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About SustainabillityWorks

Aideen O’Hora Laura Heuston Karen Deignan

A consultancy on a mission to accelerate Ireland’s shift fo a sustainable future.
Experts in sustainability strategy, finance, policy, innovation, communications and reporting.

We make sustainability simple. We make it actionable. We make it work.

SustainabilityWorks.



|. Real estate investors & ESG

2. Whatis a green building (from
an investor perspective)?

3. How might this all impact the
real estate sectore

4. Q&A

Agenda

SustainabilityWorks.



ESG / Responsible Investing

"Responsible investment is a strategy and
practice to incorporate ESG factors in
Investment decisions and active ownership —
to better manage risk and generate
sustainable, long-term returns.”

Principles of Responsible Investment

SustainabilityWorks.



Objectives of ESG infegration

4 ldentify
/ strategic
Add opportunities
operational
Manage risk value
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The broad universe of ESG

&

ENVIRONMENTAL

climate change
resource depletion
waste

pollution
deforestation

®
i G5
SOCIAL GOVERNANCE
= human rights = bribery and corruption
= modern slavery = executive pay
= child labour = board diversity and structure
= working conditions = political lobbying and
= employee relations donations
= tax strategy
PRI Guide
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Material ESG issues for real estate
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4

Environmental | r~

« Carbon emissions

 Climate risk —
physical &
transitional

« Air quality

* Waste management

* Water management

Circular buildings

Smart buildings

Sustainable
transport

Biodiversity
Innovation

Social

» Health, safety &
wellbeing

Tenant engagement

Responsible
procurement

Communities
Employee
development
* Diversity and
inclusion

e Public realm

Governance

* Business conduct

« Corporate
governance

e Transparency
* Human rights
» Data protection
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Real Estate Investment & ESG

DEAL SOURCING INVESTMENT DECISION

S s e dless Including ESG issues in the

issues during screening, Communicating material
due diligence and in issues to the investment n:;gacﬁe:l; ::n:: tr:: orty Adding value when the asset
the planning of new committee and assessing managers and E-np ';m;‘ t is sold
developments and major their impact on valuation ag:.rith tenangtzf
renovations
N
PRI Guide
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ES&G.... Or
just E@

GRESB gives the full ES & G picture

But correlation between financial
performance of an asset and ESG
is clearest in relation to E...

Green certification real estate premium Overall
Rental Premium 6.0%
Sales Premium 7.6%

Commercial Residential
5.4% B.2%
11.5% 5.5%

JLL Global Research, Return on Sustainability, Jan 2022
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What is a green
bullding<¢

(in the eyes of an investor!)
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Green
building
certifications

h* NABERS

UNITED KINGDOM
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Defining
green in the

EU Taxonomy

A classification tool to help

companies and the
financial sector make
informed investment
decisions on
environmentally friendly
economic activities.

Aim also is to prevent
green washing and
facilitate climate-risk
identification

And support meeting EU
net zero targets
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Agriculture and forestry

Manufacturing

Electricity, gas, steam and air conditioning supply

Water sewerage waste and remediation

Transport

Information and communication technologies (ICT)

Buildings
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How does
It work?e

3 Key Steps

Climate change mitigation and
climate change adaptation —
definitions settled and in
legislation

Social objectives —draft issued
last year

Definitions for other
environmental objectives being
developed.
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MAKE A SUBSTANTIAL
CONTRIBUTION TO ONE OF
6 ENVIRONMENTAL OBJECTIVES

1.

Climate change mitigation
2.

Climate change adaptation
3.

Sustainable and protection of
water and marine resources
4.

Transition to a circular economy
5.

Pollution prevention
6.

Control and protection and
restoration of biodiversity
and ecosystems

EU TAXONOMY

DONO
SIGNIFICANT HARM
(DNSH)

To the other five
Environemental
Objectives

MEET MINIMUM
SOCIAL SAFEGUARDS
(MsSs)

Defined in

OECD Guidelines on
Multinational Enterprises
UN Guiding Principles on

Business and Human Rights
The International Labour
Organisation’s (ILO")declaration
on Fundamental Rights and
Principles at Work
The International Bill of
Human Rights

SustainabilityWorks.



Taxonomy In practice:
Construction & Real Estate
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Construction
& Real Estate

INn the EU
Taxonomy

7/ main categories making
“substantial contribution to
climate mitigation” — can group
into 4.
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« Construction of new buildings

* Renovation of existing buildings

* Acquisition and ownership of
existing buildings

* Installations, maintenance and

repairs of energy-related
equipment

SustainabilityWorks.



Energy
Performance

Air tightness
and thermal
integrity

Global
Warming
Potential

The Primary Energy Demand is at least 10% lower than

national Nearly Zero Energy Building (NZEB) requirements,

certified using an as-built Energy Performance
Certificate.

Large buildings (>5,000m2), must undergo testing for qir-
tightness and thermal integrity to ensure design
objectives met, and any deviation in the levels of
performance set at the design stage or defects in the
building envelope are disclosed to investors and clients

Large buildings (>5,000m2), life-cycle Global Warming
Potential of the building, calculated for each stage in
the life cycle & disclosed to investors/clients on demand

Current focus is
BERs/EPCs -
theoretical rather
than actual. Debate
IS moving on to
actual performance
and whole of life
carbon emissions
including embodied
and end of life.... And
from nearly zero
energy to zero
emissions The EU
Taxonomy definitions
will fighten




New Buildings — DNSH & Social criterio

4 N\
Cllmc”.e Assess and reduce material physical climate risks through a robust climate risk
Adaptation and vulnerability assessment
4 N
Water
Requirements re efficiency of water appliances
4 N\

Circular economy

Requirements around waste and preparation for reuse, recycling and other
material recovery

Minimum Social
Safeguards

: Pollution A Requirements around use of dangerous materials and emissions of volatile
. organic compounds. Ensure site isn’'t contaminated. Measures to reduce noise,
preven’rlon dust, pollutants during construction/maintenance
4 N\
Biodiversity No building in protected natural areas or land of recognised high biodiversity
value
4 N\

Alignment with OECD and UN Agreements & Guidelines
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Taxonomy In practice:
Who must use Ite
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Who must use 1te

EU &
Member
States

Asset
Managers

Large EU
Banks

Large
Corporates

*Public measures, *SFDR *NFRD *EBA Green Asset
standards and «CSRD Ratio disclosures
labels for green

finance

SustainabilityWorks.



What are all
the potential
usese

Will be the bedrock of many
mechanisms within EU financial
and non-financial legislation
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EU GREEN BOND
RISK WEIGHTING STANDARD
ADJUSTMENTS
(capital requirement
changes)

EU ECO-LABEL FOR
FINANCIAL PRODUCTS

EU STANDARD FOR “CLIMATE
TRANSITION” & “PARIS ALIGNED”
FINANCIAL BENCHMARKS

Less likely in Very likely
the short-term

COLLATERAL
POLICIES
(e.g. haircut for brown

assets in ECB’s) CORPORATE DISCLOSURE OF

CLIMATE-RELATED
INFORMATION
(non-financial reporting directive)

EUROPEAN CENTRAL
BANK’S CLIMATE-RELATED
PROGRAMS (e.g. Green
Quantitative easing)

Adoption
or use
likelihood

FINANCIAL SUPERVISION

(e.g. climate stress-testing or scenario
analysis, see the network for greening the
financial system)

BLENDED FINANCE &
DEVELOPMENT AID

EU STANDARD FOR
SUSTAINABILITY-LINKED DISCLOSURE
BONS OR LOANS REQUIREMENTS

BUDGETARY POLICY- PUBLIC SPENDING APPLICABLE TO

MAKING (“green FRAMEWORKS CREDIT RATINGS
budgeting”) (public procurement,
EU aid rules)

SustainabilityWorks.



Who will
certity
faxonomy
alignment?

Sufficient to self-certify
alignment with EU Taxonomy?

Will existing frameworks be
amended to enable
certification?

Or will separate Taxonomy
alignment certification be
required (see DGNB)?
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Conform to EU taxonomy
verified by DGNB

h* NABERS

UNITED KINGDOM
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N conclusion
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How will this Iimpact the real estate sector?

“It is currently difficult fo estimate how much lower interest expenses are
with financing through our green framework, but our assessment is that it
leads fo better access fo financing and significantly lower inferest

expenses.”
Vasakronen

“Mainstream and ESG investors value outperforming companies on ESG;

lowers cost of capital”.
Gecina

SustainabilityWorks.



Maximise your
Impact as a

Chartered
Surveyor...
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SCSI SUSTAINABILITY

OUR DECLARATION IS AS
FOLLOWS:

I will:

strive to limit the use of fossil fuels in my practice

e actin accordance with the best principles for the mitigation of environmental harm and the enhancement
of environmental quality for all

e strive to ensure that the uses of natural resources are fair and sustainable taking account of the needs of a
diverse society

¢ use my skills and experience to serve the needs of the environment and society
e serve as an example to others for responsible environmental behaviour

¢ be aware of, and aim to observe and support the United Nations Sustainable Development goals:

SustainabilityWorks.



Q&A

Laura Heuston, Co-Founder

laura@sustainabilityworks.ie
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