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Why ESG?
Drivers behind participation

* Respond to existing investor requests Global Participation :: ESG Benchmarking
for increased disclosure private equity | listed REITs | JVs | sovereign wealth funds | direct | government
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How to Engage with ESG
Disclosure Mechanisms

Elevating Metrics

Governance

* Disclosure frameworks: GRESB, SASB,
UNPRI, CDP, etc.

Stakeholder O
Engagement CO

C@g

Policy &
Disclosure

Strategy

Risk
anagement

* Overlap & synergy

* Industry trends towards
environmental disclosure/carbon
footprinting

Metrics

and Targets
« TCFD expected to become wider-

spread

Communication frameworks G R E S B

« Company published ESG reports, GRI,
etc.




How to Engage with ESG
Disclosure Mechanisms

What do investors actually see?

« GRESB Investor Members are able to review Public Disclosure Data for all entities

B GRESB PUBLIC DISCLOSURE
LEVEL

E
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Global Average: C Comparison Group Average: C

GRESB Public Disclosure measures the level of ESG
disclosure by listed property companies and REITs
through a selection of 22 indicators aligned with the
GRESB Real Estate Assessment. Together, they con-
tribute towards a Public Disclosure Level, expressed
through an A (most transparent) to E (least transpar-
ent) sliding scale. Each constituent is placed into a
comparison group based on the geographical location
of its business activities, property type and market
value.

B GRESB SCORE

- GRESB Score*
100 GRESB Average 41

*entity did not participate in 2018 GRESB Real Estate
Assessment

The Real Estate Assessment measures the ESG per-
formance, while Public Disclosure evaluates the level
of transparency of listed real estate company. The two
indicators complement each other and, ideally, institu-
tional investors use them in combination. The GRESB
Score is expressed from O to 100 and reflects perfor-
mance on a broad range of ESG issues, including risk
assessments, energy, carbon, water and waste indi-
cators, governance mechanisms engaging employees,
tenants, the supply chain.

GRESB Public Disclosure offers a unique measure
of material sustainability disclosures by REITs and
listed public companies. The analysis is based on in-
formation collected by GRESB from publicly available
sources and covers more than 450 constituents - both
GRESB Real Estate participants as well as non-partic-
ipants.




How to Engage with ESG
Participation Driving Strategy

« Reporting frameworks create engagement within the company
« Requires participation across departments/regions
* Breaks down communication barriers

« Creates a platform for investor/company collaboration

« GRESB/other disclosures inform long-term strategy
« Highlights areas for improvement
* Prompts questions of what else can be done

 Drives participation in other ESG disclosure/reporting mechanisms




Most Asked Questions

Institutional Investors + ESG Data + Real Estate | Infrastructure Portfolios

1. Why do Institutional Investors focus on ESG issues?
2. Which issues matter most?

3. How do the capital markets use ESG data?



ESG Objectives



Objectives

Primary
Achieve superior risk adjusted returns Strong
Implement industry best practice Governance

Invest in best-in-class management teams

Secondary
Mitigate reputational risks
Long-term, intergenerational view




UNPRI Sighatory Growth

Accelerating since 2014

Assets under management (US$ trillion) N° Signatories
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ESG Issues

UN Principles for Responsible Investment

Governance

Tax avoidance
Executive pay
Corruption

Director nominations
Cyber security



Rating Agencies

S&P Global Q

ESG: Going Beyond the Balance Sheet

What is ESG, what factors does it reflect, and is it a long-term trend or simply a flash in the pan?

1 S&P Global Q

Read, watch and explore need-to-know insights abou‘;% here.

-

Profile Factors

Environmental Social Governance
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Greenhouse Waste & Workforce Safety Structure Code & Values

Gas Emissions Pollution & Diversity Management & Oversight
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Water Use Land Use Customer Communities Transparency Cyber Risk
Engagement & Reporting & Systems




World Economic Forum’s 2017 Risk Landscape

Top 5 Global Risks in Terms of Likelihood

1st

2nd

3rd

4th

Sth

2007

Breakdown of
critical information
infrastructure

Chronic disease
in developed
countries

China economic
hard landing

Asset price
collapse

2008

Asset price
collapse

Failed and failing
states

Oil and gas price
spike

Chronic disease,
developed world

2009

Asset price
collapse

Slowing Chinese
economy (<6%)

Chronic disease

Retrenchment

from globalization

(emerging)

2010

Asset price
collapse

Slowing Chinese
economy (<6%)

Chronic disease

Fiscal crises

2011

Storms and
cyclones

Flooding

Climate change

2012

Severe income
disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Cyber attacks

Water supply
crises

2013

Severe income
disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Water supply
crises

Mismanagement
of population
ageing

2014

Income disparity

Extreme weather
events

Unemployment
and
underemployment

Climate change

Cyber attacks

2015
Interstate conflict
with regional
consequences

Extreme weather
events

High structural

unemployment or
underemployment

2016

Large-scale
involuntary
migration

Extreme weather
events

Failure of climate-
change mitigation
and adaptation

Interstate confiict
with regional
consequences

Major natural
catastrophes

B Economic M Ervironmental Geopolitical B Societal Technological

2017

Extreme weather
events

Large-scale
involuntary
migration

Major natural
disasters

Massive incident
of data fraud/theft




World Economic Forum’s 2019 Risk Landscape

Top 5 Global Risks in Terms of Likelihood

1st

2nd

3rd

4th

5th

2009 2010

Asset price
collapse

Asset price
collapse

Slowing Chinese
economy (<6%)

Slowing Chinese
economy (<6%)

Chronic disease

Retrenchment
from globalization

2011

Storms and
cyclones

Biodiversity loss

Climate change

- Economic

2012

Severe income

disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Cyber-attacks

Water supply
crises

B Ervironmental B Geopolitical B Societal

2013

Severe income

disparity

Chronic fiscal
imbalances

Rising greenhouse
gas emissions

Water supply
crises

2014

Income disparity

Extreme weather
events

Unemployment

and
underemployment

Climate change

Cyber-attacks

2015

Interstate conflict
with regional
consequences

Extreme weather
events

Failure of national
governance

High structural
unemployment or

underemployment

2016

Failure of
climate-change
mitigation and
adaptation

catastrophes

2017

Extreme weather
events

Large-scale
involuntary
migration

Major natural
disasters

Massive incident
of data fraud/theft

2018

Natural disasters

Cyber-attacks

Data fraud or theft

Failure of
climate-change
mitigation and
adaptation

[] Technological

2019

Extreme weather
events

Failure of
climate-change
mitigation and
adaptation

Natural disasters

Data fraud or theft




Top 5 Global Risks in Terms of Impact

1st

2nd

4th

5th

World Economic Forum’s 2019 Risk Landscape

2009

Asset price
collapse

Retrenchment
from globalization
(developed)

Oil and gas
price spike

2010

Asset price
collapse

Retrenchment
from globalization
(developed)

Oil price spikes

Chronic disease

Fiscal crises

2011

Fiscal crises

Climate change

Extreme energy
price volatility

2012

Major systemic
financial failure

Water supply
crises

Food shortage
crises

Chronic fiscal
imbalances

Extreme volatility
in energy and
agriculture prices

2013

Major systemic
financial failure

Water supply
crises

Chronic fiscal
imbalances

Failure of
climate-change
mitigation and
adaptation

2014 2015

Fiscal crises

Rapid and massive
spread of
infectious diseases

Climate change

Water crises

Unemployment
and
underemployment

Failure of
climate-change
mitigation and
adaptation

Critical information
infrastructure
breakdown

2016 2017

Failure of
climate-change
mitigation and
adaptation

Extreme weather

events

Water crises

Large-scale
involuntary
migration

Major natural
disasters

Failure of
climate-change
mitigation and
adaptation

Severe energy
price shock

M Economic M Environmental [ Geopolitical [l Societal Il Technological

2018

Natural disasters

Failure of
climate-change
mitigation and
adaptation

2019

Failure of
climate-change
mitigation and
adaptation

Extreme weather
events

Water crises

Natural disasters




August 2019
EU TECHNICAL EXPERT GROUP ON

m F’rinciplesi for SUSTAINABLE FINANCE
22 PR |zesensie

FINANCING A SUSTAINABLE

POLICY BRIEFING EUROPEAN ECONOMY

EU REGULATION ON SUSTAINABILITY-RELATED DISCLOSURES
IN THE FINANCIAL SERVICES SECTOR

AT A GLANCE

Organisation Requirements

Financial At entity level, financial institutions must disclose:

Institutions = Details of their policies on the integration of sustainability risks into
investment decision-making and sustainability in remuneration policies.

= Whether and how they consider the principal adverse impacts of their

investments on sustainability (comply or explain for smaller firms).
For all products, financial institutions must disclose:
= How sustainability risks are integrated in investment decisions, their likely
impact on the financial product (comply or explain).
= Whether and how a financial product considers principal adverse impacts
on sustainability factors (comply or explain).
For funds targeting sustainability objectives, financial institutions must
disclose:

= A description of the sustainability objectives of the product, details of how
they are met, and the overall sustainability impact of the product.

Financial At entity level, financial advisors must disclose: HANDBOOK O
advisors . . - . . . e .
n F)etalls of their p.oI|C|es on the .|ntegrat|on of sustélnatfl!lty‘ns.ks into - CLIMATE TRANSITION BENCHMARKS, PARIS-ALIGNED
investment and insurance advice, and how sustainability is integrated into
BENCHMARK AND BENCHMARKS’ ESG DISCLOSURES

remuneration policies.

December 20t 2019

= Whether and how adverse sustainability impacts are considered.

https://ec.europa.eu/info/files/192020-sustainable-finance-teg-benchmarks-handbook _en

https://d8g8t13e9vf20.cloudfront.net/Uploads/y/h/b/eu_sustainabilitydisclosures 2019 622816.pdf



https://d8g8t13e9vf2o.cloudfront.net/Uploads/y/h/b/eu_sustainabilitydisclosures_2019_622816.pdf
https://ec.europa.eu/info/files/192020-sustainable-finance-teg-benchmarks-handbook_en

EU Disclosure Regulations - ESG / Sustainability

EU regulators emphasizing:
1. The importance of ESG considerations in business strategies
2. Encouraging firms to be proactive in relation to ESG considerations

EU Disclosure Regulation requires:
* Integration of sustainability risks in investment decision-making /advisory processes

* Transparency regarding financial products which target sustainable investments, including
reduction in carbon emissions

e Specific financial product disclosure requirements

e pre-contract
e website disclosures
e periodic reports [quarterly / annuall



1. Climate change innovators:
spotting the sleeping giants
ready or not, here comes ESG
3. Re-valuing real estate:
investing in the eye of hurricane

Juggling layoffs and shortages

looking
for accountability in all new
places

MSCI ESG RESEARCH LLC

2020 ESG trends to watch

Linda-Eling Lee, Meggin Thwing Eastman,
Ric Marshall

January 2020

Real
Estate

Corporate
Finance
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https://www.msci.com/documents/10199/02f64 7 3f-6fd8-aa8f-be72-443196478ec3



https://www.msci.com/documents/10199/02f6473f-6fd8-aa8f-be72-443196478ec3

ESG Issues :: Real Estate
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Interactive ESG Data platform

INVESTOR
PERSPECTIVE

ESG ANALYTICS ’
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‘ ESG ANALYTICS

Institutional GRESB Fund managers
Investors Assessments Listed companies




Applications

Opportunities for portfolio de-risking

Capital Markets | Institutional Investors

o Positive screening for capital allocation
and manager selection

o Transparency mechanism for pursuing
enhanced risk-adjusted returns

o Additional measure of performance

o Ongoing engagement tool with
investment managers

o Carbon footprint reporting

Industry Sectors | Participants

o Understand ESG related portfolio risks
and opportunities

o ldentify industry best practices in ESG
performance

o Perform gap analysis / introspection

o Develop tailored action plans for
improvement

o Metrics for investor communications



ESG Integration: APG Asset Management

Private real estate investment decision and engagement process

Investment Asset
Screenin

S&G Due-diligence

* Quality of S&G
policies,
implementing
measures,
monitoring system
and reporting
regime in place

+ Legalissues,
reputation, and
controversies

+ S&G governance

* Level of
commitment by
investment
partners

S&G Consultation

* Discusswith PMs
the issues arising
out of DD

* Resolve the
issues or propose
solutions for
implementation
prior to
Investment
Committee

+ S&G meetings
with managers

Formal S&G
Review

+ S&G Sign-offis
submitted to
Investment
Committee

* Formal
recommendation
submitted for
review by
committee

Implementatlon

Ensure S&G
initiatives, policies
addressed in
Formal S&G
Assessmentin
place before
executing
commitment

S&G Monitoring

+ S&G Survey to
monitor S&G
performances
across portfolio
and vis-a-vis
other regions

* Monitoring of
S&G compliance

+ S&G reporting

N

S

\

GRESB is used as basic
diligence resources

//
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ESG Advances

GRESB @ 2020+ Enga gement .|

Private equity fund underwriting AVIVA
INVESTORS
Ticking a box ESG of interest but not a main consideration
— Are you a signatory to the UNPRI? — Do you have a policy on sustainability issues?
A — Do you take account of sustainability issues in
investment decisions?

T

No consideration Hygiene “Tie breaker” Reason to appoint

ESG considered central to the investment process and needs to the client

— How do you use ESG factors to add value and influence your investment beliefs?

— QOutline whether you perceive there to be a link between environmental performance and financial
risk and return.

— Demonstrate how incorporating ESG factors have benefited your investments. 24



ESG Advances

GRESB @ 2020+ Due Diligence .|

pre-investment phase AVIVA
INVESTORS
Due Diligence Criteria in Contracts m
— GRESB performance / — We ensure that every — We will not invest if a
internal ESG new investment target fund fails our
questionnaire completes the GRESB country and tenant
— Corporate governance survey by way of a exclusion check
record side letter

. ~

Country & Tenant Exclusion Support / Engagement
— Prior to investment we request — We work actively with weaker
and review the target’s rent roll funds that require extra
represented by companies / guidance and support to

countries on our exclusion lists improve their ESG credentials 25




Use of ESG Data



Common ESG Investment Strategies

1. Negative/exclusionary screening
* Eliminate companies in specific industries / countries

2. Norms-based screening
* Eliminate companies that violate a set of norms [eg UN Compact 10 Principles, etc]

3. Positive/best-in-class screening
e Selecting companies with strong ESG performance based on metrics

4. Sustainability-themed allocations
* Renewable energy, clean water, carbon reduction

5. ESG Integration

* Includes ESG factors in fundamental company deep-dive analysis efforts

6. Active ownership / engagement
 aka ‘a seat at the table’

7. Impact Investing
* Actively seeking investments that make positive impact(s) at competitive market returns



https://www.unglobalcompact.org/what-is-gc/mission/principles

HBS Survey

400+ portfolio managers [2017]

HARVARD‘BUSINESSISCHOOL

Why and How Investors Use ESG
Information: Evidence from a Global
Survey

Amir Amel-Zadeh
George Serafeim

Working Paper 17-079

URL: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2925310
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Table 2: ESG information in investment decisions

N =419
Yes, because...
... ESG information is material to investment performance

... of growing client/stakeholder demand
... we believe such policy to be effective in bringing about
change at firms

... 1t 1s part of our investment product strategy
... we see it as an ethical responsibility
... we anticipate it to become material in the near future

... of formal client mandates

No, because...
... there 1s no stakeholder demand for such policy

... we lack access to reliable nonfinancial data

... ESG information is not material to investment
performance

... we believe such policy to be neffective in inducing
change at firms

... 1t would violate our fiduciary duty to our stakeholders
.. such information 1s not material to a diversified

investment portfolio

... including such information is detrimental to investment

performance

82.1%
63.1%
33.1%

32.6%
32.6%
32.6%
31.7%
25.0%

17.9%
26.7%
21.3%

13.3%

12.0%
12.0%

10.7%

4.0%



ESG Data Uses

GRESB scores | aspects | KPIs

1. Management Engagement
active strategies

_
ONTARIO
¥ apg (5\}\1!2’{{3 @75 s6em @

2. Full ESG Integration
individual stock valuation
fundamental analysis

CBRE COHEN NausiNerelN
Calvert = ciarion &Srrrrs EININEIEEE

N P,
MorganStanley ﬂ PRESIMA < CenterSquare

3. Positive Screening

ﬁ? NORTHERN

best-in-class \Q/ TRUST
4. Thematic Strategies (@) SUSTAINABLE (> o TASK FORCE ou
iSSUG-by-iSSUG ESG anaIySiS “Ef\<" DEVELOPMENT s ALS Tcm DISCLOSURES
5. Portfolio Tilt S&P Dow Jones
indices Indices

A Division of S&P Global



ESG Advances

GRESB @ 2020+ InveStment SpeCtrum

Traditional Responsible Sustainable Impact Philanthropy

Delivering competiti re returns

Mitigating ESG risks

Pursuing ESG opportunities

Focusing on (measurable) high-impact solutions

Limited or no Mitigate risky Adopt Address societal  Address societal Address societal Address societal

regard for ESG practices in progressive ESG challenges that challenges challenges that challenges that
environmental, order to protect practices that generate where returns require a below- cannot generate
social or value may enhance competitive are as yet market financial a financial return
governance value financial returns  unproven return for for investors
(ESQG) risk for investors investors

management

practices

Source: Bridges Ventures



ESG Advances

GRESB @ 2020+ InveStment SpeCtrum

The New Paradigm

Responsible Sustainable

Delivering competitive returns
Mitigating ESG risks

Pursuing ESG opportunities

: Mitigate risky Adopt Address societal

I ESG practices in progressive ESG challenges that

: order to protect practices that generate

1 value may enhance competitive
value financial returns

for investors

Impact

Address societal
challenges
where returns
are as yet
unproven

Focusing on (measurable) high-impact solutions

Address societal
challenges that
require a below-
market financial
return for
investors

Source: Bridges Ventures



Questions?




Thank youl!
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