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AFTER PARIS, TIME FOR ACTION

In Paris, governments committed to limit temperature increase
to 2°C, possibly 1.5°C, and phase out fossil fuel by the end of
the century

For the buildings sector to comply with that, it needs to reduce
its COz2emissions by 77% compared to today’s levels

Role of the private sector was explicitly recognised in the final
agreement. .
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SIGNING CEREMONY

The agreement will open for

- signature in New York on April
- 22 with a signing ceremony

The 55/55 threshold
¥ The agreement will enter into

;== <. force once at least 55 countries

; _i emissions have deposited their

-

.= instruments

FLEXIBLE TRANSPOSITION b
The agreement will be accepted
by national governments through
instruments of ratification,
acceptance, approval or
accession

WHAT WILL HAPPEN IN THE
us?

Ensuring presidential
acceptance before Nov election




Pre- Paris: Investor platform for climate action

INVESTOR PLATFORM

FOR CLIMATE ACTIONS

$

? o

trillion USD
40 participating
countries

INVESTORS
[
Savers, pension funds,
l insurance companies MEASURE
and asset managers
l $ l are aware of the risks ®

climate change pose

l to investments

Investors are assessing
the exposure of investment
portfolios to climate change risks

REALLOCATE ENGAGE
L 4 ®
Investors are shifting Investors are working

capital from emissions
intensive activities

with the companies to
advocate for better

and fossil fuels management
to low and and disclosure
zero carbon of climate

activities

risks
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-+ REINFORCE ----
Investors reinforce their actions by encouraging strong domestic and international
climate and clean energy policies.

These are the pillars which would support increased investment in the low-carbon economy
and we look forward to a dialogue about the policy frameworks needed to catalyze investment
in the clean energy, low-carbon future.

PRI

Investor Network on
CLIMATE RISK

a project of Ceres

Principles for
Responsible
Investment

SN'CDP

IIGCC

6(

INVESTOR PLATFORM FOR CLIMATE ACTIONS

investorsonclimatechange.org

MEASURE
Montreal Carbon Pledge *========s==s=s=sszsazasip

e 9 S

118 18 $10.3
signatories. countries Participating
AUM (trillion USD)*
ENGAGE

Collaborative engagement *====================

e 9 S 9

300+ 25 $22 9
investors. countries trillion USD initiatives
participating
REALLOCATE

Portfolio Decarbonisation Coalition '====sssscaucad

e 9 S

25 11 $600
investors countries Billion USD
Committed

Low Carbon Registry :=seeeescescaccacencancacady

e 9 S

53 12 $50
investors. countries Billion USD
Committed

*Total assets under management of signatories to the Fledge, not the total amount being footprinted.

Principles for
Responsible
Investment

PRI

Investor Netwark on

IIGCC SNCDP i e

a project of Cares

Measurement is
assessing the exposure
of investment portfolios
to climate risks.
Signatories to the
Montréal Pledge commit
to measure and disclose
the carbon footprint of
their portfolios.

Investors engage
collaboratively with
companies to influence
long-term sustainable
business strategies and
advocate for
improvements in
management and
disclosure of climate risks.

o>

Members of the Coalition
commit to reducing the
carbon-intensity of their
investment portfolios

through engagement, E 3
divestment, ‘green ﬂ
investing’, and L]
‘carbon-tilting’.

Investors make low carbon
investments and other
actions to reduce
emissions and record them
in the Registry -

a voluntary, public online
database of low carbon
and clean energy
investments.




What’s next for investors and companies?

INITIATIVE

N

= %ﬁmiﬁh

<~y

= Whe £

I r Gr = estor Network ol Principles for - ® v Y
o = ||IGCC jal awss  aiPRIGES (QRICS S pnce
a pro UNEP INITIATIVE




Pathway to two degrees

400 Global carbon intensity fell by an average

of 0.9% a year from 2000 to 2013. In the
last year, global carbon intansity fall by 1.2%:.

350

A 5-fold increase in the rate of

500 carbon reduction is required to
limit climate change to 2C
E ..+.-.+.'+"'l SR TR L ] T Pt ] S ] S b W WA
8 250 o, | ™ - il
§ EDD - r |.|.+l++l+
- To meat the global carbon budget "'++-+-,...._‘
-, necessary to limit warming to 2°C, e
® 450 the global economy neads o "**-n..".,__
2 increasa decarbonisation to 6.2%
= ayear, avery year to 2100.
_E 100
ﬁ 5-2% The global enargy systam
50 d year will have to ba virtually
o zaro-carbon by the end of
the cantury.
0 . —

2000 2010 2020 2030 2040 2050 2060 2070 2020 2080 2100

SOURCE: PWC Low Carbon Economy Index 2014 .,



Winners and losers

Global Investment in renewables (Sbn)
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Figure 10

Indicative levelised costs of solar PV electricity over time, and estimated lowest utility-scale
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Figure 13
Wind turbines can generate 100 times the power of 30 years ago
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costs to date, compared with a global reference level for coal and natural gas

2010 2011

Annual Investments in Clean Energy to Reach 2°C Goal:

Goal by 2020: $500B ggg‘g';i}ﬁun
2012 Global Investment in Clean Energy

2012: $281B
$ (Source: Bloomherg New Energy Finance)

Source: New Climate Economy report, Sept 2014, CERES Clean Trillion 2014
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After Paris...

- Regulatory changes
affecting investors
are likely to increase.

- Physical impacts of climate
change continue to pose risks
to real estate.

REGULATORY TRENDS

. In Europe, the EU non-financial
reporting directive on disclosure of non-
financial and diversity information

. In Australia, SASB envisions a
world where a shared understanding of
corporate sustainability performance

. In Japan the Corporate
Governance Code requires companies to
take appropriate measures to address
sustainability issues .

EXTREME WEATHER EVENTS

In 2070, 150 million people in the
world’s large port cities will be at
risk from coastal flooding, along with
US$35 trillion worth of property -
9% of global GDP.

Investor Network on

A CLIMATE RISK
/| a project of Ceres
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~_ | Investor Groupon

. Climate Change

Institutional Investors Grouo on Climate Change

FINANCIAL RISKS
Global direct losses to real estate and
infrastructure by re-insurance

companies were US$150 bn annually
between 2002 and 2012.

Principles for
Responsible
Investment
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Opportunities to be seized

Growing evidence connects

“green real estate” positively

with investment fundamentals:

* increased client demand, lower

o ] ] vacancy lengths, reduced rates of

- Productivity and socio-economic depreciation, lower operational
benefits to society, including job costs, and higher liquidity;
growth and increased employee | * lower risk of mortgage default
productivity. for green anq ener.gy.certlfled office

and residential buildings compared
to non-certified properties.

- Enhance investment performance

A EU study found that health
benefits from energy efficiency
improvements in buildings could be
worth €40-80bn a year.

The investment opportunity in energy
efficiency building retrofits globally is around
US$300 bn annually by 2020.
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FIDUCIARY DUTY

“Every real estate asset owner, investor and stakeholder must now
recognise they have a clear fiduciary duty to understand and actively INITIATIVE
manage environmental, social, governance (ESG) and climate-related risks
as a routine component of their business thinking, practices and
management processes.”

Now is the time to act

The importance that investors, regulators, other stakeholders and
occupiers place on strategies to curb energy consumption and carbon
pollution can only increase from here.

No matter where each organisation is on the journey to address these
risks, now is the time to review investment programmes and benchmark
current practices.
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The Action Framework

- Step-by-step framework and clear signposts for action to “flip the switch”

- Tool mapping to make sense of the abundance of tools, resources and INITIATIVE
information published over the last 5 years

Focus the attention as to where to start and/ or how to increase the ESG
integration with clear ‘should’| /| and ‘could’ |~u|actions

Audiences:

—,

=& | Asset Owners and Trustees and their Investment Advisors,

| ———

&, Direct Real Estate Investment Managers and Property
—— Companies and their Real Estate Consultants,

Real Estate Equity and REITS, Bond and Debt Investors and

all _— . .
: their Financial Advisors.
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The Action Framework

Compiled and written by sector practitioners and coordinated by UNEP Finance
Initiative’s property working group (PWG)

INITIATIVE

Lead authors
Tatiana Bosteels, Head of Responsible Property Investment, Hermes IM
Peter Sweatman, Chief Executive and Founder, Climate Strategy & Partners

Project team members

Ari Frankel (Deutsche Asset Management), James Gray-Donald (Bentall Kennedy), Rowan Griffin
(Lend Lease), Frank Hovorka (Caisse des Depots), Yona Kamelgarn (Cervitea), David Lorenz
(Karlsruhe Insitute of Technology), Nina Reid (M&G Real Estate), Andrew Szyman (BMO Real Estate
Partners), Natasha Buckley (PRI)

Project partners

Investor Group on Climate Change, Institutional Investors Group on Climate Change, Investor
Network on Climate Risk, Principles for Responsible Investment, Royal Institute of Chartered
Surveyors, UNEP Finance Initiative
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Why use this guide?

——

Explains how informed and active
asset management around climate
and ESG represents a clear
business opportunity.

Offars a Framework for all enabling

alignment along oftan com plex supply

chains, as there is no size barrier
for organisations addressing ESG
and climate risks.

Emphasisas the physical impacts
of climate change and highlights
the potential socio-economic

benefits of integrating cdimata and ESG.

i

Provides investors with guidance
for managers and advisors to move
from inquiry and disclosure to
prescriptive requests focusing
on performance.

Distils material from many sources
into one guide that is easy to use and
helps every type of real estate investor
make sense of available resources.
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SUSTAINABLE REAL ESTATE INVESTMENT.

IMPLEMENTING THE PARIS CLIMATE AGREEMENT : AN ACTION FRAMEWORK .

Audiences

Real Estate Investors

Direct
Investor

Owners &
Advisers

~ & 8

Equity, A

Bonds, Debt

Strategy:
Develop ESG
& climate
Strategy

STEPS

Assess material risks
and opportunities that
impact value.

Develop ESGand
climate strategy based

on materiality and
value assessment.

MUST DO ACTIONS

Set ESG and Climate
targets at all levels of
the investment process
and across the supply
chain.

=

Execution:

Integrate ESG & climate in Investment Strategy

Owners &

Direct
investors

\=s|

Equity
Bonds
|I|| Debt

Alignment:
Advisers and
consultants
selection
process

Passive mandates: Base selection
on sustainability benchmarks and
green property ratings.

Active ownership: Prefer
investment managers with proven
active management approaches.

Active engagement & proxy
voting: Require equity and REIT
investors to use shareholder
power.

\/

Include ESG in investment
calculations, due diligence with
targets for green certification &
benchmarking.

Active Management: Clear set of
ESG, community and climate
targets and minimum
requirements for green
developments.

Supply Chain: Work with
occupiers to address split
incentives and include ESG in
sub-contractors agreements.

/

Equity/REITs: Select managers with
proven active investment
approaches; Be active in
engagement & proxy voting.

Bonds: Require green property
bonds to be certified by
recognised standards and
information on assets' sustainabil-
ity performance.

Debt: Integrate ESGin due
diligence at transaction,
valuation assessment and
include in loan documentation.

ESGin selection
requirements: Require
proven knowledge of
sustainability; set clearand
prescriptive ESG
expectations.

Include ESG and climate
expectations and targets in
legal contracts for
investment mandates &
service agreements.

Incentivise and reward
contractors based on
delivering sustainability
goals.

Feedback loop:
Monitoring &
Reporting

Monitor delivery of ESG and
climate strategies and
targets, focusing on impact
to value using Sustainability
Management Systems.

Report performance to
clients and the public,
on agreed frequency,
using recognised
industry standards.

Contribute to sustainability
benchmarking at portfolio
and operational levels and
assess performance
results.

Market
Engagement

Engage on public policy
with sector organisations
to ensure regulation
matches with market
needs.

Support research initiatives
to understand risks and
integrate ESG.




Strategy: Develop ESG & Climate Strategy

Asset owners & their advisors

INITIATIVE

Issue clear directives to external managers or REITs managing their property assets to deliver these targets,
including requirement for their executives to be responsible for delivery of performance.

&
L /
— Strategy: i SHOULD
(Vs DE‘\I‘E'GP ESG Set targets
& climate Determine and set appropriate, verifiable and material targets, both guantitative and gualitative, to manage
| Strateg'yr environmental, social and governance issues in their portfolios.

Targets can include:

*  Quantitative and material targets to reduce energy, carbon intensity, water and waste of the portfolio over
spacified timeframe.

*  Set @ goal to measure and reduce the environmental/ resource intensity of a portfolio against relevant
benchmarks ower a given time pericd.

= Set qualitative targets for achieving relevant green property certifications for a percentage of the portfolio
over a specified timeframe, targets can aim to grow owver time.

=  Sgt quantitative and qualitative targets to address social impacts of the portfolio, induding community
engagement and contribution to local communities.

= Sgt quantitative targets for the inclusion of green lease dauses in the lease agreements with tenants.

*  Set quantitative targets to measure and provide minimum quality levels for indoor air quality, affecting health
and productivity.

= Target for a specified proportion of the fund's assets in real estate to be powered by dean energy, to be highly
energy efficient, to achieve minimum requirements for renovations, or to be "best in class™ with respect to
resource intensity.

*  Require periodic reports on progress against targets.

Set ESG and Climate
targets at all levels of
the investment process

and across the supply
chain.

COULD |

Engage with property managers, operators and maintenance to ensure that “bastin class” energy/ carbon reduction
technologies and cperating procedures are in place across a growing percentage of the managed portfolio over a
given timeframe.

Require ESG and climate risk “learnings” to be socialized among internal stakeholders.

/
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Strategy: Develop ESG & Climate Strategy

Recommended resources, excerpt

A
L 4

“Investing in a time of climate change™ Mercer 2015, Global
“An-Investment-Framework-for-5ustainable-Growth™

Mercer 2004

“Climate change scenarios: Implications for strategic asset
allocation™ Mercer 2011

These three studies help asset owners and investors

- . better understand and estimate the impacts of
E climate change on investment strategies and financial
performance. They address the following questions:

which financial impact could climate change have- at

which magnitude and when? What are the key risks and
opportunities, how do we manage and integrate those into current

investment processes?; Which actions could an investor take to
become more resilient to climate change?

"Climate Change Investment Solutions Guide®
NGCC 2015, Evrope

The aim of this guide is to provide asset owners with a
range of investment strategies and solutions to address
the risks and opportunities associated with climate
change. while the guide is targeted at asset ocwners it
also contains insights for asset managers which are
directly relevant to equity real estate investors. The
guide proposes a four-step framework for considering climate
change investment solutions. 1t also affirms that corporate and
policy engagement are important complementary strategies, which
can address climate change risks across portfolios and facilitate
new investment opportunities. It provides specific questions that
asset owners and investors can ask the companies they invest in, to
reduce and report their carbon intensity.

Investor Group on
Climate Change

Institutional Investors Grouo on Climate Change

(o Investor Network on
I I G c c ?gﬁ‘ CLIMATE RISK

a project of Ceres

"Developing an asset owner climate change strategy™
PRI 2015, Global

This pilot framewaork offers a step-by-step approach for
addressing climate change across three main strategies:
engage, invest and avoid. Case studies cutline existing
examples of asset owner action, including several
initiatives that have been started by project participants
during the project.

"Advancing Responsible Business in Land, Construction and
Real Estate Use and Investment™
RICE / UN Global Compact, 2013, Global

The document provides a guide to the practical

application of the 10 principles of the UN global compact

to the land, construction and real estate sectors. It helps

set the strategic agenda for companies operating in the

sector, real estate users and investors, through clear

action items supported by a list of benefits and real life
case studies.

“Investing through an adaptation lens™, IGCC 2015
‘Assessing climate change risks and opportunities for
inwestors - Property and Construction Sector’

IGCC 2043, Australia

The later guide provides practical insights on how
investors can and should be investing through an
adaptation lens.

The former provides information to help investors
assess and integrate climate risk and opportunity within
the property and construction sector into investment
analysis.

The guide covers the following key areas and steps for this process:
Identify current risks; Identify risk variance and impacts; ldentify the
adaptation strategies and mitigation measures; Assess materiality.
The guide then proposes steps to integrate the information into
imvastment processes.
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Execution: Integrate ESG & climate in investment
strategy

. INITIATIVE
B Execution:
Integrate ESG & climate in Investment Strategy

Asset owners & their advisors

owners &
advisers
. SHOULD V/
Active

STEPS

engagem = |®. W  Require equity investment managers to actively engage with underlying listed real estate companies or investment
Proxy Voting

managers, need to ensure they:

Active engagement & proxy
voling: Require equity and REIT

= Hawve dedicated procedures in all investment management phases: asset acquisition, management, operation,
upgrade, rental, planning and manager selection which are impacted by E5G and climate risk strategy.

= Monitor portfolio and underlying real estate assets performance in carbon, energy and natural resource
intensity (eg.. portfolio level and individual asset case studies), and social impacts such as community
engagement and contribution to local communities.

= Use relevant Real Estate sustainability benchmarks to monitor and compare absolute and performance
against pears.

= Publicly report their E5G and climate risk assessments and management activities.

=  Engage with managers and request them to report on the extent to which they support or resist ESG and
climate risk policies at the regulatory level.

Imve stors touse shareholder
power.

Require equity investment managers to use their shareholders right to contribute to prowy voting including:

= Supporting motions that strengthen ESG and climate risk management.
=  Introducing motions to request active management of ESG and climate risk

COULD |F~

rdonitor manager perfermance at asset leval:

= Require reporting based on relevant asset level benchmark.

=  Require detailed monitoring and reporting through integrated and seamless data management systems
providing building and asset level information to owners in a timely, usable way.
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Execution: Integrate ESG & climate in investment

strategy

m Direct

I_ tl investors

Inchude ESG n imvestment
caloulations, due diligence with

targets for green certification &
benchmarking.

f& Investor Group on
- Climate Change I I G c c

tional Investors Group on Climate Change

‘ B Execution:
Integrate ESG & climate in Investment Strategy

Direct investors

Investment SHOULD ‘/

_E't rlategi"' ESG Ba more explicit about how sustainability affacts the value of individual assets and the risk of depreciation of entire
in investment TN

calcu |E|.'IB.I‘IS *  Measure how these factors impact on real estate investment performance and how they influence real estate
and valuations market fundamentals.

+  Capture the value of property level sustainability investment at the fund or corporate level Leverage work of
RICS and US Appraisal Institute to work with valuation professionals and adopt internal imvestment models to
integrate E5G and climate risks considerations in the assessment of value.

*  provide valuers with building sustainability characteristics information.

+  (Collaborate with valuers to incorporate sustainability data as part of the standard valuation assessments.

*  Consideration should be given to the impact on a property’s likelihood to command top market rents, become
vacant, remain vacant, and other market fundamentals that drive value.

*  Request valuers' opinion on risk posed by the sustainability characteristics of buildings, according to RICS
rules.

COULD |

Imtegrate E5G and chimate risk information into the discounted cash flow models of real estate investments and the
valuation assessment of portfolios.

*  Working on Discounted Cash Flow medels taking account of sustainability metrics.
*  Link existing Discounted Cash Flow models with Monte Carlo Simulation techniques.

- Yny
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Execution: Integrate ESG & climate in investment
strategy

. INITIATIVE
IE’I Execution:
Integrate ESG & climate in Investment Strategy

Bandy
[1 | I Debt

Debt: Integrate ESG in due
diligence at transaction,

STEPS

Equity, bond & debt investors

SHOULD V/

Debt
Portfolios Integrate ESG and climate criteria into valuation and debt investment assessments.
. Due diligence issuer for ESG and climate risks at transaction points with a foous on: Energy Performance Certificates,

Flood Risks, Green Building Certifications, On-5ite renewable Energy Generation, EcoPAS Questionnaire, Borrower
Sustainability Credentials.

valuation assessmentand
Imchude in loan documentation.

Include ESG and climate risk factors in loan documentation (if involved in the primary issuance or private placement).
Evaluate managers on their use of E5G and climate criteria in daily fund management activities.

COULD |~

*  Review existing loan portfolios for ESG and climate risk.
*  Require E5G and climate risk data from issues of all existing loan portfolios.
= Consider divestment from issuers with "worst in class ESG and climate performance”.

/
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Execution: Integrate ESG & climate in investment

strategy

Recommended resources, excerpt

“Advancing Responsible Business in Land, Construction and
Real Estate Use and Investment”

RICS f UM Global Compact, 2015, Global

The report helps set the strategic agenda for companies
operating in the sector, real estate users and investors,

through clear action items supported by a list of benefits
and real life case studies.

“Azsessing climate change risks and opportunities for
inwestors - Property and Construction Sector™
MECC 23, Australiz

This guide provides information to help investors assess
and integrate climate risk and ocpportunity within the
property and construction sector into investment
analysis. The guide cowvers the following key areas and
steps for this process: |dentify current risks; (dentify risk
variance and impacts; Identify the adaptation strategies
and mitigation measures; Assess materiality. The guide
then proposes steps to integrate the information into investment
processes. The follow up guide in 2015 provides practical insights
on how investors can and should be investing through an adaptation
lens.

“Unlocking the energy efficiency retrofit investment
opportunity™
UNEP Fl 2044, Glohbal

The energy efficiency report provides a detailed briefing
on the business case and why investors should mest
in energy efficiency retrofit opportunities. it provides
a chear and simple seven-step approach to effectively

a increase the supply of financeable energy retrofit
projects in real estate portfolios.

“Trustee's Guide: Protecting value in real estate through
better climate risk management™ BECC 3014

This guide covers the key gquestions which asset
owners and investment managers should be asking
themselves when developing their E5G and climate
policy and strategy and their investment strategy to
integrate ESG and climate risks into their businesses.
It covers four areas: Assessing risks and opportunities,
managing regulatory risks, manager selection, incentives and
rewards.

"Sustainability metrics: translation and impact on property
investment and managemeant”

LINEP Fl =t 2l 2014, Globa
The report provides a framework for a corporate
h real estate sustainability management (CRESM)
system for property inestment and management
- — organisations, and offers a pragmatic three
level approach (corporate, portfolic and single
building level) that aims to help the imdustry
manage the complexity of sustainability metrics and to organize
information flows more efficienthy.

"Whose Carbon is it? GHG Emissions and Commercial Real
Estate™ REALpzc and ICF 2011, Morth America

&t the completion of this document, the reader
should have an appreciation for the complexities of
greenhouse gas accounting, knowledge of the critical
factors involeed in accounting for greenhouse
gases in the commercial building sector, and the ability
to apply suggested guidance to their portfolio.

INITIATIVE




Alignment: Advisers and consultants selection
process

Equity, bond & debt investors INITIATIVE

SHOULD E

The mandate should include appropriate, verifiable and material targets, both quantitative and qualitative, to
manage envirenmental, social and governance issues in portfolio. Targets can include:

Alignment:
Advisers and
consultants

STEPS

selection *  Quanftitative targets to undertake voting and engagement activities where appropriate (Equity, bonds, debt).
process Set and *  Quantitative and material targets to reduce energy, carbon intensity, water and waste of the portfolio over

l\._ specified timeframe.
- reward clear * 5ot @ goal to measure and reduce the environmental! resource intensity of a portfolic against relevant

benchmarks over a given time period.
|]EI'fl]I'IllHﬂ(‘E *  Quanftitative and fualiuﬁw: I::rgeu to address social impacts of the portfolio, including community
targets engagement and contribution to local communities.
* 5ot quantitative targets for the inclusion of green lease clauses in the lease agreements with tenants.
*  Target for a specfied proportion of the fund's assets in real estate to be powered by dean energy, to be highly
energy efficient, to achieve minimum requirements for renovations, or to be “best in class™ with respect to
TESOUICE intensity.

incentivise and reward
contractors based on

e linering sustaina bil ity
goals.

Require periodic reports on progress against targets Specific incentives are provided for ESG and climate.

COULD |

Provide specific incentives for performance against agreed ESG and climate risks requirements.

*  Incentivize pro-active seeking and reporting of ESG and climate risk management improvements.
= Reward with economic incentives/ penalties as appropriate, for performance against agreed E5G and climate
portfolio targets for both, absolute and benchmarks performance.
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Alignment: Advisers and consultants selection

process

Recommended resources, excerpt - Equity, bond & debt investors

“Aligning expectations: pguidance for asset owners
on incorporating ESG factors intoe manager selection,
appointment and monitoring™ PRI 2013, Globa

This guidance helps asset owners assess whether
their managers' investment policies and processes
are consistent with their E5G expectations. It aims to
m support them in their dialogues with managers so that
they gain a clear understanding of the ESG risks and
opportunities affecting their portfolios and how their
managers are addressing them.
This guidance is also relevant for fund-of-fund managers who
outsource investment activities and who need greater confidence
that managers are aligned with their own expectations.

‘Advancing Responsible Business in Land, Construction
and Real Estate Use and Investment”
RICE 7 UM Global Compact, 2015, Globa

The document provides a guide to the practical

application of the 10 principles of the UN global
Compact to the land, construction and real estate
sectors. It helps set the strategic agenda for
companies operating in the sector, real estate users
and investors, through clear action items supported
by a list of benefits and real life case studies.

"Trustee’s Guide: Protecting value in real estate through
better climate risk management” IGCC 2014 Globa

“Protecting value in real estate: Managing investment
risks from climate change" BGCC 2013, Europe
-

This guide covers the key guestions which asset
owners and investment managers should be asking
themselves when developing their ESG and climate
policy and strategy and their investment strategy to
integrate ESG and climate risks into their businesses.
It covers four areas: Assessing risks and opportunities,
managing regulatory risks, manager selection,
incentives and rewards.

“Investing through an adaptation lens™, BECC 2015 Australia &

“Assessing climate change risks and opportunities for
investors - Property and Construction Sector”
IZ0C 2013, Australiz

This guide provides information to help investors assess
and integrate climate risk and opportunity within the
property and construction sector into investment
analysis.
# 1 .- The guide covers the following key areas and steps for
this process: Identify current risks; identify risk variance
and impacts; identify the adaptation strategies and mitigation
measures; Assess materiality. The guide then proposes steps to
integrate the information into investment processes.

The follow up guide in 2015 provides practical insights on how
investors can and should be investing through an adaptation lens.

/
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Monitoring & reporting

Asset owners & their advisors INITIATIVE

SHOULD |4/

Mﬂl‘lliDﬂI‘lE Include ESG and climate risk-related expectations in manager monitoring requirements against investmeant strategies
Process and quantitative E5G and dimate risk performance targets:

STEPS

Feedback loop:
Monitoring &
Reporting

o

[see step 1 “Define ESG and climate policy and strategy™).

*  Request the investment manager to monitor performance through an Environmental Management System
[EMS) that applies to the entity level.

=  Request regular monitoring against selected benchmarks and information around exemplar or best-in-class
activities.

=  Monitor performance against specific agreed targets, both absolute and relative performance compared to
selected portfolio level benchmarks.

COULD |~

*  Request for Environmental Management System (EMS) to be aligned with a standard and/or verified or
certified by an independent third party.

* Include external verification or assurance where data or conclusions will be published or where material
decisions will be taken based on this data.

*  Request information from manager on underlying real estate asset performance in carben, energy and natural
resource intensity (portfolio level and indnidual case studies).

= within each portfolio require the identification of “best performer™ and “worst performer”  (asset type,
gecgraphy or pertfolio) to allow fecus on effective intervention and performance improvement.

*  Ensure “deep dive” on divergent assets (with positive or negative impact) to understand the overall portfolio
effect of these and what the manager proposes as the “learning's" arising from this analysis.

= Keep track of new technologies, which may allow ESG and climate, risks to be reduced on a portfolio basis.

Monitor delivery of ESG and
climiate strategles and
‘targets, foousing on impact

o value using Sustabnab ity
Management Systems.

/
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Monitoring & reporting

Recommended resources - asset owners

“G4 Sustainability Reporting Guidelines: Construction and
Real Estate Sector Disclosures™, GRI 2015, Globa

e Thisresource is the definite guidance on performance
' . indicators and reporting processes for anmyone who

| investsin, develops, constructs, or manages buildings.

all The GRI Guidelines, help reporting organizations
-~ disclose their most critical impacts — be they positive
= or negative — on the environment, society and the

economy. They can generate reliable, relevant and
standardized information with which to assess cpportunities and
risks, and enable more informed decision-making — both within
the business and among its stakeholders. The GRIS Construction
and Real Estate sector guidance makes reporting relevant and user-
friendly for organizations in this targeted sector.

“PRI reporting framewaork — Asset Owners, Direct, Equity
and Debt investments" PRI, Global

The PRI Reporting Framework seeks to answer
w one question: How do you govern and implement
- responsible investment? The framewaork is composed
B of modules, with general modules tailored for multiple
asset class investors and dedicated modules focused
by asset class. Reporting through the Framework is
mandatory for all PRI signatories and responses are
translated into Transparency Reports which are available on the
PRI website as a public demonstration of signatories’ commitment
to implementing the Principles for Responsible Investment.

“Global Real Estate Sustainability Benchmark — Asset
Owners, Direct, Equity and Debt investments"”
GRESE 2015, Global

—— Through GRESB, direct real estate investor
members are able to monitor the annual GRESE
survey results for all their direct investments
and, if they invest in listed real estate securities,
all listed real estate companies’ results. By using
the GRESBE Portfolio Analysis tool, investors are
able to select investments to compare results, e.g. for a particular
investment manager, a region or country, or a particular property
type. They are also able to undertake portfolio analysis for self-
selected groups of their imvestments.

The GRESE debt survey represents an initial step in monitoring real
estate debt and assessing how to integrate ESG and climate risks
into this growing financial instrument for real estate investment.
The survey aims to increase transparency in the debt market and
guide investors on best practice implementation.

INITIATIVE
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Market engagement

Asset owners

Direct investors INNIYE
Equity, bond and debt investors

Recommended Actions

Market

Engagement There are three key areas in which all real estate mvestment

‘ \ stakeholders can optimise their engagement with public policy:
] 1. Engage, directly or indirectly, on public policy to manage risks.

2. Support research on E5G and climate risks;

Engage on public policy

:dth sector nmlai':““n"s 3. Support sector imitiatives to develop resource to wnderstand
o ensure regulation ’ .

matches with ma rket risks and integrate ESG.

neads.

Recommended resource

PRI Policy Frameworks for Long-Term Responsible Investment:
The Case for Investor Engagement in Public Policy, Glabal

-

This PRI policy framework shows why public policy
engagement is essential for long-term investors,
" providesexamples of investor engagement in public policy,
lessons learned, and offers practical recommendations
2 for better integration of ESG factors in the public policy-
making process.

/

-
= v w ‘/L “v
/ R = & V
o v ||IGCC oy v afPRIEES (Y RICS S0 pnance
sttt estrs 00 o i Ghane 4 a project of Ceres Hyestnen UNEPINITIATIVE




Tool mapping of selected resources

In order to visualise the wealth of evidence and publications covering these issues, the ‘Tool mapping”™ graph below helps categorise each
publication by relevance to each audience and each step of the investor framework.
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Tool mapping of selected resources

In order to visualise the wealth of evidence and publications covering these issues, the ‘Tool mapping”™ graph below helps categorise each
publication by relevance to each audience and each step of the investor framework.
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THANK YOU!

TO DOWNLOAD AN INTERACTIVE COPY OF THIS FRAMEWORK PLEASE GO TO:

http://www.unepfi.org/work-streams/property/SustainableREI/

FOR ANY QUESTIONS RELATING TO THIS PUBLICATION PLEASE CONTACT

PROPERTY@UNEPFI.ORG
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PANEL DISCUSSION

Moderator
Peter Sweatman, Chief Executive and Founder, Climate Strategy

Panelists

Faith Ward, Chief Responsible Investment and Risk Officer, Environment
Agency Pension Fund

Adam MacDonald, Director Corporate Solutions, Lloyds Bank
Commercial Banking

Patrick Stekelorom, Head of Sustainability, Allianz Real Estate

Frank Hovorka, Responsible Property Director, Caisse des Dépits et
Consignations & co-chair, UNEP FI Investment Commission
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