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Building homes to be proud of by
putting customers at the heart of
everything we do. Bellway is committed
to being a responsible homebuilder,
operating our business in an ethical
and sustainable manner whilst creating
long-term value for the benefit of

our customers, people, suppliers,
shareholders and the wider community.
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WE'RE DRIVING
GROWTH THROUGH
DISCIPLINED

LAND INVESTMENT

Disciplined land investment is supporting our growth plans, with
19,089 plots* contracted at an attractive rate of return, for a total Q

contract value of £1,300.3 million®.

@ Read more on page 5

New Homes Quality
Code (NHQC)

As a Group, we are proud to have early

adopted the New Homes Quality Code N EW
from October 2022. Compliance with

the code is built into our Better with H O M E S
Bellway strategy. Q U Q I_ | —l—Y
@ Read more on page 74

Divisional Structure

Our divisional structure allows
local management teams to use
their detailed local knowledge and
respond to specific demands in
their area.

@ Read more on page 7
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About Us

Financial and Strategic Highlights

STRONG FINANCIAL
PERFORMANCE

Summary
Strong land bank and resilient balance sheet provide platform for growth and strategic flexibility.

Year ended Year ended

31 July 2022 31 July 2021 Movement
Revenue £3,536.8m £3,122.5m +13.3%
Gross profit (underlying) £787.0m?? £651.9m?3 +20.7%
Gross margin (underlying) 22.3%%* 20.9%%3 +140 bps
Operating profit (underlying) £653.2m?? £531.5m?? +229%
Operating margin (underlying) 18.5%%* 17.0%23 +150 bps
Profit before taxation (underlying) £650.4m?*  £530.8m?2? +22.5%
Earnings per share (underlying) 420.8p** 350.9p%3 +19.9%
Net legacy building safety expense £346.2m £51.8m +568.3%
Profit before taxation £304.2m £479.0m (36.5%)
Earnings per share 196.9p 316.9p (37.9%)
Proposed total dividend per share 140.0p 175p +191%
Net asset value per share 2,727p? 2,664p° +2.4%
Net cash £245.3m? £3303m? (25.7%)
Land bank (total plots) 97,706° 86,571° +12.9%
RoCE (underlying) 19.4%23 16.9%%3 +250 bps

Record housing output and revenue delivered
with further underlying margin improvement

e Total revenue rose by 13.3% to £3,536.8 million

(2021 - £3,122.5 million, 2020 - £2,225.4 million),

a record for the Group.

Housing completions grew by 10.5%, and ahead of our
ambitious target, to a record 11,198 homes (2021 - 10,138,
2020 - 7522).

Strong underlying demand across the country, with a 6.9%
increase in the overall reservation rate to 218 per week
(2021 - 204, 2020 - 178).

e Underlying profit before taxation rose by 22.5% to
£650.4 million?® (2021 - £530.8 million, 2020 - £309.3 million).

e Resilient balance sheet, with year-end net cash of
£245.3 million? (2021 - £330.3 million, 2020 - £1.4 million) and
low adjusted gearing, inclusive of land creditors, of 4.4%?
(2021 - 3.8%, 2020 - 11.4%).

¢ Proposed total dividend per share growth of 19.1% to 140.0p
(2021 - N7.5p, 2020 - 50.0p), representing dividend cover of
3.0 times?® underlying earnings. As previously announced,

the Board intends to progressively reduce dividend cover
to around 2.5 times?® underlying earnings by 31 July 2024.

Further improvement in the underlying operating margin to
18.5%22 (2021 - 17.0%, 2020 - 14.5%), driven by improved site
operating efficiency, management of cost pressures and
completions from more recently acquired land.

All figures relating to completions, order book, reservations, cancellations and average selling price exclude the Group's share of its joint ventures unless otherwise stated.

Bellway uses a range of statutory performance measures and alternatives performance measures when reviewing the performance of the Group against its strategy.
Definitions of the alternative performance measures, and a reconciliation to statutory performance measures, are included in note 28.

Underlying refers to any statutory performance measure or alternative performance measure before net legacy building safety expense and exceptional items (note 2).

Includes the Group's share of land contracted through joint venture partners comprising 237 plots (2021 - 882 plots, 2020 - 203 plots), with a contract value of £12.7 million
(2021 - £39.2 million, 2020 - £15.3 million) across 1 site (2021 - 2 sites, 2020 - 1 site).

Includes the Group's share of land owned and controlled through joint venture partners comprising 962 plots (2021 - 938 plots, 2020 - 472 plots).
As measured by the Home Builders’ Federation using the eight week NHBC Customer Satisfaction survey.

Total scope 3 emissions are reported in line with the targets validated by the Science Based Target initiative, and exclude category 11b (use of sold products - indirect)
Categories 8, 9,10, 14 and 15 are not relevant to the Group.

Comparatives are for the year ended 31 July 2021 or as at 31 July 2021 ('2021') or are for the year ended 31 July 2020 or as at 31 July 2020 ('2020") unless otherwise stated.
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CLEAR STRATEGIC

PRIORITIES

Strengthened land bank supports outlet growth
and underpins long-term growth ambitions

e Another year of disciplined land investment in high quality
locations, with 19,089 plots* (2021 - 19,819 plots, 2020 - 12,124
plots) contracted at attractive rates of return, for a total
contract value of £1,300.3 million* (2021 - £1,066.0 million,
2020 - £777.7 million).

e Additional investment in our strategic land team, resulting in
the strategic land holdings growing further to 35,600 plots
at 31 July 2022 (2021 - 30,400 plots, 2020 - 27,300 plots),
providing scope for longer-term outlet and volume growth.

e In total, our overall land bank, comprising 97,706 plots®
(2021 - 86,571 plots, 2020 - 72,361 plots), provides scope to
increase the number of sales outlets in the second half of
the current financial year and beyond, notwithstanding
ongoing sector-wide delays in the planning system.

e The strengthened overall land bank enables the Group to
reinforce its disciplined financial land buying criteria in the
year ahead, while retaining its long-term capacity to grow
volume output to over 16,000 homes per annum.

Better with Bellway - our long-term commitment
to sustainable business practices

e |In March 2022, we launched Better with Bellway, our new
sustainability strategy. The strategy covers eight priority
areas, each with their own targets and headline KPIs,
aligned to the underlying operations of the business.

e Commitment to significantly reduce carbon emissions,
with ambitious targets aligned to the Paris Agreement,
which go beyond the requirements of the Future Homes
Standard. Our carbon reduction targets have recently been
validated by the Science Based Target initiative (‘'SBTT').

e Sustained focus on build quality and customer satisfaction
through our ‘Customer First’ programme is reflected by
Bellway retaining its position as a five-star® homebuilder for
the sixth consecutive year.

e Aiming to be an Employer of Choice by retaining our
people and attracting the best talent from across the
industry. We are delighted with the results from our recent
employee engagement survey in which 95% of colleagues
said they would recommend Bellway as ‘a great place
to work’.

e \We have provided an additional net £346.2 million in
relation to legacy building safety, as an adjusting item,
mainly as a result of the Group’s commitment to the
Building Safety Pledge (the ‘Pledge’) in April 2022 and the
Developers' Pact with the Welsh Government, earlier this
month. This primarily comprises a net £326.6 million charge
in the second half, which is in line with previous guidance.
The total amount set aside in relation to England, Scotland
and Wales since 2017 is £513.7 million, demonstrating our
continued commitment to act responsibly with regards to
building safety.

Proficient remediation of legacy schemes to be completed
through our new Building Safety division, led by a recently
appointed Managing Director and supported by an
experienced team. This division is separately resourced so
as not to detract from day-to-day operations and growth
prospects elsewhere in the Group.

Current trading and growth outlook

Bellway entered the new financial year with a strong
forward order book. We have also increased our investment
in work-in-progress, although this is weighted towards
earlier stages of production and stock available for sale is
currently lower than the prior year.

Elevated demand since the start of the pandemic has
moderated and in the nine weeks since 1 August, weekly
reservations were 191 per week (1 August to 3 October 2021
- 218 per week, 1 August to 4 October 2020 - 239 per week),
a decrease of 12.4% compared to the equivalent period in
the prior year.

The Group retains a strong forward sales position with a
value of £2,093.8 million? as at 2 October (3 October 2021 -
£1,966.3 million, 4 October 2020 - £1,869.6 million). The order
book comprised 7,257 homes (3 October 2021 - 6,731

homes, 4 October 2020 - 6,624 homes), of which 71% were
exchanged (3 October 2021 - 62%, 4 October 2020 - 62%).
While Bellway entered the year with a strong forward order
book, given the backdrop of rising interest rates and wider
economic uncertainty, the Board currently expects to
deliver volume at a similar level to the prior year. The final
outturn will be dependent on the autumn and spring
selling seasons and the Group will prioritise its strong
disciplines in relation to both margin and quality of profit.
Pricing has remained firm and we anticipate an overall
average selling price of around £300,000 (2022 - £314,399)
in the current year. The moderation from 2022 primarily
reflects a higher proportion of social housing completions.
Given the current economic backdrop, the range of
potential outcomes for underlying operating margin in
financial year 2023 is wider than the prior year. The result
will be partly supported by our substantial order book

and, assuming current prices and volume output similar to
last year, we expect the underlying operating margin for the
current financial year to be over 18%2°.

Over the long-term, the Group has significant capacity to
deliver further increases in output. Our growth will continue
to be disciplined, while maintaining the high standard of
our product, and a clear focus on delivering value creation
for shareholders.

The combined strength of our balance sheet, land bank
and order book provide strategic flexibility to respond

to changes in the housing market, the long-term
fundamentals of which remain strong. There is a shortage of
high quality, energy efficient and affordable homes across
the country and Bellway will continue to play an important
role in increasing housing supply in the years ahead.
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About Us

Who We Are

OUR THREE
BRANDS MEET
THE NEEDS OF
OUR CUSTOMERS

Our brands represent our commitment to the different needs
of our customers. We understand that buying a home is one of
the biggest decisions you will ever make and each brand offers
choice, whilst ensuring a consistent level of service.

Bellway

Bellway is our main brand. Bellway began as a small

family business in 1946, with a passion for building high 9 371
quality homes in carefully selected locations inspired by 1
the needs of families. To this day, we maintain these same

core values, combining our decades of expertise with the
local personalised care that Bellway is known for.

Homes sold

/\shberry

The Ashberry brand was launched in 2014 and is offered
on larger sites, typically alongside our Bellway brand, 9 66
to provide two differentiated outlets, using different
elevational treatments and internal layouts, and therefore
offering greater customer choice. This has the advantage
of improving sales rates, often more than can be achieved
through using two Bellway outlets.

Homes sold

Bellway |London

Bellway London was launched in 2018 to provide the
London market with a modern and consistent identity 8 61
that is recognisable across the capital. This covers all our
developments in London boroughs, with our main focus
being outer London boroughs and commuter towns
within the M25. Properties range from one-bedroom
apartments to four-bedroom houses.

Homes sold

R
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Our Structure

We currently operate from 22 divisions
covering the main population centres
across England, Scotland and Wales.

Our divisional structure allows local
management teams to respond to specific
demands in their area and, through their
detailed local knowledge, acquire land
on which to design and build homes

that meet the high expectations of our
customers and contribute to creating
strong local communities.

The divisional teams are supported
by our Regional Chairmen and by our
specialist Group teams.

22 divisions

covering the main population centres
across England, Scotland and Wales

3,042 people

employed in the Group as at 31 July 2022

Divisional Office Locations

Not to scale

WE'RE GUIDED
BY A CLEAR
PURPOSE

Our aim is to operate our business in an ethical
and sustainable manner, while at the same time
building attractive, desirable and sustainable
developments where customers want to live in
harmony with existing communities.
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WE'RE NOT JUST

BUILDING HOMES,

WE'RE BUILDING
COMMUNITIES

Here at Bellway, we're proud of the 5-star®* homebuilder award we
received in the HBF's most recently published eight-week survey, but
our aim is to go further. Our Customer First programme will build on
our previous success and equip us as we look to exceed our existing
levels of customer satisfaction.

@ Read more on page 21.
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Artisan Design

A standardised suite of house
types has enabled us to be more
efficient and control our costs,
while continuing to produce
consistently high quality,

desirable, energy efficient homes.

Putting our
customers first

Our Customer First programme
is designed to put the customer
at the heart of everything we do.
A key element of this is ensuring
we communicate with our
customers well. We have made
a commitment to respond to all
customers as quickly as possible.
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Employer of Choice

In our third Employee Engagement
Survey in July 2022, 95% of staff
would recommend Bellway as

‘a great place to work’.

95%

of staff would recommend
Bellway as a ‘great place to work’

Aspiring for better

Although we are happy to receive such a high
rating from our customers, we want to do better.
Our focus is on increasing our year-on-year score
in the 9-month NHBC survey, achieving at least
90% by July 2026.

90% target

to be achieved in 9-month NHBC survey by 2026

©,
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Strategic Report

Principal KPIs

The Group has ten principal KPIs, which are shown below. Our secondary
performance measures, which support these KPIs, are shown on pages 16 to 21.

Number of homes sold (homes) 10138 1,198

Net asset value per 2664 2727

ordinary share (p)? 2,427

F

2020 | 2021 2022

This KPI demonstrates how well the business model is able to
support the Group's strategy of delivering volume growth.

Operating profit (Em) 4797

309.0

2020 | 2021 2022

The Directors consider net asset value per ordinary share (‘NAV’) to
be a useful proxy when reviewing whether shareholder value, on a
share by share basis, has increased or decreased in the period.

Underlying operating profit (Em)@® 653.2
5315

3217

P

2020 | 2021 2022

2020 | 2021 2022

Operating profit is another measure of how efficiently the business is being operated and of the profitability of the Group's core business.
The underlying operating profit is one of the measures used to determine the Directors’ annual bonus payment. Underlying operating profit

is before net legacy building safety expense.

Operating margin (%)? 154

8.7

Underlying operating 7o 185
margin (%)?? 145

F

2020 | 2021 2022

2020 | 2021 2022

Operating margin demonstrates how efficiently the business is being operated. Underlying operating margin is before net legacy building

safety expense.

Return on capital employed (%)? 152

9.2

Underlying return on capital 19.4
employed (%)@

2020 | 2021 2022

2020 | 2021 2022

Return on capital employed (‘RoCE') is a key indicator of how we are delivering our strategy of building shareholder value, which is reliant on land
acquisition and the subsequent performance of our developments. Underlying RoCE uses the underlying operating profit as defined above.

Earnings per ordinary share (p) 3169

196.9

Total dividend per 140.0
ordinary share (p) 175

500

2020 | 2021 2022

Earnings per ordinary share (‘EPS’) is a useful measure of how
profitable Bellway is, year on year.

10 Bellway p.l.c. Annual Report and Accounts 2022

2020 | 2021 2022

This is another useful indicator of how the Directors are delivering the
strategy of generating shareholder value, particularly when combined
with NAV. Note that the 2022 final dividend figure is proposed.



The Introduction of the Better with Bellway strategy during the year has led to the ESG
KPlIs previously reported to be revised. The Group now has ten headline KPIs mapped to
our Better with Bellway strategy, those which are currently reportable are shown below.

Read more on pages 34 to 64.

Better with Bellway KPIs
Customers and Communities

HBF 9 month survey score (%) 799 821

82.1%

+2.2ppt
R

2021 2022

This KPI shows the Group's commitment to customer service,
with the long-term aim to achieve a 90% score by July 2026.

Carbon Reductions

Scope 1 and 2 emissions (tonnes) 19484 15 405

18,405 tonnes

(5.5%)

2021 2022

Demonstrates how the Group is working towards reducing our
carbon emissions, in line with our pledge to reduce scope 1and 2
emissions by 46% in absolute terms by July 2030.

Building Quality Homes, Safely
RIDDOR score

359.98 incidents

(7.0%)

33649 359.98

2021 2022

Number of RIDDOR seven-day reportable incidents per 100,000 site
operatives. We aim to reduce the average RIDDOR rate measured
over a three-year period to under 305 incidents by July 2024.

Charitable Engagement
CRUK fundraising total (Em) 2.56

£2.56m

+£610K

2021 2022

This KPI indicates the cumulative fundraising total for our charity
partner Cancer Research UK since 2016, with the target to raise
£3 million by December 2023.

Note:

#  Link to remuneration - see pages 106 to 125.

Employer of Choice

Employees who would recommend
Bellway as ‘a great place to work’
3 year average score (%)

93.0%

2022

This KPI shows the average percentage of employees that stated
they would recommend Bellway as ‘a great place to work' in our
Employee Engagement Survey over a three-year period.

Scope 3 emissions (tonnes CO,e per m?) 1.94

1.94 tonnes

2022

The Group is committed to reduce scope 3 GHG emissions by 55%
per square metre of completed floor area by July 2030, against FY19
baseline of 1.94 tonnes.

Applicable employees trained 69
on Group Fire Safety Policy (%)

69%

2022

This KPI demonstrates the Group’s commitment to fire safety,
we have identified additional individuals for training in FY23.

Resource Efficiency

Waste per home built (tonnes)

8.3 tonnes
(6.7%)

2021 2022

Shows the Group's commitment to resource efficiency, we aim to
reduce waste per completed unit by 20%, to 7.1 tonnes by FY25.

Bellway p.l.c. Annual Report and Accounts 2022 n
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Strategic Report

Investment Case

GROWING VALUE FOR
OUR SHAREHOLDERS

Bellway's strategy is to grow shareholder value through sustainable and
disciplined volume growth, utilising the Group’s operational and balance sheet
capacity combined with a strong focus on RoCE. This is supported by our new
Better with Bellway strategy (read more on page 15).

Our award-winning homes

We build high-quality homes designed to complement
the style of existing local architecture in communities,
which meets local demand and enhances the area in
which they are built. With a range that extends from one-
bedroom apartments to six-bedroom family homes, we
offer an extensive choice from which customers can

choose a property that meets their individual requirements.

This is achieved via our Artisan Collection of standard
house types (more details on page 20). We also provide
affordable housing and homes to housing associations for
social housing.

Our focus is to provide desirable, traditional family housing
across all our divisions, and apartments in the more
affordable outer commuter zones of London.

raas B-star® homebuilder

?Eg Rating from the eight-week Home Builders’
f::“ Federation Customer Satisfaction survey

Our approach to land
and capacity for growth

Bellway's experienced land teams have developed a
programme of disciplined land investment, both in the
short-term land bank and the strategic land portfolio to
support our long-term growth ambitions.

We have maintained a focus on acquiring sites in desirable
locations where customers want to live and we consider
connectivity to transport links, while taking into account
our environmental impact. During the year we expanded
our strategic land team. This dedicated team of qualified
specialists, who are highly experienced in acquiring and
delivering land through the planning system, are overseen
by a central Group team. Their expertise is available to
assist landowners and development partners in ensuring
the delivery of planning permissions and to maximise the
value of land. Proactive land investment, along with a strong
balance sheet, ensures the Group is well placed to deliver
growth and our longer-term operating margin targets.




Better with Bellway

Sustainability is key to our business and our recently
launched sustainability strategy, Better with Bellway,
embodies our approach to responsible and sustainable
business practice. Our sustainable approach is not just an
add-on, it is a key part of our business strategy. It is what
we do daily, ‘putting people and the planet first'

0

BETTER WITH
Bellway

Better with Bellway addresses our key sustainability
risks and opportunities, ensuring that we are aligned to
® Read about our Better with Bellway strategy on page 15. national and international standards, and responding to
the views of our stakeholders.

Moday oibajens

Our customers
We aim to put customers at the heart of everything we do.

All of our customers are treated to the same high level of
customer service. Our high standard of service and build
quality is endorsed by our customers, with 9 out of 10
customers saying they would recommend Bellway to a
friend buying a new home as part of the eight week HBF
survey. Our Customer First initiative drives improvements in
quality and works to develop and share best practice across
the Group.

9 out of 10

customers say they would recommend Bellway
to a friend buying a new home.

Our people

Our people are the key to our success and we aim to
provide them with rewarding and fulfilling careers.

Bellway has long had a reputation as a good employer,
taking an interest in our workforce and supporting career
development. Results of our 2022 Employee Engagement
Survey show that 95% of colleagues would recommend
Bellway as ‘a great place to work’ and many employees
have spent a large proportion of their working lives with
us. However, we are not complacent and, as part of our
Better with Bellway strategy, we are striving to be an
Employer of Choice. We aim to create a safe, diverse,

and inclusive environment, as well as investing in and
upskilling our workforce.
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Strategic Report

Ouir Strategy

Bellway's strategy is made up of three pillars: delivering volume growth; value
creation for shareholders; and Better with Bellway; utilising the Group’s operational
and balance sheet capacity, combined with a strong focus on RoCE.

Strategic priorities

As set out in the Chairman’s Statement, to achieve our overall strategy we have identified the following three

strategic priorities:

# & Delivering pz
[
## yolume growth il

Value creation for
I shareholders

@ Better with Bellway

@ The metrics we use to measure our performance are on pages 10 to 11.

0 Delivering volume growth

Overview

Delivering disciplined volume growth through our national
divisional structure, selecting the right land and managing
the planning process.

A summary of our performance against this strategic priority,
along with our plans for further progress, is detailed below.

How we performed in 2021/22

e Our disciplined approach towards land acquisition has led
to a significant investment in new sites and resulted in a
record land bank.
Bellway has performed well throughout the financial year,
benefitting from strong underlying demand across the
country for our high-quality new homes.
Volume output of 11,198 homes and housing revenue has
reached record levels.
e Sales demand remained strong across the country with

a 6.9% increase in the overall reservation rate.

Our plans for 2022/23

e We will continue to invest in strategic land, as it allowed us
to secure and control land with less capital investrent and
more flexibilities.

e We will maintain our current disciplined growth strategy,
whilst being mindful of market conditions.

e \We plan to open around 120 new outlets in the financial
year 2023.

14 Bellway p.l.c. Annual Report and Accounts 2022

,ﬁ Value creation for shareholders

Overview

Crucial to the success of our volume growth strategy is our
ability to deliver value for shareholders. We believe that

value generation is best evaluated through capital growth
and by increasing the net asset value per share, together with
the payment of a regular dividend.

A summary of our performance against this strategic priority,
along with our plans for further progress, is detailed below.

Margin improvement

A key part of value creation is the steps we take to improve
operating margin.

How we performed in 2021/22

e \We have made further design improvements to the
Artisan standard house types including standardisation,
procurement efficiencies and optimisation of site layouts.

e \We have benchmarked Artisan build costs across all
divisions to drive cost efficiencies.

¢ \We have embedded a new margin improvement campaign
which now forms part of monthly cost reviews, whilst
sharing best practice and procurement efficiencies.

e \We have continued with our detailed programnme of value
engineering reviews across our sites and divisions.

Our plans for 2022/23

e We will continue to design and develop new standard
house types into the Artisan Collection.

e We will continue to benchmark Artisan build costs across all
divisions and perform monthly cost reviews.

e As our subcontractors become more familiar the Artisan
Collection we will drive opportunities to improve
build speed.



e We will expand our research and trial the use of innovative
new products, as part of our commitment to the Future
Homes Standard, net zero and carbon reduction.

e We will continue to develop and improve our software
to ensure that all employees are trained, supported
and developed.

Capital and dividend growth

Reinvestment of earnings into financially attractive land
opportunities, whilst maintaining a focus on RoCE, has led to
an increase in value for shareholders through a combination
of the ongoing growth in NAV and dividend payments.

A summary of our performance against this strategic priority,
along with our plans for further progress, is detailed below.

How we performed in 2021/22

e Bellway has continued to invest capital into land and
work-in-progress in areas with high demand, without
compromising the RoCE and margin requirements,
to ensure that the Group is well placed to deliver growth.

e Paid dividends of £157.2 million.

e Increased NAV by 2.4% to 2,727p? with the increase
achieved due to strong growth in the underlying earnings
and not withstanding a £346.2 million charge in the year in
relation to legacy building safety issues.

Our plans for 2022/23

e Our current strong land bank position allows us to reinforce
our disciplined land buying criteria, ensuring that we are
selective in the year ahead. We will still cautiously consider
land purchases to maintain operational certainty, but we will
contract fewer plots and we will reduce cash expenditure
on land.

e The dividend is determined following careful consideration
of capital requirements, as well as the Group's operational
capability to deliver further long-term volume growth. If the
final 2021/22 dividend is approved, the total dividend will be
covered by underlying earnings by three times?.

Focus on capital employed

Ensuring that our assets are used in the most efficient way to
deliver shareholder returns.

How we performed in 2021/22

e We have maintained our focus on balance sheet
management, with particular emphasis on large capital-
intensive sites and a drive to increase sales through the use
of the Ashberry brand.

e \We have maintained RoCE as a key assessment when
buying land.

¢ We have closely monitored and controlled our land
investment and work-in-progress.

Our plans for 2022/23

e \We will continue to maintain a focus on balance sheet
management, with particular emphasis on large capital-
intensive sites.

e We will continue to maintain RoCE as a key assessment
when buying land.

e We will continue to monitor and control investment in land
and work-in-progress.

Maintaining a flexible capital structure

We use a combination of cash, debt financing and equity
to provide us with access to finance in a balanced and
flexible way. This enables us to deliver our growth strategy
while managing the cash flow requirements of the business,
including delivering dividends to our shareholders.

A summary of our performance against this strategic priority
along with our plans for further progress is detailed below.

How we performed in 2021/22

e \We have maintained our current banking relationships.

e The Group has maintained its sterling US Private Placement
for a total amount of £130 million with maturity dates in 2028
and 2031.

¢ \We have appointed a Group IR Director to enhance our
current investor relations activities.

Our plans for 2022/23

e We will maintain our current banking and US Private
Placement relationships.

¢ We will develop our current investor relations activities with
the support of our recently appointed Group IR Director.

/) Better with Bellway

Overview

Sustainability is at the heart of our business and our new
Better with Bellway strategy embodies our approach to
responsible and sustainable business practice.

Our sustainable approach is not just an add-on, it is a key part
of our business strategy. It is what we do daily, ‘putting people
and the planet first'

Better with Bellway has eight strategic business priorities that
are designed to help Bellway thrive, now and into the future.
They put our long-term commitment to responsible and
sustainable practice at the core of our operational strategy.

Putting people first means prioritising our customers and the
communities we serve and create, by building quality homes.
It's about striving to become an Employer of Choice by
focusing on how we can upskill our workforce and nurture a
culture of inclusion where everyone is welcome and able to
reach their full potential.

Putting the planet first means delivering on our commitment
to build low carbon homes, reducing our own carbon
footprint and considering our customer’s carbon footprint,
while reducing and rethinking our use of resources to avoid
waste, minimise energy and water usage, whilst also sourcing
materials responsibly.

A summary of our performance against this strategic priority,
along with our plans for the future, is detailed on pages 34
to 64.
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Strategic Report

Our Business Model

The following timeline demonstrates how we create value from selecting land to

selling homes.

Our value chain

¢

Select the right land and manage the
planning process

@ Read more on pages 18 and 19.

Design desirable homes
and construct them safely

@ Read more on page 20.

What we do

e | and opportunities are identified by our divisional
and Group land and planning teams using their local
knowledge and contacts. A viability assessment and
appraisal is prepared by the division, which is assessed in
detail at divisional, regional and then Group level, where
the final decision is taken by the Executive Directors on
whether to purchase a site. Full Board approval may also
be required depending upon the value and nature of the
proposed acquisition.

¢ \We often secure land without the benefit of an
implementable detailed planning permission (‘DPP’),
typically brownfield sites with an outline planning consent
or on a ‘subject to planning’ basis. We use the expertise of
our land and planning teams to obtain DPP which thereby
reduces risks, adds value and enables higher returns.

Our land bank is comprised of three tiers:

i) Owned or unconditionally contracted land with DPP.

i) Pipeline of land owned or controlled pending DPP, with
development expected to commence within the next
three years.

iii) Strategic land, which is longer-term typically held
under option.

Our divisional and Group planning teams work closely
with local authorities and communities to obtain DPP

to construct homes which reflect local planning and
vernacular requirements. The divisional and Group
planning teams also progress a combination of medium-
term ‘pipeline’ sites and land from our strategic land bank
through the planning system.
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What we do

We construct a wide range of homes, with a focus on our
Artisan Collection of standard house types, to suit a variety
of customer budgets and lifestyles.

Within the Artisan Collection, there are numerous unique
designs which have been developed to adhere to differing
regional planning requirements. These standard house
types drive efficiencies during construction.

Our homes are built to a high standard in compliance

with specific building, technical and health and safety
regulations and other regulatory requirements, as well as to
our own high quality standards.

Our priority is the health, safety and wellbeing

of our employees, subcontractors and visitors to

our developments.

We strive to maintain long-term working relationships

with reputable subcontractors and supply chain partners
to reduce health and safety risks and to ensure the
commercial availability and quality of materials and labour.
We seek to ensure that we have suitable building materials
available at competitive prices to enable us to construct
homes to the high standards expected of us by our
customers, within budget and on time.

We closely monitor work-in-progress to ensure that build
rates are consistent with sales rates to avoid unnecessary
capital becoming tied up.



Selling homes and delivering an
excellent customer sales experience

@ Read more on page 21.

What we do

e Bellway provides excellent customer service from the
moment our customers decide to look for a new home
and throughout all stages of their journey with Bellway,
including the early years of home ownership.

¢ \We have dedicated customer care teams within each
division delivering high levels of customer service and
these are supported by both our Group Customer
Experience Director and Group Customer Care Director.

e Our Customer First initiative continues at pace to drive
future improvements to quality and customer service.

e Our retention of the HBF 5-star® homebuilder status for the
sixth consecutive year demonstrates our commitment to
providing the highest level of service to our customers.

e |n addition to the HBF survey, Bellway also engages with
our customers through Trustpilot where we actively invite
feedback from our customers on all elements of our service.

Better with Bellway

These eight business priorities are integral to
everything we do and drive the long-term success
of our business model.

Customers and Communities

[ T} ]
*2%  Putting customers and communities
at the heart of everything that we do.
- Employer of Choice
w g q
[ Creating an environment that our

colleagues can thrive in.

Carbon Reductions
Delivering low carbon homes.

Building Quality Homes, Safely

Quality and safety first for everyone.

Sustainable Supply Chain

Driving sustainability through
long-term partnerships.

Resource Efficiency
Designing out waste by building better.

Biodiversity
Protecting and preserving nature.

Charitable Engagement
Giving, to build better lives.

@ Read more on pages 34 to 64.
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Strategic Report

Our Business Model continued

x

Select the right land

Land opportunities are identified by our divisional and Group
land and planning teams using their local knowledge and
contacts. A viability assessment and appraisal is prepared by
the division, which is assessed in detail at divisional, regional
and then Group level, where the final decision is taken by
the Executive Directors whether to purchase a site. Full Board
approval may also be required depending upon the value
and nature of the proposed acquisition.

The number of large, long-term sites that we own s strictly
controlled to avoid having too much capital tied up or
concentrated in one location.

We often secure land without the benefit of an implementable
detailed planning permission (‘DPP’), typically brownfield sites
with an outline planning consent or on a ‘subject to planning’
basis. We use the expertise of our land and planning teams

to obtain DPP which thereby reduces risks, adds value and
enables higher returns.

We aim to increase the number of homes sold through
continued investment in land.

e The inability to source suitable land that meets our financial
and non-financial acquisition criteria, including minimum
gross margin and RoCE hurdle rates. There has been no
change to this risk during the year.

Where sites require planning consent it may take many
months to progress a parcel of land through the planning
process before we can start building and selling homes.

Our land teams are therefore focused on purchasing sufficient
sites to ensure that we have the necessary amount of land

to meet our short-term volume growth targets as well as a
pipeline of land for subsequent years. Bellway's solid, asset
backed balance sheet, substantial cash resources and
long-term committed debt financing arrangements have
enabled the Group to continue its front-footed, yet disciplined
approach to land acquisition.

Biodiversity

By building a significant number of quality homes
on brownfield land we are contributing to the
regeneration of areas in mainly urban locations.

Our land buying teams assess biodiversity constraints
and opportunities at the earliest stage in site selection
and are supported by our Head of Biodiversity and
Group Strategic Land team.
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Select the right land and manage the planning process

Acquiring high-quality, sustainable sites in areas of strong
customer demand that meet or exceed both our financial
and non-financial acquisition criteria is key to the success
of the business. Failure to have an adequate supply of land
would limit our ability to achieve our volume growth targets.
We therefore link part of the Executive Directors’ bonuses
to the delivery of a sufficient land bank to meet our growth
aspirations. RoCE is a key indicator of how we are delivering
our strategy of building shareholder value, which is reliant
on land acquisition and the subsequent performance of
our developments. Gross margin enables us to monitor the
robustness of our land purchasing process and the level of
profit on land purchases and we regularly review the pipeline
to ensure that our land bank remains appropriate.

Sufficient land bank plots with DPP  Achieved Achieved Achieved

2022

Gross margin (%)®

Underlying gross margin (%)?® s0g 223

Note:

Link to remuneration - see pages 106 to 125



Manage the planning process
Our land bank comprises of three tiers:

1. Owned or unconditionally contracted land with DPP.

2. Pipeline of land owned or controlled pending DPP, with
development expected to commence within the next
three years.

3. Strategic land, which is longer-term typically held
under option.

Our divisional and Group planning teams work closely

with local authorities and communities to obtain DPP to
construct homes which reflect local planning and vernacular
requirements. The divisional and Group planning teams

also progress a combination of medium-term ‘pipeline’

sites and land from our strategic land bank through the
planning system.

The risks

e Delays and increasing complexity and cost in the planning
process. There has been no change in this risk during
the year.

What we do and how we manage risk

Our planning teams build collaborative relationships with
local authorities, commmunities and interest groups so that our
completed developments benefit the areas in which they are
built and support local needs. We also welcome Government
support to the planning process such as the continuation of
the National Planning Policy Framework.

Alignment with Better with Bellway

eso Customers and Communities

We consult with local residents as part of the
planning process to help us build the homes our
customers desire locally.

We make contributions to local communities
through section 106 (England and Wales) and
section 75 (Scotland) contributions and Community
Infrastructure Levy payments, and through the
provision of the New Homes Bonus.

How we measure our performance

These KPIs enable us to monitor the number of plots in each
tier of our land bank to ensure they remain sufficient to help
us deliver our strategy of volume growth.

At the end of the year we had an appropriate number of plots
in each land bank tier to meet our strategy.

Number of plots in owned and
controlled land bank with DPP (plots)

32,344 plots

+4.6%

30,933 32,344

N
(o5}
N
(e8]
O

',

2021 2022

Number of plots in ‘pipeline’ (plots) 28,800

28,800 plots

+18.5%

24,300

_

2021 2022

Number of plots in 9100 gygg 2400
strategic land bank -
positive planning status (plots)

9,400 plots

+8.0%

2020 | 2021 2022

Number of plots in strategic 26,200

land bank - longer-term interests
(plots)

26,200 plots

+20.7%

21,700

.

2021 2022

Number of plots acquired 1,844
with DPP (plots)

1,345 plots

(27.1%)

2021 2022

Number of plots converted
from medium term *pipeline’ (plots)

11,352 plots

+3.8%

10,938 11,352

2020 | 2021 2022
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Strategic Report

Our Business Model continued

Bl Design desirable homes and construct them safely

We construct a wide range of homes, with a focus on our
Artisan collection of standard house types, to suit a variety
of customer budgets and lifestyles. Our homes are built to a
high standard in compliance with specific building, technical
and health and safety regulations and other regulatory
requirements, as well as to our own quality standards.

Our priority is the health, safety and wellbeing of our
employees, subcontractors and visitors to our developments.

We strive to maintain long-term working relationships with
reputable subcontractors and supply chain partners to
reduce health and safety risks and to ensure the commercial
availability and quality of materials and labour.

We seek to ensure that we have suitable building materials
available at competitive prices to enable us to construct
homes to the high standards expected by our customers,
within budget and on time.

We closely monitor work-in-progress to ensure that build rates
are consistent with sales rates to avoid unnecessary capital
becoming tied up.

e Shortage of building materials at competitive prices.

e Shortage of appropriately skilled construction people
and subcontractors.

e Significant health and safety risks inherent in the
construction process.

e There has been no change to these risks during the year.

Experienced construction people, strong relationships with
skilled subcontractors and consultants, together with Group
purchasing arrangements with suppliers and manufacturers,
are key to enabling us to deliver homes built to the right
standard, at the right time and at the right price.

v Building Quality Homes, Safely

The health and safety of everyone who works on
and visits any of our locations is paramount.

Carbon Reductions

We are building low carbon exemplar homes on a
trial basis to better understand upcoming challenges
and industry targets. These are designed to be
constructed using low carbon methods and reduce
end user carbon emissions.

Resource Efficiency

\ V4 Reducing waste on-site, in divisional offices and in
sales centres delivers cost savings for the business
and reduces the amount of waste sent to landfill.
Sustainable Supply Chain

Building strong long-term relationships with
subcontractors, consultants, and suppliers and
manufacturers of materials generates benefits for us,
those we do business with and the communities in
which we operate.

20 Bellway p.l.c. Annual Report and Accounts 2022

The health, safety and wellbeing of our employees,
subcontractors and visitors to our developments is paramount
and health and safety performance is taken into account

as part of the overall assessment of the Executive Directors’
potential bonus payment. Improvements in reporting
procedures, an increase in the number of operatives on site
coupled with a reduced level of experience as a result of
COVID-19 has led to an increase in the Reporting of Injuries,
Diseases and Dangerous Occurrences Regulations (RIDDOR)
rate. However the significant reduction in the slips, trips and
falls incident rates demonstrates the Group’s continued
commitment to improving health and safety standards.

Slips, trips and falls (incidents) 129

2021 2022

Number of NHBC Pride in the
Job Awards (awards)

2021 2022

359.98

Number of RIDDOR seven-day 33649

reportable incidents per 100,000
site operatives (incidents)

2020 2021

2022



wn Selling homes and delivering an excellent

I customer experience

Bellway provides excellent customer service from the
moment our customers decide to look for a new home

and throughout all stages of their journey, including the
early years of home ownership. We have developed our
Customer First programmme to support all Bellway employees
and subcontractors to deliver to these high standards of
customer service.

We have dedicated customer care teams within each division
delivering high levels of customer service and these are
supported by both our Group Customer Experience Director
and Group Customer Care Director.

Our retention of the HBF 5-star® homebuilder status for the
sixth consecutive year demonstrates our commitment to
providing the highest level of service to our customers.

In addition to the HBF survey, Bellway also engages with
our customers through Trustpilot where we actively invite
feedback from our customers on all elements of our service.

To enhance the aftercare service provided to our customers
we have upgraded our customer care digital platform.

We have also created a subcontractor portal to better manage
any post-completion issues reported by our customers.

The risks

e There are a number of risks, which if not appropriately
mitigated, will negatively impact the customer experience.

e Our Customer First initiative continues to focus on
improving our customers’ overall experience which will also
help mitigate the risk to Bellway's reputation.

e These risks are not regarded as principal risks and so have
not been included in our principal risk table on pages 79 to
83. These risks have not changed during the year.

What we do and how we manage risk

Our well-trained and motivated team members through all
disciplines within the business have the necessary skills and
enthusiasm to deliver the highest levels of customer service.

Our construction teams are committed to building quality
homes to be proud of.

Alignment with Better with Bellway

eeo Customers and Communities

Customer handover packs contain information on
sustainable travel, local recycling centres and energy
efficiency advice.

Carbon Reductions

[ <o.3

vlv - We continue to improve energy efficiency by
building homes that are, on average, more energy-
efficient than is required by building regulations.

Note:
= Link to remuneration - see pages 106 to 125.

How we measure our performance

We have chosen the following KPIs as they demonstrate
progress made in delivering our strategy of volume growth
alongside customer satisfaction. These include responses to
the question ‘Would You Recommend Bellway to a Friend?’,
which is the driver for the 5-star® homebuilder status, and overall
satisfaction score from the HBF 8 week survey, which captures
customer feedback of experiences during the first 8 weeks of
home ownership.

Bellway were awarded 5-star® homebuilder status in March
2022 for the period ended 30 September 2021.

The final Recommend a Friend score was 93.6% against
a target of 90%, an improvement of 0.1ppt from the
previous year.

11,198

Number of homes sold (homes)

11,198 homes

+10.5%

2020 | 2021 2022

Order book value at 31 July (Em)®@

£2114.3m

+4.5%

20223 2114.3
17602

2021

Reservations rate (homes per week) 204 218

218 homes

per week
+6.9%

NHBC overall score (%) 855 866  86.9

86.9%

+0.3ppt
R

NHBC 9-month would you 801 799 821
recommend Bellway to a friend
satisfaction score (%)

82.1%

+2.2ppt R

2020 2021
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Strategic Report

Our Marketplace

The long-term fundamentals of the UK housing market remain positive. Good quality, affordably
priced housing is in short supply across many parts of the country and in recent years this has been

exacerbated by bottlenecks in the planning system.

Given the backdrop of rising interest rates and wider economic uncertainty, the Board currently expects to deliver volume at a
similar level to the prior year. Despite short-term challenges for the mortgage market, in the medium and longer-term, we expect
conditions to stabilise and there to be a be a sustainable supply of mortgages.

Demand factors

The affordability of mortgages

Mortgage affordability is a crucial ingredient for a successful
and sustainable housing market. Access to affordable
finance assists potential purchasers in securing a new home.
Even amongst the recent market uncertainty, there remains
competition in the mortgage market, and although new
mortgages are reflecting the recent increase in borrowing
costs, mortgages remain affordable.

Average mortgage repayments, as a percentage of earnings,
fell from a peak in 2007, following the downturn in the
housing market in 2008/09. There has been moderate
increases to interest rates since December 2021 which are
expected to continue in 2023. Consequently, the costs of
mortgages have increased, although they remain low in
comparison to historical levels. The chart at the bottom of the
page demonstrates the affordability of houses in the UK.

The availability of mortgages

Over recent weeks, some lenders have sought to moderate

the number of fixed rate mortgages, in response to shorter-term
uncertainty over fundings costs. We do not expect a long-term
structural decline in the availability of mortgage finance and a
number of major lenders have already relaunched mortgage
products to reflect the recent increase in borrowing costs.

In general, there remains good availability of finance, particularly
for customers with higher deposits.

The equity loan element of the Help-to-Buy scheme in England
will close to new applications on the 31 October 2022, and
remain supported up to 31 March 2023. The utilisation of Help-
to-Buy continues to fall, having been used by customers in 22%
of legal completions (2021 - 39%, 2020 - 35%), with uptake most
pronounced on apartment schemes in, and around, London.

Affordability of houses in the UK

The availability of 95% loan-to-value mortgages remains
relatively limited, although these products are gradually

being reintroducing for new build properties, including those
provided through the Deposit Unlock scheme. The availability
of this product provides some encouragement regarding the
availability of alternative financing arrangements which may
help to mitigate the withdrawal of Help-to-Buy for completions
beyond March 2023, although uptake is currently low.

Affordability of houses in the UK
The stamp duty land tax holiday

Following an increase in the stamp duty tax threshold during
the COVID-19 pandemic, the threshold was reduced, so that
from the 1 July 2021 to 30 September 2027, first time buyers paid
no stamp duty on properties up to £300,000. Non-first time
buyers received stamp duty relief on purchases up to £250,000.
On the 23 September 2022 the Government announced that
the stamp duty tax threshold would be increased immediately
to £425,000 for first time buyers, and £250,000 for non-first

time buyers.

House prices

As per the below table, house prices as a multiple of earnings
have slowly risen over the last three years in the UK, however
mortgage repayments to earnings remain relatively steady.
With the rise of interest rates to combat inflation, mortgage
repayments to earnings is expected to increase.

Demand
Demand for high-quality new homes continues to be strong.

10
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Supply factors

Land supply and planning permissions

The land market provides good buying opportunities, with
the market for larger sites, typically over 150 units, attracting
lower levels of competition and can offer higher expected
returns than smaller sites. House prices have increased,
supporting land values and hence vendors' appetite to sell.

The ability to obtain planning permission increased during
2021 after a low in 2020 due to COVID-19. The number of
planning permissions granted in 2021 is still below the average
achieved in the 3 years before COVID-19, demonstrating
some delays experienced in the planning system. This is
evidenced in the chart below, which shows a number of
planning permissions granted in England, Scotland and Wales
over recent years, albeit a slight decrease in 2020 due to the
COVID-19 pandemic.

The availability of land at attractive margins

Acquiring land in areas of high demand and in attractive
locations, in accordance with the Group's financial and non-
financial acquisition criteria, is one of the key factors to the
success of Bellway. The market for land in the UK, particularly
in the main conurbations, remains competitive.

The planning system

The Group's ability to deliver new homes is dependent on the
efficiency of the planning system, to provide the necessary
planning consents in a timely and effective manner, to meet
the requirements of the Group's volume targets. The system
remains slow, constrained by a COVID related backlog,

with this continuing to have a dampening effect on outlet
openings across the wider sector. The National Planning
Policy Framework system (‘NPPF’) introduced in March 2012,
working in parallel with the Localism Act 2011, has had a
positive effect on the planning environment. This is evidenced
by an increase in the number of planning permissions over
recent years.

Further changes as a result of the revised NPPF, published in
February 2019, and the Government's housing white paper,
which includes favourable proposals such as ‘brownfield’
first, a standard method for calculating housing need and a
requirement to publish ‘ambitious’ local plans, has resulted in
an uplift in housing demand in many locations across the UK.

Planning permissions granted and projects approved (GB)

Planning permissions granted (GB)

361,000

+9.4%
Planning projects approved (GB)

13,611

+11.3%

Availability and affordability of labour and materials

Concerns with regards to material availability have generally
eased over the course of this calendar year, although

there can remain ad hoc shortages at a regional level,

with bricks, blocks and roof tiles often on extended lead-

in times. Good on-site disciplines and familiarity with our
Artisan standard house type range help to ease these
production constraints.

There continues to be upward pressure on material costs which
have increased by mid-to-high single digit inflation during the
financial year.

The labour market has tightened, but we are able to secure
the supply of labour due to robust forecasting and forward
planning of labour requirements across the Group. We have
strong, well established relationships with our key suppliers
which helps to mitigate the challenges being faced by

the industry.

Summary of market backdrop

There is wider economic uncertainty due to high levels of
inflation, but the market fundamentals for Bellway remain
strong with:

e The ongoing imbalance between supply and demand for
affordably priced, good quality homes continuing to be a
feature across many parts of the country.

e Strong demand for new homes continuing to be supported
by a competitive mortgage market.

e The land market remaining attractive and the planning
environment favourable, with the Group continuing to identify
value-enhancing opportunities which meet or exceed our
requirements in respect of both gross margin and RoCE.

e Cross-party support to deliver an increased supply of
new homes.

Bellway is mindful of the wider economic uncertainty caused
by cost of living rises and political uncertainty in the UK, but
continues to draw upon these sector-specific favourable
market conditions, retaining its clear strategy to deliver long-
term and disciplined volume growth. This, together with

the continued focus on quality and customer care, enables
all stakeholders to benefit from our continued success.

The Group’s strategic priorities take into consideration this
synopsis of the market backdrop.

382,000
362,000

361,000

353,000

330,000

(gD) pajuelb suolssiuiad buluueld

2017 2018 2019 2020 2021
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Strategic Report

Chairman’s Statement

John Tutte
Chairman

Introduction

This is my first statement as Non-Executive Chairman of
Bellway, following my appointment at the beginning of April
2022. | am delighted to have joined the Group given its long-
term growth potential and financial resilience. In my first few
months | have been impressed by the focus on build quality,
customer service and the Group's responsible approach

to business.

Bellway has delivered another strong performance with
volume output and revenue reaching record levels.

The benefits of our ongoing disciplined investment in land
have also helped drive improvements in the underlying
operating margin and return on capital employed.
Underlying earnings per share rose by 19.9% to 420.8p?*
(2021 - 350.9p, 2020 - 204.3p).

The Group has a strong order book and a robust balance
sheet, and together with its operational expertise, | am
confident Bellway is very well-placed to navigate through the
current headwinds in the wider economy and deliver on its
long-term growth strategy.

Our people

It is largely the dedication and hard work of our colleagues,
subcontractors and supply chain partners that have made this
strong performance possible. On behalf of the Board, | would
like to express our gratitude to all those who have contributed
to these results, for their resilience, resourcefulness, and
ongoing commitment.

Strategic priorities

Bellway'’s strong balance sheet provides the financial flexibility
and capacity to invest in the future and, together with our
commitment to responsible business practices, supports our
three strategic priorities to:

e Achieve long-term volume growth,

e Deliver value creation for shareholders, and

e Operate responsibly and sustainably through our
‘Better with Bellway’ strategy.

24 Bellway p.l.c. Annual Report and Accounts 2022

BELLWAY IS VERY WELL-PLACED
TO NAVIGATE THROUGH THE
CURRENT HEADWINDS

66 The Group has a strong order book and a robust balance
sheet, and together with its operational expertise, | am
confident Bellway is very well-placed to navigate through
the current headwinds in the wider economy and deliver on
its long-term growth strategy. 99

:l: Long-term volume growth

The long-term fundamentals of the housing market remain
positive. Good quality, affordably priced housing is in short
supply across many parts of the country and in recent
years this has been exacerbated by bottlenecks in the
planning system.

Notwithstanding this, and to meet the rising demand for new
homes, Bellway has significantly expanded its geographical
coverage across England, Scotland and Wales. Through the
successful execution of our organic growth strategy, we
have delivered a 114% increase in volume output over the
last decade. Fundamental to this has been the expansion of
our strong divisional structure from 13 to 22 trading divisions
over the same period. Each of our divisional teams have

the expertise, experience and local knowledge to purchase
land, source materials and subcontract labour to deliver high
quality homes to our customers.

Our operational structure has the capacity to organically grow
volume in the longer-term to over 16,000 homes per annum
through a combination of growing output in recently opened
divisions and targeting our more mature divisions to create
opportunities for further geographical expansion.

./||' Value creation for shareholders

Bellway's volume growth strategy is inextricably linked to the
generation of long-term value for our shareholders. The Board
continues to believe that value creation from the business

is best gauged against capital growth by increasing net

asset value per share (‘NAV’) and supplemented by paying
regular dividends.

In the year ended 31 July 2022, NAV rose by 2.4% to 2,727p°
(2021 - 2,664p, 2020 - 2,427p), with the increase achieved
due to the strong growth in underlying earnings and
notwithstanding a £346.2 million charge in the year in relation
to legacy building safety issues. In addition, the Board is
pleased to recommend a 15.2% increase in the final dividend
to 95.0p per share (2021 - 82.5p, 2020 - 50.0p). This brings
the total proposed dividend to 140.0p per share (2021 - 117.5p,
2020 - 50.0p), an increase of 19.1%. If approved, the overall
dividend will be covered 3.0 times?® by underlying earnings
(2021 - 3.0 times, 2020 - 4.1 times).



Given the Group's capacity for, and track-record of,
delivering long-term volume growth, the reinvestment of
capital into land opportunities offering high returns will
continue to be balanced with regular dividends. Our strong
balance sheet and record land bank also provides us with
the strategic flexibility and agility to respond to any material
changes in market conditions as a result of the current
backdrop of economic uncertainty.

As previously announced, we plan to progressively reduce
dividend cover to around 2.5 times?? underlying earnings by
31 July 2024, a level of cover the Board sees as both prudent
and sustainable. The reducing cover will also help offset the
impact of the Residential Property Developer Tax (‘RPDT’),
charged at 4% of relevant taxable profits, from April 2022,
and rising corporation tax rates, likely to be effective from
April 2023.

@ Better with Bellway

In March 2022, Bellway launched a new sustainability strategy
Better with Bellway, and we have a range of initiatives
underway to embed the framework across the business.

The strategy covers eight priority areas, each with their own
specific targets and KPIs linked to the underlying operations
of the Group. Better with Bellway includes ambitious targets

in respect of our three flagship priority areas of Carbon
Reductions, Customers and Communities, and becoming an
Employer of Choice. Some recent highlights and progress in
these areas are set out below:

Carbon Reductions - Bellway has worked with The Carbon
Trust to develop a detailed plan to significantly reduce our
greenhouse gas emissions by 2030. We have established
stretching, quantity-based targets which are in line with

the Paris Agreement and go beyond the demanding
requirements of the Future Homes Standard. | am delighted
that these targets have recently been validated by the SBTi as
we aim to play an important role in carbon reduction within
our industry.

Customers and Communities - \We are proud to have
retained our position as a five-star® homebuilder for the sixth
consecutive year, with a score of 93.6% in the HBF's most
recently published eight-week survey, which asks customers
whether they would recommmend Bellway to a friend.
Alongside maintaining our five-star® status for the eight-week
survey, we have also made strides to improve our score in
the nine-month survey to 82.1% (2021 - 79.9%) and we are
targeting further incremental improvements. In addition,
Bellway was one of the first major developers to sign up to the
New Homes Ombudsman Service earlier this month, which
reaffirms our commitment to consistent and outstanding
levels of customer service.

Employer of Choice - We are delighted with the results from
our recent employee engagement survey in which 95%

of colleagues said they would recommend Bellway as ‘a
great place to work’. Maintaining a high level of employee
satisfaction is important to the future success of the business
and we will continue to seek feedback from our colleagues
in order to attract talent and improve staff retention. We also
have a range of initiatives in place to promote inclusivity,
improve gender and ethnic diversity and to increase the
proportion of colleagues in ‘earn and learn’ roles.

In addition to the flagship priority areas, the Better with
Bellway strategy includes targets in respect of biodiversity,
resource efficiency, charitable engagement, sustainability
throughout the supply chain and building quality homes
safely. More details are set out later in this report and are
also available on our website at www.bellwayplc.co.uk/
sustainability.

Our ongoing focus on the serious issue of building safety is
reflected by the level of provision set aside for legacy safety
issues and the establishment of our new Building Safety
division. The new division comprises an experienced team,
with a clear directive to undertake the proficient remediation
of our legacy schemes. Bellway signed up to the Building
Safety Pledge in April 2022 and the Developers’ Pact with the
Welsh Government earlier this month, and we continue to
engage with Government as the industry works towards a
solution to address the safety issues on older buildings.

Board changes

As previously announced, | was appointed as Non-Executive
Chairman on 1 April 2022. On behalf of the Board, | would
like to take this opportunity to thank my predecessor,

Paul Hampden Smith, who dedicated almost nine years'
service as a Non-Executive Director of Bellway. | would also
like to take this opportunity to thank Denise Jagger for her
valued contribution to the Board over the past nine years
and more recently in her role as Senior Independent Director.
Denise will be stepping down from the Board ahead of this
year's AGM.

I am delighted that Sarah Whitney has recently joined
Bellway as an independent Non-Executive Director.

Sarah joined the Board on 1 September 2022 and has also
been appointed as a member of the Audit, Nomination and
Remuneration Committees.

Sarah has significant senior executive experience in the
property sector and her current roles include being Chair

of the Supervisory Board of BBGI Global Infrastructure SA.
and a Non-Executive Director and member of the Audit and
Management Engagement Committees of Tritax EuroBox plc.
Sarah'’s real estate specialism combined with her experience
as a Non-Executive Director will further strengthen the Board
and we look forward to working with her in the years ahead.

Future long-term success

Bellway's experienced team has a proven ability to adapt to
changes in market conditions. | am confident that the strategic
flexibility afforded by our land bank and strong balance sheet
provides the Group with the resilience and a platform to
capitalise on further growth opportunities in the long-term.

Furthermore, the successful execution of our three strategic
priorities of volume growth, value creation for shareholders,
and our Better with Bellway approach to sustainability,

will continue to add value and create a positive experience
for our stakeholders in the future.

John Tutte

Chairman

17 October 2022
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Strategic Report

Chief Executive’s Market and Operational Review

Market

Bellway's high quality and energy efficient new homes
have attracted strong customer demand across all regions
where we operate, supported by our well-designed product
range and ongoing investment in land and selling outlets

in desirable locations. The overall reservation rate rose by
6.9% to 218 per week (2021 - 204, 2020 - 178), with particular
strength in the autumn and spring, following a traditional
seasonal pattern.

Average weekly private reservations were slightly ahead of
the prior year at 170 per week (2021 - 169, 2020 - 141) and
benefitted from a second consecutive year of strong pent-
up demand after the onset of COVID-19. The increase was
achieved notwithstanding the Group operating from a lower
number of outlets compared to the prior year and a reduction
in the use of the Help-to-Buy scheme. Customers used Help-
to-Buy in 16% of total reservations (2021 - 30%, 2020 - 40%),
with utilisation most pronounced on apartment schemes

in, and around, London, where the Group has intentionally
reduced its exposure in recent years.

Throughout the year the pricing environment was positive,
with mid-to-high single digit house price inflation benefitting
reservations across most of our divisions. There was a
continuation of strong demand from second-time buyers,
which accounted for around 60% of private reservations.
Bellway's focus on traditional two-storey family housing
attracts a wide range of customers and this provides

some resilience for the year ahead as Help-to-Buy expires.
Overall, confidence amongst our customers is strong and
reflected in a consistently low cancellation rate of 13%
(2021 - 13%, 2020 - 17%).

Customer demand is supported by low unemployment, and
we also welcome the recent positive changes to stamp duty
thresholds, which will aid customers saving to purchase a
new home. Over recent weeks, some lenders have sought
to moderate the number of fixed rate mortgages, in response
to shorter-term uncertainty over fundings costs. We do not
expect a long-term structural decline in the availability of
mortgage finance and a number of major lenders have
already relaunched mortgage products to reflect the recent
increase in borrowing costs. In general, there remains

good availability of finance, particularly for customers with
higher deposits.
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LONG-TERM FUNDAMENTALS
REMAIN STRONG

66 The long-term fundamentals of our industry remain
strong and there is a shortage of high quality, energy
efficient and affordable homes across the country. If market
conditions remain robust, Bellway has ambitions and
significant capacity to deliver further sustainable volume
growth, over several years, to in excess of 16,000 units. 99

Jason Honeyman
Group Chief Executive

For customers with a 5% deposit, the availability of 95%
loan-to-value mortgages remains relatively limited, although
some lending institutions are gradually reintroducing these
products for new build properties, including those provided
through the Deposit Unlock scheme. Customer uptake is
currently low, however, the availability of this product provides
some encouragement regarding the availability of alternative
financing arrangements as the Help-to-Buy scheme draws to
a close for new reservations later this month.

Higher interest rates and fuel costs have contributed to

the rise in the cost-of-living, which, to some extent, is

being partially offset by wage rises. We also welcome the
Government's Energy Price Guarantee, which came into
effect earlier this month, and offers financial support and
more certainty for consumers about their energy costs over
the coming months. This will help ease overall inflation in the
economy and we are hopeful this will have a positive impact
on consumer confidence.

Our homes have high energy efficiency ratings and 97%

of the homes we construct have an Energy Performance
Certificate (‘EPC') rating of B, compared to an average rating
of D for second-hand housing stock. In this regard, a recent
study by the HBF (‘Watt a Save’, Autumn 2022), shows that a
typical new build home currently offers energy cost savings
of around £2,000 a year when compared to an existing home.
This adds to the overall competitive advantage of our new
build homes over second-hand homes.

Land investment provides near-term flexibility
and a foundation for long-term growth

Bellway's experienced land teams have continued with a
programme of disciplined investment. This supports our
growth ambitions by providing scope for outlet openings

to help mitigate market headwinds, including rising living
costs and delays in the planning system. All contracted

sites are assessed by our divisional teams and again by the
Group's Head Office land team, which challenges acquisition
assumptions and reviews layouts and engineering designs.
This Group-wide oversight ensures we focus our investment
resource in the areas of strongest demand and acquire land
that meets our minimum hurdle rates in relation to both
margin and return on capital.



Building on the proactive and early entry into the land
market in summer 2020, the Group has contracted to
acquire 19,089 plots* during 2022 (2021 - 19,819 plots, 2020

- 12,124 plots) across 107 sites* (2021 - 109 sites, 2020 - 69
sites). The value of the contracted plots was £1,300.3 million*
(2021 - £1,066.0 million, 2020 - £777.7 million). We include the
expected costs of building to the requirements of the Future
Homes Standard in our land appraisals and the average
gross margin, based upon revenue and cost at the time of
acquisition, continues to be attractive at around 23%.

The market for larger sites, typically over 150 units, attracts
lower levels of competition and can offer higher expected
returns than smaller sites. In that regard, the average size

of the sites contracted in the year was 178 plots* (2021 - 182,
2020 - 176). This not only recognises that slightly larger sites
offer better returns, but it also reflects our skillset to acquire
land and obtain planning permission on larger, often more
complicated acquisitions. In addition, given the strength and
growing size of our balance sheet, the Group has access to
capital to fund larger acquisitions in areas where demand is
robust and has an ability to avoid an undue concentration of
capital and risk in one locality. The use of dual branding on
larger sites also offers customers a wider choice of product,
which in turn can drive higher sales rates.

Over the last two financial years, Bellway has contracted to
acquire 38,908 plots?, representing around 180% of homes
completed in that period and all at expected attractive rates
of return. Over half of these plots were contracted in the year
ended 31 July 2021, when competition in the land market was
diminished due to the impact of the pandemic.

Notwithstanding a more competitive backdrop in financial
year 2022, we retained our well-established and disciplined
approach to land buying. We have maintained our focus
on acquiring land in desirable locations where there is an
undersupply of new housing, and where the product is
affordable in the context of localised market conditions.

The table below analyses the Group's land holdings:

2022 2021 2020
DPP: plots with implementable 32,344 30933 28,289
detailed planning permission
Pipeline: plots pending an 28,800 24,300 16,300

implementable DPP

Bellway owned and 61,144 55233 44,589
controlled plots

Bellway share of land owned and 962 938 472
controlled by joint ventures

Total owned and controlled plots® 62,106 56,171 45,061
Strategic land holdings 35,600 30,400 27300
Total land bank?® 97,706 86,571 72,361

Given the opportunities presented in the land market,
Bellway’'s owned and controlled land bank has grown

to 61,144 plots (2021 - 55,233 plots, 2020 - 44,589 plots),
representing a land bank length of 5.5 years (2021 - 5.4 years,
2020 - 5.9 years) when based on the last 12 months’ legal
completions. The record land investment since the summer
of 2020 has led to our land bank length growing significantly
from 3.9 years in financial year 2019. This provides scope

for outlet growth and flexibility to respond to changes in

the market.

Within our land bank we have 32,344 plots (2021 - 30,933
plots, 2020 - 28,289 plots) with an implementable detailed
planning permission (‘DPP’). In addition, our pipeline land
bank has increased to 28,800 plots (2021 - 24,300 plots, 2020
- 16,300 plots), representing growth of 76.7% over the past two
years. The increase in pipeline plots reflects both the strength
of our land investment and bottlenecks in the planning
system, as sites await the receipt of implementable DPP.

As these plots achieve planning permission, it presents further
scope to grow outlets in the years ahead.

In addition to delays in the planning system, the sector also
needs to accommodate the increasing regulations around
nutrient and water neutrality, and biodiversity. Our new Head
of Biodiversity will lead on this area and help the Group
navigate the associated planning complexities.

Our recent land investment and strengthening of the land
teams positions the Group well to mitigate planning delays
and begin to reverse the reduction in outlet numbers that has
affected the wider industry. The Group was operating from
235 outlets at 31 July 2022 (2021 - 254, 2020 - 276).

To help deliver further growth in volume output, the Group
has good visibility on the expected timing of planning
decisions and construction starts and is well placed to
increase the number of selling outlets by 31 July 2023.

We currently expect to open around 120 new outlets in
financial year 2023. Growth in outlets is likely to be weighted
towards the second half with the forecast number of outlets at
July 2023 also dependent upon sales rates and therefore the
number of outlets closing.

Overall, our strengthened land bank, supported by our strong
balance sheet and financial disciplines, allows the Group to
reinforce its selective approach and disciplined land buying in
the year ahead. Given the depth of our land bank and current
uncertainty in the wider economy, we expect to contract
fewer plots in the year to 31 July 2023 than the average over
the last two years, while still retaining a focus on longer-term
growth ambitions.
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Strategic Report

Chief Executive’s Market and Operational Review continued

Strategic land investment to further support our
long-term growth ambitions

During the last two years we have increased our investment
in strategic land, providing additional support to our
longer-term growth ambitions. We have expanded our
experienced strategic land team which has Group oversight,
and implemented a new structure with dedicated resource
that sits alongside our four Regional Chairmen. We have
also appointed several graduates to the team, to ensure the
continued success of the function.

The sourcing of longer-term land opportunities has been
further devolved to all divisions, each of which has a
nominated strategic land champion. Their joint remit is to
identify and capture land opportunities, typically through
option agreements, which are usually expected to obtain
planning permission over a period of five years or more.

Our long-term land-sourcing was enhanced in June 2022
when the Group completed the acquisition of a regional
strategic land business for total consideration of £8.4 million.
As part of the transaction, Bellway acquired a range of land
options and promotion agreements, providing access to over
2,500 plots in the years ahead and broadening our presence
in the South East and Midlands.

As a result of this acquisition and our new approach to
strategic land sourcing, the Group has entered into an
additional 30 option agreements in 2022 (2021 - 24, 2020 - 15),
with these sites located in areas across the country where
there is a strong structural demand for new housing supply.
As at 31 July 2022 the strategic land bank had grown by

171% and comprised 35,600 plots (2021 - 30,400 plots,

2020 - 27,300 plots).

Overall, the Group's increased focus on strategic land
provides an opportunity to strengthen our land pipeline and
more broadly, it can generate margin enhancement due

to land values typically being agreed at a discount to open
market cost, once planning permission has been obtained.

Bellway

/\shberry

Bellway|London

Range of brands for our broad customer base

Bellway continues to operate under three distinctive
brands - Bellway, Ashberry and Bellway London. Our core
Bellway brand remains the foundation of the business
and contributed 83.7% of legal completions (2021 - 86.1%,
2020 - 881%).
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Ashberry is primarily used on larger sites, alongside our
Bellway brand, where there is capacity and market demand
for two selling outlets. The use of two brands provides
customers with greater choice through a wider range of
elevations and internal layouts. This can drive higher sales
rates and return on capital employed, while also acting as a
mitigant to slower market conditions. Ashberry represented a
growing proportion of our active selling sites during 2022 and
was used in 8.6% of completions (2021 - 6.8%, 2020 - 5.7%).

Bellway London is marketed as a standalone brand for our
operations across the Capital where our product range,
specification and customer approach to buying a home
differs to other parts of the country. The brand contributed
7.7% of completions (2021 - 71%, 2020 - 6.2%), the large
majority of which were apartments.

Our strategy in London remains focused on the more
affordable outer transport zones and is supported by

our relatively new London Partnerships division, which
contributed 29% of Bellway London completions during
the year. The total average selling price of our completions
in London was £389,684 (2021 - £337,338, 2020 -
£449,466), an affordable level in the context of the Capital's
residential market.

Design, productivity, and labour and
material costs

Upward pressure on build costs persisted across the sector
throughout the year, with rising energy prices, global supply
chain constraints and increasing wage costs all contributing to
the rise. Bellway's long-term relationships, strong commercial
disciplines, value engineering initiatives and forward buying
have helped to mitigate these cost pressures. Cost inflation
during the year has been approaching 10% and overall has
been offset by house price inflation.

The use of our Artisan Collection house-types has delivered
a range of benefits including improved site layouts and cost
savings through design evolution and national procurement
deals. As our subcontractors become increasingly familiar with
the range, there are also opportunities to drive improvements
in build speed.

Since the launch of the Artisan Collection in 2018, our new
house-types have been plotted across 43,000 plots (2021 -
29,000 plots, 2020 - 21,000 plots) on 295 developments (2021
- 212 developments, 2020 - 164 developments). This increase
is reflected in the proportion of Artisan homes within Group
completions, which rose to 26% in financial year 2022

(2021 - 7%, 2020 - 1%) and we expect further growth in the
current year.

To help offset some of the cost pressures in the wider
market, we have continued to implement a range of value
engineering initiatives, including ongoing reviews of plot
drainage designs, retaining wall systems and piling systems.
Each of our divisions also has a nominated internal cost
control champion whose remit is to promote and reinforce
our strong commercial culture, while maintaining the high
quality of our homes.



Ongoing investment in technology across the business is
delivering improvements in our commercial and procurement
processes. Bellway uses COINS, a Group-wide financial and
commercial system, and we have recently rolled out its on-site
valuation tool, mTick, across the Group. This enables on-site
surveying tasks to be completed electronically, driving greater
efficiency and improved site-cost comparisons.

The availability of materials gradually improved through the
second half of the financial year and, although we continue
to experience ad hoc shortages at a regional level, these are
being well-managed by our experienced procurement teams.
There continue to be extended lead times and shortages

of certain products, such as roof tiles and clay bricks.

Where possible, Bellway has sourced alternative products,
whilst maintaining the high standard of our homes.

The global shortage of semiconductors has also impacted
the availability of kitchen appliances and gas boilers, although
we have seen a gradual improvement in supply over recent
months. While challenges are expected to persist for the
industry in the year ahead, our long-standing relationships
with subcontractors and suppliers, sourcing of alternative
products and good on-site disciplines will continue to help
ease production constraints.

In the near-term, we do not expect cost inflation to abate,
given materials shortages, rising wage costs and elevated
energy prices. Longer-term, as we move towards building to
the requirements of the Future Homes Standard, our Artisan
standard house types and centralised approach to design,
procurement and site layout reviews will continue to help the
Group maintain efficiency and offset future cost pressures.

Recent trading

The pandemic caused distortions to typical seasonal sales
patterns over the last two years and the generally strong
sales market led to a further increase in the order book

at 31 July 2022. This comprised 7,223 homes (2021 - 7,082
homes, 2020 - 6,588 homes) and had risen in value by
4.5% to a financial year-end record of £2,114.3 million?
(2021 - £2,022.3 million, 2020 - £1,760.2 million).

The Group has a strong order book and work-in-progress
position, with more units currently in production than the
prior year. Given these are typically at an earlier stage of
construction and further to our record volume output

last year, the number of finished units available for sale is
relatively low.

Overall, there has been a moderation in our recent sales rate
and while pricing has remained firm, in the first nine weeks of
the new financial year overall weekly reservations declined
by 12.4% to 191 per week (1 August to 3 October 2021 - 218 per
week, 1 August to 4 October 2020 - 239 per week).

Reflecting our construction programmes, the forward order
book has increased slightly since the financial year end

and comprised 7,257 homes at 2 October (3 October 2021 -
6,731 homes, 4 October 2020 - 6,624 homes), of which

71% were exchanged (3 October 2021 - 62%, 4 October
2020 - 62%). The order book had a value of £2,093.8 million?
at 2 October (3 October 2021 - £1,966.3 million, 4 October
2020 - £1,869.6 million).

Outlook

While the sector faces a number of near-term headwinds,
including rising interest rates and the expiry of Help-to-Buy,
unemployment levels remain low and the recent positive
changes to stamp duty thresholds offer additional support
for housing demand. The combined strength of our balance
sheet, land bank and order book support our ability to grow
outlets in the year ahead, but also provide strategic flexibility
to respond to changes in the housing market.

In the current financial year and supported by our recent
investment in land and work-in-progress, the Group retains
the operational capacity to grow output up to 12,200 homes,
an ambition set out at our preliminary announcement in
October 2021.

Output is, however, expected to be more moderate, given
the uncertain economic backdrop. We have a strong order
book, and our build programmes are weighted to a higher
proportion of social completions and given this, the Board
currently expects volume output to be similar to the prior
year. The final outturn will be dependent on the autumn
and spring selling seasons and the Group will prioritise the
high standard of our product, margin, quality of profit and
value creation.

The long-term fundamentals of our industry remain strong
and there is a shortage of high quality, energy efficient and
affordable homes across the country. If market conditions
remain robust, Bellway has ambitions and significant capacity
to deliver further sustainable volume growth, over several
years, to in excess of 16,000 units. This can be delivered

from a platform of our strong land investment, substantial
cash position, potential expansion into new regions and the
ongoing maturity of divisions.

Further volume growth and delivering on all aspects of our
‘Better with Bellway’ sustainability strategy, will ensure that
the Group continues to generate value for shareholders and
make a positive contribution for all our stakeholders.

Jason Honeyman

Group Chief Executive

17 October 2022
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Strategic Report

Group Finance Director’s Review

In the years ahead, retaining a strong balance sheet will
be key to supporting our strategic priorities of delivering
volume growth and value creation for shareholders.

Group Finance Director

Group revenue (£m) 3,536.8 Total dividend per 140.0
31225 ordinary share (p) n75

2022
Operating profit (Em) 4797 Underlying operating profit (Em) 653.2
5315
309.0
]
2022
Operating margin (%)®? Underlying operating margin (%)?®
8.7
2022
Profit before taxation (£Em) 4790 Underlying profit before 650.4
taxation (Em)?2® 530.8
304.2
2022
Earnings per ordinary share (p) 3169 Underlying earnings per 420.8
ordinary share (p)@® 3509
196.9
2022
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Trading performance

The Group has delivered significant growth in housing
revenue, which rose by 13.3% to £3,520.6 million (2021 -
£3,1071 million, 2020 - £2,204.4 million). This is 10.7% above the
previous peak of housing revenue generated in financial year
2019 of £3,180.1 million.

Other revenue was £16.2 million (2021 - £15.4 million,
2020 - £21.0 million), and comprises ancillary items such
as land and commercial sales. Total revenue increased
by 13.3% to £3,536.8 million (2021 - £3,122.5 million,

2020 - £2,225.4 million).

The table below shows the number and average selling price
of homes completed in the year, analysed geographically,
between private and social homes:

Homes sold (hnumber)

Private Social Total
2022 2021 2022 2021 2022 2021
North 4,637 3,983 817 714 5,454 4,697
South 4,503 3,913 1,241 1528 5,744 5,441
Group 9140 /896 2,058 2242 11,198 10,138

Average selling price (£000)

Private Social Total
2022 2021 2022 2021 2022 2021
North 3121 3044 118.7 ne7 2831 2759
South 3873 3897 1875 1875 3441 3329
Group 3491 3467 160.2 1650 3144 3065

The growth in housing revenue has been primarily driven
by the increase in volume output, with total completions
rising by 10.5% to 11,198 homes (2021 - 10,138, 2020 - 7,522).
Private output rose by 15.8% to 9,140 homes (2021 - 7,896,
2020 - 5,851), more than offsetting the lower number of social
completions, which reduced to 18.4% of the total (2021 - 221%,
2020 - 22.2%). The lower level of social units was due to the
timing of build programmes and the relative strength of the
brought forward private order book. In the current financial
year, the Group's recent investment in land and phasing

of construction programmes provides strong visibility on

new outlets and we expect a greater weighting of social
housing completions.

The majority of our divisions contributed to the overall growth
in the Group's volume output. Our five strongest operating
divisions delivered in excess of 675 completions each,
demonstrating the capacity of a well-run, mature division

in a healthy sales market. A further eleven of our divisions
each completed 500 units or less in the year and therefore
have capacity for future volume growth in the long-term.

Our significant investment in land and people will also help
to support increases in output in the years ahead.

The overall average selling price rose by 2.6% to £314,399
(2021 - £306,479, 2020 - £293,054) and was influenced by a
combination of product mix changes and some underlying
house price inflation. The overall average selling price in the
year ending 31 July 2023 is expected to be around £300,000.
This slight moderation from the level in the prior year reflects
expected dilution from the increasing proportion of lower
value social completions.

Underlying operating performance

The Group's record revenue, together with improved
site operating efficiency and completions from more
recently acquired land, resulted in underlying gross profit
rising by 20.7% to £787.0 million* (2021 - £651.9 million,
2020 - £422.2 million).

The underlying gross margin increased by 140 basis points
to 22.3%%2 (2021 - 20.9%, 2020 - 19.0%). This is stated after
COVID-19 related costs, which were recognised in site-
based valuations in financial year 2020. Fewer sites were
affected in 2022 and the related charge was £17.5 million
(2021 - £21.7 million). As the affected sites continue to trade
out, we expect the associated costs to reduce further in
financial year 2023.

Other operating income and expenses, which net to

income of £0.2 million (2021 - £0.3 million net expense,

2020 - £3.1 million net expense), relate to the running of

our part-exchange programme. Due to the strength of the
underlying second-hand market in the period, part-exchange
activity was low and used for only 11% of completions

(2021 - 1.3%, 2020 - 8.2%). The balance sheet investment

at 31 July 2022 was £5.4 million, providing the Group with
capacity to increase the use of part-exchange in the year
ahead, if market conditions require it.

Underlying administrative expenses increased by 11.6% to
£134.0 million?® (2021 - £120.1 million, 2020 - £97.4 million),
primarily reflecting the ongoing investment in our land and
commercial teams to achieve growth. As a proportion of
revenue, underlying administrative expenses were 3.8%%3
(2021 - 3.8%, 2020 - 4.4%).

Investment will continue in financial year 2023 and while we
will adopt a restrained approach, we expect administrative
expenses to be in excess of £150 million. The increase on the
prior year reflects the ongoing investment in people to achieve
long-term growth and underlying increases in pay and
employee benefits, including higher pension contributions.
This is to support our colleagues as the cost-of-living increases
and to attract and retain quality talent within the business.

The expected increase also includes a full year of overhead
costs for our recently established Building Safety division.

The underlying operating margin for the full financial

year increased by 150 basis points to 18.5%%* (2021 - 17.0%,
2020 - 14.5%). The combination of strong pricing in the order
book, improved site operating efficiency and completions
from more recently acquired land would normally be
expected to lead to further improvement in our underlying
operating margin in the year ahead. Nevertheless, the
economic backdrop and sustained and elevated levels of
build cost inflation provide increased uncertainty which
could offset these potential margin gains. Therefore, based
on current prices and delivering volume output similar to

last year, we currently anticipate delivering an underlying
operating margin of over 18%2* in financial year 2023.

With the support of normal conditions in the housing market,
the Board believes an underlying operating margin within the
range of 18%22 to 19% is sustainable over the medium and
longer-term.

Adjusting item: Net legacy building safety expense
Bellway's continued commitment to act responsibly with
regards to building safety is reflected by the level of our
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Strategic Report

Group Finance Director’s Review continued

prudent provision and the actions the Group has taken since
the tragic events at Grenfell in 2017. Government guidance and
regulations in relation to legacy building safety have evolved
since 2017 and apartment blocks are now to be assessed in
accordance with the Publicly Available Specification (‘PAS)
9980:2022, produced by the British Standards Institute.

In the first half of financial year 2022, the Group set aside a net
£19.6 million for legacy safety improvements, bringing the total
provided in the period between 2017 and up to 31 January
2022 to £186.8 million. This was in relation to apartment
buildings over 11 metres in height, which were generally built
within our 10-to-12 year warranty period.

On 7 April 2022, as part of the Building Safety Pledge (the
‘Pledge’), we announced that this commitment would be
extended to a 30-year period to include buildings constructed
by the Group since 5 April 1992 and to reimburse the Building
Safety Fund and the ACM Fund in accordance with the
principles set out in the Pledge.

Earlier this month, the Group also signed up to the Developers'’
Pact with the Welsh Government. Similar in regard to the
Pledge, this is a commitment to remediate buildings over

11 metres in height with life critical fire safety issues, which were
constructed in Wales since 5 April 1992. Reflecting our ongoing
and responsible UK-wide approach to legacy building safety,
the expected cost of the remediation works in Wales were
included in our provision estimate announced on 7 April 2022.

The Group entered into these commitments acknowledging
that resident safety is of paramount importance and an
additional net amount of £326.6 million was set aside in

the second half of financial year 2022, which is in line with
previous guidance.

In total, for the year ended 31 July 2022 Bellway set aside

a net £346.2 million, in relation to legacy building safety
improvements. The net charge comprises a gross expense
of £349.0 million, less recoveries of £2.8 million. The gross
expense includes an adjusting charge of £347.0 million
through cost of sales in relation to remediation costs, and an
adjusting charge of £2.0 million through finance expense, in
relation to the unwinding of the discount of the provision to
present value.

The total amount Bellway has set aside for UK legacy building
safety since 2017 is £513.7 million. Costs have been provided
regardless of whether Bellway still retains ownership of the
freehold interest in the building or whether warranty providers
have a responsibility to carry out remedial works.

Although the application of the PAS is still under consideration
by both the Group and the wider industry, the Board
nevertheless believes that the level of provision is robust. It has
been calculated based on our extensive experience to date,
using analysis of previously tendered works and prudent,
professional estimates based on knowledge of known issues.

In addition, on developments where full investigations have not
yet been undertaken or cost reports obtained, costs to date on
similar developments have been used to assess the likely cost.
We have also made assumptions with regards to the likely cost
of resolving potential issues that we have not yet been made
aware of, on schemes covered by the extended 30-year period.

The provision calculation uses the expected timings of cash
outflows which are adjusted for management'’s estimate
of inflation, informed by appropriate indices. The provision
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is discounted back to a present value using UK gilt rates
with maturities which reflect the expected timing of cash
outflows. The unwinding of this discount is charged through
the income statement as a non-cash adjusting finance
expense item.

The precise timings of cash outflows for building safety
improvements are uncertain, although they are expected

to be over several years. This reflects the complex issues
around remediation including identifying the works required,
design and planning obligations, interpretation of PAS, liaison
and negotiations with building owners, and appointment

of contractors.

Bellway has a strong, well-capitalised balance sheet with net
cash of £245.3 million?, a net asset value of £3,367.8 million
and committed debt facilities of £530 million as at 31 July
2022. In this regard, the Group is well placed to meet its
commitments under the Pledge and importantly, the
expected level and timings of the costs will not be detrimental
to our long-term growth ambitions.

Operating profit
After taking these adjusting items into consideration, total

operating profit decreased by 35.6% to £309.0 million
(2021 - £479.7 million, 2020 - £249.1 million).

Net finance expense

The net finance expense was £14.1 million (2021 - £11.1 million,
2020 - £13.4 million) and comprises an underlying interest
expense of £12.1 million®* and an adjusting expense of

£2.0 million in relation to the unwinding of the discount

on the building safety provision, as noted above.

The underlying net finance expense principally includes
notional interest on land acquired on deferred terms, interest
on the Group’s fully drawn US Private Placement ((USPP’) loan
notes and bank interest. Notional interest on land acquired
on deferred terms was £7.3 million (2021 - £6.5 million, 2020

- £6.9 million). The interest charge on the USPP debt was

£3.4 million (2021 - £1.6 million, 2020 - nil), with the increase
reflecting a full year of cost following the draw down in February
2021. Net bank interest, which includes interest receivable on
cash balances, commitment fees and refinancing costs, was
£2.0 million (2021 - £3.1 million, 2020 - £6.0 million).

The recent rise in borrowing costs will impact the Group's
variable interest charges in the year ahead, primarily on the
notional interest on deferred land purchases. Based on current
interest rates, the net underlying interest expense in financial
year 2023 is anticipated to increase by up to £5 million®,

The adjusting finance expense in relation to the discount
unwind of the legacy building safety provision is expected
to increase, reflecting a full year of charge, after signing up to
the Pledge in April 2022. The charge is subject to a range of
assumptions, and based on the 31 July 2022 forward looking
discount rate, we currently anticipate an adjusting expense
of over £3 million in the first half of financial year 2023.

The expense in the second-half of the year will, in part, be
dependent upon the movement in gilt rates.

Share of results of joint ventures

Our share of profit from joint ventures decreased slightly to
£9.3 million (2021 - £10.4 million, 2020 - £1.0 million). In the year
to 31 July 2023, we anticipate a small loss of around £1 million
for our share of results from joint ventures, reflecting a lower



expected number of completions and the upfront financing
costs on a longer-term scheme.

Profit before taxation

Underlying profit before taxation rose by 22.5%, to

£650.4 million?® (2021 - £530.8 million, 2020 - £309.3 million).
Reported profit before taxation reduced by 36.5% to

£304.2 million (2021 - £479.0 million, 2020 - £236.7 million),
with the growth in underlying profitability more than offset
by the increase in the building safety provision in the year.

Taxation

The corporation tax charge was £61.6 million (2021 -

£88.3 million, 2020 - £43.8 million), reflecting an effective tax
rate of 20.2% (2021 - 18.4%, 2020 - 18.5%). The effective tax rate
increased in the year following the introduction of the RPDT in
April 2022, charged at a rate of 4% of relevant taxable profits,
to support the Government's Building Safety Fund.

The effective tax rate will increase further, to around 25% in
financial year 2023, because of the planned 6% increase in the
standard rate of UK corporation tax in April 2023. Thereafter, in
financial year 2024 and beyond, both the RPDT and the higher
rate of UK corporation tax will be in effect for the duration of the
full financial year and, as a result, the Group's effective tax rate is
expected to approach 29%.

Profit for the year

The underlying profit for the year increased by 19.8%, to
£518.5 million?® (2021 - £432.7 million, 2020 - £251.7 million)
and underlying earnings per share rose by 19.9% to 420.8p*3
(2021 - 350.9p, 2020 - 204.3p).

After considering taxation and the net legacy building safety
expense, profit for the year fell by 37.9% to £242.6 million (2021
- £390.7 million, 2020 - £192.9 million). Basic earnings per share
(EPS’) reduced by 379% to 196.9p (2021 - 316.9p, 2020 - 156.6p).

Net cash and financial position

Bellway continues to operate with a strong balance sheet
and ended the year with net cash of £245.3 million? (2021 -
£330.3 million, 2020 - £14 million), representing an ungeared?
position (2021 - ungeared, 2020 - ungeared). Average net
cash was £223.9 million? during the year (2021 - net cash of
£266.3 million, 2020 - net debt of £55.4 million), demonstrating
that the year-end position is not inflated through one-off items
and reflects the resilience of the financial position throughout
the year.

Committed land obligations are modest, at £393.4 million
(2021 - £455.8 million, 2020 - £343.6 million) and adjusted
gearing, inclusive of land creditors, remains low at 4.4%?
(2021 - 3.8%, 2020 - 11.4%).

In addition to the net cash position, Bellway has access to
significant levels of medium and long-term debt finance,
totalling £530 million. This comprises committed bank facilities
of £400 million and £130 million of fully drawn sterling USPP
loan notes, which have maturity dates that extend in tranches
to February 2031. Bellway's balance sheet resilience will
continue to be maintained through the current economic
uncertainties and we expect to maintain a cash surplus

in the year ahead.

In the near-term, Bellway's record land bank provides
strategic flexibility against the current economic backdrop.
Over the longer-term, continued disciplined investment

in land is essential to drive volume output, to ensure the
ongoing success of the Group and to generate NAV growth.
Overall, our land investment will continue to be balanced with
the payment of regular ordinary dividends to generate value
creation for shareholders.

A well-capitalised balance sheet provides strength
and flexibility

The Group’s balance sheet is well-capitalised and provides
both financial resilience and capacity for further investment

to achieve long-term growth. The balance sheet principally
comprises amounts invested in land and work-in-progress,
with total inventories rising by 9.7% to £4,423.6 million

(2021 - £4,032.2 million, 2020 - £3,863.0 million). The carrying
value of land rose to £2,786.4 million (2021 - £2,483.9 million,
2020 - £2,216.2 million). Work-in-progress increased by 6.5%
to £1,524.8 million (2021 - £1,431.4 million, 2020 - £1,496.1 million)
and was 43.3%° (2021 - 46.1%, 2020 - 679%) as a proportion of
housing revenue.

In relation to its legacy, defined benefit pension scheme, the
Group had a retirement benefit asset of £71 million (2021 -
£10.2 million, 2020 - £1.3 million) at 31 July 2022, reflecting an
ongoing commitment to fund this future, long-term obligation.

Value creation

Underlying post-tax return on equity increased by 170 basis
points to 15.4%>3 (2021 - 13.7%, 2020 - 8.4%). Reported post-tax
return on equity was 72%? (2021 - 12.4%, 2020 - 6.5%), with the
reduction largely reflecting the net effect of the increase in the
legacy building safety improvements provision.

Following cash dividend payments made in the year
totalling £157.2 million (127.5p per share), and the net legacy
building safety expense of £346.2 million, which nets to
£275.9 million after taxation (223.9p per share), the net asset
value rose by 2.4% to £3,367.8 million (2021 - £3,287.8 million,
2020 - £2,994.0 million). This represents NAV per share of
2,727p% (2021 - 2,664p, 2020 - 2,427p).

Capital growth in the period, measured as the increase in
NAV combined with the cash dividend, was 190.5p per share?,
which equates to 7.2% of the NAV at the start of financial year
2022. Underlying capital growth, measured before the effect
of the net building safety expense, was 15.6%2°.

A core part of the Group's strategy is to maintain a sharp focus
on RoCE, which is measured using average unadjusted net
assets as its capital base. During the year, the improvement in
both asset turn and underlying operating margin delivered
an increase in underlying RoCE to 19.4%%* (2021 - 16.9%,
2020 -10.8%) or 17.4%>* (2021 - 15.0%, 2020 - 9.8%),

when including land creditors as part of the capital base.

The Group’s capital employed was, however, suppressed

in the year by the additional post-tax provision in relation

to legacy building safety. The reducing effect of the provision
on capital employed contributed around 110 basis points

to the increase in underlying RoCE.

In the years ahead, retaining a strong balance sheet will be
key to supporting our strategic priorities of delivering volume
growth and value creation for shareholders.

Keith Adey
Group Finance Director

17 October 2022
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Strategic Report

Better with Bellway Overview

Bellway has been building exceptional quality new homes throughout the UK
for more than 75 years, creating outstanding properties in desirable locations.

We operate in a responsible and sustainable way, but also recognise the growing
importance of understanding the impact our business has.
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Putting customers
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everything we do.
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Creating an
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Sustainability is at the heart of our business and our Better
with Bellway strategy, which launched in March 2022,
embodies our approach to responsible and sustainable
business practice.

Our sustainable approach is not just an add-on, it is a key part
of our business strategy. It is what we do daily, ‘putting people
and the planet first'

Our eight strategic business priorities are designed to help
Bellway thrive, now and into the future. They put our long-
term commitment to responsible and sustainable practice
at the core of our operational strategy.

4  Employer
of Choice

@

BETTER WITH

Bellway

Putting people first is also about building quality homes, safely,
and extending that commitment to safety and sustainability
into the supply chain. We will work closely with our partners
to achieve this. Fundraising for charities and encouraging our
colleagues to volunteer puts people and community at the
heart of our business.

Putting the planet first means delivering on our commitment
to build low carbon homes, reducing our own carbon
footprint and considering our customer’s carbon footprint,
while reducing and rethinking our use of resources to

avoid waste, minimise energy and water usage whilst also
sourcing materials responsibly. It also means taking a positive
view of biodiversity so that our developments can leave a
lasting legacy.

Carbon
Reductions

Modern Charitable Low Carbon Resource Biodiversity
Slavery Giving Homes Efficiency
Responsible Carbon
Sourcing Footprint
L 4 Pco, Y v

s \V/
Driving Giving, to build Delivering low Designing Protecting and
sustainability better lives. carbon homes. out waste by preserving nature.

through long-
term partnerships.

building better.
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Strategic Report

Better with Bellway Overview continued

Sustainability strategic review

As detailed in last year's annual report, in April 2021 we began
a review of our corporate responsibility activities to help
shape our new Better with Bellway sustainability strategy.
The objective was to create an integrated strategy that would
go above and beyond the traditional Environmental, Social
and Governance (‘ESG’) and corporate responsibility topics
to align itself with our commercial strategy. A full summary

of the work undertaken to complete the strategy can be
viewed in our Better with Bellway strategy report available on
our website (sustainability.bellwayplc.co.uk). The Better with
Bellway strategy addresses the key sustainability risks and
opportunities, enabling us to set ambitious goals and KPls

to help drive and embed sustainability within Bellway, and
building stakeholder trust.

Using the results from a materiality assessment and strategic
analysis, we identified the key strategic sustainability themes
for the business. To ensure the strategy is fully integrated into
Bellway'’s business operations, we have framed it around our
Better with Bellway vision of putting people and the planet
first. Sustainability issues are grouped under key business
priority areas where we can make the most positive difference
in terms of sustainable and responsible business practices.

Of the eight business priority areas (see pages 34-35), we
identified three as flagship - Customers and Communities;
Employer of Choice; and Carbon Reductions. These are areas
Bellway can make the most significant beneficial impacts in
the short-term.

The new strategy will continue to be directed by the

Better with Bellway Leadership Committee comprising

the Group Finance Director, Group General Counsel

and Company Secretary, Group Production Managing
Director and Group Head of Sustainability. The Better with
Bellway Leadership Committee manage sustainability at a
strategic level, overseeing the development of the strategy,
objectives, targets, report to the Board and engage with key
external stakeholders.

The Group Production Managing Director and Group Head
of Sustainability then lead the Better with Bellway Leadership
Team, made up of senior leaders who hold responsibility

for the eight business priority areas of Better with Bellway.
This Leadership Team co-opt business sponsors from across
Bellway who are responsible for implementing projects at a
functional and departmental level, to deliver on the agreed
sustainability objectives as well as embedding sustainability
into business as usual activities.

Reporting frameworks

We have developed the Better with Bellway targets and
KPIs with a view to meeting the requirements of three ESG
reporting frameworks that were identified as most relevant
to our investors:

e Global Reporting Initiative (‘'GRI");
e Sustainable Accounting Standards Board (‘'SASB’); and
e United Nations Sustainable Development Goals (‘SDGs’)
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See pages 189 to 199 for further detail. This will provide
investors with greater clarity of Bellway's sustainability strategy
and credentials and, while we accept that there are some
areas for improvement where we have yet to set a relevant
target or KPI, Better with Bellway is designed to be an evolving
strategy which we will revisit on a regular basis and, where
appropriate, add additional KPIs that can add value to

the business.

We will monitor the relevance of EU Sustainable Finance
Disclosure Regulation ('SFDR’) to our investors and will align
our reporting as required.

We continue to contribute to the Carbon Disclosure Project’s
(‘'CDP") Climate Change and Forests programmes. Our latest
scores were ‘Awareness - B-' for Climate Change and
‘Awareness - C' for Forest, in line with the CDP programme
global average.

Targets and KPIs

Alongside the Better with Bellway priorities, we have
developed a set of short, medium, and long-term
sustainability targets and KPIs that will enable Bellway to turn
our strategy into action. Each set of targets and KPIs have
been developed in consultation with the relevant business
sponsors who have responsibility for each of the eight
business priority areas. They will underpin the Better with
Bellway sustainability strategy and will be reviewed on an
annual basis to ensure they continue to deliver on the overall
aims and objectives.

e The KPIs are designed to provide a high level snapshot
of performance within each area, and in some cases are
aligned to notable ESG rating indices.

e Fach business priority area has a headline target that best
reflects the vision for that business priority. Where relevant,
they have at least a 2-year duration to provide a stable
platform to drive improvement in their relevant area and
will allow Bellway to easily commmunicate the strategic Better
with Bellway vision to internal and external stakeholders.
The headline KPIs are reported as principal KPIs in this
report. See pages 10-11.

Our key achievements in 2021/22

FY22 saw the first year of progress against our new Better
with Bellway targets, a small number of which were multi-
year objectives carried forward from FY21. In total we set or
carried over 47 external targets spanning the eight business
priority areas of which 9 have already been achieved, 33
are in progress and 5 have been missed. Full details of target
performance can be found under the relevant Better with
Bellway business priority sections.

v - X
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targets targets targets
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Flagship business priorities key highlights Key highlights from the year

e Achieved the 5-star® homebuilder status from the HBF for
the sixth consecutive year running, recording one of the
Group's best-ever Recommend a Friend score of 93.6%

and Communities (2021 - 93.5%).

Implemented our third Employee Engagement Survey,

achieving an engagement score of 96% (2021 - 89%).

Achieved our Achieved validation of our scope 1 & 2 and scope 3 science

5_Star6 homebUilder Status based targets by the Science Based Targets initiative (SBTI).

e e e e ), e ) fh Achieved a 28.4% absolute reduction in our scope 1 & 2

B . carbon emissions against our FY19 baseline.
Group's best-ever Recommend a Friend score of , i i
Improved our waste diversion rate for the eighth year

Customers

93 6% running to 99.5% (2021 - 99.4%).
- e Planted Bellway's first ‘Tiny Forest’ in Ponteland,
(2021 - 93.5%) Northumberland as part of a partnership with Earth

Watch, in conjunction with staff volunteers and local

school engagement.

Continued our partnership with Cancer Research UK,

raising £607,898 this year, bringing our six-year total to

£2.56 million, well on the way to our £3 million target

by the end of 2023.

Working towards Establishing a partnership with The Rivers

Trust, to initially progress volunteering opportunities.

e Commenced construction of our Future Home at University
of Salford to test innovations in building materials and
renewable technology in advance of the Future Homes

Implemented our third Employee Engagement Standard in 2025.

Survey, achieving an engagement score of Introduced our new ‘green’ welcome pack for new Bellway

96% homes owners.

(2021 - 89%)

5STAR HOME BUILDER
CUSTOMER SATISFACTION
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% Carbon Reductions

Achieved

validation of our scope 1 & 2 and scope 3 science based
targets by the Science Based Targets initiative (SBTi)

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION
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Better with Bellway Strategy and Priorities

Customers and Communities |

*** - Putting customers and communities at the heart of everything we do
Target Progress Performance
Headline

Increase year-on-year the HBF 9-month survey
score with the objective of achieving 90% by
July 2026.

Retain 5-star® homebuilder status (>90%
‘Recommend a friend’) and improve our score to
95% by July 2023 (2021-22 survey year).

Achieve 86.8%-87.8% NHBC overall customer
satisfaction score by July 2022.

Improve NHBC Construction Quality Review
score to 85.0% by July 2022.

Reduce the average number of reportable items

per home to 0.225 by July 2022. to FY23.

All emails responded to in 48 hours and
incoming calls answered within 3 rings; missed
calls returned same day.

Achieved a score of 821% in FY22 (2021 - 79.9%) against an
interim FY22 target of 82%.

Current performance at 93.6% (2021 - 93.5%)

Achieved a score of 871% (2021 - 86.6%) in FY22.

FY22 score of 84.5% (2021 - 83.8%). This target will be rolled
overto FY23.

FY22 score of 0.274 (2021 - 0.210). This target will be rolled over

A new telephone system and training is being trialled.

We're proud of the 5-star¢ homebuilder rating
we received in the NHBC survey, the sixth
consecutive year we have received this accolade,
with a score of 93.6%, one of our highest scores
to-date. Although we’re happy to receive such

a high rating from our customers, we want to

do better and the aim of our Customer First
programme is to build on our previous success
and ensure that we continue to exceed our
existing levels of customer satisfaction.

With this in mind we have set ourselves a target of increasing
our year-on-year score for the 9-month NHBC survey,
achieving at least 90% by July 2026. This target focuses on
the longer-term satisfaction of our customers and achieving
this will be challenging but we have achieved an 82.1% score
this year (2021 - 79.9%), our best performance since 2014.

A range of initiatives have been implemented to improve
customer service, including: increasing the period of time site
managers are responsible for addressing defects; increasing
the number of meetings between customers and the build
team during the construction process, reviewing Customer
Care departments to maximise use of resource.
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We still have areas for improvement, demonstrated by missing
targets to improve our NHBC Construction Quality Review
(CQR) score and to reduce Reportable Items (RIs) per home.
For COR, we achieved a score of 84.5% (2021 - 83.8%) but

fell short of our 85% target. For RIs per home, this increased
to 0.274 items per home in 2022 (2021 - 0.210), short of the
0.225 target. These areas will be given renewed focus in
FY23 as we strive to continuously improve the service we
deliver to our customers, and our commitment to quality has
again been recognised in the NHBC Pride in the Job Awards.
In 2022 a total of 36 Bellway and Ashberry site managers
collected awards (2021 - 39), acknowledging site managers
who have achieved the highest standards in housebuilding,
recognising their technical knowledge, leadership qualities
and organisational skills.



Headline KPIs

Headline KPIs 2022 2021

Achieve a 90% score in the HBF 82.1% 79.9%
9 month survey by July 2026

Engaging in the community
Within this Better with Bellway business priority, we are also

aiming to improve our engagement with the communities
where we operate. This year we introduced a school

engagement programme in partnership with The School
Outreach Company in each of our divisions with the aim

of driving awareness of Bellway and highlighting the career
opportunities available in our industry. We have worked to
actively engage with over 500 schools so far, with activities
including receiving the Bellway newsletter and virtual work
experience sessions. Next year we will begin face-to-face visits
by Bellway staff into schools.

In March 2022 we also embarked on a partnership with the
environmental charity Earth Watch and planted our first
Tiny Forest. We are looking to plant another 10 in the next
year as we develop our partnership with Earth Watch, with
the long-term aim of including a Tiny Forest on each new
appropriate development.

Community investment

Bellway has a longstanding commitment to investing in

the communities in which we develop, over and above

the creation of new homes. Through the planning process
we invest in a wide range of community services including
education, healthcare facilities, sports facilities, transport
infrastructure improvements and the creation of recreational
space. In FY22 our investment amounted to £117.2 million
(2021 - £71.3 million), bringing our investment over the past
three years to £249.0 million.

As well as our investment in the communities where we
develop, housebuilding as a whole delivers a significant
benefit to the UK economy. Using the HBF's, Lichfield's and
other publicly available metrics, we have estimated our own
housebuilding activities have contributed £2.3 billion in gross
value added while supporting an estimated 29,300 and
34,800 direct, indirect and induced employment opportunities
across the country. In addition, Bellway contributed

£185.5 million to the public finances in 2022, as well as
facilitating £76.5 million in New Homes Bonus and council tax
payments to local authorities.

Affordability

With the ongoing shortage of new homes in the UK, together
with cost of living pressure, affordability is still viewed as a
barrier to young people getting onto the property ladder.

At Bellway we continue to build a wide range of houses

and apartments to meet the varying budgets and needs of
customers, including people looking to upsize or downsize,
and first time buyers, with our average selling price at
£314,399 (2021 - £306,479). In 2022 12.7% of our homes were
sold to unassisted first-time buyers (2021 - 6.5%), while 21.7%
(2021 - 39.1%) were sold to customers using one of the various
government Help-to-Buy schemes. Overall, 34.2% (2021 -
27.8%) of our homes were sold to first-time buyers and our
developments have continued to incorporate affordable
housing, with 18.4% (2021 - 22.1%) of new homes sold to
affordable housing providers this year.

Helping Daniel and Marian secure
their dream home

When the sale of Daniel and Marian’s home fell through,
Bellway was on hand to save the day. The couple had
hoped to buy their dream four-bedroom home at our
Brook View development in Wixam, but on the day
they were supposed to exchange contracts on their old
home, the sale fell through.

The couple quickly signed up to Bellway's Express
Mover Scheme and within just three days their old
house had been sold meaning they could proceed with
the purchase of their dream home.

66 It was amazing. | spoke to Rachel at the
sales office who told us all about the Express
Mover Scheme. We signed up on a Friday
and our house was sold on the Monday. 99

Daniel and Marian
Bellway customers
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Strategic Report

Better with Bellway Strategy and Priorities continued

a Employer of Choice |

Creating an environment that our colleagues can thrive in

Target Progress

Performance

Headline

Achieve a >90% average score in Employee
Engagement Survey of staff who would
recommend Bellway as ‘a great place to work’
over a three-year period (FY22-FY24).

Achieved early with three-year average score of 93%
(FY20-FY22). We will continue to monitor in line with the
original target.

95% of staff would recommend Bellway as ‘a great place

to work’ in July 2022 survey (2021 - 89%).

Reduce voluntary employee turnover rate to
18% or less by July 2024.

Improve gender diversity of our directly
employed workforce to a 60/40 male/female
split by July 2025.

Improve gender diversity of our senior leadership
teams to 75/25 male/female split by July 2025.

Improve ethnic diversity of our workforce to
7% or more by July 2025.

Turnover rate in FY22 was 25.7% (FY21 - 26.5%).

69/31 split for FY22 (FY21 - 69/31).

77/23 split for FY22 (FY21 - 82/18).

FY22 diversity of 4.5% based on current ethnic minorities
classifications (FY21 - 3.8%). The Government are changing

these classifications in 2023. We will monitor these changes
and update our targets and reporting as appropriate.

Become a Living Wage Employer by July 2024.

We are now a Living Wage Employer for directly employed

staff. Work continues on a pathway to full accreditation that will
cover sub-contracted staff.

Increase percentage of our workforce in an ‘earn
and learn’ role to 12% by July 2024 and maintain
5% Club Gold membership.

Implement a programme to improve social

mobility and disability diversity within Bellway
by FY23.

Currently 7% of the workforce are in ‘earn and learn’ roles with
29 new graduate and 61 new apprentice roles recruited in
FY22 and retained 5% Club Gold membership for FY22.

HR will introduce new processes to collect data on disability
and socio-economic background of staff by December 2022.
A strategy will be implemented in FY23 to improve diversity.

The people who work for Bellway are one of the
key strengths of the company and creating a safe,
diverse, and inclusive environment, as well as
investing in and upskilling our workforce, is just
one of the ways we can ensure that Bellway is an
Employer of Choice. As at 31 July 2022 we directly
employed 3,042 people (2021 - 2,908), although
when we factor in people employed as a result of
Bellway’s operations across our subcontractors
and supply chain, we support between 29,300
and 34,800 jobs.

We undertook our third Employee Engagement Survey
this year to understand how our workforce view Bellway
and identify strengths and weaknesses going forward.

We achieved ‘a great place to work’ engagement score of
95% (2021 - 89%), with a three-year average score of 93%
(FY20-FY22) against a target to achieve a >90% average
score over the FY22-FY24 period.
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As a responsible employer, we are committed to being

an inclusive organisation that strives to create a working
environment that is open, diverse, and free from all forms of
prejudice and discrimination. Under the Employer of Choice
priority area of Better with Bellway, we have set a range of
targets to improve the diversity of our workforce, in terms of
gender and ethnicity, at all levels of the business. These are
long-term aims and FY22 was the first year of a four-year
programme. As can be seen from the target table above,
we have successfully improved in key areas, but more work
will undertake in FY23 and onwards as we strive to improve
the diversity of Bellway. We have also continued to develop
our employee network, ‘Balance’, bringing people together
from across the business to work on a variety of projects to
support and promote gender balance. We have addressed
issues around working patterns for sales advisers and have
introduced more flexible working practices incorporating core
hours to give employees more flexibility on start and finish
times, as well as our Agile Working Policy giving people the
ability to work from home.



Bellway is committed to ensuring that all employees who
make the decision to have a family are supported in the
workplace and have enhanced maternity, adoption, shared
parental and paternity leave benefits for eligible employees.
We have also introduced additional support for employees
who sadly lose a baby before 24 weeks.

In addition, during the year we have also enhanced employer
contributions into our occupational pension scheme.

We aim to improve social mobility and disability diversity
within Bellway. The first stage of the programme is due to
be delivered by the end of 2022. Our new HR processes
will enable us to accurately determine the baseline data,
after which a programme will be devised and implemented
in 2023.

The future of Bellway

Bellway would not exist without the talent and commitment
of our colleagues. We invest in our people to ensure that they
have the training and ongoing development necessary to
progress their careers and deliver work they can be proud

of. As an active member of ‘The 5% Club’, we are committed
to having at least 5% of our workforce employed in earn and
learn roles, including apprenticeships, student placements,
and graduate roles. We are pleased to report that this year 7%
of our workforce were in earn and learn roles and we have
recruited 29 new graduate and 61 new apprentice roles, who
joined Bellway in September 2022.

Responsible employer

As a responsible employer we are committed to ensuring
that all of our people are treated with fairness, consideration
and respect, and we operate a range of policies and provide
training to ensure equal opportunities are provided to all
existing and prospective employees, including modern
slavery and diversity and inclusion training. Staff may report
any concerns to our HR department or through our SpeakUp
whistleblowing helpline managed by an external provider.

Other priorities

Labour shortages impact the whole house building industry,
compounded by the post-COVID-19 employment instability
that is prevalent across many industries. Bellway'’s voluntary
turnover rate for 2022 has fallen to 25.7% (2021 - 26.5%) as we
work towards our target rate of 18% by 2024. We are already
a Living Wage employer, offering competitive remuneration
and benefits, and we have a target to achieve full ‘Living

Recipients of the 20 year service award at our 2022 Employee Awards.

Wage Accreditation’ by the end of the FY24. These activities
will contribute to the overall aim of our Employer of Choice
business priority area - to attract and retain talented
individuals in the business.

Headline KPIs

Headline KPIs 2022
93%

Achieve a >90% average score in Employee
Engagement Survey of staff who would
recommend Bellway as ‘a great place to work’
over a three-year period (FY22-FY24)

North London Assistant Site Manager
wins Apprentice Award

Adam Simms, 19, an aspiring site manager at Bellway's
North London division was awarded Bellway's
Apprentice of the Year. The Apprentice Assistant Site
Manager was nominated by his manager and other
colleagues who praised his commitment to the job.

66 It was a complete shock to get the call
saying | had won the award. My manager
and the Technical Manager on site both said
they had put a nomination in as a thank you
for my work, but | never thought | would go
as far as to win. | was taken aback but very
grateful. It's always nice to be recognised
for the hard work you put in. | really like the
Bellway ethos and | definitely see myself
staying here for a long time. I've already
recommended the apprenticeship scheme
to my friends because it has been such a
good experience. 99

Adam Simms
Apprentice Assistant Site Manager
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Strategic Report

Better with Bellway Strategy and Priorities continued

& Carbon Reductions |

Delivering low carbon homes

Target

Progress Performance

Headline

Reduce ‘absolute’ scope 1and 2 emissions
(tonnes COze) by 46% by July 2030 against
FY19 baseline.

Headline

Reduce scope 3 emissions (tonnes CO.e per
m? floor area) by 55% by July 2030 against
FY19 baseline.

100% electricity purchased will be REGO certified
by December 2023.

Fit monitoring equipment at three exemplar
sites and Energy House projects and compare
running costs/energy consumption between
units by December 2022.

Install Google Smart Home Technology in all
homes on two sites by December 2022 and
assess energy saving benefits.

Increase number of timber frame

units built in Northern divisions.

Deliver timber frame training to relevant site
teams in 2022.

Research embodied carbon benefits of timber
frame versus traditional block.

Our Science Based Target has been validated by the SBTI.
FY22 saw absolute emissions fall by 5.5% to 18,405 tonnes
COse (FY21-19,484; FY19 base year - 25,715).

Our Science Based Target has been validated by the SBTI.
FY22 saw emissions remain stable at 194 tonnes CO,e per m?
floor area (FY19 base year - 1.94).

As at the end of FY22, 72.2% of electricity was REGO certified
(2021 - 69.2%).

5 homes to be fitted with monitoring equipment and
monitored, with learnings to be investigated in FY23.

Trials ongoing and specifications will be reviewed at the end
of FY23.

All new sites in our North East division from July 2022 will be
built using timber frame.

Training has been delivered to all relevant sites.

This has been completed as part of our Science Based
Target submissions.

Climate change is one of the defining challenges
of our time and as a company. The latest climate
science from the IPCC (The Intergovernmental
Panel on Climate Change, the United Nations
body for assessing the science related to climate
change), described by the UN as “code red for
humanity”, shows it is still possible to limit global
temperature rise to 1.5°C, but we are dangerously
close to that threshold. It is therefore important
to achieve rapid and deep emission cuts with the
aim of halving global emissions before 2030 and
achieving net-zero before 2050.
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Bellway is committed to ensuring the business plays its role in
delivering carbon reductions and planning for a sustainable
future. As part of the Better with Bellway strategy, we worked
with the Carbon Trust to set two science-based targets (SBTs):

e Bellway commits to reduce absolute scope 1 and scope 2
GHG emissions by 46% by July 2030 from a FY2019 base
year, aligned to the 1.5°C pathway.

e Bellway commits to reduce scope 3 GHG emissions by
55% per square metre of completed floor area by July
2030 from a FY2019 base year, aligned to the well below
2°C pathway using the physical intensity target criteria
(cumulative physical intensity reduction aligned with 7%
year-on-year reduction and capping absolute emissions
in the base year).

SCIENCE
BASED
TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION



We have set the base year as FY19 as this was the most recent
annual data available at the time that was uninterrupted

by COVID-19 lockdowns. Our scope 3 target goes beyond

the emission reductions that will be required to meet the
Future Homes Standard (‘FHS') in 2025 - we estimate that
moving to the FHS specification for new homes will deliver

a 38% reduction in emissions per m? of floor area, with the
remaining 17% to be achieved through additional emission
saving activity.

These targets have been validated by the Science Based
Target initiative and our first year progress is reported below:

e Against our scope 1 & 2 Science Based Target to reduce
absolute GHG emissions by 46% by July 2030, FY22 market-
based emissions fell by 5.5% to 18,405 tonnes of CO,e
(2021 - 19,484 tonnes), representing a 28.4% fall from the
FY19 base year (25,715 tonnes).

e Against our scope 3 Science Based Target to reduce GHG
emissions per square metre of completed floor area by
55% by July 2030, FY22 emissions were 194 tonnes per m?,
remaining stable against the FY19 base year (194 tonnes
per m?).

Streamlined Energy and Carbon Reporting
(SECR) Disclosure

In accordance with the Companies Act 2006 (Strategic Report
and Directors’ Reports) Regulations 2013 and the Companies
(Directors’ Report) and Limited Liability Partnerships (Energy
and Carbon Report) Regulations 2018 (SECR), we report on
our greenhouse gas (‘GHG') emissions as part of the annual
Strategic Report. Our GHG reporting year is the same as our
financial year and the previous year's figures have been
provided as comparators.

Scope 1 covers emissions from the combustion of fuel and
operation of facilities owned/operated by the company

(for example diesel in site generators and telehandlers; fuel
in company cars used on company business; gas for heating
in offices, show homes and construction compounds) while
scope 2 covers emissions from purchased electricity.

The methodology used to calculate our emissions is based
on the UK Government's Environmental Reporting Guidelines
(2013) and emission factors from the 2021 government GHG
Conversion Factors for Company Reporting. For scope

2 emissions we have reported using both the location-

based method of calculation and, to account for our use of

renewable electricity, the market-based method of calculation.

The reported emission sources include all those which we are
responsible for, except for the following which were excluded
from this report:

e Gas from part-exchange properties due to immateriality

- we have undertaken an estimation exercise and the
emission from gas used in these properties during the
period of October to May (when heating would be active
to prevent damp and frozen pipes) is only 0.15% of the total
scope 1 & 2 footprint.

Emissions from air conditioning units in office buildings

in the FY19, FY20 and FY21 footprints due to immateriality
and difficulty in data collection. We have collected and
accounted for this data in the FY22 footprint.

Emissions from site-based combined heat and power units
for which we do not have operational control.

An element of carbon estimation is undertaken in the
following areas:

e Diesel fuel usage on a small number of sites where fuel
is provided by our groundwork’s contractors. Bellway's
share of the usage is estimated based on forklift usage.

¢ Divisional offices where gas and electricity usage are
included within landlord charges. Bellway's usage is
estimated using a kWh per square metre of occupied floor
space figure derived from other divisional offices with utility
billing in place.

For scope 1 & 2 emissions, data for the 2018/19 base year and
for 2020/21 have been externally verified by Zeco Energy to a
‘reasonable assurance level’ using the ISO-14064-3 verification
standard, while 2021/22 emissions have been verified by

the Carbon Trust to a ‘limited assurance level’ using the ISO
14064-3 verification standard.

For scope 3 emissions, 2021/22 emissions have been verified
by the Carbon Trust to a ‘limited assurance level’ using the
ISO 14064-3 verification standard. Emissions for the 2018/19
base year were calculated with the assistance of The Carbon
Trust for our Science Based Target submission but have not
been through an official verification process. Emissions for
the 2020/21 comparison year were calculated using the
same metrics as the base year and again have not been
externally verified.
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Strategic Report

Better with Bellway Strategy and Priorities continued

% Carbon Reductions continued

Greenhouse gas emissions (GHG) (tonnes of CO,e)®

2019
2022 2021 (base year)

Scope 1 - Combustion of fuel and operation of facilities (including diesel and petrol
used on-site and in company cars on Group business) 16,696 17,704 20,560
Scope 2 - Electricity purchased for our own use (market-method)® 1,709 1,780 5155
Total market-method Scope 1and 2 GHG emissions 18,405 19,484 25,715
GHG intensity (market-method) per Bellway home sold 1.6 19 24
GHG intensity (market-method) per Bellway employee® 6.2 0.6 8.6

Scope 1 - Combustion of fuel and operation of facilities (including diesel and petrol
used on-site and in company cars on Group business) 16,696 17,704 20,560
Scope 2 - Electricity purchased for our own use (location-method)® 4,419 5,282 5,518
Total location-method Scope 1and 2 GHG emissions® 21,115 22,986 26,078
Energy consumption used to calculate above emissions (kWh) 92,854,473 102,076,721 109,622,315
GHG intensity (location-method) per Bellway home sold 19 23 24
GHG intensity (location-method) per Bellway employee® 71 78 8.8
2019
2022 (base year)
Scope 3 (Category 1a: Purchased goods and services - product) 731,398 683,594
Scope 3 (Category 1b: Purchased goods and services - non-product) 13,095 16,261
Scope 3 (Category 2: Capital goods) 4,718 19,030
Scope 3 (Category 3: Fuel and energy related activities) 5,142 5,081
Scope 3 (Category 4: Upstream transportation and distribution) 121,897 113,930
Scope 3 (Category 5: Waste generated in operations) 2,391 4,253
Scope 3 (Category 6: Business travel) 1,987 418
Scope 3 (Category 7: Employee commuting) 1,516 1,468
Scope 3 (Category 1a: Use of sold products - direct) 1,084,788 1,059,905
Scope 3 (Category 12: End-of-life treatment of sold products) 114,638 107145
Total Scope 3¢ 2,081,570 2,011,085
Scope 3 - GHG intensity (tonnes CO,e per m? of completed floor area) 1.94 194

Notes:
a. Carbon dioxide equivalent as per the meaning given in section 93(2) of the Climate Change Act 2008.

Based on the average number of employees during the year.

a0 o

Scope 2 emissions reported using the market-based method to account for electricity supplies purchased under REGO contracts.

category 1b emissions as part of our carbon lifecycle analysis as 670,878 tonnes of COze (2019 - 662,146). Categories 8, 9, 10, 14 and 15 are not relevant to the Group.

Scope 1 emissions fell by 5.69% while scope 2 emissions Improvements in scope 3 emissions will take longer to
(market-based) have again fallen by 3.99%, due to our bring to fruition. Step change savings will be made as we
increased use of REGO (Renewable Energy Guarantee of transition to the 2022 building regulations which will require
Origin) electricity supplies and the ongoing decarbonisation all new homes to produce 30% less emission than current

of the UK electricity mix. 7215% of our electricity is from regulations. Then, in 2025, the Future Homes Standard is
renewable sources (2021 - 69.2%) which has saved 5,263 expected to come into force which will require a 75-80%
tonnes of carbon from entering the atmosphere in the past reduction in emissions compared to current regulations,

year. Discounting the benefit of our REGO supplies, location- so an additional 45-50% over and above the 2022 regulations.

based scope 2 emissions fell by 16.3%.

With 11,198 new homes completed for the year, scope 1 & 2
emissions (market-based) per home sold fell by 15.8% to 1.6
tonnes (2021 - 1.9). With employee numbers largely static,
our scope 1 & 2 (market-based) emissions per employee
have fallen by 6.1% to 6.2 tonnes (2021 - 6.6).
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Scope 2 emissions reported using the location-based method for total electricity used which does not account for the zero-carbon nature of electricity supplies purchased under REGO contracts.
Total scope 3 emissions are reported in line with our scope 3 science -based target, and so exclude category 11b (use of sold products - indirect). We have separately calculated these

The anticipated costs associated with complying with the
Future Homes Standard are incorporated into the land
viabilities, site valuations and Group forecasts. Over and
above the building regulation changes, we aim to drive
additional scope 3 emission savings through enhanced
home specifications and engagement with our supply
chain to reduce embodied carbon in the materials we use
to build new homes.



Building developments

Linked to the development of our Future Homes Standard
specification, work has started on a number of initiatives to
deliver lower carbon and more energy efficient homes for
our customers.

We are building an experimental eco house called ‘The
Future Home' as part of a research project which could
influence how we use our homes in the future. ‘The Future
Home' is being built at The University of Salford’s leading
net-zero research facility Energy House 2.0 and will test
innovations in building materials, the effects of double and
triple glazing, storing solar energy, recovering heat from
wastewater, and how to make most efficient use of air source
heat pumps. Each of these elements will be monitored in
both regular and extreme temperatures, with varying weather
conditions simulated inside the specially built chamber.

The findings will help shape future housing design to enable
the UK to achieve its net zero carbon emissions targets.

‘The Future Home' is one of a series of test sites that we have
set up across the country to work with new energy efficient
technologies. Currently, four ‘Future Homes' are being built
in Callerton, Newcastle, which will be available for open sale,
and homeowners will work with Bellway to monitor energy
usage as part of Bellway's wider carbon reduction strategy.
In addition, we are trialling Google smart thermostats across
three sites to calculate the benefit for dwelling emission rates
as well as energy savings for customers.

Our existing homes are already extremely energy efficient
when compared to the second-hand home market, with

high levels of insulation, double glazing and energy efficient
boilers for heating/hot water. We continue to install renewable
technology on our current homes and in 2022, 25.0% of new
homes were fitted with this technology (2021 - 27.0%), helping
to both reduce carbon emissions and also reduce energy bills
for customers. On average, the Dwelling Emission Rate (‘'DER’)
of our new homes this year was 6.9% better than required

by the relevant building regulations (2021 - 3.9%) (DER is a
measure of carbon emissions, based on SAP calculations,
from the normal running of a home, with lower emissions
equating to reduced energy consumption and so lower bills
for customers).

Site fuel

Trials have been completed to prove that a hydrotreated
vegetable oil (HVO) biofuel alternative to traditional diesel is
suitable for use in our telehandlers. Following confirmation
that the fuel is also compatible with our generators’
suppliers, we will begin site-wide trials of the fuel to
compare performance with traditional diesel. If successful,
the widespread use of the HVO biofuel has the potential to
deliver significant reductions in our scope 1 & 2 emissions,
contributing progress towards our Science Based Targets.

Electrifying the car fleet

Following a review of the existing company car and car
allowance schemes, the Board have approved an initiative
to make electric and low carbon vehicles (EVs) more
affordable to Bellway staff, helping them reduce their own
carbon footprints. Initially, monthly paid staff are now able

to lease an EV via salary sacrifice (with the associated tax
savings) for an all in monthly cost covering the vehicle, road
fund tax, insurance, servicing and tyres. We are also rolling
out the installation of EV charging points at all Bellway offices
to enable staff to charge their vehicles.

Headline KPIs

Headline KPIs 2022 2021
Reduce ‘absolute’ scope 1and 2 18,405 19,484
emissions by 46% by July 2030

(tonnes)

Reduce scope 3 emissions by 1.94 -

55% by July 2030 (tonnes)

«r
-

Bellway welcomes Google

As part of our sustainability strategy, we have teamed up
with Google at one of our developments to fit a series of
hi-tech products into the interior of all private homes on
the site, including the Google Home Hub, Google Nest
Thermostat, and Google video doorbell.

The Google project at Abbey Fields Grange will serve
as a pilot scheme, aimed at increasing sustainability
measures for homeowners. The trial has allowed us to
demonstrate the benefits of the energy saving features
of this technology, which could see it rolled out across
all of our new homes.

66 This technology will allow homeowners
at Abbey Fields Grange to live in a more
sustainable manner, in a way that is aligned
with Bellway's overall mission to be a
responsible housebuilder in an increasingly
climate conscious world. 99

Kenny Lattimore
Sales Manager at Bellway's East Midlands division
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Strategic Report

Better with Bellway Strategy and Priorities continued

Task Force on Climate-related Financial Disclosures (TCFD)

In meeting the requirements of Listing Rule 9.8.6 R, we have concluded that:

e For FY22, we fully comply with recommended disclosures 1, 2, 3, 4, 6, 8, 10 and 11

e For FY22, we partially comply with recommended disclosures 5, 7 and 9.

TCFD recommended disclosures

Cross-reference or reason for non-compliance

Next steps and further comments

Governance

1) Describe the Board's oversight of

climate-related risks and opportunities.

2) Describe management's role in
assessing and managing climate-
related risks and opportunities.

2022 Annual Report - Governance
section (Pages 86-139)

Compliant
2022 Annual Report - Governance
section (Pages 86-139)

Compliant

We will continue to ensure that
climate-related issues are included in
Bellway's senior leadership decision-
making processes.

We will continue to develop and disclose
the allocation of roles and responsibilities
of climate-related issues to management
across Bellway:.

Strategy

3) Describe the climate-related risks and
opportunities the organisation has
identified over the short, medium and
long-term.

4) Describe the impact of climate-
related risks and opportunities on the
organisation’s businesses, strategy
and financial planning.

5) Describe the resilience of the
organisation’s strategy, taking
into consideration different future
climate scenarios, including a 2°C or
lower scenario.

2022 Annual Report - Strategic report
section (Pages 10-83)

Compliant - We have undertaken
an assessment of the financial
impacts of our climate-related risks
and opportunities.

2022 Annual Report - Strategic report
section (Pages 10-83)

Compliant - We have assessed
how our commercial strategy will be
impacted by our identified climate-
related risks and opportunities.

2022 Annual Report - Strategic report
section (Pages 10-83)

Partially compliant - We have
begun to assess the resilience of
our commercial strategy to climate-
related risks.

We will continue to undertake and refine
a financial quantification assessment

of our climate-related risks and
opportunities, to further understand their
financial impact.

We will continue to review our Better
with Bellway strategy to encompass
our identified climate-related risks
and opportunities.

We will review and report on how
resilient our Better with Bellway
strategy is to climate-related risks and
opportunities, we aim to achieve this by
the end of 2023.

Risk management

6) Describe the organisation’s processes
for identifying and assessing climate-
related risks.

7) Describe the organisation’s processes
for managing climate-related risks.

2022 Annual Report - Risk
management (Pages 75-78)

Compliant

2022 Annual Report - Risk
management (Pages 75-78)

Partially compliant - we are yet to
detail our processes (e.g. risk mitigation,
transference, acceptance or control)
for managing climate-related risks.

In addition, we are yet to detail our
process for determining climate-related
materiality within our organisation.
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On an ongoing basis, we will continue
to enhance our level of awareness
regarding our climate-related risks and
opportunities in line with emerging
regulatory requirements.

We will be undertaking further review
of our decision-making processes for
current and future risk control as well
as further developing our processes for
determining climate-related materiality.
We aim to achieve this by the end

of 2023.



TCFD recommended disclosures

Cross-reference or reason for non-compliance

Next steps and further comments

8) Describe how processes for
identifying, assessing and managing
climate-related risks are integrated
into the organisation’s overall
risk management.

2022 Annual Report - Risk
management (Pages 75-78)

Compliant

We will continue to monitor and
manage our risk management
processes to ensure climate-related
risks are integrated and appropriate
accountability is maintained.

Metrics and targets

9) Disclose the metrics used by the
organisation to assess climate-related
risks and opportunities.

10) Disclose scope 1, scope 2, and if
appropriate, scope 3 greenhouse gas

2022 Annual Report - Carbon
Reductions section (Pages 42-45)

Partially compliant - we have not yet
set opportunity metrics related to low-
carbon products and services or for
climate-related remuneration. We have
not yet set an internal price of carbon.

2022 Annual Report - Carbon
Reductions section (Pages 42-45)

We are in the process of setting and
disclosing an internal price of carbon,
we aim to achieve this by the end

of 2023.

We are committed to continually
reporting and reducing all of our

emissions, and the related risks. .
Compliant

11) Describe the targets used by the
organisation to manage climate-
related risks and opportunities and

performance against targets, Compliant

2022 Annual Report - Carbon
Reductions section (Pages 42-45)

greenhouse gas emissions. We are also
committed to disclosing GHG emissions
against appropriate efficiency ratios.

We will continue to report progress
against our climate-related targets
including our targets and metrics
around water usage and waste
reduction within our value chain.

As a responsible homebuilder, we recognise that climate
change is a growing and significant issue. For a second
consecutive year, we are reporting against the Task

Force on Climate-related Financial Disclosures (TCFD)
recommendations. This year, we have focused on enhancing
our understanding of climate-related financial risks and
opportunities. We have assessed their impact on the business,
through a series of workshops, in order to understand the
financial significance of each risk and opportunity. We define
this process as the financial materiality assessment of our
climate-related risks and opportunities.

Our approach is structured in line with the four TCFD
supporting recommended disclosures:

e Governance.

e Strategy.

e Risk management.

e Metrics and targets.

We have provided a summary of our performance against
each recommended disclosure above, and a reference table.

We will continue to refine our approach to identifying,
assessing and managing our climate-related financial risks
and opportunities. We will align with the guidance outlined
in the Task Force's implementation guidance before 2025.

Governance

Climate change represents a principal risk for our business
and, as such, it is treated with the utmost importance by our
Board and within our approach to governance. Our Group
Finance Director is the Board sustainability sponsor and is
responsible for monitoring climate change risks, opportunities
and business impacts. The Group Finance Director sits on the
Executive Team, the Board and chairs the Better with Bellway
Leadership Committee.

The Better with Bellway Leadership Committee monitors
climate-related responsibilities and progress against our
operational targets, including around carbon reduction.

The Committee is also responsible for the management

of sustainability at a strategic level and oversees the
development of our Better with Bellway sustainability strategy.
The Committee is supported by the Better with Bellway
Leadership Team, chaired by the Group Head of Sustainability.
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Strategic Report

Better with Bellway Strategy and Priorities continued

Task Force on Climate-related Financial Disclosures (TCFD) continued

The Better with Bellway Leadership Team has been assigned
responsibility for raising the profile of environmental, social
and governance (ESG) risks within Bellway and is responsible
for the delivery of the Better with Bellway strategy.

Annually an in-depth sustainability update is provided to the
Board, this includes progress towards achieving the Better
with Bellway KPIs and targets. In addition, a strategy update is
provided at each meeting to ensure the Board are equipped
with relevant information on climate issues. The Board use
this information when reviewing the Group's overall strategy,
business decisions, forecasts and risk management. This can
be evidenced in decisions relating to strategic land purchases,
expansion of the trial of timber framed construction and the
electrification of the company car fleet.

The Audit Committee receives quarterly updates on business
risks which include climate change. Annually, the Committee
undertakes a comprehensive review of key business risks.

Strategy

Our Better with Bellway strategy relies on our commitment
to deliver long-term value for our customers, employees,
suppliers, shareholders, the environment and the wider
community. We will continue to support the UK Government
in the realisation of its net-zero target by 2050. Our efforts

to tackle climate change are framed within four of the eight
pillars of our strategy:

Carbon Reductions

vy ® Developing science-based carbon
reduction targets.

e |dentifying and mitigating our climate-related
financial risks and opportunities.

Resource Efficiency

¢ Implementing energy-efficient construction
practices and equipment.

e [nnovating and investing in research
and development.

Sustainable Supply Chain

e Evaluating the embodied carbon in our
raw materials.

e Working with suppliers to find opportunities along
the supply chain.

Building Quality Homes, Safely

e Complying and exceeding the requirements of
the Government’s Future Homes Standard.

e Designing homes with reduced
energy consumption.

Notes

Climate scenario analysis

We first embarked on our journey to identify climate-related
financial risks and opportunities for our business in 2021.

This year we expanded upon this and developed a robust
approach to climate scenario analysis. We assessed the
resilience of our strategy against possible climate futures using
the latest climate science as set out in the Intergovernmental
Panel on Climate Change's Representative Concentration
Pathways (RCPs)2

Climate scenarios

Cautious scenario (RCP 4.5) A predicted global temperature
increase between 1.7°C and
3.2°C, in line with current climate
change policies, pledges
and commitments.

Worst-case scenario

(RCP 8.5)

A global temperature increase
between 3.2°C and 54°C, where
carbon emissions continue
growing unmitigated.

For our TCFD reporting, both climate scenarios are projected
over three time horizons - short-term (2022 to 2040), medium-
term (2040 to 2060) and long-term (2060 to 2080). The time
horizons encompass the wide range of timeframes over
which the different climate-related risks will be realised.

The equidistant timeframe of each presents a clear distinction
between the short, medium, and long-term and allows for
longer-term planning of key climate-related risks. For the
context of Bellway, the time-horizons took in to account the
lifetime of Bellway's assets (primarily homes), the profile of the
climate-related risks, and the geography of operation across
the UK. The following parameters were considered:

e The short-term time-horizon allows for the prioritisation of
risks and opportunities to be included within operational,
financial, and capital planning;

¢ Industry guidance highlights the typical lifespan of homes
as up to 60 years (for the purposes of whole lifecycle
carbon assessments); and

¢ Bellway Homes operate out of 22 divisions in England,
Scotland, and Wales. The time-horizons took account of
the relevant geographical data from the UK Met Office
(2018). This dataset shows clear changes and projections
for physical climate-related impacts at key milestones in
alignment between present day and post-2070s.

a Representative Concentration Pathways (RCPs) were defined by the Intergovernmental Panel on Climate Change (IPCC). The RCPs are considered a method to set different scenarios under
economic, social and physical assumptions that might occur because of climate change, and compare global carbon emissions against pre-industrial levels, projecting the effects from now

until the end of the century.
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Notably, most climate models deliver scenario results for
physical impacts at a timeframe beyond 2050. The immediacy
of the physical risks will increase under a high-emission
scenario and should be considered over the short-term.

The climate scenario analysis outlined above was used
to identify the projected climate changes across England,
Scotland and Wales. Consistent with TCFD, we identified:

e Physical risks: defined as direct damage resulting from
climate change phenomena. These can be event-driven
(acute) or long-term shifts (chronic) in climate patterns.

e Transition risks: defined as policy and legal, technological,
market and reputation impacts, associated with
the implementation of measures to reach a low-
carbon economy.

e Opportunities: realised benefits of climate change arising
from new policies, operational efficiencies, resource
efficiencies, and capitalising upon the low-carbon market
and technological drivers.

We also assessed the financial significance of our climate-
related financial risks and opportunities by:

1. Conducting a financial climate change workshop with
cross-departmental representation.

2. Analysing the financial thresholds and value of our current
and pipeline land and housing portfolio.

3. Identifying the potential financial impacts of every climate
risk for the business.

4. Classifying every risk and opportunity in the financial
threshold, depending on the level of impact against
Bellway's portfolio value ie. assets and land.

The most relevant climate-related risks we have identified are
summarised on page 50-52. This includes the level of financial
impact for the short-term time horizon (2022 - 2040).

Risk: financial impact score key:

1. Impacts less than 1% of Bellway's portfolio value.

2. Impacts between 1% to 2.5% of Bellway's portfolio value.
3. Impacts between 2.5% to 5% of Bellway's portfolio value.
4. Impacts more than 5% of Bellway'’s portfolio value.

For each climate-related opportunity, we have identified a
potential value score for the short-term time-horizon (2022
to 2040). Each opportunity is scored against the strength of
the benefits Bellway will experience if they are to realise the
identified opportunity. The thresholds are defined as follows:

Opportunity: financial impact score key:
1. Anincrease to Bellway's portfolio value at less than 1%.
2. An increase to Bellway's portfolio value at 1% to 2.5%.

3. An increase to Bellway's portfolio value at between
2.5 and 5%.
4. An increase to Bellway's portfolio value at more than 5%.

The financial impacts of the risks and opportunities is
considered as part of the financial planning process. This can
be evidenced by the allocation of resources for initiatives
including the Future Home per page 45.
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Strategic Report

Better with Bellway Strategy and Priorities continued

Task Force on Climate-related Financial Disclosures (TCFD) continued

Physical risk o
Financial score
Cautions Scenario Worst Case
(short-term Scenario (short-
Category Identified climate risk Actual and financial impact time-horizons) term time-horizons)
Acute Increased frequency and e Increased expenditure as a result of Score 1 Score 2
intensity of heatwaves implementing measures to maintain
leading to adverse on-site comfortable working conditions on
working conditions. construction sites.
e Reduced revenue and increased costs
as a result of build delays caused
by labour disruption and decreased
production capacity.
Increased frequency and e |ncreased costs of repair and loss of Score 1 Score 2
intensity of extreme rainfall useable materials during construction.
events leading to increased e Reduced availability of future
river, coastal and surface developable land.
water flooding. * Increased operating costs due to the need
for additional drainage, or amendments
to existing drainage, both during
development and upon completion.
Chronic Sustained increase in e Increased costs due to adapting and Score 1 Score 2
temperatures leading to poor redesigning new homes.
thermal comfort/overheating e Reduced sales revenue and investment
in homes. if buyers and investors perceive that
the design of Bellway's homes are not
adequate for mitigating against the effects
of climate change.
Sea and tidal river levels rise e Increased costs due to prolonged planning  Score 1 Score 2
may put some site locations and construction times for at-risk sites.
in the coastal regions and e Loss of revenue due to reduced availability
near flood plains up-river at of future useable land and inability to
risk of flooding. include planned units on at-risk sites.

e |ncreased insurance premiums and
reduced availability of insurance on assets
at high-risk locations.
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Transition risk
Financial score

Cautions Scenario Worst Case
(short-term Scenario (short-
Category Identified climate risk Actual and financial impact time-horizons) term time-horizons)
Policy Many local authorities e Increased operating costs as a result Score 1 Score 1
and legal  have declared climate of planning delays or rejections
emergencies, aligned to the by local authorities and the
Environment Act and the associated resubmissions.
Planning and Energy Act, Reduced revenue due to negative
and have set expectations perception of stakeholders arising
of developers to address from an insufficient response to local "
associated impacts. authority requirements. Ff
Constrained land supply leading to inflated (%”
land costs. o
Loss of revenue if stakeholders perceive H
that Bellway is not responding appropriately -
to local authority climate agendas.
Financial penalties and a fall in demand
and investment if new local authority
requirements are not met.
Failure to comply with the Reduced sales revenue and investment Score 3 Score 4
Future Homes Standard for if buyers and investors perceive that
England which is planned the design of Bellway's homes are not
to be introduced by 2025 - adequate for mitigating against the effects
requiring new build homes of climate change.
to be future-proofed with Financial penalties and a fall in demand
low carbon heating and and investment if new regulatory
a very high standard of requirements are not met.
energy efficiency.
Failure to report and Reduced demand and investment Score 1 Score 1
disclosure both mandatory if partners, customers and potential
and voluntary climate- investors perceive Bellway has had a
related information to a delayed response to the climate-related
credible standard. reporting landscape.
Increased costs from fines and judgments
arising from non-compliance and with new
reporting requirements.
Technology Insufficient development and Increased costs due to investment in Score 3 Score 3
availability of more efficient research and development.
products and technologies Increased costs from extended build
to deliver climate- time and effort to deliver homes and
resilient homes. developments resilient to climate change.
Loss of revenue if buyers perceive
that Bellway is unable to offer climate-
resilient homes.
Constrained supply of more efficient
products and technologies leading to
inflated prices.
The Government has now Increased costs due to higher input prices  Score 2 Score 2

recognised that low carbon
homes may be more
expensive for customers than
existing (e.g, gas boiler) homes.

of ‘renewable’ resources and equipment.
Reduced demand and sales revenue as a
result of negative feedback from buyers on
the costs of running a Bellway home or if
buyers favour older properties as opposed
to new builds.
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Strategic Report

Better with Bellway Strategy and Priorities continued

Task Force on Climate-related Financial Disclosures (TCFD) continued

Transition risk continued

Financial score

Cautions Scenario Worst Case
(short-term Scenario (short-
Category Identified climate risk Actual and financial impact time-horizons) term time-horizons)
Market Supply chain challenges e |Increased costs due to inflated input prices  Score 3 Score 3
resulting in exhausting and delays in construction activity.
of resources leading to e Reduced revenue from a reduction in
decreased availability of completed homes.
building materials.
Failure to improve Bellway's e Increased operating costs due to Score 2 Score 2
carbon footprint by construction and wider business
meeting the Science Based disruptions resulting from the transition to a
Targets, whereby scope 1, low-carbon economy.
2 and 3 carbon emissions e Damage to share price owing to a
are reduced. perception of potential and existing
investors that Bellway has not met its net-
zero commitments.
e Increased expenditure and costs resulting
from the actions and initiatives required to
meet Science Based Targets.
Reputation Customers and communities e Loss of competitive advantage resultingin Score 3 Score 3
do not perceive that Bellway reduced demand for Bellway homes and a
has responded/contributed fall in sales revenue.
appropriately or sufficiently e Damage to share price if potential and
to the transition to a low- existing investors perceive that Bellway's
carbon economy. response to transitioning to a low-carbon
economy has been inadequate.
Failure to embed e Increased costs due to recruitment/ Score 1 Score 1
sustainability in the business inductions and associated construction
(including within staff and business disruptions.
training and development * Reduced revenues due to the impact of
processes) may lead to workforce issues on completions.
the business becoming e Damage to share price if the business is
unattractive to staff, potential not seen as an attractive investment due
investors and existing to perceived poor performance regarding
shareholders as sustainability sustainability and ESG.
_and ES_G performance are ¢ |Increased staff turnover resulting in loss of
!ncreasmgly incorporated knowledge and inefficiency.
into employment and
investment decisions.
TCFD opportunity
Potential
Category Identified climate opportunity Business impact value
Resource  Achieving savings from optimising resources Operational savings and reduced expenditure  Score 2
efficiency  consumption and adopting circular economy for materials and waste management.
measures, reintegrating fit-out materials to
productive cycles, reducing waste costs and buying
less materials.
Technology Harnessing significant operational savings Operational savings, more efficient building Score 2
by investing in energy-efficient equipment, processes, more efficient technology
sustainable materials and implementing sustainable and equipment.
building practices.
Market and Increase in demand for housing due to the Increase in demand, sales and market share Score 1

reputation impact of climate change (more people in need of
homes due to forced displacement and migration,

for example).

resulting in enhanced revenue.
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Better with Bellway is regularly reviewed by the Board, the
Better with Bellway Committee and the Better with Bellway
Leadership Team, against our identified scenarios, to monitor
and further identify climate risks, opportunities and financial
impacts and how these will affect Bellway as a business.

Risk management

At Bellway, climate-related risks have been integrated into

our established company-wide Risk Management Framework.
This framework is overseen by our Audit Committee, and

we utilise our Risk Management Policy to identify the current
climate-related risks and opportunities. This process considers
internal and external uncertainties which, if they occur, will
have a significant impact on our business. Once we identify
our risks, we then categorise each of them as follows:

Strategic risks.
e Operational risks.
e Financial risks.
e Compliance risks.
e Reputational risks.

A full summary of our climate-related risks and opportunities,
and their associated business and financial impacts, is
captured within our internal TCFD Risk and Opportunities
Register. The register provides a coherent framework to
identify, assess, manage and monitor the impacts of climate
change on our business. We identify current or future
mitigation measures and controls for the risks to reduce the
impact and likelihood of each arising. We follow the same
method to identify our climate-related opportunities.

Following the quantification of the most significant risks and
opportunities for our business, we then integrate these into
our company-wide strategic Risk Register. This Risk Register
is reviewed o