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CodeGreen provides strategic ESG program
management and asset-level technical solutions
to over $165B of commercial real estate.

* ESG Program Development and Management

* ESG Investor Reporting — GRESB, GRI, SASB, TCFD, PRI
*  Sustainability Due Diligence

* Net Zero Planning and Engineering

* ESG Data Management

Trust the Experts.
Call CodeGreen.

1-800-921-4262
www.codegreensolutions.com CODEGREEN



ESG Means

Performance and Impact Metrics
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By Beth Mattson-Teig

platforms took another major leap forward

in 2020. Participation in the GRESB Real
Estate Assessment grew 22 percent, now covering
1,229 portfolios worth more than US$4.8 trillion
in assets under management. With that growth
has come steady evolution in ESG performance
and impact (EPD) metrics, and industry leaders
are continuing to leverage increasingly sophis-
ticated methods to measure, track and improve
performance and drive value for stakeholders.

In the early days of building ESG frame-
works, the main focus of performance and
impact measurement was centered on the
basics, such as energy, water and waste. Data
collected has evolved to be more granular and
frequent, with an ongoing effort to improve

Environmental, social and governance (ESG)
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data assurance — the completeness and accu-
racy of data. ESG platforms also are seeing a
significant push beyond the traditional sustain-
ability performance indicators to include data
and analysis to measure climate and transition
risk, reduction of carbon footprints, health and
wellness, diversity and inclusion, and other
social and community impacts at the property,
portfolio and entity levels.

Investors have a growing appetite for real
estate funds that provide robust ESG programs —
and have the data to back up those claims. “It is
no longer enough to just have that ESG policy in
place. Stakeholders want to know how your pol-
icy is implemented, how progress is monitored
and what your results are,” says Jennifer McCon-
key, senior director, operations and sustainability
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at Principal Real Estate Investors. What is your
GRESB score? How has that score changed over
time, and what are the plans for improvement?
“Data, metrics and transparency are becoming
more important than ever in overall investment
decision making, and there is continued empha-
sis on how you are addressing emerging ESG
risks and opportunities,” she says.

Principal is in the process of refreshing its
ESG platform and redefining the metrics it tracks
specific to the environmental, social and gover-
nance pillars. Like many firms, Principal has been
tracking standard EPI metrics, such as energy rat-
ings, building certifications, utility consumption
and costs, and greenhouse-gas emissions. Now
the firm is working to add new performance and
impact metrics, such as data on indoor air qual-
ity and ventilation, healthy and productive build-
ings, climate risk, and regulatory compliance,
as well as tracking tenant and resident survey

NUMBER
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and a Culture of Innovation

At Harrison Street, we strive to do our best — our investors, our employees, our community and our environment — all
deserve nothing less. We are driven toward not merely achieving our goals but exceeding stakeholder expectations,

because that is how we can truly make an impact.

As a leading investment management firm focused on demographic-driven real estate, health and wellness initiatives
have always been critical to our ESG strategy. Our non-traditional sectors, serving seniors and students, do not have
a well-paved road to achieve ESG goals. Harrison Street has been at the forefront in certifying atypical buildings as
healthy based on performance-driven standards, formulating unique alliances with subject matter experts to enhance

lives and utilizing cutting-edge technology to provide better care for our residents.

@ HARRISON STREFET WWW.HARRISONST.COM



Principled investing.
Impactful perspective.

Environmental, social, and governance
(ESG) is embedded in the way we do
business and reflects our fiduciary
responsibility to clients and investors.

We’re honored to be recognized for our
commitment to ESG in 2020:

¢ GRESB 4-star designations for three strategies;
Green Star designations for all strategies’

 Principles for Responsible Investment
A+ rating Direct Property Module?

e CDP Climate Change Questionnaire A-rating?

* One of the World’s Most Ethical Companies*

To learn more, visit principalglobal.com/RPI

2020 GRESB assessment, data as of December 31,2019.

2 For further details, refer to the PRI Assessment Methodology,
Principal Global Investors’ full Assessment Report and
Transparency Report, all available upon request.

* CDP Climate Change 2020 Questionnaire, data as of December
31,2019.

4 The Ethisphere Institute, July 2020.

©2021 Principal Financial Services, Inc. Principal, Principal and
symbol design and Principal Financial Group are registered
trademarks and service marks of Principal Financial Services, Inc.,
a Principal Financial Group company. Principal Global Investors
leads global asset management at Principal®. Principal Real Estate
Investors is the dedicated real estate asset management group of
Principal Global Investors. AD3554 | 1463530

satisfaction scores and community connections at a
higher level. “There are a host of ESG metrics out there,
with more emerging each day. So, it is really impor-
tant to define what is important to your organization
and fiduciary responsibility, to pick a defined set of ESG
metrics that you want to track and monitor over time,”
says McConkey.

Resiliency moves to the forefront

The real estate industry has evolved from simply
assessing green and sustainable initiatives in buildings
as measured by Energy Star and LEED green-building
certifications to fully integrating ESG+R — R for resil-
ience — into the investment decision-making process.
This is evidenced in the industry by the numerous
international reporting schemes and frameworks,
including GRESB.

“The metric to watch going forward is emissions, as
the world seeks to move toward decarbonization,” says
Dianna Russo, executive director, real estate Americas at
J.P. Morgan Asset Management. “As we and others have
become adopters of the TCFD [Task Force on Climate-
Related Financial Disclosures], the industry is seeking to
establish and respond to meaningful metrics to assign a
value to both the risk and opportunities associated with
climate change as the world transitions to a low-carbon
economy,” she says.

Invesco Real Estate started its ESG program in 2008,
with a simple objective of collecting consumption data to
help drive energy efficiency at properties. Other metrics
that have been fairly easy to collect and track are Energy
Star scores and the percentage of green-building certifica-
tions in a portfolio. “The focus is now shifting to actual
performance: What impact are you having, and how
are you moving the needle from a carbon-consumption
standpoint for your portfolio? So, it has gotten much more
sophisticated, and I think that focus is going to help drive
the industry to more positive results,” says Michael Kirby,
managing director, North American real estate operations
and asset management at Invesco Real Estate.

Key performance indicators for environmental fac-
tors still focus on consumption and sustainable practices
at the building level. In many cases, those sustainable
practices are a positive way to impact the performance
and net operating income of a building by driving lower
consumption of water and energy. “That is always the
low-hanging fruit and something that we look at on every
investment,” says Kirby. The bottom line now is really
understanding greenhouse-gas emissions and work-
ing on how to improve on those. Invesco is calculating
emissions on each and every building, for example, and
rolling that up at a portfolio level to fully understand
its impact and carbon footprint, and then setting goals
around those findings for continued improvement.

EPI metrics are factoring into decision making across
the entire lifecycle of an asset. The data gathering and
analysis start during due diligence to help identify poten-
tial risks and examine how exposure risk is expected to
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LIONSTONE

INVESTMENTS

TOP RANKINGS IN SUSTAINABILITY FOR
THE FOURTH YEAR IN A ROW
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LIONSTONE INVESTMENTS’ ESG PROGRAM

Our commitment to investments that don't just generate profits,
but create substantial value for generations to come.

Lionstonelnvestments.com
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Nuveen Real Estate is among the top 5 largest real estate
investment managers globally* with uncompromising
standards of environmental and social sustainability:

« ESG integration throughout our real estate investment
management process

» Committed to delivering net zero carbon real estate portfolios

by 2050

« Implementing smart building technology to achieve energy
efficiency and health & wellness certifications
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evolve in the short, medium and long terms. “Once we
look at acquisition opportunities, we also look at miti-
gation factors. What is the residual risk associated with
climate and extreme-weather exposure, and how might
that impact capex assumptions, insurance coverage and
insurance costs may evolve over time?” says Stéphane
Villemain, vice president, corporate social responsibility
at Ivanhoe Cambridge. “In recent years, insurance com-
panies have come in with fairly significant cost increases
related to climate risk. So, this is becoming something
real that we need to pay increasing attention to,” he adds.
Some of the environmental metrics Ivanhoe Cam-
bridge pays close attention to relate to the carbon inten-
sity of the asset and how the acquisition of that asset
would impact the carbon intensity or footprint of the
portfolio overall. Climate change also is now a factor in
every investment decision. If an asset has been identi-
fied as having potential high-risk exposure, then Ivan-
hoe Cambridge can address solutions to mitigate against
those risks. The team also conducts analysis on the loca-
tion and the type of asset from a climate change-risk
perspective. “At this point, it hasn’t necessarily had an
impact on the decision to invest or not invest, but at least
it gives us insight into where we may be exposed and
understanding that there may be things to be done once
that facility becomes a managed asset for us,” says Rob
Simpson, director of sustainability at Ivanhoe Cambridge.
The company uses two different software systems for
modeling climate risk across its entire portfolio. That has
produced some fairly simple, straightforward analysis to
show where the portfolio has low, medium or high risk
exposure based on various metrics in the climate sphere,
such as flooding, earthquakes or wildfires. It also allows
Ivanhoe Cambridge to put a dollar value on risk at the
asset level, both in terms of physical risk and transition
risk in working toward low-carbon goals. “T wouldn’t say
we are 100 percent there yet on that piece, but we are
starting to collect that data, analyze it and use it in our
understanding of our portfolio,” explains Simpson.

Growing interest in net-zero funds

Setting carbon-emission reduction goals has become
standard practice across the industry. Some funds are
looking to further differentiate themselves by establish-
ing decarbonization pathways or net-zero goals. During
2019 and 2020, Nuveen Real Estate established net-zero
carbon pathways for two of its European strategies, for
example. One has a target of 2030, and the other 2040.
“This approach looks not only at acquiring existing
net-zero-carbon assets, but also at repositioning obso-
lescent ‘brown’ stock to the required standards,” says
Abigail Dean, global head of sustainability for Nuveen
Real Estate. As one of the founding signatories of the
Better Buildings Partnership Climate Change Commit-
ment, Nuveen Real Estate also is committed to deliver-
ing a net-zero-carbon portfolio globally and has recently
published a detailed pathway on how it plans to achieve
this goal by 2040.
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GID is a privately held and fully integrated real estate
company that develops, owns and operates a premier
portfolio of multi-family, industrial and mixed-use
development space. With over 60 years of experience,
our mission is to leverage our investment, development,
and management expertise to enhance the communities
in which we invest, live and operate.
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“This pathway covers new and existing build-
ings, both operational carbon and embodied car-
bon, and will critically include the impact of the
energy consumed by the buildings’ occupiers,”
says Dean. As an interim goal, Nuveen Real Estate
is committed to reducing the energy intensity of
its global portfolio by 30 percent by 2030, com-
pared with a 2015 baseline, and hopes to achieve
that goal well ahead of the deadline. “The key
focus for ESG leaders in real estate is the climate
crisis. This means that managing climate-change
risk and achieving net-zero carbon are priorities,”
says Dean. The metrics Nuveen Real Estate is
focusing on are:

e Scope 3 carbon emissions, i.e., carbon emis-
sions from energy that tenants are directly pro-
curing themselves and the embodied carbon
from developments. Nuveen Real Estate has
been reporting on scope 1 and 2 carbon emis-
sions for some time and is now building up its
reporting on scope 3. Nuveen plans to acceler-
ate its scope 3 reporting to deliver transpar-
ency on its full carbon impact and to be able to
report on annual reductions

* The net-zero-carbon readiness of each portfo-
lio and the cost of achieving net-zero carbon
for each building, as well as the potential
value uplift associated with achieving this

goal. This will give investors transparency on
the true transition risks and opportunities of
their investments.

* The physical climate change-risk exposure of
each portfolio and the financial impact of this risk.

The momentum slowly building for net-zero
carbon is being driven by initiatives such as the
World Green Building Council’s Advancing Net
Zero project and the Better Buildings Partnership
Climate Change Commitment. Another important
driver is the TCFD recommendations published
by the Financial Stability Board. The United King-
dom is the first country to announce these rec-
ommendations will be a legal requirement from
2021. TCFD is a requirement of U.N. Principles for
Responsible Investment signatories, and it also is
embedded into GRESB and will be a mandatory
scoring aspect of the scheme from 2021.
Although many drivers are all heading in
the same direction, numerous challenges are
still ahead, notes Matthew Brundle, director of
EVORA Global, a sustainability consultancy and
software firm. One of the main challenges is
data availability for operational carbon emissions
(scope 1, 2 and 3 emissions) and the barriers to
gathering data from tenants. Those organizations
and funds that have signed up to net-zero carbon
are presently creating pathways for their directly

Providing Healthy, Safe,
and Productive Places
to Live-Work-Play

Clarion Partners recognizes that environmental,
social, and governance (ESG) principles play an
important role in providing a path forward to a
more sustainable and equitable future. In concert
with our partners and clients, we are committed to
owning and operating buildings that provide our
tenants with healthy and efficient spaces while
actively embracing, promoting, and supporting
impactful initiatives that advance our key values of
diversity, respect, inclusion, and sustainability.

4 103 A+/A

GRESB GREEN PRI SCORES FOR
GREEN STAR BUILDING RESPONSIBLE
RATED FUNDS CERTIFICATIONS INVESTING

[cP] CLARION PARTNERS
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AEW is focused not only
on the future of real estate,
but on the future at large

Learn more about AEW's commitment to the environment, social responsibility,
corporate governance and the resiliency of their investments by visiting

aew.com/responsibility.
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controlled assets, namely scope 1 and 2 emis-
sions. Net-zero-carbon compliance needs to be
completed by 2030, at the latest. Due to greater
complexity in data acquisition, the pathway for
scope 3 emissions needs to be achieved by 2050
or earlier to meet the Paris Agreement. The other
challenge for funds is how to take account of
embodied carbon.

“On the positive side, for those investors
who are already engaged with [net-zero carbon],
I believe there are some significant new revenue
opportunities to be had from investing in onsite
renewable energy, such as PV generation, cou-
pled with energy storage and energy demand-
side management technologies,” says Brundle. “If
this is to be the decade of action, it is vital inves-
tors engage with [net-zero carbon] quickly and
with real purpose. If you do, there are opportuni-
ties from greater efficiency, innovation and new
revenue streams. If you don’t, governments will
legislate to force the change.”

Quantifying social initiatives

Resiliency has become a big focus on the environ-
mental side. To that point, PGIM Real Estate has
been working to integrate seven considerations
into how it thinks about resiliency across its plat-
forms to address factors such as rising sea levels,

wildfires and heat stress. “One of the things that
is unique about the focus of the impact investing
fund that I lead is that we also think a lot about
social resiliency,” says Lisa Davis, executive direc-
tor and portfolio manager for PGIM Real Estate’s
U.S. Impact Value Partners (IVP) fund. Measuring
and managing social factors “is a big part of what
we're trying to achieve with IVP” she says.

People often are uncertain how to mea-
sure social factors in real estate, and a deeper
reckoning occurs on the impact side as well,
notes Davis. Some areas receiving more atten-
tion in the wake of COVID-19 include healthy
buildings, and the Fitwel and WELL building
certifications. PGIM Real Estate’s IVP fund, for
example, measures social factors using the
Global Impact Investing Network’s IRIS met-
rics to quantify fundamentals, such as hous-
ing affordability, job creation and provision of
resident services. Those basic factors are mea-
sured at the front end when fund managers are
making an investment and are reported quar-
terly over the life of an investment.

In addition to those IRIS metrics, the IVP
fund takes a deep dive on the social side in
terms of how it builds its asset-level business
plans and incorporates impact considerations
into its annual budgeting process. After taking

sector.
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“Redcar Properties has been supportive of LA Promise
Fund in our search for a new Charter school location
while also contributing to our COVID
We are grateful for Redcar’s time, expertise, and support
of our mission to provide education, mentorship, and
financial assistance for students living in the South Los
Angeles community.”

— Veronica Melvin,
CEO, LA Promise Fund

10

relief fund.

SIGN UP AT

www.irei.com/subscribe

w4 INSTITUTIONAL
REAL ESTATE, INC.
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@ PGIM REAL ESTATE

INVEST RESPONSIBLY.
SUSTAINABLY.
SUCCESSFULLY.

A+ in strategy & governance

Awarded by Principles of Responsible Investment, 4th consecutive year'

18 funds ranked #1 in resilience
Among 2020 GRESB Peer Group?

GRESB 5-star, 4-star or sector leader
Awarded to 50% of Ranked Funds in 2020

PGIM Real Estate believes driving positive change in the environment
and in our communities will lead to better outcomes for our clients
and partners. We've long been committed to responsible, sustainable r

investment practices and management.

See how we are making an impact at PGIMRealEstate.com/ESG h

For Professional Investors only. All investments involve risk, including the possible loss of capital. This is for informational and educational purposes only and should not be construed as investment advice or an offer or solicitation in respect of any products or services.
12020 Reporting and Assessment Survey, Principles for Responsible Investment. 22020 GRESB Assessment. Note that PGIM Real Estate launched its formal sustainability program in 2008. The information contained herein is provided by PGIM Real Estate. PGIM Real Estate is
PGIM'’s real estate investment advisory business and operates through PGIM, Inc. PGIM is a trading name of PGIM, Inc. and its global subsidiaries. PGIM, Inc. is the principal asset management business of Prudential Financial, Inc. (“PFI”) and is a registered investment advisor
with the U.S. Securities and Exchange Commission. Registration as a registered investment adviser does not imply a certain level or skill or training. PGIM, the PGIM logo and Rock design are service marks of PFl and its related entities, registered in many jurisdictions worldwide
PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom.

PGIM Real Estate operates in various jurisdictions worldwide and distributes materials and/or products to qualified professional investors through its registered affiliates including but not limited to: PGIM Limited, in the United Kingdom; PGIM Real Estate Luxembourg S.A. in various
European Economic Area jurisdictions; PGIM Real Estate Germany AG in Germany; PGIM Japan Co., Ltd. in Japan; PGIM (Hong Kong) Limited in Hong Kong; and PGIM (Singapore) Pte. Ltd. in Singapore. For more information, please visit pgimrealestate.com.
a0FAR00002WFNHIUAS



Energy use intensities, Americas vs. Global
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ownership of a building, for example, the team
administers a resident survey that benchmarks
some key social variables at a property that
the fund can then measure over time. Some of
the variables relate to resident needs and resi-
dent satisfaction, along with the framework of
resident programming for affordable housing,
which addresses issues such as housing sta-
bility, mobility, education, community engage-
ment, and health and wellness. “Obviously,
that is most applicable for the residential prop-
erty type, which is what we are focusing on
for IVP. Then across the board in all categories
we have seen a much greater focus on racial
equity, diversity and inclusion,” says Davis.
Chicago-based Harrison Street also has
seen its social metrics expand since it first
began reporting in 2013. “Across industries,
there are certain common KPIs that everyone
reports on, such as carbon emissions, diversity
and inclusion, and health and safety. Where
the magic occurs is really identifying those
things that you have brought to the world in
a unique way,” says Jill Brosig, a managing
director and chief impact officer at Harrison
Street. The company has placed greater focus
on tracking its social impacts, including health
and wellness initiatives as well as the lives it
has enhanced through an investment.
Harrison Street is now looking at rolling
out Fitwel certification across the majority of
its portfolio, for example, with the exception
of its self-storage assets. That effort included
working on a pilot with the Center for Active
Design, the purveyors of the standard, to
ensure the Fitwel building scorecards align
with Harrison Street’s senior-living assets. Har-
rison Street is also investing in technology

Residential

— Global
— Americas

ASSET
COUNT

Industrial

and forming key alliances to produce positive
social impacts. One such alliance is with the
Well Living Lab, a collaboration between Delos
Living and the Mayo Clinic that exclusively
studies the connection between health and
the indoor environment. The firm has already
participated in a series of workshops with
the Well Living Lab and Mayo’s Kogod Cen-
ter on Aging to explore future research geared
toward seniors. The aim is to develop specific
clinical trials and studies at Harrison Street’s
senior-living communities to help understand
how the building environment impacts aging
and the health of senior residents.

Specific to its ESG reporting, Harrison
Street details these innovations, and then lay-
ers in impact metrics, such as the number of
residents being served by the program, the
total square footage of Fitwel-certified build-
ings in a portfolio, or the percentage of the
portfolio being serviced by air-quality moni-
tors. “If you try to be all things to all people, it
is going to be somewhat watered down. So, it
is really important to understand what metrics
are unique to your story and meaningful to
stakeholders,” explains Brosig.

Fund managers are continuing to develop
best practices for wrapping metrics around the
social side of ESG platforms. Some elements
are more easily quantifiable than others — e.g.,
what are your internal audit controls, or do
you have specific policies around health and
wellness or diversity and inclusion? Even if a
firm has a specific policy, it does become sub-
jective in terms of how that policy is enacted.
Does it sit in a binder that no one looks at, or
is it periodically communicated and enforced?
“There are a lot of different facets that go into

ESG Means Business—Spring 2021



At Invesco Real Estate, we have
an authentic approach to ESG.

For us, this means a holistic view of engagement of every single element of E, S, and G factors when
identifying and managing properties - for the benefit of our clients, our tenants, our business partners and our
staff.

e 12 Invesco strategies earned the 2020 GRESB Green Star Designation

e Four strategies achieved 5 out of 5 Green Stars, placing them in the top quintile of all global submissions

e Five strategies ranked 2nd or 3rd in their peer group

e All 13 GRESB submissions received 99% of the Management Component points, which reflects strong ESG
leadership, policies, reporting, risk management, and stakeholder engagement practices

e Received an A in the UNPRI report's Direct Property module compared to the median score of B

e We strategically pursue Green Building Certifications including LEED, BREEAM, and CASBEE and maintain
Energy Ratings such as ENERGY STAR, EPC, and NABERS for eligible property types globally

Sustainability is not just a badge-wearing exercise at Invesco Real Estate.
Our organizational ESG approach includes:

e ESG as part of the acquisition due diligence process 1

* Integrating ESG goal setting into our annual business plans Ill

e Creating a Global ESG Committee for a cohesive, worldwide sustainability approach L1l S

e Transparently disclosing our ESG strategy and performance to investors through
reporting frameworks such as GRESB, GRI, INREV, CDP, and UN PRI

e Launching Invesco's first Climate Change Report in July 2020 to address our
climate change risk, response, and opportunities e

e Measuring and monitoring building energy, emissions, water and waste, | I _,;‘
and in doing so seeking to improve performance .

*  Collaborating with key stakeholders to maximize sustainable best practices =
e Training our employees
e Evaluating physical risk due to climate change
41 n
5 lan

We are proud to be a sustainable | !! I
investment manager. S

-E_g =

[
\ 3

Invesco RN

*ESG = Environmental, Social, and Governance

About Risk: Any reference to a rating, ranking or an award is not a guarantee of future performance and is not constant over time. The value of property is generally a matter of an independent
valuer's opinion. Property and land can be difficult to sell, so investors may not be able to sell such investments when they want to. The value of investments and any income will fluctuate (this may
partly be the result of exchange rate fluctuations) and investors may not get back the full amount invested.

Important information: This advert is directed at Professional Clients only in France, Germany, Netherlands, Switzerland, and the UK; Institutional Investors only in the US and Singapore;
only Professional Investors in Hong Kong and Qualified Institutional Investors in Japan, as defined under the Financial Instruments and Exchange Law of Japan. It is not intended for and
should not be distributed to, or relied upon by, the public or retail investors.

Where Invesco Real Estate has expressed views and opinions, these may change. Issued in France, Germany, Netherlands, Switzerland and the UK by Invesco Real Estate Management S.a.r.l.,
President Building, 37A Avenue JF Kennedy 37A, L - 1855 Luxembourg; Hong Kong by Invesco Hong Kong Limited RIFHAEEAR AT 41/F Champion Tower, Three Garden Road,

Central, Hong Kong; Japan by both Invesco Asset Management (Japan) Limited and Invesco Global Real Estate Asia Pacific, Inc., Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo
106-6114, Japan, which holds a Japan Kanto Local Finance Bureau Investment advisers license number 306 and a Japan Kanto Local Finance Bureau Investment advisers license number 583
respectively; Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619; and the US by Invesco Advisers, Inc., Two Peachtree Pointe, 1555
Peachtree Street N.E., Atlanta, GA 30309, USA. GL1177 12/20.
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it, and I think we are going to continue to see
those KPIs in the S and G continue to develop
and with more transparency around it, where
you can see a benchmark to show how a com-
pany is doing and how they stack up,” says
Helee Lev, chief revenue officer at Goby, an
ESG-management platform.

Responding to investor expectations

Key information for fund managers is which
ESG-related metrics matter most to stakehold-
ers. Harrison Street conducts a materiality
assessment every three years that gathers input
from stakeholders. The goal is to understand
which ESG topics are viewed as the highest
priority. In 2017, the top concerns were very
tied to the assets, such as energy-efficient LED
and automation controls. The assessment con-
ducted in 2020 shows a strong shift from those
building- and asset-level initiatives to more of
a global mindset.

Instead of energy reduction, the topics at
the forefront are climate risk and resiliency,
along with carbon emissions and diversity and
inclusion. “T wouldn’t say that we weren’t doing
this before, but we are making sure the focus
is much greater on net carbon emissions and
things like clean-energy procurement, outside
renewable-energy development and on-site
fuel choices,” says Brosig. Health, wellness and
safety also are really big topics, and affordabil-
ity of housing is climbing into the discussion,
as well. “Properties need to perform well at
the asset level, but investors are thinking more
about the bigger picture and what role they
are playing in the world,” she notes.

Over the past couple of years, fund man-
agers have seen an increasing number of
investor due-diligence questionnaires that ask
about ESG strategy, goals and implementation.

Investors don’t expect a one-size-fits-all
approach to ESG, however. In many cases,
they are interested in the overall ESG story,
and they understand the story may be differ-
ent depending on the profile of the portfolio,
region and sector.

“Investors are interested in your GRESB
score and the ranking you achieved,” says Russo.
“We are encouraging investors to focus on the
score and not the ranking in GRESB, and to look
at both year-over-year improvement.” One peer
group was so competitive, for example, that
only 10.1 points separated No. 1 from No. 24
(half of the group), and in many cases the rank-
ings were separated by fractions of a point. In
addition, GRESB changed the scoring method-
ology in 2020, which caused overall scores to
decrease, on average, about 5 to 10 points. To
provide a more comparable year-over-year trend,
GRESB has calculated a “theoretical score” that
shows the estimated 2020 score using the 2019
GRESB assessment structure and scoring model.
“Due to these changes, it is important to look at
last year’s score and this year’s theoretical score
to compare on a more apples-to-apples basis,”
explains Russo.

More investors also are showing interest
in decarbonization, but many in the industry
agree a standard methodology is needed for
what and how carbon is reported for invest-
ment real estate. In the United States, Energy
Star Portfolio Manager is the most natural start-
ing point. “Like many investors, we are also
interested in that overall ESG story. So, we
have produced comprehensive annual sus-
tainability reports following Global Reporting
Initiative’s guidelines for our portfolio,” says
Russo. J.P. Morgan’s reports are broken out
into environment, social and governance sec-
tions, and include metrics that the firm tracks
on a consistent basis, such as energy, water,
waste and emissions. The reports also include
various case studies on properties that have
implemented energy, water and waste projects,
or have achieved green-building certifications.

Over time the focus on ESG performance
has shifted from asset level to the portfolio or
the fund. “Now it is shifting yet again to be
more about the entity. It is not just about how
are assets performing individually, how assets
are performing collectively in a fund or even
how funds collectively are performing. Now
the focus is more on you as an organization,”
says Lev. At the entity level, that means track-
ing metrics such as diversity in the C-suite or at
the board level. Goby recently worked with a
real estate fund based in Europe, for example.
The average percentage of diversity within the
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C-suite across European funds is 18 percent.
That helps to establish a benchmark for a com-
pany to decide whether they want to be in line
with that average or outperform that average.
“There are KPIs and other quantifiable mea-
sures that companies can use, but sometimes
that is hard to measure, especially when you
are looking at private equity,” adds Lev.

More evolution ahead

A lot of work has been accomplished over the
past couple of decades in the ESG world, with
many standards organizations, such GRI, TIRC
and SASB, and reporting frameworks, includ-
ing GRESB, creating metrics, targets and tools
to help deliver ESG aspects. “As a result there
is a large body of evidence and a support net-
work to help inform and educate, and help
with monitoring and disclosures,” says Brun-
dle. “Whilst there appears to be lots of issues
and metrics to cover, there is a high degree
of consistency of scope and content to each
of these schemes that all share a common
platform — namely delivering U.N. [Sustain-
able Development Goals], which lies at the
heart of the ESG agenda.”

Going forward, the industry is continuing
to strive for more meaningful ESG performance
and impact metrics. That means improving
best practices and solving for challenges, such
as gaining better access to data, improving
data quality and creating more uniform stan-
dards. Over the past few years, fund man-
agers have worked to collect information
directly from utility companies or tenants,
including amending leases to require report-
ing of energy use. New regulatory frameworks
emerging globally, such as those in Ontario,

New York City and Chicago, that have manda-
tory disclosure requirements on full building
energy and water consumption also are creat-
ing more transparency.

The lack of industry standards remains a
challenge in a variety of areas. In the move
toward a low-carbon economy, universal stan-
dards, whether in the United States or glob-
ally, are needed as a means for establishing
and tracking the emissions associated with
multi-tenant, diverse real estate investment
portfolios. The standard required to truly
effect change does not currently exist. “As a
landlord, we can make capital investments
to improve the efficiency of building sys-
tems. However, these investments can often
be offset by a number of variables, includ-
ing increases in occupancy, changes in the
weather, and a tenant’s use within the build-
ing,” says Russo.

Although there are common ways to mea-
sure, such as by intensity or like-for-like, these
options often do not normalize for occupancy,
weather and portfolio composition. A common
frustration for the industry, therefore, the lack of
a clear comparison of a building’s performance
in relation to the target. A building may be using
more energy, for example, because it is increas-
ing in occupancy. How do you balance and
normalize for that scenario? Another factor that
needs to be considered is tenant use. “Think of
the energy consumption of an accounting firm
versus a trading floor in an office building. This
leads to the question of whether or not tenant-
related emissions should be included in the
landlord’s reporting,” says Russo.

Broadly speaking, real estate is a dynamic
asset class in which funds are always buy-
ing and selling properties. Among the differ-
ent ways to achieve goals of reducing carbon
consumption is purchasing offsets through
renewable-energy credits. “From a portfolio
standpoint, you can say you will only buy
highly energy-efficient buildings. But what
does that accomplish? Frankly, I would rather
buy an inefficient building and have the oppor-
tunity to improve it,” says Kirby. But how do
you measure that reduction over time across
a portfolio? “There are multiple approaches
today and no industry standard, so it is difficult
to compare across investment managers and
funds,” he says. “I do think we can solve this
as an industry, and the result will be greater
accountability to reduction targets and greater
transparency for investors.”

R
0’0

Beth Mattson-Teig is a freelance writer based in
Minneapolis.
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BerkshireTHRIVE is Berkshire’s ESG engine for delivering
exceptional living experiences for our residents, fiduciary excellence
for our investors, and a rewarding work experience for our team
members. The BerkshireTHRIVE program consists of an integrated
set of strategies to monitor, track, and enhance our real estate
performance, focused on the following:

e Our communities: enhancing resident satisfaction,
attraction, and retention

e Our commitment: improving our ESG performance and sharing
our accomplishments with our stakeholders

e Our impact: driving operational efficiencies, mitigating risks,
reducing our footprint, and creating long term value

e Our team: curating a uniquely passionate and positive team
member culture, making Berkshire an industry employer of choice

m Berkshire

Residential Investments

Learn more about our dedication to investing in thriving communities www.berkshireresi.com




Providing trusted news and
information to investors
around the globe
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Institutional Real Estate . Institutional Real Estate |+ Institutional Real Estate

Americas - Europe Asia Pacific
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Institutional Real Estate, Inc. (IREI) publishes a diversified portfolio of news magazines,
special reports and directories for the benefit of the global infrastructure and institutional
_real estate investment community and for private wealth advisers in the United States.

" Each publication provides subscribers with news, insights and perspectives on the trends
and events shaping the industry and the investment landscape.

To learn more about our publications, go to www.irei.com.

Join our subscriber list
Sign up to receive our publications and free daily Newsline emails at

www.irei.com/subscribe
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Being a leading operator means
more than just reporting on your
ESG activities.

Lionstone Investments leverages Bractlet’s simulation
technology and software tools to make better investment
. % : - . MLI()NSTONIC
decisions and operate healthier, more efficient buildings INVESTMENT
across their portfolio.

S .
Portfolio Rollup

Projects Evaluated To-date “

l
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Complete
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Yearly Savings

Lionstone uses Bractlet to monitor 20
million data points each day to improve
building operations.

Lionstone selected nearly 200 projects that
will save $1.3 million in energy costs per
year and increase portfolio value by an
estimated $21.6 million.

To date, Lionstone has experienced a 15.4%
reduction in energy expenses, which
represents a carbon emissions reduction
of 5,700 metric tons.

Bractlet has the industry’s only holistic end-to-end solution.

To learn more about our tiered product offering, please

contact us at info@bractlet.com.

Benchmark Analytics
Utility Bill Collection @ Building Performance
[==] and Analysis Monitoring and Alerting
= Benchmarking and S~ Energy Demand
[Z1[z] ESG Reporting 3 Management

Simulation

HEI Digital Energy Twin

dh Project Evaluation and
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About GRESB

GRESB is a mission-driven and investor-led organization providing standardized and validated
Environmental, Social and Governance (ESG) data to the capital markets. Established in 2009, GRESB
has become the leading ESG benchmark for real estate and infrastructure investments across the world.

In 2020, more than 1,200 real estate portfolios reported to GRESB covering more than 96,000 assets.
Our coverage for infrastructure includes more than 540 infrastructure portfolios and assets. Combined,
the reported assets represent US $5.3 trillion AUM.

The data is used by more than 100 institutional and financial investors to monitor investments across
portfolios and navigate the strategic choices needed for the industry to transition to a more sustain-
able future.

Learn more at GRESB.com.

About Institutional Real Estate, Inc.

Founded in 1987, Institutional Real Estate, Inc (IRED is an information company focused on pro-
viding institutional real estate and infrastructure investors with decision-making tools through its
publications, conferences and consulting. IREI provides investment fiduciaries with information and
insights on the people, issues, ideas and events driving the global real estate and infrastructure
investment marketplaces. The firm publishes a number of special reports and directories, as well as
seven regular news publications. The firm’s flagship publication, Institutional Real Estate Americas,
has covered the industry for more than 30 years. Other IREI titles include Institutional Real Estate
Europe, Institutional Real Estate Asia Pacific, Institutional Real Estate Newsline, Institutional
Investing in Infrastructure, Institutional Real Estate FundTracker and Real Assets Adviser.

In 2000, the firm launched a conference and seminar division. IREI's events have gained a
stellar reputation and solid following within the industry. The firm’s menu of events includes
Visions, Insights & Perspectives (VIP) conferences in North America and Europe, as well as VIP
Infrastructure. In addition, the firm sponsors IREI Springboard, an annual gathering of young
leaders in the institutional real estate community.

On the consulting side, IREI has more than two decades of experience providing research
and advice to the investment-management, brokerage, development and technology communi-
ties. Services include strategic information and advice on presentations, organizational struc-
tures, product development, proposal responses, and design and implementation of market
research projects.

For more information about IREI’s products and services, please visit www.irei.com.

This special report was published by Institutional Real Estate, Inc. in conjunction with GRESB.

Publisher & Editor-in-Chief: Geoffrey Dohrmann, g.dohrmann@irei.com; Global Head of Business Development:
Jonathan Schein, j.schein@irei.com; Editorial Director: Larry Gray, |.gray@irei.com; Special Reports Editor: Denise
DeChaine, d.dechaine@irei.com; Art Director: Susan Sharpe, s.sharpe@irei.com; Senior Account Executive,
Advertising: Cynthia Kudren, c.kudren@irei.com.

Copyright © 2021 by Institutional Real Estate, Inc., 2010 Crow Canyon Place, Ste. 455, San Ramon, CA 94583. Material may not
be reproduced in whole or in part without the express written permission of the publisher. The publisher of this special report is not
engaged in rendering tax, accounting or other professional advice through this publication. No statement in this report is to be con-
strued as a recommendation to buy or sell any security or other investment.
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A SUSTAINABLE APPROACH

Taking ESG into consideration at each stage of investment, and
focusing on the long-term impact of every decision we make.

At Barings Real Estate, we harness the full breadth and depth of our $45+ billion real estate
platform* to deliver our clients a more complete picture of the opportunities ahead,

and the solutions designed to capitalize on them.

5-STAR RATING
/| N —

2N> OUT OF 48 PEERS

G R E S B IN U.S. DIVERSIFIED CORE
* *

* * # 2020

W
‘ ‘ BARINGS AWARDED
v

BARINGS.COM

Barings Real Estate is a part of Barings LLC, a Registered Investment Adviser. *As of September 30, 2020. 20-1220215



GRESB is the global
ESG benchmark

for real assets

Working in collaboration with the industry,
GRESB defines the global standard for
sustainability performance in real assets
providing standardized and validated ESG
data to more than 120 institutional and

financial investors.
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The 2021 GRESB Assessment Period
opens on April1, 2021



