


Environmental, Social and Governance

IVS expands Environmental, Social and Governance (ESG) considerations in
valuations across all assets and liabilities, but the impact on valuation is still in
a development and additional requirements may be needed.

The valuer should be aware of relevant legislation and frameworks in relation to the

ESG factors impacting a valuation.

« The impact of significant ESG factors should be considered in determining the

value of a company, asset or liability.
- ESG factors and the ESG reqgulatory environment should be considered in
valuations to the extent that they are measurable and would be considered

reasonable by a valuer applying professional judgement.
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ESG Risk pressures from Climate, Legislation, and Markets

Physical Risk

Physical Risks
increasing
(Flooding, Fire)

Efficiency legislation
on therise (EPBD)

Occupier
requirements
changing

Transition Risk

Climate risk disclosure
(TCFD, SFDR,)

Landlord targets
driving competition

Threat of carbon
taxation

Investors demanding
transparency
(GRESB, Net Zero)
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Legislation impacting the European warehousing sector

Legislation Level Impact Year in effect
Green Asset Ratio EU Reporting % of lending to green activities 2024
New Emission Trading Scheme EU Sotrsi LGl T 3 2027
transport

Revised Energy Performance of Buildings o :

Directive (EPBD)* EU Reduce carbon emissions by renovating 2028
EPBD Mortgage Portfolio Standard EU l';:r:j:“ must improve medkan energy of 2028
Energy Efficiency Directive (EED) EU Building energy efficiency 2030
Revised Renewable Energy Directive (RED)*  EU A S UL s - 2030
Global Basel Framework (Bank Prudential . . 2017

Global Regulation focuses on lending

Regulation)

= Piller3

= Piller1

*Legislation in discussion

Source: European Commission

Report loan book exposure to climate risk

Report minimum cap ex needed to reduce
risk
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Owner and occupier collaboration + shared goals

Investor
Value drivers

Reduce carbon emissions
Reduce waste and water
Lower operating costs
Improve occupancy rates
Increase tenant satisfaction
Reduce financing costs

Reduce risk/
increase resilience

Enhance brand

Investor
Pressure from

institutions,
pension funds,
hedge funds,
high-value
investors

Shared Goals

Achieving net
zero carbon

+

Improving
humanvalue
proposition

Occupier
Pressure from

employees,
board, suppliers
& customers
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What are Investors and Lenders doing?

Investors

e Detailed acquisition due diligence on ESG
» Data collection on existing portfolios
 EPC compliance capex plans

* Net Zero Carbon capex plans

 Green lease clauses

Lenders

e EPC/Certification review

* Flood/climate risk review

* Disclosing Climate Risk (TCFD)
e Sustainability-linked loans

e Updating instruction letters
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Effective marketing
of sustainability
credentials

Optimal sustainability
certification

Sustainability
and value

Compliance with
existing and future
regulation

Enhanced returns
and lower exit yields

Energy performance
to minimise carbon
emissions and cost

Sustainability
due diligence
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Accelerated obsolescence: 61% of Dublin’s existing stock is at risk of becoming functionally

obsolete in the next five years

25,000,000
20,000,000
15,000,000
10,000,000

5,000,000

Grade A+

Source: JLL Research 2024

Dublin Office Market

Grade A

M Volumes (Sq. Ft)

61%

Grade B

= Building Year (RHS)

Grade C

2025

2020

2015

2010

2005

2000

1995

1590

1885

1980
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Pathway to net-zero carbon

Carbon |
or energy
intensity

Operational
efficiencies

20% Heat
decarbonisation

20%

1

\

Behavioural
changes
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309, Onsite or offsite
renewables

109, Purchased

Asset baseline



Carbon Risk Real Estate Monitor (CRREM)

Carbon
intensity

]

Asset

baseline

+ Green premium
+ Incentives
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Stranding

* Reduced Opex
+ ROI
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Deep retrofit '
20-60% reduction :
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» Brown discount
AT gl @ * High carbon tax

+ Uneconomical
Light retrofit
10-15% reductionl

Paris aligned/ CRREM

———————————— decarbonisation pathway
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Asset enhancement upgrades

Solar PV roof panels
Generate on-site renewable
energy to reduce energy costs
and GHG emissions

Outdoor/green space
Increase biodiversity and
reduce air pollution, whilst
promoting employee physical
and mental wellbeing

Smart glass

Benefit from natural light and
outdoor views while preserving
privacy and conserving energy

Sensored lighting
Sensors switch off ordim
lights to reduce energy use
based on occupancy levels

Cycle storage
Interior storage spaces with
shower/locker facilities

Geo-exchange system
Installation of heat pumps

under the existing building to
offset heating and cooling loads
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Retain existing building structure to reduce waste to
landfill and reduce embodied carbon emissions

. EQ_:Z Health and wellness

-y Design elements prioritizing health and
g ' | ) wellbeing, such as fresh air, thermal

f / | 7 | comfort and ample daylight

:’;\ Smart building control and
metering

Digital controls and real-time data for
increased occupant comfort, reduced
energy use, and reporting
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Transportation/commuting
connections

Connections to public transportation and
safe walking/cycling lanes

et

e

Electric vehicle charging
Charging stations on-site or nearby

Water harvesting

Reduce water waste by installing a basement
cistern to gather rainwater from the roof for reuse
in the building’s mechanical systems




Rainwater collection tanks

Rainwater harvesling -~ water
used for tilets, landscaping and
neighbouring community facilities

Battery storage

Battery storage
power & virtua,
energy network

Electric truck and passenger vehicle
charging stations

Electric vehicle charging anc future
fleet capability

Solar panels

to praduce enough energy for warehouse own use +
surplus for electric charging vehiclesand electricity
grid run the facility on 100% renewable energy

The

Sustainable
Warehouse

M7 — Ballymount

Fully refurbished high-bay
logistics facility of approx.
152,000 sq. ft. on a
secure 7.33 acre

site. Targeting BREEAM
‘Very Good’ & BER A3

PublicArt

Rating, making

Ballymount Logistics Hub
Ireland’s greenest

industrial refurbishment.
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ventilation |"| ;

Staff recreational facilities + green space

)L

[ree canopies, walking paths, mitigate noise
intrusion, Native drought resistant vegetation
and landscaping to support biodiversity

Office and end of trip facilities + prayer
room = parents' room + creche

Employe

To improve
thermal comfort

e and visitor comfort

Site accessibility (DDA)

Insulation

Stormwater management

To manage building run -off to prevent
flooding, improved waler quality and
pratectthe biodiversity of waterways



Strategy For Valuers

(O)JL

Role of the Valuer

Valuation instruction and terms of
engagement

Inspection, investigation, queries
and data request

Reporting

Capex

Comparables and Evidence
Impact on Value

Valuation methods and

considerations

Continue to upskill

Don’t lead the market, consider ESG, enlist specialist advice where necessary

Take care on liability around forecasting and around ‘strategic advice’ in addition to
valuation

Send ESG Data requests to clients
Carry out detailed and documented inspection

Demonstrate how ESG has been considered in within the report e.g. obsolescence,
description, specification, flooding etc

Request from Client

Consider sustainability features in evidence

Detail impact on voids, ERVs, Costs, Capex and Yields and how any of these have been
impacted by sustainability.

How different methodologies are impacted, preference for DCF, how inputs are impacted

Follow SCSI & RICS for updates



Dublin Market

Higher rent accepted for sustainable buildings

5 George’s Dock- BER B3
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Investment Comps & BER pathways
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