our local businesses and
use the Considerate Constructors Scheme to
measure and assess the impact of our sites.

Our impact Working with other organisations allows
us to take on a broader range of projects, share risk
and rewards and reduce our capital investment,
compared with undertaking the project alone.

Our approach We choose financially strong partners
who share our values. We work closely together in
critical areas such as health and safety, so we maintain
the high standards we target in our own business.

Our impact We reduce our environmental impact

by reducing our carbon emissions year-on-year,
maximising the waste diverted from landfill and using
timber verified as coming from legal and sustainable
sources. We support jobs and local economies through
our supply chain.

Our approach We have national preferred suppliers,
which we manage through our procurement function,
as well as a locally managed subcontractor supply
chain. In Construction, we collaborate with strategic
subcontractors through our Advantage through
Alignment programme. Dedicated teams manage
land purchases and strategic land.

Our impact Carefully managing our financial resources
helps to ensure that shareholders benefit from rising
earnings and dividends, while we reinvest for growth.

Our approach Each business’s finance team is
responsible for day-to-day financial decisions.
We also have a Group finance function, including
specialists in areas such as treasury and tax.

Annual Reportand

Financial Statements 2019

5,184

people employed
across the Group
attheyearend.

13,975

training days
delivered to staff.

Four

starsinthe NHBC
customer satisfaction
survey for Linden
Homes, while operating
atfour stars for
Partnerships too.

25

Considerate
Constructors
Scheme awards.

£85m+

committed to
communities through
planning obligations.

£249.7m

share of joint
ventures’ revenue.

95%

waste diverted
from landfill.

92.1%

of the timber we use is
FSC®/PEFC certified.

22.1%

Pre-exceptional Group
returnon net assets.

77.7%

net promoter score
in Construction.

67%

repeat businessin
Construction.

180+

schools and hospitals
built in the past
fiveyears.
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8 Galliford Try plc

Our business model

How each of our businesses creates value for us

Linden Homes

ol O
m ol ol # CPQ Q s/ Q@ PQm|Uu |oT

Partnerships
& Regeneration

od

Key activities

Invest Build

Maintain a landbank of

prime plots in good locations,

giving us around three years
of visibility.

Construct high-quality,
sustainable homes,
ensuring astrong health
and safety culture.

Key activities

Evaluate opportunities Design

Rigorously review each Design housing that suits
opportunity to ensure an the local area and creates

appropriate balance of risk,
return and cash generation

communities with a strong
sense of place.

Design and plan

Create new communities
through careful master
planning using standard house
types, with the ability to alter
elevations to complement

the local vernacular.

Who our customers are

© Primarily first-time buyers and families,
who want mid-market homes in vibrant
and sustainable communities.

© Registered Providers (providers of
social housing registered with the
regulator, such as housing associations),
who typically buy the affordable
housing elements of our developments.

How we engage with
our customers

© ‘The Linden Way’ sets out the
procedures and processes we follow
throughout the purchasing journey and
ensures we share best practice across
the business. Our Customer Charter
explains our service commitment and
what our customers should expect
from us. Each development typically
has an on-site sales team and show
home, supported by traditional and
digital marketing.

© We maintain strong relationships
with Registered Providers through our
regional offices. We adopt a partnering
approach, often selecting a partner
before starting development to ensure
the timely delivery of low-cost homes
alongside our open-market homes.

Sales and aftercare

Deliver a consistent customer
journey and high standards of
customer service.

Our strengths

© Our people are key. The business’s
structure and culture devolves
responsibility and ownership
throughout the workforce, with
our site teams playing a pivotal role.

© Standardising layouts and streamlining
processes allows our people to
focus on delivery and the customer
journey. This supports our ability to
grow our operating margin and unit
numbers sustainably. Approximately
87% of homes on our sites with
planning consent are based on our
standard layouts.

© Somesites require bespoke designs.
We retain the skillsets needed for these
projects, which helps to differentiate
us from other housebuilders. The
discipline created by our standard
processes helps us to deliver these
developments successfully.

© Weareincreasing our investment in
strategic land, which is expected to
provide around 13,240 plots over the
coming years.

© Asaresponsible developer, we deliver
public spaces that support sustainable
communities. This can range from
streetscapes that reduce vehicle
speeds to incorporating cycle routes,
woodlands and recreational areas
within our developments.

o See Strategy inaction p18 and Stakeholder relationships p24

or investment. .
Build and sell

Develop solutions Use housebuilding and
Identify local housingdemand  contracting skills to
and assemble the right deliver solutions.
combination of tenures and

financing partners to meet it.

Who our clientsand

customersare

© Registered Providers, local authorities
and financial institutions, depending
on the project and the tenure of
the housing.

© Consumers, who buy the homes
we develop for private sale.

How we engage with our
clients and customers
© Ourregional businesses give us

excellent local knowledge, which
enhances our client relationships.

© Across our many developments,
we use the Linden Homes brand
and sales and marketing expertise.
We follow The Linden Way to offer
excellent customer service.

0 See Strategy inaction p20 and Stakeholder relationships p24
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Construction
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Key activities

Manage risk Deliver

= Ll

Carefully select work,
emphasising quality over
quantity, and effectively
identify and manage

risk at every stage.

Work with our supply chain
Build successful,

Focus on quality, using
expertise and technology to
deliver superior projects safely.

Client and community focus
Seek clients who value
collaboration and create strong
community relationships.

Our strengths

© Our breadth of capabilities across
contracting, land-led commissioning
and joint venture development is
unique in the market, making us an
attractive partner and opening up more
opportunities. It also allows us to invest
indevelopment using cash generated
by contracting and commissioning.

© We are one of the fastest-growing
regeneration businesses in the country
and have a strong track record of
performance. We have been highly
successful at recruiting and developing
people to support our growth.

© Tenregional offices give us broad
geographic coverage, sowe can
respond to client needs across most
of England. We also have plans to
expand into new areas.

© Our long-term partnering arrangements
are asignificant strategic asset.
These relationships allow us to unlock
the capacity among our clients,
securing work for the present and
future. We work with around
68 housing associations.

long-term relationships
to supportdelivery.

Whoour clients are

© Publicsector and regulated
organisations, as well as major
private sector companies.

How we engage with
our clients
© We aim to become our clients’

long-term partners. Our collaboration

approach has been accredited to
ISO 44001 and our Delivering
Excellence framework helps us to

achieve high levels of client satisfaction.

© Our network of regional offices gives

us in-depth knowledge of local markets

and enables us to build strong local
and national client relationships.

Our strengths

© Our national scale with local delivery is
animportant strength. It enables us to
combine our deep local knowledge and
supply chain with expertise from all
over the country.

© Our focus on the public and regulated
sectors and our presence on numerous
frameworks allows us to learn about
our clients’ needs and become experts
indelivering repeat projects for them,
reducing our risk profile.

© We employ skilled, talented and
professional people who reflect our
values. We prioritise their retention,
ensuring we develop them, provide
the tools they need, and protect their
health, safety and wellbeing.

© We build successful relationships
with our supply chain partners.
Our Advantage through Alignment
scheme increases engagement with
key supply chain members, improves
communication and gives them
insight into our pipeline of work and
operations. It also allows them to
benefit from our training programmes
and practices, including our award-
winning health and safety programme.

0 See Strategy inaction p22 and Stakeholder relationships p24
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10 Galliford Try plc

Chairman’s statement

A smooth transition, and strategic stability

Performance and dividend

The Group continued to trade well during the
year. Linden Homes enjoyed steady sales and
robust margins. Partnerships & Regeneration
has a highly attractive market and delivered
strong top-line growth and increased
profitability. In Construction, the core business
is doing well but there were challenges with
both legacy and some current projects, as
announced in the write-down reported on

21 May 2019 (page 34). Following a strategic
review, we are taking decisive action to address
these issues. This will simplify Construction
and focus it on markets and sectors where it
has real strengths, resulting in amore stable
and profitable business. More information
about Construction can be found in the

Chief Executive’s review on page 12 and the
Construction business review on page 44.

The Board has proposed a final dividend

of 35.0p per share to give a total dividend

per share of 58.0p (2018: 77.0p), in line with
our policy of paying adividend which is

2.0x covered by pre-exceptional earnings.
The final dividend will be paid on 4 December
2019 to shareholders on the register on

8 November 2019.

Management changes and the Board

In March 2019, we announced that Peter
Truscott had stepped down as Chief Executive
and left the business to pursue other
opportunities. On behalf of the Board,

| thank Peter for his contribution to the Group.
We were pleased to have a smooth transition,
with Finance Director Graham Prothero
becoming Chief Executive. Andrew Duxbury,
who was Finance Director of Linden Homes
and formerly the Group’s Financial Controller,
joined the Board as Graham'’s successor.
These appointments were the result of careful
planning, work and mentoring to ensure

both Graham and Andrew had the requisite
skills and experience to take on these roles if
they became available.

Peter Ventress
Chairman

Akey benefit of this great example of our
approach to succession planning was that it
ensured stability in the business and continuity
of the strategy, without the changes in direction
that often result from external appointments.

It also means that the Executive Directors begin
their new roles with a deep knowledge of the
business, accumulated over years within the
Group, as well as showcasing how we grow

our own talent. The Board will now focus

on rebuilding the succession plan.

There was one other change to Board
responsibilities during the year. As previously
announced, Marisa Cassoni was appointed
Chair of the Remuneration Committee in
February 2019, replacing Terry Miller as interim
Chair. Terry remains a member of the Audit,
Nomination and Remuneration Committees,

as well as serving as Chair of our new Employee
Forum and Stakeholder Steering Committee
(see below).

We have recently completed an externally
facilitated review of the Board'’s effectiveness,
which demonstrated substantial improvement
inthe quality and performance of the Board in
the three years since the last external review.
Galliford Try is well governed, with a strong
company secretarial function and afocus on
the right areas of risk, strategy, performance,
people and culture. See pages 59 and 60 for
more on the evaluation’s findings.

Each October, the Board spends two days
assessing the Group’s strategy with the
executive team, so we can test the strategy

in detail and ensure it remains appropriate.

The Board has also increased its regular scrutiny
of strategy, with time devoted at each Board
meeting to discussing the Group’s strategic
progress. This gives us assurance that the
strategy is the right one and that management
is pursuing it in a sensible way.

In-depth engagement with
our workforce
The Board is conscious of the critical

importance of having the right people and
culture within the Group. We regularly discuss

The Group’s underlying business
operations continue to perform well
and the successful management
transition has ensured stability

and continuity, as we make further
progress towards our strategic
goals. We have taken quick action
toreshape Construction and
position it for better performance.

key areas such as health, safety and wellbeing,
diversity and people development; we meet
divisional management, and hold three
meetings a year at a Group project, enabling
us to interact with site-level teams.

Additionally, in line with the 2018 Corporate
Governance Code, which will apply to us
from the 2020 financial year, the Board has
designated Terry Miller as the Non-executive
Director with responsibility for engaging
with the workforce as part of our new
Employee Forum.

This, combined with other feedback channels

as described on pages 24 and 25, gives us a good
understanding of how our people feel about
Galliford Try and we see first-hand the positive
culture inthe business.

We are also pleased to have established a
Stakeholder Steering Committee, acommittee
of the Main Board, the purpose of which is

to review and manage relationships with the
business’s key stakeholders, including engaging
with stakeholders, collating stakeholder views
and reporting these views to the Board.

This Committee is also chaired by Terry.
Underpinning this, we were pleased to
refresh our Code of Conduct, Doing the right
thing, which reinforces our values and our
responsibilities to our stakeholders as a
business, and our duty, across the Group,

to upholding them.

Looking ahead

We are positive about the future for

Galliford Try. The Group has the right strategy
and the review of Construction will put the
business on a secure footing, enabling it to
deliver the margins we are targeting by 2021.

| thank the Board and all of our employees for
their commitment once again this year.

Peter Ventress
Chairman
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Creating value for our stakeholders

Our work creates long-term financial and non-financial value
for our stakeholders, as shown by our achievements over the
last five years.

27000+ £2/75m+

homes delivered by Linden Homes and of corporation and other taxes paid.
Partnerships & Regeneration.

£4.8bn £321./m

of dividends paid to shareholders.
of contracts undertaken for
public and regulated sector clients.

6/,129

training days provided to our people.
o See Stakeholder relationships p24

£85m+ ‘8

committed to communities through
our planning obligations.

£2.1m+

donated to charities through
time, money and materials.

11
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12 Galliford Try plc

Chief Executive’s review

Well positioned for future performance

Performance

The Group delivered good underlying
performance during the year. Linden Homes
continued to improve its operational efficiency,
as it reaped the benefits of its focus on
standardisation and process rationalisation.
This protected its operating margin in the face
of modest inflationary cost pressures, which
have not been mitigated by house price inflation.
We maintained our strategic shift towards
mid-market standard house types and refocused
our geographical coverage from existing business
units, with less emphasis on the South East.

This resulted in a lower average selling price

as expected. The business ended the year with
an order book of £375m (2018: £366m) and
100% of the land it requires for 2020.

Partnerships & Regeneration made outstanding
progress, with impressive growth in both
contracting and higher-margin mixed-tenure
revenues. It recorded a number of excellent
wins, including with Homes England and the
Borough of Enfield. In July, it strengthened

its position in Yorkshire with the acquisition

of Strategic Team Group. At the year end,
Partnerships & Regeneration had a contracting
order book of £972m (2018: £1,196m) as some
of the larger schemes from the previous year
mobilised. It had mixed-tenure sales in hand

of £184m (2018: £160m).

We believe that the Construction business is
potentially very strong, but it had a frustrating
year. While the business again achieved a good
underlying performance, the overall result was
substantially affected by some legacy contract
resolutions, as announced in the write-down
reported on 21 May 2019 (page 34), and issues
with several current contracts, primarily in one
business unit. We have a clear understanding
of these issues and have implemented changes
to address them (see below). At the year end,
Construction had an order book of £2.9bn
(2018: £3.3bn), giving us visibility of 88% of
planned revenue for the current financial

year (2018:87%).

Strategic review of Construction

In April 2019, we announced a strategic review
of Construction, including an assessment of
operational progress and contract positions

market conditions we face.

Graham Prothero
Chief Executive

throughout the business. As a result, we have
simplified the business and its management
structure. We ceased bidding for major projects
on a fixed-price, all-risk basis in 2016. We have
now further reduced peripheral activities, and
will focus on areas where we have core and
proven strengths, namely in Building, Water
and Highways. We see long-term growth and
appropriate margins in these markets.

The changes we made resulted in approximately
300 people leaving the business and a

one-off cost of £5m, covering restructurings.
Construction’s annual revenue target

will reduce to approximately £1.3bn. The
restructuring is expected to accelerate progress
towards an operating margin target of 2%.

Implementing the Group strategy

Our people

Good people giving their best is what delivers
agreat service to our clients and customers,
and | have made a personal commitment to
ensure Galliford Try is an employer to be proud
of,and agreat place to develop a career.

We have to make more progress in achieving a
diversity of talent at all levels too and | am proud
that this year, we reported a mean gender pay
gap of -0.2% and median pay gap of 5.4% across
our early careers population. This is well

below the national median pay gap of 17.9%.
Early careers are the focus of many of our
recruitment activities, allowing us to grow

our own talent, and so this measure provides a
good indicator of the direction we are taking at
grassroots level.

We are committed to promoting equality,
diversity and inclusion across our business,
recognising that a variety of views, approaches
and experiences enrich our culture as a business
and help us to be innovative.

Our approach to people and our stakeholders
isunderpinned by our Code of Conduct,
‘Doing the right thing’,an ethos we all
champion at Galliford Try.

Driving operating efficiencies

The ultimate success of our strategy will not be
measured by the volumes we achieve, which
depend in part on market conditions, but by
whether we can get the business performing to

| am pleased to be reporting to you
for the first time as Chief Executive.
Galliford Try has three great
businesses, supported by a talented
teamin Group Services, which are

all making good progress with their
respective strategies. This will deliver
further operational improvements,
helping us to perform whatever

its potential through self-help. In this respect,
we made further good progress.

| was delighted to invite Andrew Hammond

to take on the role of Chief Executive of Linden
Homes, recognising the excellent operational
improvements he has led in the business over
the last three years. | am confident that he will
continue to sharpen the focus of the business
and enhance its performance.

The business further increased the proportion
of homes delivered using The Linden Collection
standard house types, which we reviewed and
refined during the year. Linden Homes also
continues to rationalise its processes and to
progress its strategic land programme, both of
which support strong margin performance.

In Partnerships & Regeneration, we reviewed
the management structure to ensure we have
the capacity this fast-growing business needs.
This included introducing three regional
managing directors, replacing the single
Chief Operating Officer role. The business
hasinvested inland to support its growth

and is implementing a number of business
improvement initiatives, which will boost
productivity and growth.

Following the strategic review, Construction
remains focused on improvements in key areas
of its operations, in particular further enhancing
our risk management and commercial control,
and having the right talent in the right sectors,
developing that talent, ensuring high levels of
quality and customer satisfaction, and using
technology to enhance safety and efficiency.

While our strategy to 2021 remains unchanged,
| see opportunities for us to explore and exploit,
such as technological advances, which can
improve our operating efficiency and our
sustainable approach.

Maintaining capital discipline

We have consistently focused on maintaining a
robust balance sheet and tightly controlling
our use of capital. During 2019, we continued
todo agood job in difficult circumstances.

The Aberdeen Western Peripheral Route
legacy contract was completed in the first half
but was a drain on cash. The joint operation
continues to negotiate on the significant claim
with the client. Ensuring timely payments



Group highlights

6,507/

new homes built by

Linden Homes and Partnerships
&Regeneration

(2018:6,193)

£1,531m

of sales order booksin

Linden Homes and Partnerships
& Regeneration
(2018:£1,722m)

£186m'

average net debt

58.0p

fullyear dividend

payment per share

(2018: 77.0p), covered 2.0x
by pre-exceptional profits.

22.1%

pre-exceptional return
onnet assets
(2018:29.2%)

1 Average of month-end net debt balances.

Q&A

Why was it decided to completely close
the Infrastructure business in Scotland
rather than to reduce turnover?

The pressures within Construction have
meant that tough decisions have had to be
made, concentrating on where we see a
long-term future. We have tried to avoid
‘quick-wins’ in favour of focusing on a
strategic plan. We didn't want tobeina
situation where we degraded our business
in the hope of better things to come,

when we have no clear sight of when

that market would improve.

Annual Reportand 13
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from some Construction clients is an ongoing
challenge, while the sector remains under
pressure to ensure we pay the supply chain
ontime.

In these circumstances we have kept our
discipline and rigorously managed our cash
position, as demonstrated by our average
net debt, which was in line with our guidance
at £186m. We also benefit from strong
support from our banks and other lenders
and look to be transparent and consistent

in our relationships with them.

Operating sustainably

Being a good corporate citizen produces better
results for all our stakeholders, by making
Galliford Try a place where people want to
work and do their best.

| am keenly aware that optimising performance
needs diversity of thought, which requires a
broad cross-section of the population to

be represented in our decision-making.
Initiatives such as agile working and our

focus on wellbeing help us to attract and

retain people and are central to increasing

the diversity of our workforce.

Health and safety is an absolute priority and
our performance this year was good. We have
strengthened our Safety, Health, Environment
& Leadership Team (SHELT), which | chair,

with an Executive Board member from each of
our three businesses, in addition to divisional
health and safety representatives. The purpose
of this Group-level committee is to rigorously
examine our performance, strengths and
weaknesses, and opportunities to improve.
The committee is responsible to the plc Board.
We have also made great progress on capturing
near misses, giving us further invaluable
information to learn from.

Continuously improving customer serviceis a
focus across the Group. Linden Homes retained
its four-star status in the National House
Building Council (NHBC) customer satisfaction
rating. Partnerships & Regeneration was rated
as three stars in October 2018 but its work to
improve service means it is operating at a
four-star level. Construction continues to
achieve high levels of customer satisfaction

and maintained an excellent net promoter score
of 77.7%, as well as good levels of repeat work.

Our suppliers and subcontractors are a vital
part of our team, providing many of the people
who work on our sites. The Advantage through
Alignment programme promotes strong
relationships with our strategic partnersin
Construction and Partnerships. Conditions in
the supply chain are relatively benign, with no
significant shortages of labour or materials,
reflecting the strength of the relationships

we have built with our supply chain.

Our environmental performance is robust and
we continue to focus on reducing our carbon
footprint and waste production. Galliford Try
aims to achieve high standards in this area and
we will look to improve further.

In recent years, we have relocated many
support functions into the businesses, so they
can tailor their services to the needs of each
business. However, it is also important that
we retain the benefits of operating as a Group,
where this makes sense, and have the right
balance between working at Group and
business level. For example, platforms such

as SHELT enable us to set and mandate policy
with the input of the businesses.

All of these aspirations and commitments are
motivated by our desire and responsibility to do
the right thing, and underpin the sustainability
of our business, as set out in our refreshed
Code of Conduct.

Looking ahead

| am excited about the potential for all three

of our businesses to achieve greater things,
supported by Group. We are instilling a culture
of being awell-run and profitable business,
which draws on the enthusiasm and creativity
of our highly-skilled and motivated people

to deliver great products and benefit

our communities.

We remain dependent on the skills and
commitment of our people and on behalf
of the Board | thank them for their
ongoing contributions.

Graham Prothero
Chief Executive
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Key trends

Responding to key trends
within our markets is critical

Anumber of significant trends are driving

long-term demand inour markets.

Structural under-supply
of housing

Context

The UK’s population is steadily rising and

is predicted to reach nearly 73 million

by 2041 (source: ONS https://www.ons.
gov.uk/peoplepopulationandcommunity/
populationandmigration/
populationprojections/bulletins/
nationalpopulationprojections/
2016basedstatisticalbulletin).

This continues to drive demand for new
homes. The UK has consistently built too
few homes to meet this demand, resultingin
rising prices and significant unfulfilled need
for affordable housing. The Government
estimates that 300,000 new homes are
needed each year, but while output has
increased and reached 222,190 units in
2017/18, new supply is still insufficient.

Our response

Linden Homes and Partnerships &
Regeneration delivered 6,507 new homes
this year. Linden Homes is responding to the
market and is building fewer larger homes
and is focusing on properties, which are
more affordable for awider range of buyers.
Partnerships & Regeneration is working
with a growing number of partners to deliver
anincreasing number of affordable homes
across arange of tenures, helping more
people to secure the housing they need.

Government policy and planning

Context

All of the main political parties support the
building of more affordable homes in the UK.
There is also widespread recognition that to
meet the 300,000 annual target, there must
be a significant contribution from affordable
homes. However, s106 agreements with
developers will not deliver sufficient
affordable homes and more direct
commissioning of homes is required.

In response, the Government has removed
borrowing caps and increased financial
freedoms for local authorities, to enable
them to directly commission. Homes England
has also introduced strategic partnerships
with Registered Providers, giving them
flexibility around tenures and visibility

of funding in return for increased output.
This is supported by £2bn of additional
funding from Government. Registered
Providers were already consolidating to
boost their capacity to deliver new homes
and the Government’s actions have
encouraged further consolidation in this
sector. These Registered Providers rely

on the private sector to deliver new homes
for them.

In addition, the Government continues to
support the housing market through Help to
Buy, which is expected to continue to 2021
inits current form and will then be available
only to first-time buyers until its scheduled
end datein 2023.

The planning process for housing
developments remains slow and hinders

the achievement of the Government’s
housing target. The system can also favour
differentiated designs, which is inconsistent
with using standardised models and off-site
production to increase output and efficiency.
There have been no new initiatives to
improve the planning environment in the

last 12 months.

Our response

We continue to invest in growing Partnerships
& Regeneration, so we can take advantage

of the favourable conditions in the affordable
housing market. We have strong relationships
with awide range of Registered Providers
and support their delivery plans through
long-term partnering arrangements. Our
capabilities across contracting, land-led
solutions and development make us a highly
attractive partner.

We have a collaborative approach to planning,
selecting projects and designs which respect
and enhance the existing community while
delivering much-needed new homes at

pace. We continue to participate in the
Government’s Help to Buy and other
assistance schemes.

Housing supply in England

400

Homes (thousands)
N w
o o
o o

(
N

o

2006/07 2017/18

—— New supply of housing

Government estimates

of new homes needed
Source: Commons Briefing papers CBP-7671
(December 2018).



Significant need for infrastructure investment

Context

The UK needs to upgrade its social and
economic infrastructure, with the extent of
the spending required shown by the 2016
National Infrastructure Delivery Plan,
which sets out a five-year £100bn investment
programme. Investment in infrastructure is
one of the most efficient ways of stimulating
economic growth and has to happen,
regardless of Brexit or the performance

of the wider economy.

Our response

Our Construction business specialises in
critical areas in need of investment, including
health, education, defence, water and
highways. These sectors are each headed up
by sector leads, enabling us to better hone our
approachin each area. The revised focus of
the business following the strategic review
means we will concentrate on those areas
that we are best able to deliver. We have
positions on numerous frameworks (page 23),
which ensure a pipeline of attractive work.

Infrastructure investment by sector,
(spend from 2016/17 to 2020/21)

Source: Infrastructure & Projects Authority,
Major Infrastructure Tracking Unit (March 2016).

Transport £88.4bn

Energy £117.4bn
Communications £6bn

Flood and Coastal erosion £2.7bn
Science & Research £5.5bn
Water & Waste £19.7bn

Social Infrastructure £46.6bn
Housing & Regeneration £9bn

Annual Reportand 15
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Constraintsonthe
labour supply

Context

Skilled and experienced people arein
demand across the industry. London and
the South East are particularly reliant on

EU nationals to meet this demand. The UK’s
post-Brexit immigration regime remains
unclear but has the potential to limit the
labour supply. The relative weakness of
sterling also makes the UK a less attractive
destination for overseas workers.

Our response

We develop long-term relationships with
key suppliers and subcontractors to ensure
that we remain a priority customer when
resources and materials are in short supply.

We seek relationships that deliver mutual
benefits by offering access to training
such as our award-winning behavioural
safety programme. We aim to provide
our partners with greater visibility of our
pipeline of projects.

Beyond that, we ensure we actively promote
our industry to school and college leavers,
graduates and experienced people through
platforms such as Open Doors, school
presentations and visits to our sites.

Initiatives such as agile working and our
focus on wellbeing make Galliford Try a
more attractive employer and will help us
to attract more diverse applicants for roles,
broadening the pool of potential recruits
we can choose from.

Our investment in training and development
ensures we have the skills we need across
the Group.
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Strategy to 2021, targets and performance
Athree-part strategy for sustainable growth

In 2017, we set out our strategy for
sustainable growth over the period

to0 2021, focusing onthree priorities:
operational efficiency, capital discipline
and operating sustainably.

Drive operating efficiencies

To increase margins, respond faster
to changing market conditions and have
strong foundations for delivering further

. . sustainable growth.
The Groupis making good progress

towards these operational objectives.
Following the announcement on

10 September 2019 regarding the
proposed sale of the Group’s
housebuilding businesses, the Group

Group

Strategy

Streamline our operations across the
Group to make us leaner and more resilient,
while supporting our ability to grow.

Targets and performance

Pre-exceptional profit before tax £m

>60%
growth

is currently reviewing the targets . g
; : : rogress 3
anddl‘ntengs to EUbh?[h .re\s/lse.d 2020 Simplified the Construction business to focus
Mmedaium-termtargets in >pring : it on core markets, while continuing to deliver
operational improvements in Linden Homes
and to grow Partnerships & Regeneration. ., 0=
S S 0N
20 2o Yo

Maintain capital discipline

To appropriately invest in growth
opportunities, maintain a robust balance
sheet and continue to pay strong dividends.

Operate sustainably

To create longer-term value by
balancing financial performance with

our obligations to all our stakeholders.

Group Group
Strategy Health and safety People
> The Group has aresilient and flexible balance ~ Strategy Strategy

sheet. We will continue to manage capital
prudently and intend to continue paying
good dividends while reinvesting
appropriately in growing the business.

Progress

>

Invested £991m in developmentsin Linden
Homes and Partnerships & Regeneration.
Rigorously controlled cash and debt levels

to keep average net debt in line with guidance
at£186m.

Paid a total dividend of 58.0p per share, in
line with our policy of having a dividend that
is 2.0x covered by pre-exceptional earnings.

> Enhance policies and procedures to
ensure safe working practices for everyone,
driving them through leadership and culture.
> Implement programmes to improve
employee and subcontractor
safety behaviours.
> Work with our employees to ensure
we maintain our culture of care.

Progress

> Strengthened Safety, Health, Environment
& Leadership Team (SHELT) chaired by
Chief Executive with divisional executive
representation.

Launched a digital platform for our
behavioural safety programme Challenging
Beliefs, Affecting Behaviour in Construction;

\4

and created a tailored version in Partnerships.

\4

Now operating divisional-specific health and
safety management systems, under overall
guidance of SHELT.

>

Implement policies and procedures aiming
to ensure we have competent and capable
employees who demonstrate our values.
Engage with our employees to identify
training and development needs

and opportunities to improve

business performance.

Implement awareness and training
programmes based on our Code of
Conduct todrive fairness, inclusion

and respect across the Group.

Progress

>

>

Refreshed our Code of Conduct, Doing the
right thing, and continued to embed this
within our business.

Established an Employee Forum to ensure the
employee voice is represented at Board level.
Reviewed all our policies with a diversity

lens and continued to support diversity

such as through the support of Womenin
Construction/Property events and initiatives
inall three businesses.

Updated our e-training courses.

Targets and performance Performance Performance
Gearing % Pre-exceptional Dividend Accident Frequency Rate Employee churnrate %
return on net per share!p
= assets % & -
v N 2 - 2% § =
A o 9 N O A = o —
IS = 2 S S
2
-

TO TS BT Y B B TR T BT TO T TR T
<Y<Y E <t I e <Y<V E <% < <% <

>

>

A five-year CAGR (Compound Annual
Growth Rate) on dividend of at least 5%.
Rebuild dividend cover to 2.0x.



LindenHomes

Partnerships & Regeneration

Annual Reportand 17
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Construction

Increase standardisation of layouts
and processes.

Progress

Reviewed and refined The Linden Collection of

standard layouts. 87% of units in planning are
now using standards designs in line with plan.

Introduced industry-leading IT system to
further standardise operational processes
and produce consistent powerful reporting
across all disciplines.

o

Grow volumes and operating margins
from existing and new geographies.
Progress

Slightly reduced unit numbers, from 3,442

in 2018 to 3,229, reflecting market conditions
and desired gearing level. Operating margin
was stable, with supply chain inflation offset
by ongoing operational improvements.

Maintain an appropriate landbank
commensurate with market
conditions, while increasing delivery
from strategic land and reducing
average sales values.

Progress

Maintained landbank at 3.5 years’ supply
(11,900 plots) replenished at attractive hurdle
rates and continued to add value through our
strategic land programme, with a focus on
progressing sites through the planning process.

Targets and performance?

Grow national footprint by expanding
into new geographies.

Progress

Consolidated our fast-growing regional
network, and strengthened control with
new management structure.

Opened a new office in Yorkshire, winning
initial contracts.

Acquired Strategic Team Group in July 2019,
awell-established contracting and land-led
developer in the North of England to expand
our regeneration offering and help accelerate
delivery in Yorkshire and the North West.

Drive margin improvement by
leveraging mixed-tenure expertise.
Progress

Continued to deliver strong growth in
mixed-tenure revenues (up 55% to £192m),
which now represent 31% of the business.

Increased the blended margin from 5.0%
t0 5.6%.

Unlock partners’ capacity in
sub-markets.

Progress
Continued to work with partners in newer
markets such as the private rented sector.

Targets and performance®

(A

Retain existing platform for
sustainable growth.

Progress

Simplified the business to focus it on core

markets with long-term growth prospects
and appropriate margins.

o

Improve operations to drive margins.

Progress

In addition to the restructuring, continued
to invest in people, systems and processes
to support operational improvement

and productivity.

Deliver strong, predictable cash flows
and margin improvement.

Progress
Maintained our disciplined approach to bidding.

Margins and cash held back by issues on
legacy and some newer contracts but the
business is now positioned to deliver
improved financial performance.

Targets and performance*

Units Revenue £m Operating Units Revenue £m Operating Pre-exceptional Pre-exceptional
in 9 in9 operating o
o margin % 5o margin % o revenue £bn pera Og IS
S o I 33 . N ~ margin %
88 4 2 23 o S 23 3 g o
18 s om Sae i m S o S 28 s
LI S8 ) 0 a <9 =}
<) [N < =
< < [ < < [ < < (= < < (= < < [ < < [ < < [ < < (=
1 Asaresult of the rightsissue in April 2018, the five-year CAGR on dividend of at least 5% was rebased with the 2016 reference dividend per share recalculated using the

revised number of shares.

2 Asannounced inour half year results in 2018, Linden Homes, reflecting market conditions, is now focused on delivering more prudent volume growth, but a stronger
improvement in margins. The volume target was therefore adjusted from 4,750-5,000 to 4,200-4,500 units. The business has already reached its 2021 margin target
(19-20%). The revenue target is £1,250m (previously £1,250m to £1,350m).

3 Asannounced inour half year results in 2018, Partnerships & Regeneration expects to exceed its original revenue target, which increased from £650m to £700m-£750m.
The volume target range increased from 4,200 to 4,200-4,400.

4 Asaresult of the restructure within Construction to refocus on key strengths in markets and sectors with long-term growth and profitability potential, the business’s target
annual revenue will reduce to approximately £1.3bn. The cash target is as originally announced.
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Strategy in action

Linden Homes

Linden Homes made further strong progress this
year, delivering on its strategic objectives, achieving
record financial performance, and preparing for

further growth and margin

Before
applying
standardisation

progression.

After

applying
standardisation

Varying eaves
heights - complex
scaffolding

Varying plot
depths - lost land

Complicated
ridge lines

Steps and
staggers - build

delays/expensive

2016

£/5
25

o SeeBusinessreview p38

Build cost
(per sq ft)

Build time
(weeks)

Target production
delivery of Linden
Collectionin2021

30%

Timber replaces
masonry - quicker,
less expensive

Minimal eaves
height differences

Standardised plot
depths - efficient
use of land

Stepsand
staggers removed

Simple plot
substitution

- footprintidentical
onthree housetypes

A

INCREASE STANDARDISATION OF
LAYOUTS AND PROCESSES

Efficiency, speed,
quality and value

Our strategy

Standardisation represents the core of
Linden'’s strategy to 2021. We recognise
the simple idea that repeat delivery of
similar units leads to higher margins.
This approach also helps us to attract
and retain staff and subcontractors,
benchmark performance and increase
customer satisfaction.

Our progress

We continue to increase the use of
standardised layouts and improve
processes, allowing our teams to build
more efficiently, quickly, to a higher quality,
at alower cost and with shorter lead times.
Build times on typical homes are down

by 20% and build costs are down by 12%.
Additionally, we are now building more
homes than at the start of our strategy
period. Plotting efficiencies have also
made us more competitive in the

land market.

Looking forward

Around 26% of our completions are being
delivered through The Linden Collection.
As we deliver more, and as we continue
to review, enhance, and fine-tune

The Collection, further benefits

will start to come through, such as

lower professional fees and product
familiarisation helping to attract and
retain our supply chain.

Hear what our staff say
about the benefits of
standardisation. Scan the
QR code or visit
gallifordtry.co.uk




B

GROW VOLUMES AND OPERATING MARGINS
FROMEXISTING AND NEW GEOGRAPHIES

We have the
right peoplein
the right places

Our strategy

We have the capacity to deliver our
strategic growth plans from our existing
office locations. While our main focus
isonincreasing our operating margin,
there is acommitment to growing volume
from all of our businesses, within their
own geographies and structure.

We also see scope to extend our
geographical coverage, although this is
not necessary to achieve our targets to
2021 and will therefore be led by market
conditions and opportunity.

Our progress

Each one of our businesses is now focused
on volume delivery from a standardised
product in good locations. We have seen a
slight reduction in volume as our business
units move away from bespoke schemes
and high-rise apartments to a more
standardised delivery model. This is
particularly the case in the South and
South East. We have been active in the
land markets in locations outside of the
M25 and these outlets will start to deliver
production in the short to medium term.

The housing market is dynamic
and reacts to the wider economy.
This is reflected in the way we
assess land opportunities as we
continue to focus on controlled
growth. However, market demand
must play a large part in where we
look to create new communities in
the best locations.

Yuved Bheenick
Land and Planning Director

IMPLEMENT OUR LAND STRATEGY

A strategic,
collaborative
approachto
acquiring land

Our strategy

In current market conditions, we continue
to believe alandbank of between 3.0 and
4.0vyearsis appropriate. We have a target
for 20-25% of our plots to be delivered
from our strategic land portfolio by 2021.
We will also continue to selectively use
joint ventures, with Registered Providers
and other development partners.

This decreases our capital commitmentin
any given market and provides coverage
over alarger number of developments,
using the same level of investment.

Our progress

The year-end landbank was 11,900 plots
(2018: 11,400 plots), representing

around 3.5 years’ supply and in line with
target. The strategic land programme is
progressing well and is delivering sites at
very good margins. While the strategic
land team has continued to be active in the
market, we have now moved into a phase
of promotion through the planning system
on those assets already under our control.

Annual Reportand 19
Financial Statements 2019

standing how places
“an grow.and evolveinto a
community is key when
looking at potential strategic
land sites. It's important to
be able to understand both
the long-term economic
benefits and the political
landscape as well as the
planning considerations.

James Matcham
Strategic Land Director

Strategic land
growth and delivery

Acres

Plots
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Strategy in action

Partnerships & Regeneration

Partnerships & Regeneration continued to
successfully implement its strategy during the
year, helping the business to deliver impressive
growth and animproved margin.

R
y .

2016 2019

~

Galliford Try Partnerships is an
excellent fit for us. Collectively,
it willenable us to expand

our regeneration offering and
help accelerate delivery in
Yorkshire and the North West,
delivering growthin areas
where we see real opportunity
for housing supply, helping
to achieve development
objectives for clients.

Andy Watson
Managing Director of STG,
now Partnerships Yorkshire

o SeeBusiness
review p41

A

GROW NATIONAL FOOTPRINT

We are entering
new markets

to sustainour
momentum

Our strategy

We intend to increase our national
footprint by expanding into

new geographies.

Our progress

We were pleased to acquire
Yorkshire-based contracting and
mixed-tenure developer Strategic
Team Group (STG) in July 2019.

STG, which operates from offices in
Yorkshire and Cheshire, has been
established for almost 20 years,
carrying out residential contracting
and development work in partnerships
with local authorities, Registered
Providers, healthcare authorities

and private clients. The business is

an excellent fit for our Group.

The acquisition expands Partnerships’
national footprint, accelerating growth
across the North West.



B

DRIVE MARGIN IMPROVEMENT BY
LEVERAGING MIXED-TENURE EXPERTISE

Our unique capital structure
gives us an advantage

Our strategy

We will grow our mixed-tenure
development revenues by continuing to
partner with Registered Provider clients
and leveraging Linden Homes’ brand

and development skills. To fund these
developments, we will use cash generated
by our contracting activities, along with
external debt.

Our progress

We work with our partners to unlock the
value of sites and provide the right mix of
affordable homes, whether that is shared
ownership, affordable rent or affordable
homes for sale. A prime example of this is
our Brunel Street Works site in London,
one of the largest regeneration sites
underway in the capital.

Brunel Street Works will provide a

mix of tenures over 975 homes, with
community spaces that add to the
neighbourhood’s sustainability and
vibrancy. One-third of the site is being
delivered as build to rent, one-third as
affordable homes and one-third offered as
homes for sale. To complement the homes,
the scheme includes various commercial
elements including a 152 bed Premier Inn
Hotel, alocal food store as well as arange
of other commercial units and local
business workshops.

This high-profile regeneration project is
revitalising a Greater London Authority
(GLA) disused site, close to a major
transport hub. The development is

being delivered by Opal, a joint venture
between Galliford Try Partnerships and
Metropolitan Thames Valley Housing.
Additional partners in the project include
L&Q, Fizzy Living and Linden Homes.

See how we are developing
the Brunel Street Works site.

Scanthe QR code or visit
gallifordtrypartnerships.co.uk

975

total homes

343

affordable homes
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MIXED-TENURE
DEVELOPMENT

LAND-LED
SOLUTIONS

UNLOCKPARTNERS' CAPACITY
INSUB-MARKETS

Sharingrisk is the
smart move

Our strategy

We aim to access the markets for specific
tenure products by joining with partners
who have the capacity to fund projects,
allowing us to share risk. Areas of
opportunity include the private rented
sector, private affordable housing, public
sector direct commissioning and housing
solutions for older people.

An example of our success

The development agreement we recently
signed with Ealing Council enables us
towork together in support of the
Council’s aim to deliver a substantial
number of affordable homes inthe
borough. Under the agreement, we will
create a new mixed-use scheme at
Perceval House, delivering 470 new
homes, alongside council offices and
other community facilities.

The proposed development, worth

an estimated £275m, includes 50%
affordable homes, with more than half
of these homes provided at social rent
and London living rent.

The plans include a new council
headquarters building, a new library

and customer services centre, new retail
premises and residential and commercial
parking areas.

The construction of the new civic centre
comes at no cost to council tax payers,
as the receipts from the sale of the land
and residential units will offset the cost
of building the new headquarters.
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Strategy in action

Construction

The three elements of our Construction strategy
complement each other. WWe made good progress
with retaining and improving our platform this year,
with higher margins coming through on new work.

Our strategy

(A

RETAIN OUR SOLID PLATFORM FOR
SUSTAINABLE GROWTH

We intend to build on our strengths,
including our skilled people, health and
safety record, national coverage with
local delivery, excellent position on
frameworks, and focus on the public
and regulated sectors.

(B

IMPROVE OUR OPERATIONS TO DRIVE
MARGIN PROGRESSION

To support our margin progression, we will
continue to: improve our risk management;
attract, retain and develop a diverse
workforce; further enhance our systems
and communication tools; and align our
supply chain with our operations.

(C)

DELIVER STRONG, PREDICTABLE CASH
FLOWS AND MARGIN IMPROVEMENT
Ensuring we only bid for high-quality work
with appropriate margins, while continuing
to improve the way we work, will enhance
our margins over the period to 2021.

This, in turn, will help us to deliver
consistent and growing cash flows.

o SeeBusiness review p43

Our progress

Our focus on our people has seen us roll
out more than 100 career paths across
17 disciplines. The career paths are job
specific, with training and development
initiatives attached demonstrating
career progression across the business.
Our approach is underpinned by our
Leadership Framework, which defines
the values and behaviours that are
important tous.

Construction has also continued to
embrace technology and to digitise

its business processes and procedures,
giving employees quick and easy access
to the information they need to carry out
their roles and spend less time completing
paperwork. In particular:

> We have relaunched our Business
Management System (BMS), which
comprises tools for planning, monitoring
and controlling all areas of operations.
The BMS now uses new process maps
that outline the business functions

each member of staff is involved in as
part of their daily duties. It highlights
interactions between all departments
and individuals to support effective
collaboration. The new system also
ensures that all business units operate
consistently and within our governance
framework and quality controls.

\4

We have digitised our behavioural
safety programme Challenging Beliefs,
Affecting Behaviour to provide our
staff with easy access to all its resources
from their mobile phones.

v

We have also continued to expand the
use of virtual reality in health and safety
training, introducing a new programme
relating to falling objects.

> We held an Innovation Day for leaders
across Galliford Try, with presentations
from Microsoft, Oracle and other digital
partners, exploring technological
opportunities across the Group.
We are already well advanced using
robotic process automation at Group.

Taking the robot out of human

We have introduced Robotic Process
Automation (RPA) in our Shared Service
Centre, which among other things
processes significant amounts of data
such as 400,000 invoices per annum.

RPA works with software applications
inthe same way as a person would in
that it can mimic keyboard strokes and
mouse clicks. Its software application is
agnostic in that it can work with any of
our software products in isolation or
jointly, for example, Excel, Outlook,
Word and Oracle.

18,000

hours saved per annum

We are currently using RPA for
repetitive, time-consuming processes
such as running and saving reports and
undertaking simple reconciliations,
freeing our staff to work on more
complex tasks.

To date, we have a number of processes
running, saving in the region of 18,000
hours per annum.




Key framework
positions

We look to form long-term partnerships
with our clients, aligning their needs on
aproject-to-project basis with their
long-term ambitions and requirements,
and are consequently a valued partner
on many key frameworks.

O Education and Skills Funding Agency’s
school building framework (six lots).

O Next Generation Estate Contracts
(NGEC) Regional Capital Works
Framework with Defence
Infrastructure Organisation (DIO)
and Crown Commercial Service (CCS)
Capital Works Frameworks.

O ProCure22 NHS procurement
framework.

ProCure22 NHS

Annual Reportand 23
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rocurement Yorkshire Water, Smart Motorways
pframework Scottish Water and Programme
Southern Water
+
o|=z-Z|0d —
1ol s b

O hub North Scotland, hub South
East Scotland, hub South West Scotland
and hub West Scotland.

O Scottish Procurement Alliance.

O Southern Construction Framework
(South West, South East and London),
North West Construction Hub
and YORbuild.

O University of Strathclyde major
building works framework.

O Highways England Collaborative
Delivery Framework.

O Manchester Airports Group
Capital Delivery Framework.

O Gatwick Airport’s Capital
Delivery Framework.

O Environment Agency’s Water
and Environmental Management
Framework and Natural
Resources Wales.

O AMP6 - Yorkshire Water, Scottish
Water and Southern Water.

O North East Procurement Organisation.

O Smart Motorways Programme.

O Highways England pavements
framework.

O Midland Highways Alliance.

O Network Rail Control Period 5.

O Urban Vision.

O South Tyneside Council
highways programme.

Top

We are an established construction provider
within the defence sector, providing solutions
for both the Ministry of Defence (MoD) and
its specialist supply chain.

Above
Partnerships such as our one with hub North
Scotland allow us to work collaboratively to deliver
exceptional schemes such as Kirn Primary School,
one of Argyll and Bute Council’s flagship projects.
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Stakeholder relationships

Stakeholder interests are a critical
factor in the decisions we make

Galliford Try is committed to doing business

in the right way, proactively considering the
interests of all our stakeholders in the decisions
we make.

We recognise the importance of our
stakeholders’ views and actively listen and
respond to their concerns at all levels of the
organisation to ensure we consider and respond
to their interests. Engagement is extensive

and tailored at both project level and at
Group/division level. Some of the ways

that we engage are shown to the right.

Section 172(1) of the Companies Act 2006
imposes a general duty on every company
director to act, in good faith, in the way they
consider would be most likely to promote the
success of the company for the benefit of its
shareholders and to also have regard to how
the Group’s activities and decisions taken by
the Board will impact on its stakeholders.

We have taken into account our approach

to understanding the views of stakeholders,
how we can engage more effectively with them
and the extent to which engagement feedback

from stakeholders s to be fed back to the Board.

The introduction of both a Stakeholder Steering
Committee and Employee Forum underlines
our commitment to ensuring that there is an
effective mechanismin place for gathering
the views of our employees and our other
stakeholders and feeding them back to the
Board. This ensures that the Board has an
overview of the totality of the engagement
that the Group undertakes to inform whether
itis sufficient for the purpose of informing
discussion at the Board.

Throughout 2019, the Board will continue to
build on the work that has been undertaken to
review the effectiveness of engagement with
the Group’s stakeholders. We will report on
our progress in the Group’s next annual report.

As reported on page 12,in April 2019,

we announced a strategic review of
Construction. In making this difficult decision,
the Board carefully reviewed the impacts
that the implementation of the operational
changes would have on all affected
stakeholders and how they could be
mitigated as much as possible.

00 o

ily)) Employees
We employ 5,184 people, who we rely onto
deliver our activities.

Interests
> Culture, vision, values and pride in job.

\4

Health, safety and wellbeing.

v

Career development.

\4

Rewards and benefits.

v

Sustainability.
Equal rights.

v

\4

Opportunities to achieve their potential.
Flexible working.

v

v

Pensions.

\4

Job security.
> Company performance.

Associated risks

The ability to attract, develop, retain and
build relationships with a diverse range of
high-quality employees affects every level
of the Group, from developing and building
our products to succession planning.

A skills shortage would make it difficult to
deliver projects for our clients and customers.

Asignificant safety incident at one of

the Group’s developments or a general
deterioration in the Group’s H&S standards
could put the Group’s employees,
subcontractors or the general public at

risk of injury or death and could lead to
litigation, significant penalties or damage
to the Group’s reputation.

How we engage

> Induction process.

> CEO Roadshow and emails from
the Executive.

\4

Employee magazine and local
staff newsletters.

v

Training and e-learning modules.

v

Intranet, websites, social media and Yammer.

\4

Performance Development Reviews.

v

Conferences.

\4

Employee Forum and staff briefings.
Employee survey.
Toolbox talks.

\4

v

\4

Graduate programme and welcome.

v

Apprenticeships and work experience.
Employee Assistance Programme.
Careersfairs, school and college visits.

v

v

v

Open Doors and other initiatives.
Whistleblowing hotline.

\4

v

External feedback sites such as
Glassdoor and JobCrowd.

v

Specific newsletter feedback and
exitinterviews.

Clients and customers

Satisfied clients and customers are essential for
asustainable and profitable business.

Interests

> Ability to deliver.

> Health and safety.

> Costandvalue.

> Quality.

> Service.

> Reputation.

> Innovation.

> Financial stability.

> Collaboration.

> Relationships.

> Responsiveness.

> Environmental impact.

> Achieving their sustainability targets.
Associated risks

Failure to meet the build quality and service
expectations of our clients or home buyers
may damage our reputation and therefore have
an adverse effect on our private sales rates,

or ability to win new work, especially in markets
where we are reliant on repeat business with
key clients.

How we engage

> Ongoing engagement with key clients and
bodies such as the Ministry of Housing,
Communities and Local Government and
Homes England.

> Websites.

> Press coverage.

> Social media.

> Email and telephone.

> Contract negotiation and management.
> Information packs.

> Client and customer meetings.

> Exhibitions.



Suppliers and subcontractors

We rely on our supply chain to deliver

our housebuilding, construction and
regeneration projects.

Interests

> Health, safety and wellbeing.

> Pipeline of work.

> Fair treatment.

> Prompt payment.

> Collaborative relationships.

> Relationships.

> Access to training and learning opportunities.
Associated risks

Alack of capacity in key subcontractor trades
or materials markets can cause delays in

construction programmes, reduced quality
and increased costs.

We recognise that slavery and human
trafficking are significant human rights issues
and are committed to taking appropriate and
proportionate steps to mitigating the risk of
these occurring within our business and our
supply chain.

How we engage

> Advantage through Alignment.
> Meet the Buyer events.

> Social media.

\4

Subject Access Requests.

\4

Meetings.
Workshops.
Conferences.

v

\4

> Email and telephone.
Toolbox talks.
Trade associations.

\'4

v

\4

Whistleblowing hotline.

\4

Contract negotiation and management.

@ Shareholders

We must act in the interests of our shareholders
and investors to maintain the capital needed to
fund our activities.

Interests

> Strategy and progress.

> Financial performance and trading.

> Impact of Government policy.

> Reputation.

> Operating markets.

> Dividend policy.

> Remuneration.

SAYE schemes.

> Risks to the business.

\4

> Succession planning.

> Corporate governance.

> Culture.

> ESG matters.

Associated risks

Lack of confidence from shareholders and
investors could result in divestment from the
business and reduce shareholder value.
How we engage

> Results presentations.

Capital markets days.

Webcasts.

Conference calls.

A\

v

v

> Annual Report.

v

Annual General Meeting.
Regulatory announcements.
Analyst briefings.

Website and video.
Meetings and roadshows.

> Site visits.

v

v

\4

\4

> Press coverage.

@ Communities

We build homes, buildings and infrastructure
in existing communities and must meet their
needs so we are welcomed and can carry out
our work.

Interests

> Meeting housing need.

> High-quality buildings, homes
and infrastructure.

> Employment opportunities and use of
local labour.

> Supporting local causes.

> Environmental concerns.

Associated risks

Not building relationships with the communities
we work inwould adversely impact our
reputation and could result in communities

not wanting us to build where they are.

How we engage

> Town hall meetings.

> Local newsletters.
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v

Website and social media.
Exhibitions.

School and college visits.

> Open Doors and other initiatives.
>

\4

\'4

Supporting charities and sponsoring events.
Providing work experience.

Complying with Considerate Constructors
Scheme principles.

v

v

Local authorities and

housing associations

Local authorities and housing associations
allocate funding/capital for many social
housing projects. Local authorities also
grant planning permission.

Interests

> Meeting housing need.

> Quality of product and services for the
communities they serve.

> Creating employment and use of local labour.
> Supportinglocal causes.

> Making a positive impact on communities.
Associated risks

Alack of funding or poor relationships would
impede our ability to secure funding and
planning for our developments.

How we engage

> Ongoing engagement.

> Meetings.

> Email and telephone.

Landowners, agents,

development partners

We must work successfully with these groups to
ensure we are able to acquire and promote land
needed to build our homes on.

Interests

> Ability to deliver.

> Cost.

> Quality.

> Reputation.

> Local community.

> Environment.

Associated risks

Aninability to buy land at the right prices would
impact our ability to ensure we have the right
supply of land to deliver our ambitions.

How we engage

> Meetings.

> Information packs.

> Contract negotiation and management.
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Principal risks

Delivering sustainable growth through
effective risk management

The ability to identify, assess and manage risks and uncertainties is
criticalto achieving our strategy of sustainable growth andis an
integral element of our management processes.

Our approachtorisk
and internal controls

Risks and uncertainties are inherent in what
we do. In Construction & Investments and
Partnerships & Regeneration we deliver
value to our clients by managing complex
construction projects that require us to
co-ordinate many different stakeholders
and manage a diverse range of risks.

Our housebuilding businesses are also
exposed to the housing market risk and the
additional risks associated with being a
consumer-facing business. All our businesses
operate in adynamic environment where
changes in regulation, Government policy
or technology can have a significant impact
onour business.

The Board has overall responsibility for
maintaining oversight of the Group’s processes
for identifying, assessing, managing and
reporting on principal risks and the system

of internal controls designed to manage them.
The Board has reviewed the principal risks
and uncertainties, including those that

would threaten its business model, future
performance, solvency or liquidity, together
with the key mitigations in place, and the
most significant risks are presented on

pages 28 to 31. There may be other risks

and uncertainties besides those listed which
may also adversely affect the Group and

its performance.

The Audit Committee has reviewed the risk
management process and internal control
framework, together with the findings of the
Internal Audit function over the past year,
which may indicate weaknesses that have had,
could have had, or may have in the future, a
material impact on the results, and remedial
actions taken. Based on these assessments,
the Board is satisfied with the effectiveness of
the Group’s systems of risk management and
internal control, as detailed on page 62.

Risk appetite

Ouir risk appetite, defined as the nature and
level of risks that we are prepared to be exposed
tois discussed and agreed by the Board and is
expressed in our Group strategy. This attitude
torisk is then applied by the businesses and
business units in their annual business plans and
day-to-day operations. For example, at Group
level, we have stated that we will not bid for
major projects on a fixed-price, all-risk basis.

At the business unit level, this appetite informs
how opportunities are assessed and is enforced
through the governance and review controls
over bidding.

Emergingrisks

During the year, we have developed our
approach to identifying and managing emerging
risks. Although this remains an evolving process,
we have agreed the following key design
features of our approach:

0 AtaGroup level, the emerging risk process
is aligned to the strategic planning cycle.
Emerging risks are identified and assessed
as part of the annual strategy away day and
atthe Group’s Risk Committee, and
mitigating responses incorporated
into the strategic plan.

O Atadivisional level, the emerging risk process
is aligned with the annual business planning
cycle with strategic responses incorporated
into annual business plans.

O Atabusiness unit level, management
continue to focus solely on principal risks,
although these may include risks that are
longer term and less certainin nature.

0 Emergingrisks are assessed in terms of
timeline and velocity as opposed to impact
and likelihood.

In addition to developing our proposed
approach, we have also performed an initial
exercise to identify key emerging risks.
While there are differences between the
three businesses, some of the more common
emerging risk themes are:

0 Potential for new competitors with
radically different business models to
enter the market.

O Failure to make the right strategic decisions
in relation to the investment in and adoption
of modern methods of construction.

0O Radical reform of land and planning regulation.

0O Increased frequency of extreme
weather conditions.

0O Uncertain evolution of the structure of the
construction value chain and the role of tier
one contractors.

O Failure to adapt to the changing expectations
of the workforce of the future.

Viability statement

In accordance with provision C.2.2 of
the UK Corporate Governance Code,
the Board has assessed the prospects of
the Group over a period of three yearsin
line with its typical business planning and
risk management review period.

The Group’s budget includes information
in relation to the Group’s revenues, profits,
cash flows, dividends, net debt and other
key financial and non-financial metrics. The
plan considers the potential impact of the
principal risks to the business as described
from pages 28 to 31, the cyclical nature of
the markets in which the Group operates,
and incorporates an appropriate level of
flexibility to mitigate against these risks.
This is achieved through the preparation
of sensitivity analyses on a range of
scenarios, including variations in revenue,
house prices, sales rates, build costs,

cash generation and access to financing.

Based on the results of its review and
analysis, the Board has a reasonable
expectation that the Group will be able
to continue in operation and meet its
liabilities as they fall due over the
three-year period of its assessment.
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Risk management governance structure and process
The Group’s risk management and governance
structure is designed to facilitate both a bottom-up
and top-down view of risk.

Audit Committee 6 plcBoard

Responsible for keeping under Sets out frameworks to identify, report and manage risks.
review the adequacy and
effectiveness of the group’s risk
management processes and
systems of internal control, and
for reviewing and approving
statementsincluded in the Executive Board
Annual Report concerning

internal controls, risk ) ) o )
management and the Responsible for implementing risk management and internal control,

Viability statement. together with their day-to-day operation.

Risk and Internal Audit Divisional Risk Registers

Facilitates the identification,
reporting and management
of risk throughout the
governance structure.

Galliford Try Construction&
Partnerships Investments

Business unit Boards

Review therisk register twice ayear

LindenHomes Group Services

Onereview is facilitated by the Group Risk and Internal Audit function and
includes an assessment of the likelihood and impact of each risk.

The same process is used to identify and assess key risks at a divisional level.

Executive Risk Committee

Chaired by: General Counsel and
Company Secretary. Managed A
by: Director of Risk and Internal
Audit. Meets three times a year
andreviews the latest versions Business unit Risk Registers
of each of the three divisional
risk registers.

Captures the principal risks applicable to that business, the key mitigations in

Regularly attended by place and what further action is required to manage the risk.
non-executive directors.
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Principal risks
continued

Across our 12 principal risks, we have assessed

the following six risks as increasing.

Economic

Government

Commercial

Movement in the year @)

Movement in the year @)

Movement in the year @)

Link to strategy

Link to strategy

Link to strategy

The Group’s businesses could be adversely
affected by any macro-economic factors that
reduce sales prices or transaction volumes in
the UK residential property market or cause a
reduction or deferment in construction activity.

Movement in the year

0 Duringthe second half of the year, the
housing market has been constrained by
low consumer confidence, largely driven
by the ongoing uncertainty over Brexit.
However, most market forecasts predict a
recovery in consumer confidence once the
uncertainty has reduced. The market
fundamentals of shortage in supply and
good availability and affordability of
mortgage finance remain supportive of
continued consumer demand and
sustainable house price growth.

0 Within our Construction & Investments
markets, there is some evidence of reduced
opportunities and delays in project
starts, also driven largely by ongoing
Brexit uncertainty.

Mitigation

0 We manage the potential impact of
an economic downturn by building a
strong order book and maintaining an
appropriately-sized landbank.

0 Hurdlerates on land acquisitions are strictly
applied and are regularly reviewed.

0 Where appropriate, we use joint
arrangements to reduce capital employed
and sharerisks.

0 We manage our financial gearing by setting a
maximum period-end level of net debt, and
minimum facility headroom buffers, at all
times, which we monitor continually.

Keyrisk indicators

O Interestrateincreases.

0 Consumer spending decreases.
0 Unemployment increases.

Actionsin 2018/19

0 Continued to monitor the likelihood
of interest raterises, sales rates and
visitor levels.

0 Developed and rolled out standard house
types to reduce costs and protect margins.

© Maintained capital discipline with average
net debt well within facility levels.

Areduction indirect Government spending
oninfrastructure projects such as schools,
hospitals and transport, a reduction in indirect
funding of social housing development or the
withdrawal of schemes such as Help to Buy
would directly affect our businesses. Other
Government policy initiatives, such as reform of
the planning system, changes to public sector
procurement or changes in tax policy also have
the potential to cause disruption in our markets
and increase the cost of doing business.

Movement in the year

0 Developments during the year have helped
to provide clarity on the direction of
Government policy in anumber of areas,
most notably, the extension of Help to Buy
t02023.

0 However, the political climate remains highly
volatile and there is the potential for awide
range of developments and outcomes.

This could result in unexpected shifts in
Government policy, particularly in relation
to planning and housing which could

have a significant adverse impact on our
housebuilding businesses.

0 Uncertainty inrelation to the Government’s
post-Brexit fiscal policy could result in the
cancellation and/or delay of publicly-funded
construction and infrastructure projects.

Mitigation

0 The Group regularly engages with the
Government and Homes England, both
directly and via our membership of industry
bodies. Prudent pricing models, increased
hurdle rates and other contingencies are built
into our land appraisal process, including the
removal of any Government support.

Key risk indicators
O Removal of the Help to Buy scheme.
0 Aslowdown in public sector tenders.

Actionsin2018/19

0 Ongoing engagement with key clients and
bodies such as the Ministry of Housing,
Communities and Local Government and
Homes England to feed back on emerging
policy and potential and current issues.

0 Undertaken a strategic review of the
Construction & Investments business to
simplify the structure and concentrate on
sub-sectors and markets with long-term
growth and profitability potential.

Afailure to agree appropriate commercial terms
or to manage fixed-price contracts effectively
can result in costs not being recovered from our
clients and therefore reduced profits or, in some
cases, losses on projects.

Movement in the year

O Failure to manage commercial performance
of projects continues to be an inherent risk
across all businesses, particularly on work
for clients in Construction and Partnerships.
A more adversarial approach to the
management of contracts by some clients
and subcontractors has increased the risk
of disputes, delays in cash recovery and
reduced project margins.

Mitigation

0 We continue to provide management
focus on our existing fixed-price contracts,
no longer undertake infrastructure contracts
on afixed-price all-risk basis, and have robust
review and approval controls for bids and
contracts of this kind. We use a risk-based
heat map tool to support contract selection
and bid approval.

Key risk indicators
O Profit margins.
0 Slow or difficult cash recovery.

Actionsin2018/19

0 Simplified the management structure in our
Construction & Investments business in
order to provide senior management with
greater visibility of contract performance.

0 Strengthened our Commercial functions
and introduced a programme of project
commercial audits overseen by the Group
Internal Audit function.



Annual Reportand 29
Financial Statements 2019

Drive operating efficiencies

Toincrease margins, respond faster to changing
market conditions and have strong foundations
for delivering further top-line growth.

Maintain capital discipline

To appropriately invest in growth opportunities,
maintain a robust balance sheet and continue
to pay strong dividends.

Operate sustainably

To create longer-term value by balancing
financial performance with our obligations
to all our stakeholders.

Supply chainand
jointarrangement partners

Movement in the year @)

Link to strategy

Alack of capacity in key subcontractor trades
or materials markets can cause delays in
construction programmes, reduced quality
and increased costs. Failure of joint

arrangement partners could impact
programmes, costs and liability.

Movement in the year

0 The availability of key consultants and trades
has not changed significantly, with bricklaying
and design consultants continuing to be the
main areas where lack of capacity can be
anissue. There has been anincrease in
subcontractor insolvency in the construction
sector in the past year which could result in
project delays and additional costs which
may not be recovered from our clients.

0 Thereis a potential risk to our supply chainin
the event of a no-deal Brexit if we are unable
to getimported materials into the country.

O Longer term, the end to freedom of
movement and the lower value of sterling
may reduce the number of EU nationals
working in the UK which could result in
labour shortages and therefore cost inflation,
particularly in London and the South East.

Mitigation

0 The Group aims to develop long-term
relationships with key suppliers and
subcontractors to ensure that we remain a
priority customer if and when resources
and materials are in short supply.

0 The Advantage through Alignment
programme in our Construction business
facilitates greater engagement with our
key supply chain partners and provides
them with greater visibility of our pipeline
of projects.

0 We ceased bidding for major fixed-price,
all-risk contracts that would typically be
undertaken in joint arrangements.

0 All proposals to enter joint arrangements
are scrutinised by management with the
required due diligence undertaken on the
project and partner.

Key risk indicators
O Material and trade shortages.

Actionsin2018/19

O Established a Stakeholder Steering
Committee to manage our actions relating
to key stakeholders such as customers
and clients.

0 Engaged with our principal supply chain
partners to seek reassurances in relation
to their preparedness for a no-deal Brexit.

0 Continued to embed Advantage
through Alignment.

Balance sheet strength

Movement in the year @)

Link to strategy

Given the nature of our three businesses,

cash forecasting inevitably includes subjective
estimates which carry intrinsic risk of error.
Poor cash forecasting can impact business

planning, investments and reporting of
financial information.

Movement in the year

0 Delaysinreceiving cash continues to be a
risk, particularly on some of our Construction
contracts where the timing of cash recovery
is dependent on the outcome of claims
or adjudication processes which can
be protracted.

O Tightening of requirements around
subcontractor and supplier payments
under the Prompt Payment Code.

Mitigation

0O Each business unit reviews its cash forecast
monthly and the Group prepares a detailed
daily cash book for the following eight-week
period to highlight any risk of intra-month
fluctuations. These forecasts are reviewed
at business unit, business and Group level.

Key risk indicators
0 Monthly/weekly cash forecasts prove to
be inaccurate.

Actionsin2018/19

O Putin place an action plan optimising our
systems and processes to meet the Prompt
Payment Code’s newer requirements.

Latent defects

Movement in the year @)

Link to strategy

Significant liabilities and costs may arise from
the requirement to rectify latent defects
identified several years after practical
completion and handover to the client.

This includes, but is not limited to the cost

of rectifying any cladding or fire protection

systems that are no-longer compliant with
revised building regulations post-Grenfell.

Movement in the year

O Therisk of claims arising from latent defects
is a growing risk for our Construction and
Partnerships businesses. This is partly driven
by the knock-on effects of the Grenfell Tower
fire as clients review their cladding and
fire-protection systems, but also a more
general rise in clients appointing consultants
to identify potential defect claims, especially
just before the liability period ends.

Mitigation

0 We select competent designers and
contractors to work with and use specialist
consultants at key review stages.

0 We are embedding ‘Delivering Excellence’
principles into all stages of project delivery.

Keyrisk indicators
0 Frequency and value of defect claims.

Actionsin2018/19

0 Refreshed BMS to allow better control and
delivery of projects.

0 Taken tighter control of build quality.

0 Working more closely with a more robust
supply chain.
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Principal risks
continued

Across our 12 principal risks, the following

six risks remain unchanged.

Health and Safety (H&S)

Legal and regulatory

Customer satisfactionand
quality control

Movement in the year @

Movement in the year @

Movement in the year @

Link to strategy

Link to strategy

Link to strategy

Asignificant safety incident at one of

the Group’s developments or a general
deterioration in the Group’s H&S standards
could put the Group’s employees,
subcontractors or the general public at

risk of injury or death and could lead to
litigation, significant penalties or damage
to the Group’s reputation.

Movement in the year

0 H&Sis asignificant and ever-present risk
inthe construction sector and as such,
the inherent risk remains largely unchanged.
However, the trend towards larger fines for
breaches in H&S legislation means that the
potential financial penalties in the event of
conviction are increasing.

Mitigation

0 We have operational controls in place,
including an H&S site risk assessment for
every site. Compliance with our H&S policies
and procedures is assessed through regular
audits and the safety performance on
our sites is monitored at all levels in
the organisation.

0 Boththe‘Golden Rules’ and H&S database
and the award-winning Challenging Beliefs,
Affecting Behaviour safety programme help
toreducerisk in this area.

0 We have developed and implemented a
mental health awareness programme and
promote the resources available to our staff
through the construction sector’s ‘Mates in
Mind’ mental health charity.

Keyrisk indicators
O Increasein near misses and injuries.

Actionsin 2018/19

O The Safety, Health and Environment
Leadership Team (SHELT), is now chaired
by the Chief Executive, and attended by
members of the Executive Board for each
business, and provides oversight of health
and safety policy and performance.

0 Thedevolved structure that was introduced
in 2017/18 is bedding in well and the
divisional functions are providing a more
targeted service that meets the needs of the
different businesses across the Group.

The legal and regulatory environment in

which the Group operates is complex with the
business required to comply with the legislation
inrelation to awide range of areas, including
bribery and corruption, competition, money
laundering, health and safety, data privacy and
building regulations.

Movement in the year

0 While this remains a complex area of risk,
there have been no significant new legal
or regulatory changes during the year and
our compliance activities have continued
to evolve.

Mitigation

0 The Group has comprehensive policies
and guidance at every level including the
Group’s Code of Conduct, mandatory
e-learning for all employees, regular
legal updates and briefings, six-monthly
compliance declarations, and conflicts
of interest registers and authorisations.
In addition, an anonymous and independent
whistleblowing helpline is available to
all staff.

Key risk indicators
O Increases in whistleblowing.
O Increases in health and safety near misses.

Actionsin2018/19

0 Updated and re-launched our Code of
Conduct with supporting communications
and e-learning modules.

0 Changed the remit of the GDPR
steering group to focus on monitoring
ongoing compliance.

Failure to meet the build quality and service
expectations of our clients or home buyers may
damage our reputation and therefore have an
adverse effect on our private sales rates, or
ability to win new work, especially in markets
where we are reliant on repeat business with
key clients.

Movement in the year

O Theinherent risk remains unchanged and
customer service continues to be an area of
focus across all businesses, particularly
where we have repeat business with key
local and nationwide clients.

Mitigation

O There are rigorous quality control
procedures in place in all three of our
businesses. The Linden Way defines our
approach to delivering an excellent customer
experience at each stage in the housebuilding
process. Within our Construction and
Partnerships & Regeneration businesses,
quality control is embedded within the
business management system policies
and procedures.

Key risk indicators

0 Customer satisfaction scores decline.

O Failure to hit key milestones in project plan.
0 Decreased level of client retentions.

Actionsin2018/19

0 Continued the focus on customer
satisfaction in all divisional and business
unit Board meetings.

O Established a Customer Service
Improvement Forum in our Partnerships &
Regeneration business with representatives
from all business units and departments.

0 Continued to make progress with our
‘Delivering Excellence’ programme
for clients.

O Established a Stakeholder Steering
Committee to manage our actions relating
to key stakeholders such as customers
and clients.
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Drive operating efficiencies

Toincrease margins, respond faster to changing
market conditions and have strong foundations
for delivering further top-line growth.

Maintain capital discipline

To appropriately invest in growth opportunities,
maintain a robust balance sheet and continue
to pay strong dividends.

Operate sustainably

To create longer-term value by balancing
financial performance with our obligations
to all our stakeholders.

People

Cyber security

Growth

Movement in the year @

Movement in the year @

Movement in the year @

Link to strategy

Link to strategy

Link to strategy

The ability to attract, develop, retain and build
relationships with a diverse range of skilled
employees impacts every level of the Group,
from developing and building our products to
succession planning for the Board.

Movement in the year

0O Thisrisk s particularly significant for the
Partnerships & Regeneration business as it
continues to grow and bring new people into
the business. Across the rest of the Group,
this risk is relatively stable although the
strategic review within the Construction &
Investments business has increased the
risk of disengagement and staff churnin
that business.

Mitigation

0 The Group has an established HR strategy
based on best practice principles and
relevant legislation which, among other
things, includes the regular review of
remuneration and benefits packages
to ensure we remain competitive.

Our succession planning and talent
management processes enable continuity
and identification of future leaders.

0 Launched an Employee Forum and
Stakeholder Steering Committee to provide
representation of the employee voice at
Board level.

0 We operate graduate and trainee
programmes to develop our own pipeline
of talent.

Key risk indicators
O Increase in staff churn.

Actionsin2018/19

0 Successfully deployed existing succession
plans to ensure a smooth transition
in anumber of Board and senior
management roles.

0 Continued to grow and increase the
capability of our in-house recruitment
teams and reduce the use of agency staff.

0 Developed a 12-month onboarding
plan within the Partnerships &
Regeneration business.

0 Overhauled our senior and middle
management training programmes,
to continue to develop our teams.

0 Continued to promote our Agile Working
and Be Well programmes.

Loss of data from or loss of access to our IT
infrastructure and applications, especially our
financial system, through either natural disaster
or amalicious cyber-attack, may affect our
ability to carry on day-to-day business.

Movement in the year

The threat from cyber attacks continues
to grow and become more sophisticated.
However, we have made good progress in
implementing tools to protect and monitor
our networks and data.

Mitigation

0 Disaster recovery plans are in place and are
regularly reviewed and tested, including the
performance of penetration testing.

O Amandatory cyber security e-learning
module has been developed and rolled
out to all staff.

0 Tools to protect and monitor our
networks and data such as scanning
of email attachments to detect and
intercept malware.

Key risk indicators
O Increased system down time.
0 Number of attacks on the network.

Actionsin2018/19

0 Performed an audit of our cyber security
governance and control framework using
specialist cyber security auditors.

O Introduced dual factor authentification.

O Introduced additional network monitoring
and threat identification tools.

0 Strengthened corresponding section of Code
of Conduct and refreshed e-learning module.

The strong growth of the Partnerships &
Regeneration business, in terms of revenue and
geographic footprint, may increase the risk of
quality issues or non-compliance with controls
due to the pressure on resources and the limited
capacity of management to provide the same
level of oversight.

Movement in the year

O Therisks associated with growthinthe
Partnerships & Regeneration business remain
as the business continues to grow both
organically and through the acquisition of
the Strategic Team Group. However, as the
business grows, new management structures
and more standardised systems and processes
are beingimplemented to manage these risks.

Mitigation

0 Strong management teams are in place within
each business to ensure that growth plans
are well-managed. In addition, the Executive
Board and plc Board regularly monitor the
financial performance of each business.

Key risk indicators
O Failure to achieve growth targets.
0 Poor customer satisfaction scores.

Actionsin 2018/19

0 Implemented a regional management
structure to facilitate continued growth while
maintaining senior leadership and oversight.

0 Updated and relaunched the Business
Management System.

0 Continued to recruit effectively into senior
leadership positions.
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Principal risks
continued

Monitoring Brexit,

and planning for

possible disruption

The terms on which we leave the EU are still
uncertain and a ‘no-deal scenario’ remains
one possible outcome. Throughout the year,
the Board has monitored the developments
in the withdrawal process and updated its
assessment of the potential impacts of a
no-deal Brexit for our businesses, reviewed
the actions already taken and assessed what
further action should be taken to prepare for
this outcome.

The nature of this risk is such that the potential
impacts are difficult to predict with a high
degree of certainty. However, there are
broadly three ways in which the business
could suffer a significant negative impact in
the event of a no-deal Brexit, as detailed
below in addition to the risks described on
pages 28to 31.

Asignificant reduction in the volume
and price of house sales

The short-term disruption to existing trade
and regulatory arrangements, uncertainty
around the long-term relationship with the
EU and the potential political fall-out froma
no-deal Brexit, are all likely to contribute to
reduced levels of investment and output in
the UK economy. In this context, it is possible
that reduced consumer confidence will
exacerbate the current challenging conditions
in the housing market, possibly leading to a
downturn, which clearly would have an
adverse effect on volumes, revenue and
margins in our housebuilding businesses.

Although a no-deal Brexit may trigger a
reduction in activity in the housing market,
adownturn in the market would not be a new
risk for the business. The potential strategic
and tactical responses to protect marginin
adifficult market are well-understood by

our housebuilding businesses and are under
constant review. Therefore, although this is
likely to have the biggest impact, it is not
necessary to define any specific Brexit-related
actions, over and above the actions we are
already taking to manage the housing

market risk as part of the business as usual
management process.

Programme delays due to disruption
to our supply chains

The precise effect of leaving the single market
and customs union and reverting to trade
based on World Trade Organisation rules is
uncertain. However, most commentators are
predicting that some degree of disruption to
the transit of goods entering the UK from the
EU would be likely, due to the requirement to
introduce additional checks at either the

EU or UK border. This could result in delays
to our build programmes if either we,

our subcontractors or their suppliers are
unable to get imported materials into the
country and on to our sites when required.

Cost increases due to tariffs,
devaluation of sterling or
alternative sourcing

Thereis arisk that the cost of materials we
import from EU27 countries increases due to
the imposition of customs duties, a devaluation
in sterling or possibly the pass-through of
increased customs administration costs.

Even if we seek to source these materials from
UK suppliers, we may not be able todo so at
the same or lower cost than the comparable
EU alternatives.

In addition to the above three risks, there are
longer-term impacts of leaving the EU, either
with or without a withdrawal agreement.
For example, the effect of the end of free
movement of labour on the availability of
skilled tradesmen in our supply chain.

We have looked closely at the
various risks that arise from the
many possible permutations

of Brexit, and have a plan to
mitigate them.

Actions taken

In the event of a no-deal Brexit, the Board
has taken proportionate and targeted
actions to ensure that we have understood
the potential risks and, where appropriate,
put in place contingency plans. Examples of
the actions we have taken include:

0 Communicating the details of the
Government’s Settled Status scheme to
all directly-employed and subcontractor
staff through our ‘Get Settled’
communications programme.

0 Ongoing engagement with our key supply
chain partners to understand the status
of their no-deal contingency plans,
specifically in relation to the import of
materials from the EU.

0 Assessing the risk on a project by project
basis and where appropriate, stockpiling
sensible levels of materials that are critical
to the build programme.
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A strong financial position

Highlights

© Solid financial performance at
the pre-exceptional level, with
impressive growth in Partnerships
& Regeneration and strong margins
in Linden Homes.

© Construction performance held
back by previously announced
£40m of restructuring costs and
write-offs against legacy and
current contracts, of which £33m
is classified as exceptional.

© Maintained a strong balance
sheet, with year-end net debt
of £56.6m and average net
debt during the year of £186m,
compared with total debt facilities
of £550m.

© Rigorous control of investment in
working capital, to support
business growth.

Our strong financial position
can be attributed to operational
improvements, our disciplined
approach and maintenance of
astrong, flexible balance sheet.

Andrew Duxbury
Finance Director

Results

Group

Revenue for the year was £2,863m

(2018: £3,132m). Group revenue, which
excludes our share of joint ventures and
includes revenue from part-exchange
properties,was £2,711m (2018: £2,932m).

Pre-exceptional profit from operations,

which excludes our share of joint ventures’
interest and tax, was £177.8m (2018: £213.1m).
Pre-exceptional profit before income tax

was £155.5m, compared with £188.7min 2018.
After exceptional costs (note 4 and Exceptional
items on page 34), profit before income tax was
£104.7m (2018: £143.7m).

Pre-exceptional profit before income tax is an
alternative performance measure and a key
metric we use to monitor our performance.
The table below reconciles it to statutory profit
before income tax.

2019 2018

£m £m

Profit before income tax 104.7 143.7

Exceptional charge 508 450
Pre-exceptional profit

before income tax 155.5 188.7

We use other alternative financial performance
indicators to monitor our performance.

These are included throughout this report,
alongside standard measures, and are designed
to be useful to investors by providing a balanced
view of our operations. An explanation of

these measures and reconciliations to the
corresponding statutory measures are

included in note 38.

Average net debt during the year was £186m,
in line with our guidance and well within

our £550m of borrowing facilities, reflecting
our continued rigorous approach to cash
management. Average net debt in 2018,
excluding the proceeds from the rights issue
in 2018, was £227m. Year end net debt was
£56.6m (2018: net cash of £98.2m) with the
movement reflecting the use of proceeds of
therights issue onthe Aberdeen Western
Peripheral Route and investment into
housebuilding working capital.

Linden Homes

Linden Homes saw lower unit numbers at
3,229 and reduced its average selling price
from £310,000in 2018 to £284,000in

2019, inline with its strategy to refocus the
business away from London and the South

East and to build fewer large homes. This led
toa 13% reduction in revenue to £820.4m
(2018: £947.3m). Revenue included sales of land
into joint ventures of £4.4m (2018: £8.6m).

Linden Homes’ gross margin was 24.0%,
up from 23.6% in 2018 and demonstrates
the continued benefit of standardisationin
the face of some build cost inflation.

Profit from operations was £160.5m,
representing an operating margin of 19.6%
(2018: £184.4m and 19.5%). Continued
operational efficiency helped maintaina
low level of overheads at 4.4% of revenue
(2018:4.1%).

Return on net assets in Linden Homes
was 26.4%, compared to 30.5% in the
previous year.

Partnerships & Regeneration

Revenue grew by 31% to £623.2m

(2018: £475.2m), reflecting continued

growth in both contracting and mixed-tenure
revenue. Contracting revenues increased from
£351.3min 2018 to £431.7m, which was
growth of 23%. Revenue from mixed-tenure
developments was 55% higher at £191.5m
(2018: £123.9m).

Increased revenues, a rising margin and

robust control of overheads meant profit

from operations was up by 47% to £34.8m
(2018: £23.6m). The blended operating margin
was 5.6% (2018: 5.0%), underpinned by

the growing proportion of higher-margin
mixed-tenure work.

Investment in mixed-tenure developments is
supported by a modest level of net debt in the
business, which stood at £9.3m at 30 June 2019
(30 June 2018: £41.8 m). The capital invested in
the business continued to generate excellent
returns, with return on net assets in the year

of 51.0% (2018: 48.2%).

MaIAS1 SSaUISNg MaIADI 21S918.11S ssauisnqJnQ

90UBUIBAOD)

uoljewoyul [eueul



34 Galliford Try plc

Financial review
continued

Q&A

Is cash flow or margin a priority
for Construction?

Cash flow and margin are both important to
any business. Through the decisions we have
made with the restructure in Construction
and Investments, we have already signalled
our commitment to reduce our turnover to
concentrate on securing better margins in
sectors that are more profitable for our
business and securing and managing our
cash appropriately is clearly a priority for us.

Strategyinaction p22

Group financial performance

Revenue £2,863m
(2018: £3,132m)

Pre-exceptional profit
before tax £155.5m
(2018:£188.7m)

Profit before tax £104.7m
(2018:£143.7m)

Pre-exceptional Group return
onnetassets 22.1%
(2018:29.2%)

Exceptional charge of £50.8m
(2018: £45.0m)

Strong financial position maintained,

with Group year-end net debt
of £56.6m
(2018: net cash of £98.2m)

Equity down by
£24.8mto£751.7m
(2018:£776.5m)

Net tangible assets down
by 4% to £580.3m
(2018: £601.6m)

Construction and Investments

Revenuefell by 18%to £ 1,386.8m

(2018: £1,687.4m) as the business implemented
its strategy of strict risk management,
selective bidding and focus on margins.

This approach will be strengthened by

the strategic review, which has focused
Construction on markets where we are best
able to manage risk and the scale of individual
contracts is smaller. The pre-exceptional loss
from operations was £15.0m (2018: profit of
£15.9m), representing a margin of (1.1)%
(2018:0.9%) and reflecting write-downs

on anumber of contracts. The loss from
operations was £(61.5)m (2018: £29.1m),
after exceptional costs of £46.4m relating

to the restructuring, legacy fixed-price
infrastructure write-offs and expected credit
losses under IFRS 9 (see Exceptional items
below). The underlying portfolio of newer
contracts is performing well, with margins
that reflect their associated risk profile.

Construction has two significant estimated
claim recoveries assumed at 30 June 2019.
The Group, through its joint arrangement,

is continuing to negotiate a significant

claim against the client on the Aberdeen
Western Peripheral Route (AWPR) contract,
construction of which was concluded in early
2019, whilst preparing to pursue this through
formal dispute resolution before December
2019 should these not reach a satisfactory
conclusion. Over the last three financial years,
we have recorded £152m of exceptional losses
inrelation to AWPR. Consultants have advised
an expected recovery of around £100m to
Galliford Try, although the total assessed
value in respect of the claims under the
contract is over twice that level. Consistent
with 30 June 2018, in assessing the final losses
on this contract, we have assumed recoveries
from our share of the claims against the client.
The contract recovery recorded in our balance
sheet is determined from the consultant’s
estimate referred to above. Negotiations
remain in progress with our client but the final
outcome is unknown and when concluded could
result in a material difference to the position
assumed. There are also claims against other
parties including designers and insurers against
which no value is recognised in the balance
sheet due to our accounting policy on
downstream claims (note 1).

Separately, the Group has submitted claims

of £54m, and recognised significant value,

in respect of three contracts with entities
owned by a major infrastructure fund of a
blue-chip listed company. Costs were
significantly impacted by client-driven scope
changes, and our work on these three contracts
formally ceased on the termination of our
contracts in August 2018. We remain confident
of our entitlement following two favourable
adjudications, and have assessed recoverability
in accordance with IFRS 15. We have also
assessed the expected credit loss provision in
accordance with IFRS 9 which was adopted by
the Group on 1 July 2018 (note 1).

The Building division generated a pre-
exceptional loss from operations of

£9.5m (2018: profit of £11.6m), at a margin
of (1.1)% (2018: 1.1%). Infrastructure’s
pre-exceptional loss from operations was
£5.5m (2018: profit of £4.3m), representing a
margin of (1.0)% (2018: 0.7%). After the
exceptional charge, the divisions recorded an
operating loss of £10.5m and £51.0m
respectively (2018: profitof £11.6m and

loss of £40.7m respectively).

PPP Investments reported revenue of £31.5m
(2018: £21.7m), with a profit from operations
of £4.5m (2018: £6.8m).

Exceptional items

Exceptional items in the year totalled

£50.8m. Of this, £32.3m was in relation

to additional costs to complete the Aberdeen
Western Peripheral Route (AWPR) contract,
construction of which was concluded in early
2019 (see above). Once the claim referred to
above is settled, this is expected to provide an
upside to the Group’s cash position. In addition,
the exceptional charge included £6.7m against
another legacy contract, £4.6min respect of the
restructure completed within the Construction
business which has simplified the business and
management structure and £2.8m reflecting
the IFRS 9 expected credit loss impairment
charge as detailed in note 1. The remainder of
our write downs announced in our Construction
business on 21 May 2019 have been recognised
in pre-exceptional operating costs.



During the year, the High Court issued its
judgment in the Guaranteed Minimum Pension
(GMP) equalisation case with Lloyds Bank Plc.
This resulted in anincreased obligation in two
of our defined benefit pension schemes via

an amendment to the scheme benefits. This
has been treated as a plan amendment and
therefore a past service cost, resultingin an
exceptional charge of £3.5m. Additionally, in
July 2018 the Galliford Group Special Scheme

completed a £7m insurance bulk annuity buyout

transaction, securing its pensioner liabilities.
The premium paid was £0.9m higher than the
IAS 19 liabilities discharged and resulted in an
exceptional charge of £0.9m. Further detail of
these two items is included in note 32.

In 2018, an exceptional charge of £45.0m was
incurred, in respect of additional costs on the
AWPR contract.

Taxation

The effective tax rate pre-exceptional items
was 17.6% (2018: 18.0%), which compares

with the standard corporation tax rate of 19.0%.

We believe our effective tax rate will remain
just below the headline rate of corporation
tax for the foreseeable future, due to the
accounting treatment of tax incurred by joint
ventures. Taking into account the tax paid by
joint ventures, our effective tax ratein 2019
was 17.9%. After exceptional items, the
effective rate was 17.0% (2018: 17.7%).

Our tax strategy is available from our website
at www.gallifordtry.co.uk. In summary, we look
to comply with both the letter and spirit of
relevant regulations and to pay our fair share
of tax. The Group is a substantial contributor
to public finances, through its payments of
corporation tax and stamp duty land tax.
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Maintaining capital discipline
Maintaining capital discipline is a fundamental
part of the Group’s strategy. There are three
elements to our approach: ensuring we have
the right funding in place, allocating capital

to theright projects in the right parts of the
business, and day-to-day financial control.

Funding and facilities

The Group is funded by ordinary shares,
asingle bank facility, a debt private placement
and cash and liquid resources that arise
directly from its operations.

The Group’s total debt facilities stand at
£550m, providing substantial headroom
for peak debt requirements during the year.
We have a target of period-end gearing of
no more than 30%.

We take a prudent approach to managing
our interest costs, while accepting a degree
of interest rate risk. The private placement
has a fixed interest rate and we have also
locked in alow interest rate on £100m of
our bank debt, through an interest rate swap
at 1.4%, which runs until 2020.

We have rigorous controls to ensure we
maintain acceptable levels of borrowing.
Each day, we obtain the most advantageous
offset arrangements and interest rate by
aggregating the bank balances or borrowings
in all the Group’s operating companies into a
total cash or borrowing figure.

The directors consider that the maximum
credit risk exposure in each class of financial
asset is represented by the carrying value
as at 30 June 2019. Further information

can be found in notes 23 and 27 to the
financial statements.

Working capital and equity

Total working capital employed at the
year end was £636.9m (2018: £503.4m).
Working capital in Linden Homes was
£759.2 (2018: £623.1m), while Partnerships
& Regeneration had working capital of
£57.0m (2018: £64.7m), showing its ability
to grow rapidly without large quantities of
additional capital. Construction and PPP
Investments largely have modest working
capital requirements, while the Group’s
central working capital position was
£(207.9)m (2018: £(247.1)m.

Total equity decreased by £24.8m to

£751.7m (2018: £776.5m), primarily due to
the transition adjustments in respect of IFRS 9
and IFRS 15, noted previously, while tangible
net assets were £21.3m lower at £580.3m
(2018: £601.6m). Net assets per share at
30June 2019 were £6.77 (2018: £6.99)

while tangible net assets per share were
£5.23(2018:£5.42).

Cash

Net debt at the year end was £56.6m

(2018: £98.2m cash). Group average net debt
was £186m (2018: £227m, excluding the
proceeds of the rights issue in 2018).

Cashis akey focus in Construction and
we prioritise cash profile as part of our
contract bidding process. The business
had an average net debt balance of £72m
during the year. At the year end, net debt
balances in Construction stood at £15.8m
(2018: £26.0m).
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Earnings and dividend

Pre-exceptional earnings per share decreased
by 27%to 115.7p (2018: 158.4p). Statutory
earnings per share were 78.5p (2018: 121.1p).
Details of the calculation of earnings per
share can be found in note 10 to the

financial statements.

The directors are recommending a final
dividend of 35.0p per share which, subject
to approval at the AGM, will be paid on

4 December 2019 to shareholders onthe
register at 8 November 2019. Together with
the interim dividend of 23.0p per share paid
in April, this will result in a total dividend in
respect of the year of 58.0p per share
(2018: 77.0p per share). The total dividend
was 2.0 times covered by pre-exceptional
earnings per share (2018: 2.0 times), in line
with our policy.

The cost of the final dividend is £39m,
resulting in a total dividend cost relating
tothe year of £64m (2018: £78m).

Returnonnet assets

Return on net assets is animportant indicator
of Group performance and we monitor it for
each project and business. It is calculated

as profit before tax, finance costs and
amortisation, divided by average net assets.

Our pre-exceptional return on net assets
was 22.1% (2018: 29.2%), while on a reported
basis it was 16.6% (2018: 24.9%).

Balance sheet and working capital
We continue to maintain a strong balance sheet.

Total non-current assets grew by £118.7m

to £542.9m. Non-current trade and other
receivables increased by £89.5m, being largely
increased loans to our housing joint ventures.
Investments in joint ventures, being our share
of their net assets on an equity accounting basis,
increased to £67.0m and goodwill and intangible
assetsdecreased to£171.4m.

Net capital employed in developments and
joint ventures at 30 June 2019 was £828miin
Linden Homes (2018: £753m) and £163min
Partnerships & Regeneration (2018: £139m).
We continue to purchase land on deferred
payment terms where possible. Land creditors
increased to £217m (2018: £144m).

These movements were primarily due to

the acquisition of the remaining 50% share
of Linden Homes (Sherford) LLP on

28 June 2019 (note 15) which resulted

in consolidating all of that entity’s balances.

Developments, which includes land and housing
work in progress across both Linden and
Partnerships, increased from £724.9 to

£876.7, also impacted by the acquisition

of Linden Homes (Sherford) LLP as well as
investments in other new sites. Current trade
and other receivables decreased by £84.3m

to £754.3m of which £42.9m was a transition
adjustment on the adoption of IFRS 9 Financial
Instruments and IFRS 15 Revenue from
Customer Contracts on 1 July 2018 (as noted
on page 37 and note 39). The IFRS 9 impact was
inrespect of the assessment of the expected
credit loss on recoverable balances, whilst
following clarification provided by IFRS 15,
certain recoveries from third-parties were
assessed to have not reached the more
stringent requirement of ‘virtually certain’ and
will now be accounted for in future periods in
line with IAS 37 (see note 39). There was an
increase in current trade and other payables

of £78.5m principally due to the increase in
development land payables as the Group was
able to take advantage of favourable payment
terms. Net working capital continues to include
balances in respect of our project in Aberdeen
and the three contracts with entities owned by
amajor infrastructure fund. Year end net debt
was £56.6m.



Pensions

The Group has a defined contribution pension
scheme which is open to all employees. It also
has three closed defined benefit schemes.

As noted under Exceptional items above,

one of these schemes - the Galliford Group
Special Scheme - was subject to aninsurance
bulk annuity buyout transaction during the
year. Further details of the Group’s pension
arrangements can be found in note 32.

The total pension cost charged to the income
statement was £22.4m (2018: £19.3m).

Under IAS 19 ‘Employee Benefits' thereis a
net surplus in the Group’s final salary pension
schemes. This was calculated at 30 June 2019
by anindependent actuary. The gross surplus
recognised on the balance sheet at the year
endwas £7.0m (2018: £7.0m).

The triennial valuation of the Galliford Try
Final Salary Scheme as at 30 June 2018 was
completed in the year. The valuation showed a
deficit of £5.5m. The valuations of the Group’s
other schemes showed a deficit of £1.5m.

The Group has constructive dialogue with

the trustees of the Final Salary Scheme
toensureitis appropriately funded and has a
viable plan to achieve self-sufficiency in the
medium term. The Group made annual deficit
funding payments of £7.2m to the schemes.

Prompt Payment Code

We were disappointed to be suspended from
the Prompt Payment Code (PPC) for not paying
at least 90 per cent of invoices within 60 days.
This newer requirement of the Code came
directly on the back of a drive from Government
to impose a tough new compliance regime and a
number of contractors, suppliers and well-
known companies have also been suspended.

We are committed to pursuing a collaborative
and open approach with all our supply chain and
have already taken steps to address the issues
that have led to this suspension. We consider
this to be temporary and are instigating changes
to our procedures and processes to ensure we
are, once again, recognised as a signatory of the
Code as soon as possible.
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Contingent liabilities

The directors ensure that contingent liabilities
are appropriately assessed, documented and
monitored. More information can be found in
note 34.

Going concern and viability statement

The Group’s statement of going concern,
together with further related information,
can be found in the Directors’ report on
page 78.

The Group’s viability statement can be found
on page 26.

Critical accounting policies
and assumptions

The Group’s principal accounting policies are
set outin note 1 to the financial statements,
together with a description of the key estimates
and judgments affecting the application of
those policies and amounts reported in the
financial statements.

IFRS 15 Revenue from Contracts became
effective for the 2019 financial year. We have
reviewed our recognition of certain claimsin
light of this standard. In addition, IFRS 15
requires us to gross up revenue for part-
exchange property transactions in Linden
Homes. While this increases reported revenue,
it has no impact on the Group’s profits.

More information can be found in note 1.

IFRS 9 Financial Instruments became effective
for the 2019 financial year. On adoption,

this resulted in the revised assessment of any
expected credit losses on the Group’s assets
resultingin animpairment charge of £11.2m
(see page 34 and notes 4 and 25). Additionally,
it resulted in a small fair value increase in our
PPP and other investments and an equivalent
increase in equity. More information can be
found in note 1.

IFRS 16 Leases will be effective for the 2020
financial year and will result in the grossing-up of
certain lease-related items in the balance sheet.
The Group’s banking covenants are calculated
before the impact of IFRS 16 and will not be
affected. See note 1 for more information.

Andrew Duxbury
Finance Director
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Business review

Linden Homes

Linden Homes had another solid year as it continued
toenhance its operational performance and achieve
strong margins.

1,002

Affordable

Completions
by sector

2,227

1,492

West

1,737

Completions

by region

g Private East
Linden
HOMES
3 06 (00 2N\0 m
Ol (@ nl 0 So
Highlights Steady sales tofirstand While we utilise our standard footprints

Operating margin

19.6%

(2018:19.5%)

Landbank plots

11,900

(2018:11,400)

Completions Land secured:
3 2 29 t0 2020
’ O,
oeasn  100%
R t0 2021
evenue
85%
(o)
£820m
(2018: 100%

(2018:£947m) and 81%)
Sales per outlet
per week
(2018:0.59)
Performance

2019 2018
Revenue (Em) 8204 9473
Profit from
operations (Em) 160.5 184.4
Operating profit
margin (%) 19.6 195
Completions (units) 3,229 3,442

second-time buyers

Completions in the year amounted to
3,229 units (2018: 3,442 units), of which
2,227 were private housing (2018: 2,587)
and 1,002 were affordable housing
(2018: 855). Excluding our joint venture
partners’ share, completions were

2,781 units (2018: 2,903).

Mortgage availability remained strong
with increasingly attractive terms being
available across all market sectors. This,
coupled with Help to Buy, helped maintain
activity in the first-time buyer and first
or second trade-up sectors. Aspirational
buyers looking at properties with higher
average selling prices were more
cautious against a backdrop of economic
uncertainty, leading to lower reservation
levels in this sector. While our exposure
to sites within the M25 continues to
reduce, this was particularly noticeable
on our remaining schemes in the capital.

The average selling price across all units
was £284,000 (2018: £310,000), in line
with our plan. Average selling prices for
private housing reduced from £367,000
to £351,000 (down 4%), while the average
selling price for affordable housing was
£134,000(2018: £134,000).

There were 80 active selling sites

(2018: 85), with sales per site per week
of 0.56 (2018: 0.59). Cancellation rates
were 18% (2018: 19%). Sales in hand

at the end of the financial year were
£375m (2018: £366m), reflecting the
lower average selling prices and reduced
unit numbers.

Gettingbetter at standardisation

We introduced The Linden Collection, our
third generation of standard layouts, in the
previous financial year. With all of these
layouts now having been built, we took
the opportunity to review and optimise
the range. Around 80% of our planning
applications now use standard product,
and we are already achieving the target
we had set for the end of our plan period.

wherever possible, we are not rigid in
terms of our elevational treatments or the
choice of external materials. This enables
us to design schemes which blend with
the local vernacular and the requirements
of local planning authorities, enabling us
to achieve planning consents more quickly.
We also retain the ability and expertise

to deliver non-standard housing, such as
refurbishment and high-rise schemes.

We will continue to operate selectively in
these markets only when we identify
opportunities with attractive margins.

Building the whole Linden Collection
range has also enabled us to analyse and
benchmark the costs of delivering these
standard house types across all 10 of

our business units, leading to significant
reductions in our build costs. We have also
been able to identify best practices in the
construction of our homes, leading to a
reduction in build times and anincrease
inthe quality of the homes we build.

Suitable geographical coverage,
and afavourable land market

We are assessing the geographical
coverage of our business units to ensure
we efficiently cover the regions we
currently operate in, as well as considering
the possibilities for expansion into markets
where we are not currently represented.

Conditions in the land market remain
favourable, with good availability at
attractive hurdle rates. The year end
landbank was 11,900 plots (2018: 11,400
plots) representing around 3.5 years’
supply, in line with target. The strategic
land programme is progressing well and
is delivering sites at very good margins.
While the team has continued to acquire
further options over strategic land, the
focus has moved more towards working
assets through the planning system.

At 30 June 2019, the strategic land
portfolio comprised 2,850 acres,
sufficient to generate 13,240 plots
(2018: 2,730 acres and 13,270 plots).



Applying our
land expertise to
deliver homesin
oreat locations
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This land acquisition comes after nearly
16 years of promoting the site through
the planning system and working
collaboratively with the local authority
and local stakeholders. The land market
continues to offer great opportunities to
acquire sites such as this, and is a good
example of our ongoing strategy to secure
sites in prime locations that are attractive
to first-time and family buyers.

Phil Chapman
Divisional Managing Director of Linden Homes

Linden Homes has worked with

Miller Homes to acquire a key site in

the sought-after location of Chichester,
which attracts buyers from a wide
catchment due to the range of quality
amenities, transport links and education
provision available.

The purchase of the land will enable

the delivery of 750 new homes in
Chichester by 2028 in a joint arrangement.
The development will provide 30%
affordable homes, together with a
community building, anew medical centre,
aprimary school, a country park, children’s
play areas, allotments and sports pitches
and associated facilities.

The homes comprise the first phase of

the wider Whitehouse Farm development,
part of Chichester District Council’s
adopted Local Plan, and on completion
will deliver a mixed-use development
totalling 1,600 new homes, together

with employment land, a local centre and
public open space.

16

years promoting
the site

750

new homes to be
delivered by 2028

30%

affordable homes
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Business review
Linden Homes
continued

Addressing the skills shortage
with our trainee programme

Our trainee programme is going from
strength-to-strength and we continue to
increase the number of people we take on.
The first group of trainees, who joined us
four years ago, are now starting to take up
operational roles and have the potential
to move up through the business over
time. We have also created a management
development programme. During the year,
we reviewed our succession planning and
this resulted in the internal promotion of a
number of people to departmental heads
supported by individual development
plans. This will lead in time to their
promotion to business unit directors.

Doing more to keep our
customers happy

We retained our four-star rating in the
NHBC customer satisfaction survey

and continue to strive for five stars.

To continue to improve the customer
journey, we have introduced an online
modular approach to training and
development for the sales team.

This allows us to track their progress,
review performance and identify
opportunities for coaching and
development. The COINS IT system,
which we piloted last year, is also

making a substantial difference to
customer care, giving us powerful
analytics and enabling us to track every
stage of the customer journey. It is
currently in place in half the business units
and will be rolled out across the business
by the end of this calendar year.

Delivering energy

efficient homes
for less

We use a series of innovative designs that
mean on average our homes use 30%’ less
water than older properties which coupled
with the energy saving appliances, efficient
boilers and insulation, means Linden homes
are roughly 50% cheaper to run than an
equivalent Victorian house.

New homes currently
built inthe UK are
roughly 50% cheaper
torun per year than

the equivalent Victorian
house. That could mean
an annual saving for a
four-bed detached
house of £1,410.

HBF Why Buy New Guide

Inflationary pressure

There are modest inflationary pressures
in the supply chain, primarily in respect

of materials rather than labour, where
availability is less constrained than it was.
There has been some Brexit-related
stockpiling further down the supply chain,
which has contributed to price increases.

Outlook

Brexit-related uncertainty and its impact
on consumer confidence is likely to

remain the primary influence on the
housing market, at least in the short term.
Linden Homes will continue its programme
of operational improvement, helping

to protect its operating margin against
build cost inflation in the absence of rising
house prices.

1. Allof our floor joists are made 3.
inthe UK using acarbon
negative process and
sustainably sourced timber.

2. The boilers heating our
houses are some of the most
efficient available, saving
money and minimising
carbon dioxide emissions.

4.

Over 90% of our waste is
recycled or converted

into energy.

Every piece of timber in our
houses is sustainably sourced.
This means that new trees
are planted to replace those
cutdown.

5. Wherever possible the
appliances fitted in our homes
are ‘A Rated’ or higher for
energy performance.
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Business review

Partnerships & Regeneration

Thiswas anexcellent year for the business, during which it
substantially increased its revenue and profits, won significant
contracts and further expanded its joint venture platform.

ssauIsng.JnQ

4
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Partnerships

£142m £429m
South Contracting
N
£380m £194m
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outh East
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Highlights Strong growth,inavibrantmarket ~ quickly. We were also selected by
. Partnerships & Regeneration continued Enfield Council to build th'e ﬁrSt 725
Mixed-tenure Landbank to grow its mixed-tenure business, homes at the £6.0bn Meridian Water
revenueup 5 300 completing 1,178 units at an average d'evelopment inthe Lea Valley and
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o plots and £220,000). Mixed-tenure sales carried with Ealing Louncilto create anew
(2018: 3,300) ’ mixed-use scheme, including 470 homes.

to £192m, from
1,178 completions
(2018: £124mand
751 completions)

Contracting
revenue up

23%
to£431m
(2018: £351m)

Operating margin

Contracting
order book of

£972m

(2018:£1,196m)

Mixed-tenure sales
carried forward of

£184m

h (2018: £160m)
improved to
(o)

5.6%
(2018:5.0%)
Performance

2019 2018
Revenue (Em) 623.2 475.2
Profit from
operations (Em) 34.8 236
Operating
profit margin (%) 5.6 5.0
Completions (units) 1,178 751
Equivalent
contracting units 2,100 2,000
Order book (Em) 972 1,196

forward at the year end stood at £184m
(2018: £160m). The number of equivalent
contracting units completed rose from
2,000in 2018 to 2,100 and the year

end contracting order book was £972m,
giving the business a total order book of
£1.2bn (2018: £1.4bn). This provides
strong visibility of future work. At the
year end, a further £1.3bn of work was at
preferred bidder or land acquisition stage.

The business’s strong growth reflects
the quality of its offer as well as its values,
culture and experience of successful
delivery. Market conditions are also
highly positive, with the UK in real need
of more affordable homes. Important
contributions to growth came from the
Drew Smith business in the South, which
we acquired in 2017, as well as the Bristol
region, the Midlands and in London.

Sourcingour own land

Both the contracting and mixed-tenure
sides of the business benefit from our
strength in land-led solutions and we have
atarget of 70% of all the homes we

build being on land we have sourced.

We substantially increased our landbank
during the year, with 5,300 plots at the
year end (2018: 3,300 plots), with a gross
development value of £1.4bn. We also
standardised our land acquisition process,
giving us the key data required to assess
individual sites, forecast build costs and
understand local sales values.

Winning across the board

Partnerships & Regeneration secured a
number of major wins during the year.
These included a partnership with Homes
England to deliver 850 homes across the
UK, under the Delivery Partner Panel.
Homes England is looking to speed up

the release of public land and incentivise
housing providers to deliver homes more

The new Yorkshire business worked with
existing clients on new opportunities in
the region. The business was substantially
enhanced with the acquisition of Strategic
Team Group, a well-established contracting
and land-led developer in the North of
England on 1 July 2019. The purchase
supports Partnerships’ ambitious growth
strategy, targeting growth in key regions
around the country to increase the supply
of new homes. We will continue to review
any opportunities which align with our
existing strategy in Eastern England.

Investing to build a stronger team

We continue to invest in our people,
resulting inimproved employee retention.
During the year, we made significant
internal promotions, including three new
regional managing director roles. The
business also strengthened its executive
team, bringing in an executive director to
focus onits land supply across the country.

More generally, we are successfully
attracting new people who want to

work in an exciting growth business

and who value our important social
contribution. We became more visible

to potential recruits through social media
and we are looking to reduce agency
spend by recruiting more directly.

We have introduced new academy and
apprenticeship routes into the business
and held a graduate assessment centre
during the year. New training initiatives
include our Leaders in Regeneration
programme and a new mentoring
framework. We are increasing our gender
and ethnic diversity, as well as recruiting
from a broader range of professional
backgrounds. In 2020, our focus will

be on attraction and retention, and
developing our apprentice pathways.
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Business review
Partnerships & Regeneration
continued

Better processes helpusto
put customers first

Customer service was a key focus area this
year. For the first time, we reported our
customer service scores under the NHBC
star system. We received a three-star
rating in October 2018 and the impact

of our business improvements means

we are currently achieving a four-star
rating. During the year, we introduced a
mandatory third-party pre-handover
inspection for all completed units to
ensure the building is handed over
defect-free. This has significantly reduced
the number of rectifications required and
improved client and customer satisfaction.
We have also adopted digital technologies
in contracting, for example to record the
construction of buildings and ensure work
is completed to a uniformly high standard.
During the 2020 financial year, we will be
rolling out a ‘Putting the customer first’
campaign, concentrating on reducing
programme delays, zero defects at
handover, and customer communication
and perception.

Our other business improvement
initiatives in the year included introducing
standardised floor layouts, which build

on The Linden Collection. This will help to
improve our efficiency and speed of build.
In addition, we have completed a number
of research projects into modern methods
of construction, which is an area of
particular focus for the future.

Improving our supplier and
partner relationships

We spend considerable time building
relationships with our strategic supply
chain partners and subcontractors, giving
them sight of our order book. The scale
of our business makes us an increasingly
important customer for our supply chain,
encouraging them to work with us,
ensuring they have the capacity to
support our growth and providing
benefits on materials pricing.

Strategic

and Dorset.

Our relationship with Homes England
demonstrates the importance we place on
building strategic partnerships and how
we use them to accelerate the delivery of
much-needed new homes across the UK.

We are delighted with our extension of
work in partnership with this strategic
client to build more than 850 new homes
in Redcar, Cheshire, Staffordshire

The national partnership forms part of
Homes England’s initiative to build new

Joint ventures with Registered Providers
and other clients are akey part of our
business model, both for Partnerships &
Regeneration and Linden Homes. The joint
venture platform has a gross development
value of £1.5bn. We entered two new
partnerships in the year and contracted
into six joint ventures in total.

Outlook

Partnerships & Regeneration’s market is
highly positive, with sustained growth

and strong political support fromall
parties. The business continues to win
new work with public and private partners
and its order book and pipeline give it

high visibility of future revenues. It is
therefore well placed to continue its
progress towards its 2021 revenue

and margin targets.

partnerships
delivering housing
whereit’s

needed most

£110m

of direct grant programmes
with Homes England

68

housing association clients

50

housing at pace, and, as preferred delivery
partner, we will deliver:

0 360 homesinRedcar.

0 330 homes in Sandymoor,
Runcorn, including a 100 home
extra-care development.

0 116 homesin Cannock.
0 60 homes in Blandford Forum.

The projects will deliver a mixture of
housing tenures including open market
housing, affordable rent, shared
ownership, private rented sector and
an extra-care development, with the
first homes being delivered in 2020.

relationships with the top
housing associations

£3.4bn

joint venture platform

11

retirement villages
built across the UK for
ExtraCare Charitable Trust



Business review

Construction

Thiswas adifficult year for Construction, with good
underlying performance held back by issuesona
number of contracts. Refocusing of the business on

its core strengths will position it to realise its potential.

Morrison/a
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£825m

Infrastructure

Order book

Highlights

Strategic review of Construction completed
Order book of Pre-exceptional

£29n  £1387m

(2018:£1,687m)

Secured

8 8% Net debt of

of this year’s planned £1508m

revenue (2018:£26.0m)

(2018:87%) .
Exceptional

Pre-exceptional charge of

margin of

(1.1)%

(2018:0.9%)

£46.4m

(2018: £45.0m)

Construction performance

Pre-exceptional
2019 2018

Revenue (Fm) 1,386.8 1,687.4
(Loss)/profit from
operations (Em) (15.0) 159
Operating
profit margin (%) (1.1) 0.9
Order book (£bn) 29 3.3
Statutory
2019 2018
Revenue (Em) 1,383.8 1,687.4
(Loss)/profit from
operations (Em) (61.5) (29.1)
Operating
profit margin (%) 44 1.7)
Order book (£bn) 29 3.3

£2,045m

Building
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£527m

Infrastructure

AN
Revenue £860m

Building
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A simpler construction business

As described in the Chief Executive’s
review on page 12, we have reviewed the
business and its management structure,
refocusing on key strengths in markets
and sectors with long-term growth and
profitability potential.

Construction’s revised focus includes

us withdrawing from the Scottish
infrastructure market, while retaining

the highly successful Building business in
Scotland. This will leave the Infrastructure
division specialising in highways and water.
The rail and aviation business unit will
also be refocused so it provides sectoral
support to our local Building business
units, offering expertise in these sectors
to help them deliver projects adjacent to
the rail environment and on the landside
of airports. This brings rail and aviation
into line with other sectors such as health,
education and defence, while ensuring
continuity for clients and leveraging our
strengthin local delivery. These changes
result in a simpler business, operating in
areas where we have the core skills to
deliver successfully and safely, while
earning an appropriate margin.

Growingour order book

Our reputation with clients remains strong
and both the Building and Infrastructure
divisions won new work during the year.

In total, they were appointed to contracts
and frameworks worth more than £1.1bn.
At 30 June 2019, our order book was
£2.9bn (2018: £3.3bn). Of this, 79% was

in the public sector (2018: 75%), 5% was

in regulated industries (2018: 10%) and
16% was in the private sector (2018: 15%).
The business has secured 88% of

planned revenue for the 2020 financial
year. Frameworks generate a high level

of repeat business for us and they
provided 79% of our year end order

book (2018: 73%).

Comingtothe end of
legacy contracts

Construction has continued to work
through its legacy contracts, with the
Aberdeen Western Peripheral Route
project achieving practical completion and
discussions continuing on the settlement
of our outstanding claim (further details
are given in the financial review on page
34). Anumber of older frameworks will
come to an end during the 2020 financial
year and we are bidding for replacement
frameworks at improved margins.

Making Galliford Try the
best place towork

The market for people remains
competitive but we continue to attract
skilled employees. We benefit from a
reputation for being values-driven,
progressive and people-oriented, making
Galliford Try an attractive place to work.
We aim to have an inclusive culture,
recognising that inclusivity is essential
for attracting and retaining a more
diverse workforce.

During the year, we finalised our learning
and development framework, which
shows people across the business how
their careers can progress and the
attributes they will require to do so.

This is supported by training plans with
awide range of modules to ensure our
people can develop the skills they need.
We also revamped our recruitment team,
ran recruitment skills workshops for
managers to ensure familiarity with best
practice, and reviewed and revitalised our
succession planning process. In addition,
we appointed an early careers manager
to update our recruitment approach for
graduates, trainees and apprentices,

and revised our assessment centres

for graduates to provide opportunities
for awider pool of candidates.
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Business review
Construction
continued

Review of Construction
- responding to
market conditions

With the restructure of
the Construction business
now complete, the business
is firmly focused on its

core strengths of regional
building operations,
together with profitable
operations in highways and
water, all of which are now
performing effectively.

Bill Hocking

Chief Executive of
Construction & Investments

As an organisation, we have to focus on
our strengths and where we perceive
our long-term future to be best served.

In April, we announced we were
undertaking a strategic review of our
Construction business to allow us to
reduce its size with a view to focusing on
our key strengths in markets and sectors
with sustainable prospects for profitability
and growth, where we have a track

record of success.

That strategic review identified that
conditions continued to be challenging
inthe infrastructure market, particularly
in Scotland, and as a result, we responded
by simplifying our structure and
concentrating on those areas of the
business with long-term growth and
profitability potential:

0 Continue broadly as organised with
our Highways business unit.

0 Consolidate all Water activities in
Scotland under our Environment
business unit.

0 Close our Infrastructure business unit
inScotland.

0 Continue selective rail and aviation
projects on a sector-led basis.

0 Cease our presence in the international
market with the potential sale of our
Falklands business.

O Review the support functions to align to
the proposed new, simplified structure
in Infrastructure.

This has involved taking some difficult
decisions, but we have a responsibility
to all our stakeholders to make sure
our business is pursuing the most
productive paths.




Diversity and inclusion remains a key
focus for 2020, including a review of
recruitment activity and job descriptions,
to make them more inclusive.

Agile working is increasingly popular
with our people. Our collaboration and
communication tools are generating
significant savings in time and travel
costs, improving productivity and
people’s quality of life, while delivering
environmental benefits.

We embrace technology and have
launched an app that supports our
Challenging Beliefs, Affecting Behaviour
safety programme. This provides people
with tools to work more safely and
effectively and share best practices.

A stable supply chain

Conditions in the supply chain are stable
and we continue to benefit from strong
relationships with our strategic supply
chain partners, supported by our
Advantage through Alignment
programme. We are not yet seeing

any notable shortages of EU labour.

Maintaining client satisfaction

We continue to achieve good levels of
client satisfaction, with a score of eight
out of tenin our client feedback surveys
(2018: eight) and a high net promoter
score of 77.7% who recommend us to
other clients. Client satisfaction is linked
to quality and we have created a new
assurance director role, covering both
safety and quality. We are also increasing
the use of technology to record and track
site inspections, ensuring each element
of a project is completed to the required
high standards.

Outlook

The outlook for Constructionis encouraging.
Focusing on our core markets will give us
stable, predictable out-turns, particularly
as around 85% of our work comes from the
public and regulated sectors. The business
has a robust order book and a good
pipeline of work with appropriate margins
and risk profiles. However, the current
political uncertainty may see some new
public sector bids being slow to reach
contract award.

Building performance

Pre-exceptional

2019 2018
Revenue (Em) 859.8 1,038.0
(Loss)/profit from
operations (Em) (9.5) 116
Operating
profit margin (%) (1.1) 11
Order book (Em) 2,045 2,423
Statutory
2019 2018
Revenue (Em) 859.8 1,038.0
(Loss)/profit from
operations (Em) (10.4) 11.6
Operating
profit margin (%) (1.2) 11
Order book (Em) 2,045 2423

Building overview

During the year, Building won contracts
and positions on frameworks worth

over £580m. This included being
appointed contractor for the Winchburgh
and Calderwood Education Bundle.

The business was successfully reappointed
to the North Wales Construction
Partnership and to the Southern
Construction Framework, which is a
collaboration between Devon and
Hampshire County Councils that covers
the South and South East including
London. It also won a contract to deliver
the major new Assembly Bristol mixed-use
development. The division has also been
successful with private sector clients,

in particular winning work to construct
student residences and private

rented schemes.

Infrastructure performance

Pre-exceptional

2019 2018
Revenue (Em) 5270 6494
(Loss)/profit from
operations (Em) (5.5) 4.3
Operating
profit margin (%) (1.0) 0.7
Order book (Em) 825 876
Statutory
2019 2018
Revenue (Em) 5242 6494
(Loss)/profit from
operations (Em) (51.0) (40.7)
Operating
profit margin (%) (9.7) (6.2
Order book (Em) 825 876
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Infrastructure overview

Infrastructure won contracts and positions
on frameworks worth over £497m during
the year. This included winning two places
on the Highways England Delivery
Integration Partnership, on lot four in

the South West, valued at £800m over

six years, alongside one other supplier,

and lot seven in the East of England, valued
at £2.8bn alongside two other suppliers.

PPP Investments performance

2019 2018
Revenue (Em) 315 217
Profit from
operations (Em) 4.5 6.8

Directors’'valuation (Em) 41.6 32.6

PPP Investments overview

During the year, we invested £22.7m

in equity and sold investments that
generated an aggregate profit on disposal
of £6.9m (2018: £5.5m). The secondary
market was strong during the year, with
good interest in acquiring our investments.
At the year end, the directors’ valuation of
our PPP portfolio was £41.6m, equivalent
to the fair value included in the balance
sheet following the implementation of
IFRS 9 on 1 July 2018 (and a value invested
of £34.9m) (2018 valuation: £32.6m,

value invested: £26.1m).

PPP Investments is a good source of
work for our Building and Infrastructure
divisions, enabling them to be named
preferred bidder on more than £222m of
work during the year. The most significant
project was the Winchburgh and
Calderwood education campus, for

West Lothian Council, valued at £72m.

The market for investment in new projects
remains slow. The Scottish Government
has recently announced that the regional
hubs should no longer be used to procure
investment projects and it is currently
unclear in what form the Scottish
Government will procure such projects.
In England, it is similarly unclear what
private finance model will be used,
following the Chancellor of the
Exchequer’s announcement that

PF2 was being scrapped.

In Wales, the Mutual Investment Model is
generating a pipeline of projects and these
are expected to come to market inthe
third quarter of 2019. The forthcoming
projects are primarily schools and colleges,
which play to Galliford Try’s strengths and
experience in the education market.

With little public-private partnership
activity in the year, PPP Investments
focused on progressing development
style projects. At the year end it was
preferred bidder on four private rented
sector schemes, with a total capital value
of around £175m. Once secured, these
will provide additional work for the
Construction business. PPP Investments
also continues to review opportunities in
the student housing market.
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Operating sustainably

Sustainability is central to our strategy

Becoming a more sustainable business is one of the three principal elements of
our strategy to 2021. We must balance financial performance with our obligations
toallour stakeholders, sowe can create value over the long term.

Our strategy to 2021

Drive operating efficiencies

To increase margins, respond faster to
changing market conditions and have
strong foundations for delivering further
top-line growth.

Maintain capital discipline
To appropriately invest in growth
opportunities, maintain a robust balance

sheet and continue to pay strong dividends.

Operate sustainably

To create longer-term value by balancing
financial performance with our obligations
to all our stakeholders.

Our approach

Our approach s guided by our Sustainability
and Social Value Policy, the aim of which is to
assess our sustainability risks and opportunities,
and thereafter take appropriate steps to
mitigate negative impacts and enhance positive
impacts. The Executive Board owns the policy
and it is implemented through the businesses,
which adopt their own specific approaches
while remaining in line with the policy.

The policy focuses on our sustainability impacts
inrelation to six fundamental areas. These areas
cover the manufactured, intellectual, human,
social and relationship, and natural capitals.

Environment and
imate change p5

Our people p49




Our performance

Our overall performance as a responsible
business is reflected by our membership of the
FTSE4Good Index, an exclusive investor index
consisting only of companies that effectively
manage their environmental, social and
governance risks. We were independently
assessed to have achieved a score of 3.2 out
of 5(2018: 3.5). While this score is slightly
lower than last year, we were pleased we are
firmly well above the sector average score of
2.4 out of the companies that were assessed.

We have Gold status in the Supply Chain
Sustainability School.

Sustainability governance

Each of our businesses has its own head of
Health, Safety and Sustainability (HS&S)
reporting to their respective divisional Board.

The heads of HS&S are members of the Safety,
Health and Environmental Leadership Team
(SHELT), which is chaired by the Chief Executive
and includes an Executive Board member from
each of our three businesses. SHELT ensures
the businesses maintain our core Group
mandates, policies and minimum standards,

and facilitates collaboration and best practice
sharing between our businesses.

Safety, Health & Environmental Leadership
Team structure

GROUP
GOVERNANCE

s . o
“onal Executive™
3Ndbead of HSS®
Linden Homes

Health and safety
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Accident Frequency Rate
(RIDDORs per 100,000 hours worked)

0.11

0.11 0.11
0.09 0.09

Target Actual Target Actual
2018 2018 2019 2019

Accident Incident Rate
(RIDDORSs per 1,000 people)

e . 248

Target Actual Target Actual
2018 2018 2019 2019

Health and safety is our top priority
and we continue to focus on further
improving our performance.

Our policies

The Group’s Health and Safety Policy
establishes our commitment to effectively
managing all aspects of health and safety, and
to taking all reasonably practicable measures
to continually improve. The policy determines
the roles and responsibilities of the Executive
Board, divisional Boards and business unit
management in delivering health and safety.
It also expresses the Group’s commitment

to ensuring that our people’s behaviour is
consistent with animproving safety culture.

In addition, we have an Employee Wellbeing
Policy, which recognises that our duty of
care extends to our people’s physical and
mental health.

Ensuring compliance

We ensure our polices are widely
communicated, through inductions for
new employees, internal training sessions,
site notice boards and via our intranet.

HS&S advisors are aligned to each business unit,
to provide support and advice. They visit sites
regularly to ensure compliance with policies and
procedures, and produce a Safety, Security and
Environmental Report, which is communicated
to appropriate levels in the business through
adatabase. Any non-compliance identified
requires a corrective action plan, including the
date by which it will be completed. Statistics

and trends in non-compliance are reported to
business unit and divisional Board meetings

Key Performance Indicators

51

reportable RIDDOR accidents
(2018:59)

104,386

Safe Behaviour Discussions
(2018:90,661)

433

employees completed ‘Challenging
Beliefs, Affecting Behaviour’ training
(2018:957)

1,746

director health, safety and
sustainability tours
(2018:1,898)

1

prohibition or improvement
notices received
(2018:0)

each month. Health and safety performance
is also discussed regularly at all levels of the
business, from business units to Board level.
Further assurance is provided by audits
against the requirements for OHSAS 18001,
the standard for Occupational Health and
Safety Management.

Performance

The Group maintained its health and safety
performance, with the Accident Frequency
Rate maintained at 0.11(2018:0.11) and a
reductionin the Accident Incident Rate to
2.48(2018:2.64).

A Prohibition Notice was issued to our specialist
subcontractor for unsafe working on one of our
projects. We were simultaneously issued with
an Improvement Notice to review of our health
and safety arrangements. The matter was
promptly addressed and closed with the Health
and Safety Executive. Furthermore, a detailed
internal Corrective Action Plan was developed.

Service strikes have been anissue for the
industry. Linden Homes has organised a
working group chaired by its Chief Executive,
and with representation from site operatives
and site-based supervisors from across

the business to identify trends in this area,
with the findings to be distributed via SHELT.
Partnerships & Regeneration issued golden
rules for detecting, protecting and avoiding
service strikes. In Construction, enhanced
measures are being developed for plant
movements and falling objects to provide
more robust control including the use of
innovative virtual reality training.
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Operating sustainably
continued

é% Health and safety

Ensuring employee wellbeing is key in
so many ways — not only is it the right
thing to do but it also means we can
be more successful as an organisation.
It makes us more attractive as an
employer, so we attract and retain a
talented, healthy and engaged team.

Vicky Wilson
Wellbeing Lead

Safety tours by directors are animportant
part of providing visible leadership, with each
director required to complete at least 12.
During the year, we completed 1,746 tours
intotal (2018: 1,898).

Initiatives

Devolving responsibility for health and safety
through SHELT has delivered a number of
benefits. These include enabling them to tailor
standards and systems to suit their business
needs and risks, faster decision-making, closer
relationships between the business units

and the HS&S team and improved standards
across sites.

Each of the businesses has worked to adapt
our Challenging Beliefs, Affecting Behaviour
safety programme during the year. For example,
Linden Homes developed ‘Think Safe-Act

Safe’ training material and adapted it for
presenting to our supply chain. Partnerships &
Regeneration introduced a number of changes,
including adding new material to training
modules and new tools for coaching and
developing a module aimed at engaging the
workforce. Construction has developed an app
and website to make accessing information
easier and for sharing best practice.

Top Electronic site boards are one channel we use
to communicate key information to staff.

Above and left Senior management Board visits
enable us to demonstrate the importance we place
on health, safety and wellbeing.

The businesses also introduced a range of
other initiatives in the year. Linden Homes
produced an HS&S operations manual specific
to housebuilding and implemented an OHSAS
18001 compliant management system. The
business identified key training requirements
for specific disciplines, resulting in a significant
increase in training, and developed an electronic
site induction. Its plans for 2020 include
ensuring compliance with the operations
manual, enhancing the safe behaviour culture
and increasing mental health awareness.

Construction continued to roll out its virtual
reality training for health and safety, with
interactive films covering underground
services, the plant/pedestrian interface and
falling objects. This initiative was awarded
Best Use of Technology: Health, Safety &
Wellbeing at New Civil Engineer magazine’s
Techfest. The key initiative for 2020 s to
streamline the business management system,
fully incorporating health and safety into the
business’s operational requirements. Wellbeing
will also be a continued focus. Construction
has appointed a new wellbeing lead and was
shortlisted for the Mates in Mind Impact
Awards, with its Assurance Director receiving
the inaugural Individual Champion Award.



Our people

Key Performance Indicators

13,975

training days delivered
(2018: 14,388)

2.69

training days per employee
(2018:2.62)

17.5%

employee churnrate
(2018: 16.6%)

5,184

employees at the year end
(2018:5,485)

5.5%

of the workforce are
graduates/trainees/apprentices
(2018: 7.6%)

There is strong competition for
talented people across our markets.
We therefore look to continually
improve our employee offering, so we
attract and retain talented people,

and are able to develop our people
across the organisation through defined
career paths and succession planning.

Our policies

Our Code of Conduct, entitled Doing the Right
Thing, defines the behaviours we expect in
the workplace, the strong ethical standards
we adhere to and how we make decisions
that maintain our integrity. It applies to our
employees and our supply chain partners, and
was refreshed during the year. We also have a
range of supporting policies, covering areas
such as recruitment; parental leave; equality,
diversity and inclusion; flexible working; and
learning and development These provide
specific rules governing how we manage our
people and what they can expect from us.

Ensuring compliance

We make all of our people aware of our policies
onjoining, within contracts of employment,
inductions and new starter packs, and make
the policies available through our intranet.

Any new or updated policies are communicated
through news alerts.

Bottom Our Chief Executive Graham Prothero
shares his ambitions for the Group, progress
and priorities at his annual roadshow, as well as
focusing on key themes such as doing the right
thing, our people and innovation.

= e

Our people canraise issues of non-compliance
with their line manager or Human Resources
(HR). We also have an independent
whistleblowing line, which allows people to
report concerns anonymously. An authority
and approvals matrix gives HR and senior
management sight of offers of employment
and other areas requiring approvals, such as
expenses claims. HR input into disciplinary,
grievance or redundancy situations ensures
that managers follow the appropriate policies.

We have a number of online compliance training
modules, which ensure people understand our
values and how to deal with ethical dilemmas.
Completion of these modules is monitored
weekly and followed up where needed.

Performance

The employee churnrate is a key performance
indicator for the Group and shows the
proportion of our employees who voluntarily
leave during the year. It was 17.5% for 2019,
compared with 16.6% in 2018.

The Group delivered a total of 13,975 training
days during the year (2018: 14,388), the
equivalent to 2.69 days per employee
(2018:2.62).

Initiatives

Our businesses face a number of people-related
issues, including tackling skills shortages,
succession planning, attracting and retaining a
diverse workforce (see overleaf) and the
potential for a Brexit-related decline in

EU workers. To meet these challenges,

they implemented a wide range of initiatives
during the year, which are described in the
Business reviews on pages 38 to 45.
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9%
L

Our new Employee Forum will provide
afantastic communication channel
between individuals in each of our
businesses and the Board, enabling us
to strengthen the employee voice at
Board level and ensure our people

can shape the way we work.

Terry Miller

Senior Independent Director and
Chair of the Employee Forum

Below and left Board visits to site and our
Employee Forum are just two ways in which
the Board engage with our teams.

Additionally, the introduction of our Employee
Forum will ensure the employee voice is
represented at Board level. Weintend torun a
pulse employee survey in the 2020 financial
year that will combine with this to ensure we
are responsive to employee feedback.

Our Stakeholder Steering Committee also
reviews and manages relationships with the
Group’s key stakeholders including current
and potential staff, collating their views and
reporting these views to the Board.

We were delighted to be recognised

as both a ‘Top Graduate Employer’

and ‘Top Apprentice Employer’inthe
Construction & Civil Engineering sector,
once again appearing in TheJobCrowd'’s
league table - the UK's only graduate
and apprentice employer ranking
system based on employee feedback.

Graham Prothero
Chief Executive
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Operating sustainably
continued

22 Our people

We have built a highly-talented team
so when we moved offices we wanted
to make it a seamless transition and
retain our staff. We introduced flexible
working between 7am to 7pm with
core office hours from 9:30am to
4pm. Theideais to give everyone

the ability to plan their working

days to best suit their out-of-work
commitments. The arrangement

has been areal success.

Stuart Brodie

Regional Managing Director
Partnerships & Regeneration
London South East

Diversity and inclusion

To be successful, we draw on adiverse range
of skills and talents, and look to recruit from all
sectors of the community. We firmly believe
that every employee has an equal right to
opportunities within the Group and we reward
employees based on merit. We value difference
and promote respect and dignity for all
regardless of anindividual’s race, colour,
religion, nationality, ethnic origin, gender,
sexual orientation, age or any other attribute
or quality. All our people must complete a
refreshed course covering ‘Diversity in the
Workplace’ when joining the business.

This year we sponsored the Women in
Construction Summit hosted in London,
2018'’s Inspire Summit which encourages
women into our industry, and the Womenin
Property National Student Awards. We are
proud to be a Disability Confident Employer,
an accreditation given to organisations that
pledge to actively seek out and hire skilled
disabled people, and to positively change

Gender balance

Above Each Galliford Try Partnerships Skills Academy
is designed to encourage people who are no longer in
the education system and who are not working or being
trained back into work by offering work placements,
full-time employment and apprenticeships.

Right Our Agile Working programme empowers our
employees to choose how they work and when they
work, allowing us be a more inclusive employer
attracting a more diverse workforce.

attitudes, behaviours and cultures, within their
businesses, supply chain and local communities.

Our progress was noted by the Investorsin
Diversity (liD) standard by the National Centre
for Diversity, which conditionally awarded

our Highways team with its accreditation.

Anti-bribery and corruption

Our policy

Our approachis governed by our Corruption
and Fraud Prevention Policy and Guidelines.
This makes clear our zero tolerance approach
to bribery, corruption and fraud of all kinds
when dealing with clients, suppliers or any other
partners, and describes the obligations for

all our people to meet the expected standards
of conduct and to report any suspected

policy breaches.

Ensuring compliance

Our approach to anti-bribery and corruption
and to gifts and entertainment is explained in
our refreshed Code of Conduct, which has been
distributed to all of our people and the supply

We aim for gender balance at all levels within the Group.

Gender! Ethnicity
Male Female White BME?! Unknown
Senior grades? 233 26 192 6 61
Otheremployees 2,601 1,324 2,881 238 1,806
Total 3,834 1,350 3,073 244 1,867

1 Black and minority ethnic.

2 Senior grades are defined as senior managers and directors, excluding Board directors. See pages 54 and 55
for information on the Board’s composition and gender diversity.

chain. Every six months, management across
the Group are required to sign a declaration

to the Chief Executive that the people they are
responsible for are aware of the policy and the
Code of Conduct, comply with their contents,
and that any issues have been reported.

Every three years, all employees must complete
an online course on the Bribery Act, which is
also a topic covered in employee inductions.
Any employees not completing mandatory
courses are escalated to the Executive Board.

We require any suspicious activity to be
reported either through the advertised
whistleblowing line or to legal services.

We subject our internal control systems

and procedures to regular audits, to provide
assurance that they are effective in countering
bribery and corruption.

Performance
No material issues were reported or identified
through our audits.

We have a 99% pass rate for the Bribery Act
computer-based training course.

Initiatives

We keep everyone aware of their duty to
report any suspicious activity. We also need to
ensure we protect against identity theft and
cyber fraud. We therefore have ongoing
communications to remind our people to

do the right thing, including articles in the
employee magazine, posters and desktop
wallpapers about cyber security.



Environment and climate change

Waste per £100,000 revenue
(tonnes of construction and demolition waste)

10.

Actual Actual Actual
2017 2018 2019

Carbon dioxide equivalent emissions

47,978

B Scope 1: Fuel
B Scope 2: Electricity

Actual Actual Actual
2017 2018 2019

1 Carbon dioxide equivalent emissions are reported
by calendar year and since 2014 have been
externally certified to ISO14064-3. Emissions
cover all those arising from our fleet, gas and
electricity in all offices and sites and all other fuel
used directly (for example diesel on site) as per the
Greenhouse Gas Protocol definitions of Scope 1
and 2 emissions (including our share of emissions
from joint ventures).

We are committed to effectively
managing our environmental
performance, so we minimise the
impact of our business processes
on the natural environment and
the community at large.

Our policies

We have an Environmental Policy, which

sets out our commitment to integrating the
assessment, management and control of
environmental issues into the management of
our business. We also have an Energy Policy,
which recognises the impact of energy use on
climate change and commits us to effectively
and efficiently managing our energy use, and

a Biodiversity Policy, which commits us to
protecting and, where appropriate enhancing,
biodiversity during our construction activities.
Our Responsible Sourcing Policy requires us to
consider our preferred suppliers’ environmental
impacts, among other issues.

Ensuring compliance

We identify, manage and mitigate our
environmental impacts from project to
business level through our ISO 14001
certified management system. We make
our people aware of our policies through
our intranet, new employee inductions
and environmental training.

890

employees completed environmental
training (2018: 797)

95%

of construction and demolition waste
diverted from landfill (2018: 97.1%)

1.54

tonnes of Scope 1 and 2 carbon
dioxide equivalent emissions per
£100,000revenue (2018 1.4)

0

environmental prosecutions or
fixed penalties (2018: 0)

Compliance with our environmental policies

is assessed through the same process as for
health and safety, which is described on

page 47. We also monitor performance using
key performance indicators (for example
covering waste and timber), which are regularly
reviewed and variations investigated.

Any incidents or visits (for example by the
Environment Agency) are logged in databases
and reported to divisional Boards each month.

Performance

We were pleased to reduce our waste per
£100,000 from 11.4 tonnes per year to 10.4,
and 95% of waste is diverted from landfill.

While there was an increase in our Scope 1
and 2 carbon emissions (intensity of 1.54

up from 1.4 in 2018), this was solely due to
consumption of on-site fuel, in particular,
some large remote infrastructure projects.
When these are excluded from our carbon and
cost performance metrics, the performance
improvement in terms of carbon dioxide
emissions is akin to performance reported
over the last few years. We still had a reduction
of carbon dioxide equivalent emissions of

55% from 2011 (2018: 58%).
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@
92.1%

of timber supplied with FSC®/PEFC
certification (2018: 92.5%)

98.4%

of timber verified as coming from legal
and sustainable sources (2018: 99.8%)

Initiatives

The businesses have continued to work hard

to improve their environmental performance.

In Linden Homes, the new operations manual,
management system, training programme and
electronicinduction also cover environmental
matters and are described under health and
safety on page 47. The Group has moved to a
renewable energy provider for office electricity,
which will save more than 900 tonnes of carbon
dioxide emissions. In addition, Construction

and Partnerships have continued to participate
in the National Community Wood Recycling
Project, which reuses or recycles waste wood.
The business also takes part in the Community
RePaint Scheme, which distributes unused paint
to people, communities and charities in need.

Biodiversity net gain will be amandatory
requirement under the forthcoming
Environmental Bill and will require developers
such as Linden Homes and Partnerships &
Regeneration to ensure wildlife habitats are
left measurably better than pre-development.
This will be afocus area for 2020, along with
continuing to reduce carbon dioxide emissions
and managing waste. The Group will also look
to ensure it continues to comply with the
Energy Saving Opportunity Scheme.
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Operating sustainably
continued

Humanrights and
the supply chain

As a housebuilding, regeneration and
construction business operating in the
UK, the key human rights risk associated
with our business is slavery and human
trafficking. The main areas of our
business that could be affected are
our directly-hired employees, agency
workers working onour behalf,
subcontractor operatives working
onour sites, and the workforce of

our supply chain who supply materials
to our business.

Our policies

Our Code of Conduct sets out our commitment
to upholding human rights and to taking steps
to prevent slavery and human trafficking.

Our annual Modern Slavery and Human
Trafficking Statement sets out the procedures
we employ to mitigate these risks among

our own employees, agency workers,
subcontractors and the supply chain. The
Responsible Sourcing Policy also requires

our preferred suppliers to have policies and
procedures that protect employee rights.

Ensuring compliance

We verify our employees have the right to
work inthe UK and make them aware of
their rights and entitlements through our
employee handbook.

We aim to engage only with agency workers
on a preferred supplier list, who ensure their
workers have the right to work in the UK,
who do not charge workers a work-finding fee
and have procedures to minimise the risk of
recruiting forced or compulsory labour.

We work with subcontractors who share our
values and procure the majority of our directly
sourced materials from UK-based organisations
that are required to comply with UK laws on
forced labour.

Our whistleblowing procedure allows any
employee or third party to confidentially
raise aconcern.

Performance

We are not aware of any human rights issues
inour own business or the supply chain.

Social and
community matters

We recognise that our business can
have both positive and negative
impacts on society as awhole and the
communities around our sites. We look
to manage our impacts to maximise the
overall value we create.

Our policies

Our Sustainability & Social Value Policy sets
out our commitment to assessing sustainability
risks and opportunities, and taking appropriate
steps to mitigate negative impacts and enhance
positive impacts. Our Code of Conduct also
explains our approach to being a good
neighbour and the requirement to treat

all our stakeholders with respect, courtesy

and consideration.

Ensuring compliance

The businesses have a range of mechanisms for
identifying and managing community impacts.
These include sustainability steering groups,
sustainability route maps, planning (for example
covering community benefits and social value),
and dedicated roles covering areas such as
corporate responsibility and community liaison.
Partnerships & Regeneration has a project-
specific approach to community and social
value, setting targets and key performance
indicators in line with its client or partner’s
requirements and reporting to the business
unit executive on a monthly basis.

We also take part in the Considerate
Constructors Scheme (CCS), which assesses
sites on criteria including being considerate of
local neighbourhoods and the public.

Performance

The Group achieved an average CCS score of
39.2(2018: 37.4), which continues to exceed
the industry average. We also won 25 CCS
awards this year. We donated £258,769 in time,
materials and money to charitable causes
(2018: £487,000).

We were pleased that charity CRASH, which
assists homelessness and hospice charities with
construction-related projects, honoured our
support over the last 20 years as a Patron
Partner, at the Annual Patrons’ Reception &
Above and Beyond Awards in June.

We also contribute to communities by spending
asignificant portion of our turnover with
subcontractors, most of which are local small
and medium-sized enterprises.

Initiatives

There are anumber of initiatives under way
across the Group. Examples include improving
employment prospects for young people
through our training schemes, and community
volunteering, with each employee entitled to
take two days of paid leave each year. In total,
our people took 337 days to volunteer during
theyear.

Above We recognise the importance of our
stakeholders’ views and actively listen and
respond to their concerns at all levels of the
organisation. Engagement is extensive and
tailored at both project level and at Group/
divisional level.



Non-financial information statement

The information required to be included in our
non-financial information statement, under
sections 414CA and 414CB of the Companies
Act 2006, can be found in the following places
inthe Strategic report:
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Location
Business mo