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Executive Summary

Introduction

It has been two years since the housing market began to decline, which presented the backdrop to the
first corporate sustainability benchmark undertaken by NextGeneration in 2007. For the last few years,
the industry has been characterised by widespread redundancies and business restructuring. It is only
recently that there have been signs of recovery in terms of mortgage approvals increasing, house prices
following suit, and developers returning to sites. Full recovery is likely to take some time.

In the interim, the government has injected over £1bn into the sector to aid recovery, consulted on
the definition of zero carbon and set up an independent organisation - the Zero Carbon Hub - to help
guide the industry towards 2016.

NextGeneration therefore reports on the top 25 UK homebuilders’ approach to sustainability in this
time of significant uncertainty. During a period when CLG figures indicate a 19% reduction in output
across the whole industry in the 12 months to December 2008, this group were responsible for
approximately 60%? of annual output of housing stock.

Box A - NextGeneration

NextGeneration was launched in 2006 to build on the success of the Insight Investment and WWF
sustainability benchmarking exercises (undertaken in 2004 and 2005) and to expand their reach
and ownership.

Set up as a multi-stakeholder initiative, NextGeneration aims to drive best practice in sustain-
ability into the heart of the residential sector by encouraging the industry itself to embrace more
sustainable house designs and delivery. It is intended to be a platform through which developers
can both identify the sustainability-related risks they face and develop a good understanding of
how best to address the related opportunities.

For the 2009 benchmark, NextGeneration has been supported and directed by WWF-UK, Insight
Investment, The Homes and Communities Agency, and Bank of Scotland - Corporate, all of whom
sit on its Executive Committee. Upstream Sustainability Services at Jones Lang LaSalle acts as the
secretariat to the initiative, carrying out the analysis for the benchmarking and delivering a range
of services to NextGeneration members.

The unique output of NextGeneration is its annual benchmark of the UK’s top 25 homebuilders
(determined by units built in the reporting year). Following last year’'s benchmark, which focussed
on the industry’s approach to addressing climate change adaptation and mitigation issues, this
year the benchmark returns to the wider corporate benchmark, also undertaken in 2007.

The benchmark incorporates two sets of scores: the first (the phase 1 score) rates the level of
transparency adopted by companies in the benchmark and the second (the phase 2 score, which
only NextGeneration members are allocated), rates those companies’ additional information in
relation to sustainability-related practices beyond those included in reporting.

1 Communities and Local Government, 2009. House Building December Quarter 2008 [online]. Available from: http://www.
communities.gov.uk/publications/corporate/statistics/housebuildingg42008 [Accessed 29 September 2009]. Statistics refer to
completions in England only.

2 This number has been calculated from CLG figures for England, and statistics published in Building magazine’s July 2009 edition,
as well as directly from the companies in the top 25. Where statistics have not been available estimates have been made based
on the percentage change in output of the house building companies from the previous reporting year.
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Overall results

Three companies have emerged as leaders in this year's benchmark - the Berkeley Group, Crest
Nicholson and Miller Homes achieving 86.7%, 77.0% and 76.6%, respectively. This is shown in
Figure A below:

Figure A - Top 25 overall performance
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The continued focus on sustainability issues despite recessionary pressures is extremely encouraging.
There are still a number of companies in the sector responding strongly to the challenges and the
opportunities facing their business operations. However, with a more compact timeline than ever, it is a
critical period for the new build housing sector as it comes out of the recession.

Methodology

Similar to previous years, the benchmarking is undertaken in two phases:

A score of 100% in either phase would indicate that it had achieved best practice as defined by the
NextGeneration criteria.

Laying Firm Foundations UK homebuilders make progress in addressing sustainability Next Generation 2009 2



Why undertake a sustainability benchmark?

Despite economic pressures, sustainability impacts facing the homebuilding sector cannot be
overlooked. Rising average global temperatures, increasing risks of energy security and water scarcity
have potentially significant effects for the homes we build and live in. Issues of affordability, fuel poverty
and the health of new homes being built also need to be overcome by the sector.

The government’s target to reduce the UK’s carbon emissions by at least 80% by 2050 translates into a
near to zero as possible reduction from buildings. Housing is the biggest target area for the government
in terms of legjslation and coupled with ambitious supply targets, the challenge for homebuilders is
clear - to increase the provision of affordable and sustainable homes.

Figure B - The road to zero carbon and beyond
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NextGeneration believes that by undertaking this corporate sustainability benchmark, companies can
focus on the entire range of high-level sustainability issues facing their organisations and understand
how best to put structures in place to tackle them. As a collective movement, it provides a valuable
link for the homebuilders into government and other stakeholders, and allows discussion of key
issues facing the industry in response to consultation documents and emerging regulation. The
initiative is designed to assist member companies in their market positioning and in future-proofing
their businesses.

With a clear carbon roadmap for the housing sector to 2050 (see Figure B above), those companies
entering the recovery with sustainability at the heart of their business practices will be better placed
to take the opportunities and mitigate against the risks they face. Homebuilders will need to think
innovatively and strategically about both new build and the existing stock in order to meet the
challenges ahead.

Progress since the 2007 Corporate Benchmark

The 2007 and 2009 corporate benchmarks were broadly similar in their content (as opposed to

the 2008 benchmark which concentrated solely on climate change issues and is, therefore, not
comparable) in order to ensure comparability and an understanding of progress made by the sector
over the two years. However, there are three distinct changes between the benchmarking years, which
are as follows:

1. While broadly similar, and assessing companies against the same headline sections, the criteria
for 2009 has evolved since 2007, becoming more stringent in some areas, especially where new
legislation has been brought in. The increased stringency represents approximately 10% in terms of
a company’s final score. For example, if a company was to score 60% in both 2007 and 2009, this
would represent an improvement in performance in real terms of around 10%.
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2. The 2007 benchmark assessed the top 20 UK homebuilders, whereas the 2009 benchmark
assessed the top 25 homebuilders.

3. The membership between the years has changed and, therefore, the overall scores for those
companies who were members in 2007 and are not in 2009 are not fairly comparable. This is also
applicable when looking at scores for companies who were not members in 2007 and are in 2009.

The main report provides greater detail regarding the performance of the companies in 2009
compared to those analysed in the 2007 benchmark.
Benchmarking drives improved performance

While the factors outlined above do affect the assessment of all the companies against each other,
progress of those companies which have been members of NextGeneration during both the 2007 and
2009 benchmarks shows improvement has been made through engagement and collaboration. This
is demonstrated by Figure C and shows that, on average, those companies that have engaged with the
initiative since 2007 have improved their performance by more than 10%, which is significantly greater
than that for the wider set of homebuilders assessed.

Figure C - Progress since the 2007 Corporate Benchmark?®
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Detailed review of results

The 2009 Corporate Benchmark results show great variation, as with previous years’ benchmarking,
with a range of scores from 87% to 0%. Member companies of NextGeneration outperformed non-
members with respective average scores of 57.9% and 13.5%. With NextGeneration members having
the opportunity to provide information further to that in the public domain for consideration in their
scoring, this difference in performance is not surprising.

Listed homebuilders continue to outperform non-listed homebuilders with an average score of 44.6%
compared with 18.8%, with the bottom eight performing companies being non-listed developers.
However, this hides some very strong performances by private companies, notably Crest Nicholson
and Miller Homes (2" and 3™ in the ranking respectively). In addition, as with previous benchmarks,
we would highlight that non-member scores may not represent actual performance, rather a lack of
disclosure in this area. As with any company that is not currently a member of NextGeneration, we
would encourage these developers to join their peers and engage with the initiative to showcase their
approach to these issues.

As Taylor Woodrow and George Wimpey were NextGeneration members during the 2007 Corporate Benchmark, and then merged
to form Taylor Wimpey, who are currently NextGeneration members, the merger means that results from these benchmarks are
not directly comparable and therefore Taylor Wimpey has been omitted from the above graph.
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As with the 2007 benchmark, companies’ average performance in strategy, governance and risk
management (34.7%), was greater than impact on society (32.6%) and impact on the environment
(28.4%). The respective average scores against these sections in 2007 were; 46.4%, 41.0% and
30.3%. While at first this looks like a decline in performance, the average scores for the top performing
20 companies in 2009 against the three headline sections are 43.4% (strategy, governance and risk
management), 40.7% (impact on society) and 35.4% (impact on the environment). These are broadly
comparable with the 2007 averages and show a greater than 5% improvement in relation to the impact
on the environment section.

Strategy, governance and risk management

Below is an outline of each of the criteria within the strategy, governance and risk management section.
Also highlighted is an example of best practice performance from the companies benchmarked.

2009 Corporate Benchmark Criteria - Strategy, Governance and Risk Management

Strategy: Board-approved policy in place outlining the company’s approach to sustainability, related
objectives and targets, a commitment to measuring performance and evidence of engaging with exter-
nal stakeholders.

Galliford Try’s

Governance: Clear governance structures in place at a management level showing Board-driven
implementation of the company sustainability strategy, including business objectives and remunera-
tion. Identification of responsibilities for implementing the sustainability strategy at an operational
level (both product and offices), supported by a structured training programme.

Inspace Partnerships

Risk management: Core business risk analysis accounts for sustainability issues, including both
climate change mitigation and adaptation, and company identifies the commercial implications of
these.

Crest Nicholson

Disclosure: Disclosure covers environmental, social and economic issues, includes Key Performance
Indicators (KPIs), management and performance targets, and information is assured using external
processes and standards.

Barratt Developments
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Impact on the environment

Below is an outline of each of the criteria within the impact on the environment section. Also highlighted
is an example of best practice performance from the companies benchmarked.

2009 Corporate Benchmark Criteria - Impact on the Environment

Management Systems: An externally certified Environmental Management System is in place cov-
ering all sustainability impacts related to the business.

Keepmoat Limited

Commitment to Sustainability Building Standards: Performance of all private dwellings is assessed
against EcoHomes Very Good standard and level 3 of the Code for Sustainable Homes. Innovate proj-
ects and research has been undertaken for levels 4, 5 and 6 of the Code for Sustainable Homes.

Crosby Lend Lease

Ecology: The protection and enhancement of ecological value of sites is addressed through policy and
procedures and the number of sites which are implementing biodiversity action plans (or equivalent)
are measured.

Taylor Wimpey

Climate Change: Board-approved policy in place outlining the company’s approach to climate change,
related objectives and targets, a commitment to measuring performance and evidence of engaging
with external stakeholders.

Barratt Developments

Energy: Operational energy consumption or CO, production is measured, short-term targets are
set to improve performance and the company commits the business to aspirational long-term
goals. Energy efficiency of the company’s product is addressed and commitment to achieving the
energy component of the Code for Sustainable Homes levels three, four and six for new homes
is evidenced.

Water: Operational water consumption is measured and yearly targets are set to improve perfor-
mance. Water efficiency of the company’s product is addressed and commitment to achieving the
water component of the Code for Sustainable Homes levels three/four and five/six for new homes is
evidenced.

The Berkeley Group
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Domestic Waste: Commitment and contribution to reducing waste and increasing recycling by
enabling and communicating with customers to recycle more effectively.

Crest Nicholson

Transport: Commitment to reducing car dependency on developments through the use of innovative
transport initiatives and the integration of cycle storage on developments. The proximity of develop-
ments to public transport is measured across all sites.

The Berkeley Group

Procurement & Supply Chain Management: An externally audited sustainable procurement policy
is in place ensuring the company addresses its supply chain and material specification processes in
relation to environmental and socio-economic issues.

Construction Waste: Construction waste is measured with targets in place committing the company
to reducing waste produced or increasing recycling,.

Construction Site Management: Management of construction site activities including carbon emis-
sions and water consumption arising from site activities, and air and water pollution controls in place.

Inspace Partnerships

Impact on society

Below is an outline of each of the criteria within the impact on society section. Also highlighted is an
example of best practice performance from the companies benchmarked.

2009 Corporate Benchmark Criteria — Impact on Society

Health and Safety: A comprehensive health and safety policy and management system is in place
and health and safety auditing is undertaken. Average accident and incident rates are measured and
targets are set. All construction site operatives (and sub-contractors) are Construction Skills Certificate
Scheme trained.

Gladedale Group
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Considerate Construction: All sites are signed up to the Considerate Constructors Scheme.

Kier Residential

Employment: Commitment and contribution to developing skills within the industry during the con-
struction process and through long-term employment creation.

The Berkeley Group

Stakeholder Engagement: Identification and engagement with key stakeholders on both a strategic
and project level.

Taylor Wimpey

Customer Engagement: A communication programme is developed and undertaken to provide cus-
tomers with information related to sustainability issues and to understand the market demand for
sustainable housing. Customer satisfaction for all units sold is measured.

Well-being: All sites are designed and built to the principles of Lifetime Homes, Secure By Design and
Building for Life. Initiatives are undertaken on developments to promote outdoor recreation, health
and community interaction.

Inspace Partnerships

The road to zero carbon... and beyond

As can be seen by these encouraging results, homebuilders have not let recessionary pressures push
their sustainability activities aside. The strong focus on research and development and setting of
challenging commitments to ensure new building standards are met is very encouraging. However,
with the 2016 zero target looming, industry and government alike need to account for the tightened
timeframe put upon homebuilders and the increased pressure on the supply chain in light of the
downturn. The results of the benchmark show that this is a critical area for attention going forward in
order to deliver on the targets in place.

The drive for improved environmental efficiency of product has been remarkable. However, alongside
this the socio-economic aspects of sustainability cannot be overlooked. Concepts of community-
building and place-making must be at the heart of government policy and industry practice in order to
achieve the vision of sustainable community development.

It is against this backdrop that NextGeneration is making the following recommendations to both
industry and government in order for homebuilders to continue towards the government’s overall vision
of delivering sustainable communities and the necessary support required to achieve this.
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Recommendations to industry

Seek to understand the materiality* and significance of sustainability issues to business operations
and ensure this forms part of current risk procedures and future strategy development.

Continue to invest in innovative projects and research into achieving higher levels of the Code for
Sustainable Homes and seek to collaborate both internally and externally to share best practice and
lessons learnt.

While climate change mitigation issues are beginning to be addressed, keep sight of future, and
critical, climate change adaptation challenges, including flood risk and water scarcity.

Drive performance and understanding within the supply chain (both materials and labour) to ensure
the development and availability of sustainable products, and the necessary skills to deliver the
required standards.

Ensure the delivery of more environmentally-efficient homes fits within, and compliments, the wider
vision of place-making and community-building.

Understand and deliver upon the role you have to play in engaging with the customer throughout the
sales process, from marketing to handover.
Recommendations to government

Continue to maintain a global leadership position in terms of driving the industry towards building
more sustainable homes and continue to work with developers (and other stakeholders) to ensure
the commercial and technical deliverability of these aspirations.

Ensure that policy and legislation provides a clear and deliverable framework for homebuilders
and is implemented consistently across all decision-making bodies, from local through to national
levels.

Invest in research and development in the sector (both developers and supply chain) to support and
foster sustainable innovation in the market and on the part of key public sector actors.

Invest in training programmes and skills development of current and future workers in the
construction of sustainable buildings.

Continue to support the housebuilders to gain a greater understanding of how the homes they are
building are performing in practice.

Provide incentives and programmes through which homebuilders can effectively share information
with the wider industry.

Take a leading role in educating on and marketing sustainable homes to the house buying market.

4 Global Reporting Initiative, 2009. G3: Content & Materiality [online]. Available from: http://www.globalreporting.org/
CurrentPriorities/ContentandMateriality [Accessed 29 September 2009].
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