Wil
B

Ik | R
-

Ry’  EEEEENERREANREEREERES

BuanERN

.

r :

’ R e 3 " 4 . '-iirn I — - ; \ . e n"'n
' . | 3 ¥ 13.: i Y - K ( il Uy, W y
L E -

é{"@/ National Association of . Setting the Standaltd_f.or
¢, < Real Estate Investment Trusts® @ AccountAbil ity Corporate Responsibility and
Q'S:h REITs: Building Dividends and Diversification® Sustainable Development




WORKING DRAFT

Leading Sustainability Practices Toolkit

EXECUTIVE SUMMARY

Sustainability is an issue of increasing importance and relevance for the entire real
estate industry, as well as specifically among REITS and publicly-traded real estate
companies. The National Association of Real Estate Investment Trusts® (NAREIT) — the
worldwide representative voice for REITs and publicly traded real estate companies with
an interest in U.S. real estate and capital markets — looks to help provide its member
REITS with a direction forward to guide them in their approach towards adopting good
sustainability practices and improving business performance.

In early 2015, NAREIT asked AccountAbility to help it better understand leading
sustainability practices among its membership, as well as within the global real estate
community. The objective was to help NAREIT’s members embed good practices in
these activities, enhance their sustainability efforts, and improve their overall
performance.

To that end, NAREIT and AccountAbility jointly conducted a coordinated stakeholder
engagement initiative, seeking to learn from the expertise and experience of member
REITs. The initiative was supported by:

* Interviews with REIT sustainability leaders and industry experts

* Asustainability survey sent to all NAREIT corporate members

* In-depth field and desk research by AccountAbility, and

* Astakeholder engagement workshop with members and industry
thought-leaders, held on October 7, 2015 (New York City)

Each component of this engagement was reviewed, analyzed, and distilled to create this
initial version of the Leading Sustainability Practices Toolkit (Toolkit), to be discussed
further and refined with the membership.

Developed with the full breadth and depth of the U.S. REIT market and international
peer guidance, the Toolkit frames the ten factors most critical to sustainability success
at a REIT (shown at right).

We hope to improve this guidance as we continuously evolve the process of creating
value and improving performance through better sustainability practices worldwide.

Regards,
Steve Wechsler Sheldon Groner
CEO, NAREIT EVP Finance & Operations, NAREIT

%ffr

Sunny Misser
CEO, AccountAbility

@ Accounthvility
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WORKING DRAFT

Leading Sustainability Practices Toolkit Introduction
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WORKING DRAFT

Critical Success Factors

CRITICAL SUCCESS FACTORS

For companies with established sustainability functions as well as those in the
initial or exploratory stages, the Leading Sustainability Practices Toolkit
addresses the critical managerial factors and principles required to drive success
in an organization. The following guidance was distilled from expert interviews,
existing leading practices of NAREIT member organizations, and other crucial
insights gained from NAREIT’s October 2015 stakeholder engagement.

These critical success factors are:

Materiality

Materiality assessment determines and prioritizes the key sustainability-related risks
and opportunities facing an organization. This enables organizations to improve
business practices through informed strategies focused on mitigating risks and
maximizing opportunities. In an environment of changing regulatory landscape and
changing stakeholder demands for increased transparency and mitigating actions, a
materiality assessment frames the business case for all constituents for both short and
long term sustainability strategies. The assessment process addresses two fundamental
aspects: 1) Sustainability issues that can affect the business in the short and long term,
and 2) Those issues with potential impact or importance to stakeholders.

Stakeholder Engagement

Fostering support through an inclusive stakeholder engagement legitimizes the process
by gaining buy-in of relevant influencers, some of whom may be potential opponents.
An inclusive stakeholder engagement recognizes factors of progress and hindrance to
sustainability initiatives. Influencers may be external, such as investors, tenants or
policy-makers, or internal, such as boards of directors or employees. It facilities
dialogue, educates stakeholders, highlights value drivers, and overcomes potential
challenges by giving due importance to constituent stakeholders.

711 QOrganizational Structure

282

There is no singular path to developing successful approaches, given the diversity in
corporate structures and cultures, types of businesses, and the dynamic pace of change.
Overall, evidence has shown that governance structures that recognize the importance
of sustainability to their core businesses have proven to be the greatest influencing
factors of organizational success with sustainability. Regardless of the organizational
structure or modalities - whether sustainability is centralized or decentralized, whether
it is through dedicated sustainability functions or built into the organizational DNA at all
levels, importance and value lie in identifying key characteristics in the culture and
structure of the organization that promote sustainability and align it to the core
business practices.

@ Accounthvility

@

a .
® Collaboration

Across the board, intra- and inter-group collaboration should be a part of an
organization’s long-term sustainable strategy. Collaboration within organizations and
within networks (across peer organizations) yields benefits of scale from synergies. It
enables entities to better define baselines, to conduct effective benchmarking, and to
develop leading practices expertise and foster ease of implementation. Additionally,
where mechanisms for learning and sharing are in place, pitfalls are avoided and
duplication of efforts and associated costs are reduced or eliminated

Standards, Ratings, & Frameworks

Communicating and disclosing have been shown to be two of the biggest drivers of
behavioral change. Today, stakeholders are demanding greater access to data on
sustainability from listed companies, holding them to a standard of “Disclose or
Explain,” resulting in rising opportunity costs to opaqueness. Resources and tools such
as standards, frameworks, and ratings systems used to track or to benchmark
performance should be utilized for maximum portfolio and constituent coverage.

Goal-Setting

Success requires organizations to aim high. Goals and objectives must be clearly
articulated, embraced and disseminated by the tone at the top. Milestones must be set,
along with execution strategies and timelines. An understanding of required resource
and available tools to automate the process are essential. This streamlines the process
and enables a smooth implementation. A growing number of publicly-traded
companies, for example, have linked executive compensation to sustainability goals.
Others have established enterprise-wide bonus incentives.

Measurements and Spending

“If it can’t be measured, it can’t be of value.” Measuring the progress of sustainability
initiatives is essential to quantify and qualify benefits and value. This builds the
business case for funding of initiatives and for the strategic allocation of resources.
Starting with a modest budget for a measurable aspect such as energy efficiency will
quickly discern value and set the stage for wider expansion such as education-related
programs for tenants on energy efficiency. Initial spending on, and measurement of
distinct activities will collect data and furnish metrics for wider implementation of
sustainability.

Continued on next page...
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Critical Success Factors

Data Collection & Analytics

While tracking progress enables managers to demonstrate improvements, amassing
evidence through time series of data helps to identify under-performing hotspots and
areas of high costs and imminent risks. Data collection and analytics in relevant areas
also gives a clear picture of asset-level and aggregate performance and highlights the
implications of inaction. It provides strong incentives and a powerful basis for action.

‘ﬁ Resilience

Increasingly, companies with significant physical assets holdings are undertaking
assessments of their exposure to megatrend issues such as water risks - including
scarcity or flooding, and events driven by extreme weather patterns in the advent of
climate change. REIT properties are especially vulnerable and will benefit from long-
term planning and action plans that demonstrate, to both internal and external
stakeholders, that the organizations are well positioned to adapt to the new era of
sporadic natural disasters and disruptive environmental occurrences.

[t Occupant Health and Wellbeing
The social dimension is an important element of a comprehensive sustainability
strategy. Employees, tenants, and suppliers are important participants in the company’s
operational success, each with contributions that might help or harm a company’s
reputation, brand and/or bottom line. Additionally, benefits yielded from social
initiatives help to justify actions in other areas of sustainability. For example, tenant
engagement and education often results in buy-ins and cooperation on diverting waste
streams, which enhances the ability to collect data on waste.

The Toolkit is designed to assist all real estate investment trusts, regardless of size,
geography, or sector. We hope you find this a valuable reference and wish you all the
best on your sustainability journey.

@ Accounthvility
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WORKING DRAFT

Information Sources

OVERALL METHODOLOGY CASE STUDIES

This toolkit is the INVOLVE
culmination of a three-

phase stakeholder

engagement-based project 4”8,9 -
conducted by NAREIT and ‘7‘%3 LEADING Retail

A total of 16 interviews were conducted
with sustainability leaders from almost
all REIT sectors.

v/ Lodging/Resort /"

AccountAbilit =1 ‘/

v ESEar, TOSERIR Residential /" Storage --
Each of the individual Office ‘/ Timber \/
components are used to SURVEY
inform the leading practices Health Care \/ Industrial \/ \/
and supporting information oe5° ) -
in this toolkit, and is “9;05’6 Diversified ‘/ Infrastructure

described on thi .
escribed on this page NAREIT International Peer Organizations \/ \/ \/ \/

Source: AccountAbility Institute, 2015

CURRENT PRACTICES STAKEHOLDER OBSERVATIONS

A 26-question sustainability survey was sent to REITs in August 2015.
Open for three months, the survey garnered 56 complete responses. E NGAG E M E NT WO RKSH OP

Survey Responses Mirror REIT Sector Breakdown On October 7, 2015

) NAREIT sustainability
i Lod Resort
. Retall . odging/Reso stakeholders met for

. Residential . Storage a one day workshop
B office B rimber in New York on the

56 Responses
. Health Care . Industrial Leadi.ng Sustain.ability
Practices Toolkit
. Diversified . Infrastructure

31% Response rate @ .
Inner Circle:
initiative. Participants . Interactive group and

& (with 9% margin of error) a discussed the critical

Confidence level Survey a
esponses individual activities
Outer Circle: REIT success factors and
Sector Breakdown challenges through
the exercises ‘ Town hall-style discussions
%» described at right.

RATIONALE (

. Stakeholders in attendance

Opportunities to react to
preliminary survey results

Property sectors
represented (out of 10)

80+ 5 9 12+ 12+ 10+
Reports, Studies, NAREIT Leader in the Light Real Estate Standards, Ratings, Real Estate
and Articles International Peers’” Winner Programs Sustainability and Frameworks  Sustainability
Studied Guidance Reviewed Reviewed Events Attended =~ Benchmarked Surveys Evaluated s*,  National Association of

. <, # Real Estate Investment Trusts®
@ AccountAbility 6 98" REIT: Building Dividends and Diverification®



#,  National Association of

re
¢$ 3 Real Estate Investment Trusts®
4 REIT: Building Dividends and Diversification®




CURRENT PRACTICES

Prioritizing Key

Materiality assessments are becoming more common among REITs,
reflecting the increased role materiality plays in sustainability strategy.

No, but we plan to

“Lack of awareness”

“Not sure what this

conduct a
formal ESG
materiality

assessment?

“Not entirely sure
what this means”

Yes

38% p
Have not yet seen
the need”

MATERIALITY FRAMEWORK

Materiality

IMPORTANCE

Issues

IMPACT

CONCEPT

Materiality relates to identifying and
prioritizing the most relevant
sustainability issues, taking into account
the effect each issue has on the
organization and its stakeholders.

STAKEHOLDER OBSERVATIONS

The Materiality Framework (below) has helped and continues to help
countless companies better understand and successfully integrate ESG
issues into their business strategy and performance.
< ality Determ~
a\‘eﬂa Ihatl.o,'

E\g&

INCLUS/yg,

Y
Performanc® Engageme®

EMBEDEDNESS

s
BEspoNsIVENES® COMPLETENE®

Source: AccountAbility Institute, 2010

@ Accountavility

Even similar stakeholders can have widely differing
views of what’s material. At NAREIT’s 2015 stakeholder
event, 80 stakeholders placed 91 different issues on
materiality maps.

Prevalence of consensus does not increase for the
most material issues. Of the issues NAREIT members
mapped as important to business and stakeholders,
none were consistent among participant groups. (see
graphic below)

Differing views

“In conducting a materiality assessment,
layer the different stakeholder inputs and
weight them by how much the business
affects them.”

“Consider the value opportunities identified in the
materiality assessment to develop priorities around
value-added activities.”

(o]

All groups in consensus

Some groups in agreement

WORKING DRAFT

LEADING PRACTICES

’ Conduct a formal ESG materiality
assessment to prioritize sustainability issues
that affect the business and are important
to stakeholders

’ Consider both internal and external
stakeholders

’ Weigh each stakeholder’s input based on
collaboratively-determined criteria

’ Update the materiality assessment annually,
or more frequently

’ Communicate materiality findings publicly

RATIONALE

Organizations & external sustainability ratings agencies are
asking companies to demonstrate a more rigorous and
consistent methodology for prioritizing ‘material’ issues,
similar to their financial reporting counterparts.

Frameworks focusing on Materiality:
Global
_ i INTEGRATED
Reporting IR
@lnitiativew REPORTING. IR

& GISR:

Initictive
indility Rotings

o

Dow lones
Sustainability Indexes

FTSE4Good

DRIVING SUSTAINABLE ECONOMIES

Firms with good performance on material issues
significantly outperform firms with poor performance.
Such firms with concurrently poor performance on
immaterial issues perform the best.

Source: Corporate Sustainability: First Evidence of Materiality
(working paper), Khan, Serafeim, and Yoon, 2015
e'?“z National Association of

<, 4“‘)’ Real Estate Investment Trusts®
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IMPORTANCE TO
STAKEHOLDERS

ABOUT MATERIALITY

Traditionally, materiality was defined only through the
lens of financial reporting. It now includes disclosure of
the risks and opportunities from environmental, social
and governance (ESG) issues that have impacts on
corporate performance and on stakeholders in the long
term.

A formal ESG Materiality Assessment can be conducted
by asking stakeholders to map issues based on two
factors:

1) impact on business

2) importance to stakeholders

High

Low High
IMPACT ON BUSINESS

KEY STEPS

1. Discern the issues most material to the company, its
stakeholders, industry, and the wider operating
environment

2. Develop mechanisms and processes to continuously
understand and assess materiality priorities

3. Manage materiality to embed it in the company’s DNA
(business operations)

4. Disclose on atimely and transparent basis both the
progress and the impacts of sustainability commitments

@ Accountavility

Materiality

Prioritizing Key
Issues

IMPORTANCE

IMPACT

SASB

In analyzing materiality, SASB starts with the identification of issues that
might be of interest to the reasonable investor, followed by an assessment
of their potential for economic impact. The method also allows for a
forward-looking adjustment when current evidence suggests a broad range
of scenarios associated with potential risk, uncertainty in potential
economic impact, variability in investor interest, and/or the potential for
systemic disruption.

SASB’S EVIDENCE-BASED METHOD TO DETERMINING MATERIAL ISSUES

UNIVERSE OF SUSTAINABILITY ISSUES

Environment | Social Capital | Human Capital |
Model and L and

Evidence of

Evidence of Interest Forward-Looking

Financial Impact Impact

Issue frequency in 5 data-
driven tests:

Issue impact on 3 financial Issue relation to 2

velia difosis: sustainability principles:
= Financial risks + Revenues and Costs . onbabil.ity and Magnitude
= Legal drivers » Assets and Liabilities « Externalities

= Industry norms

* Risk profile (Cost of Capital)
* Stakeholder concerns

* Innovation opportunity

Industry Working Groups

Corporate
Professionals

Public Interest/

Investors Intermediaries

SASB DISCLOSURE TOPICS

Source: Conceptual Framework, SASB, 2013

ADDITIONAL RESOURCES

WORKING DRAFT

SUSTAINABILITY FACTORS

When considering the impact on business, the
below chart showing the potential relationship
between sustainability factors affecting building
value can be used as a starting point for impacts to
evaluate.

Sales agent /
disposal fees

\

@ Refurbishment costs

0 Moderate potential impact

O No discernable impact
G Neglible potential impact

O Low potential impact

. Material potential impact

Source: Breakthrough for Sustainability in Commercial Real
Estate, Deloitte, 2014

Further Reading Available on: www.accountability.org

Redefining Materiality Il: Why it Matters,
Who's Involved, and What It Means for
Corporate Leaders and Boards describes the
landscape of various global materiality initiatives
and provides a framework for corporate leaders
and boards to enhance the definition and

The Materiality Report: Aligning Strategy,
Performance and Reporting explores the
concept of materiality, reviews how various
companies have tackled it and proposes a
Materiality Framework that everyone can use
to inform a corporate responsibility (CR)

management of non-financial materiality.

report.

‘\y?o' National Association of
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Host Hotels & Resorts, Inc.

WORKING DRAFT
Mate riality: A Ca se Study Interviewees: Mr. Rick Werber, SVP, Engineering and Sustainability

Equity Market Cap $11.93 Billion (as of Dec 15, 2015) Ms. Amy Hamstead, Senior Director, Corporate Communications

GEOGRAPHIC DISTRIBUTION

»3

Other Properties: Latin America, Europe, Asia

UNIQUE ADVANTAGES

v’ Supportive CEO and
Board of Directors

v High focus on
sustainability from hotel
managers, public facing
brands with publicly-
stated goals

v/ CR target alignment with
hotel managers

CR STAFF - TIME USAGE

Implementation

@ Accounthvility

Reporting

KEY LEARNINGS Sector:

Host Hotels & Resorts, Inc. (Host) conducted a Materiality Assessment as a part of the process of
refreshing their Corporate Responsibility (CR) strategy. It was inclusive, drawing on the views of
diverse stakeholders, ranging from investors to community organizations*. The assessment
refined Host’s strategic direction and resulted in a CR strategy composed of three themes:
responsible investment, environmental stewardship, and corporate citizenship. Analysts &
Rating Groups

Hospitality

*See back for more details on methodology.

Platform NGOs
CR Measures Informs
Included in Project Disclosures  Annual
Management Report Hotel CR

Platform

e, National Association of
¢, > Real Estate Investment Trusts®
10 %% REIT:: Building Dividends and Diversification®

7)) Managers i
(Iﬁ Measure CDP S Re.::-)ortlng
8 Usage & GRESB - eam
o savings Measure NAREIT ﬁ Board
Q. Leaderin > B S
E the Light (4 § Investors & Executive
= 3 £ & Management
2 Refresh CR < ¢ =S
Strate |9 :
< | when &Y Improve Analyze = Com‘munlty
< o] Verify o Service and
rh  eeee Estimated O Guestsand Green Teams
Data Em
; ployees
Collection Implement Materiality (I::Iadr::‘:c:s)
Proven Analysis
Sustainability
Measures / \
Industr
“Our objective is to create Workiny
. tal ] value for investors. To this G g
3 S Return on Investment Capital Projects end, CR is integrated into roups
o * % Reduction in GHGs, Water and Waste our business strategy. For
L__, every new project, we
S *  Number of Community Service Events evaluate sustainability
> and Employee Volunteer Hours attributes with a focus on
¥ * Hotels with Green Building Certifications generating a positive
economic return.” / 3



WORKING DRAFT
Host Hotels & Resorts, Inc. Materiality: A Case Study Interviewees: Mr. Rick Werber, SVP, Engineering and Sustainability

Equity Market Cap $11.93 Billion (as of Dec 15, 2015) Ms. Amy Hamstead, Senior Director, Corporate Communications

STANDARDS, RATINGS, AND FRAMEWORKS

o CHALLENGES / \
S . _ B “Renewable energy
E | * Energy Star: remains very expensive
e ! difficult to and generally does not
! certify upper provide a satisfactory
! o upscale and economic return unless
w ! 20 |UXUfY we can leverage tax-
© ! . Q lodging based and regional
e |--------- e 1 1. 5 A o e assets. market-based
C>> : QE)" % 7 incentives. We have
o ! = 2 | ° LEEDEBOM: identified and executed
: g chaIIen.ging on two large projects
! Relevance to certify and continue to explore
! based upon and evaluate other
. ! age and. ‘ renewable power
g : composm.on \ projects. ” /
< X L of portfolio.
Internal External
AUDIENCE
Materiality Assessment at Host Hotels
Host conducted a materiality assessment that included more than 30 internal
and external stakeholder interviews. Host’s understanding of materiality, /” , ] \ w Board of Directors
according to their analysis of climate change risks described in their CDP What we've tried o
report, considers three main factors: to accomplish is to E |
engage people (@)
(i)  Business impacts across the 2
_ ) _ organization and [ I
(i) Needs, concerns and key business drivers make them more (7]
of our stakeholders. aware of corporate EI
(i)  Our degree of control and/or influence as responsibility and < I
an owner that does not manage its how it can be 9
properties per U.S. REIT regulations integrated into our lL_)
Whereas ESG materiality assessments typically only consider the first two business % |
L.

factors, Host customized their analysis by factoring in their degree of control, a \ operations. J
common complication at REITs. This 3-dimensional analysis refined Host’s

strategic direction and resulted in a CR strategy composed of three themes:

responsible investment, environmental stewardship, and corporate citizenship.

CR Reporting Team

éy?@' ll:::ionnl Association of .
- ) > Estate Investment Trusts
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CURRENT PERCEPTIONS

Stakeholder Engagement

The “Tone at the Top” is viewed as the strongest driver of sustainability
initiatives by REITs, which is consistent with other industries. More

: 0%
Fostering ._.,-_:

Support ®e

surprising, investors are currently not viewed as a powerful force, which

contradicts findings from other industries. This may reflect the relative
maturity of sustainability in the real estate industry. *

To what extent do these factors drive sustainability at your

organization?

Strong Positive Drivers of Sustainability

Executive-level management

Managers

CONCEPT

Maximizing success requires developing
new champions, fostering the
encouragement of existing supporters, and
managing the relationship with all
stakeholders.

Incentive programs 27% POSITIONS REFLECTED IN JOB
TITLES OF SURVEY RESPONDENTS
Board of Directors 23% A different survey found that 22% of % Positi
over 2,500 managers surveyed osition
REIT employees 23% report that their boards are engaged 25 VP
“to great extent” in sustainability 16 Director
Disclosure regs (state, city) 23% 11 SVP
Source: Joining Forces, MIT Sloan 6 Manager
Sustainability analysts 21% Management Review, 2015
3 EVP
Investors _ A different study found 73% of over 3 Senior Director
. 1,300 investors surveyed take ESG 2 [(CEO
Building operators 13% issues into account in their decisions. 2 Head of Function
See note on discrepancy.* 2 G e |
Building occupants 11% eneral Lounse
Source: ESG Survey, CFA Institute, 2015 1 [Executive Director
Real estate brokers 4% 1 First VP
1 President
0% 20% 40% 60%
1 CFO
42% of stakeholders 13% of stakeholders *“The REIT survey shows the push for
identified meeting identified formal sustainability coming from management,
presentations and reporting as the most when in fact the original driver may be
conversations as the effective form of investors asking questions of those
most effective form communication with executives. If more of the survey respondents
PRESENTATIONS & o;co'rcnmutnllcattl)r.\rgt FORMAL other functions. hadtbe;en i);,e.cutlvis, or otf;)ers /r;hd/rect
CONVERSATIONS 2Pout sustainability REPORTING contact with investors, perhaps the survey

with other functions.

@ Accountavility

results would show a stronger perceived
influence from investors.” [see table above]

13

WORKING DRAFT

LEADING PRACTICES

’ Identify stakeholders in an inclusive manner,
including all those on whom the REIT has an
impact and who have an impact on the REIT

Define the purpose and scope of engagement
with all stakeholder groups identified

: WHY ;
3 (Purpose)
/z‘ PN
. ,/ Organisational
. /’ Objectives N
WHAT —| \ WHO :
(Scope) 3 " | (Stakeholders) |

\/’
Improved
Performance

X

Source: AA1000 Stakeho‘ider Engagement Standard, AccountAbility, 2015
’ Utilize a formal process of engagement, explicitly

choosing the level of engagement (below) that is
maximizes responsiveness while remaining

feasible

2 EMPOWER 2

% =

[ COLLABORATE 0]
=] g o
= INVOLVE Q=
(%)
b4
]
z [
8 NEGOTIATE b3 é
< o 5
o CONSULT oo
z s g o
g = TRANSACT s ¢
oS
= INFORM = E
o <
o 4

ADVOCATE 2

w &

zZ =

G | MoniToR =

= I}

REMAIN PASSIVE 5

LOW MEDIUM HIGH
—_—
»  LEVELOF
ENGAGEMENT

Source: AA1000 Stakeholder Engagement Standard, AccountAbility, 2015
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RATIONALE

Stakeholder Engagement

The most significant benefits of green retrofits are to people, making the case
for stakeholder engagement both easier and more imperative.

Fostering g’
Support ®e°

WORKING DRAFT

ADDITIONAL RESOURCES

THE - ESTATE, e

‘ ) The Tenants & Landlords
A ‘ Guide to Happiness, by the

Goodwill/brand equity | 0NN STAKEHOLDER OBSERVATIONS, RESUEG®® 5 otter Buildings Partnership and
Empl fort . The Fifth Estate, offers in-depth
y mployee comtor WNNNNRNN ‘ CO NTI N U E D case studies of successful
Ability to attract talent | N NN landlord/tenant relationships.
Employee well-being \\\\\\\\\\\\\ What struck me is how low tenants are perceived as
Employee health | NI NN a driver. In Europe they are much more important. To o ‘E tf
Ability to retain talent | N RNRRMIE me that looks like a real opportunity for education to . cctu?anb'l'l:gasetmhen or
- . . » ustainability, e
Workforce productivity | RN N0 tenants going forward. Sustainability ;ou\r/mdtable offers
Occupancy levels [N Increase Amount

Property value
Total renovation time
Permit processing time

Insurance rates

Wsignificant
\slight

[ INNANAMARNRANN
ANANANNNNY
ANMRARRARRMMRARARMRANNNNY

“Increase communication with investors on ESG-
related initiatives and performance, such as ROI-
positive achievements, through traditional channels
such as quarterly calls, annual meetings and annual
reports.”

emerging trends and case
studies of effective engagement.

The Stakeholder Engagement

Manual: Volume 1 & 2, by
UNEP, AccountAbility, and
stakeholder research
associates, provides practical
guidance on stakeholder
engagement.

ACCOUNTABILITY AA1000 STAKEHOLDER ENGAGEMENT STANDARD

BENEFITS OF STAKEHOLDER ENGAGEMENT

Fits to the adherence to the
AccountAbility Principles of
inclusivity, materiality and
responsiveness

“Do not underestimate the importance of internal
stakeholders, actively seek out potential champions in
other departments.”

0% 20% 40% 60% 80% 100%

Source: The Dollars and Sense of Green Retrofits, Deloitte and Charles Lockwood, 2008

Tenants and building operators can reduce energy
consumption by 30 percent and worst practices can increase
energy consumption by up to 140 percent. “The impact of
operations and tenants has a much greater potential to
adversely impact building energy use than to improve it.”

COMPONENTS OF AN ENGAGEMENT PLAN

STAKEHOLDER
ENGAGEMENT

STANI
ANDARD The mandate

@ hecounsitey |

Decreased W Increased
Energy Energy " The boundaries The purpose
Usage Usage E_nables better m_anagement of Helps frame a stakehoder of disclosure and scope
risk and reputation engagement strategy
-200% -100% 0% 100% 200%

THE
ENGAGEMENT
— PLAN
Helps to determine material .
issues for sustainability

management and reporting

Supports alignment with existing
\ — __,’ engagement frameworks such as

government consultation,

collective bargaining efc.

Provides a robust structure for
engagement programmes and

LY T W initiatives

7 Owners of the
engagement,
their roles and

>, responsibilities

* The engagement
level(s)
and methods

Source: Sensitivity Analysis: Comparing the Impact of Design,
Operation, and Tenant Behavior on Building Energy
Performance, New Buildings Institute, 2011

Released November 2015

. Resources
Enables learning from required

stakeholders, resulting in
organisational improvements

More than 3,000 stakeholders
consulted in its creation

The \ 47 Methodology
g for and results
re-engagement - -
? ac!?\l\?les gl from identifying
stakeholders

Is coherent with other

¢ Methodology -

a 0 q sustainability-related 2 |
An open-source framework for Assessing, Designing, tandards “?a't recommend o okt
and mapping

Implementing and Communicating stakeholder require stakeholder engagement

engagement

. stakeholders .

éy?g\' National Association of
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WORKING DRAFT
Macerich Stakeholder Engagement: A Case Study Interviewee: Mr. Jeff Bedell

Equity Market Cap $12.50 Billion (as of Dec 15, 2015) Title: VP — Sustainability

KEY LEARNINGS
* In 2014, Macerich set its 10-by-20 Goal: reducing 10 percent by 2020 (compared to 2013 .
levels) of absolute greenhouse gas (GHG) emissions, energy use, water consumption, and Retail

5 ‘f waste generation and diversion.

GEOGRAPHIC DISTRIBUTION

Sector:

* “We have to find a way to partner with and impact the tenants. If we can’t start putting
programs in place in collaboration with tenants we are going to start hitting the limits of

what we can do to impact our properties’ sustainability as a whole. Investors
) “The drive from investors has
Other Properties: None really come into view for
Energy Macerich over the last several
UNIQUE ADVANTAGES Management Carifiesiang years. More and more of our

investors are asking for ESG

v . Systems information.”

Company culture with n (EMS) Ratings Company
strong sense of et Culture
community O 10 by 20 Reports 17, originated

@) Goals o .
) o Measure w with
v Emphasis on return on o S = “ q
) = 38 = 'Making
investments > o £ = .
= o 8 s Good Things
— b -~ ”
v Executive-level support o Data &' S £ Happen
v’ Budget flexibil <2t Gathering Improve Analyze -
Budget flexibilit =
& y o  Results |n:: Board of
= ; _ | &) Directors
) Pilot Project RO
L4 Results CEO
Assurance
CR STAFF - TIME USAGE coo
Stakeholder
Reporting “We began with spendhh Engagement
100 percent of our time on
strategy and have been
adding more reporting. It
has been a challenge,
because it wasn't something (7))
that was part of our O |« Energyuseandreduction * Water use and reduction
planning when we put o
together the team that we E * On-site generation * Waste diversion and recycling
have. But reporting is still 2 X
not the majority of our time °  GHG management * Refrigerant management
| | tati now, we're still really E
mplementation focused on the things that < |° Employee travel * Tenant and stakeholder engagement
are making impact." %, National Association of
@) Accountabilit 5 e T



Macerich
Equity Market Cap $12.50 Billion (as of Dec 15, 2015)

STANDARDS, RATINGS, AND FRAMEWORKS

Portfolio

“The mixed use of :
spaces and the level |
of control can be 1
different in every !
mall. Energy Star
has never been able
to capture that.”

-/

COVERAGE

Asset

Internal External

AUDIENCE

A Stakeholder Engagement Pilot Program

Macerich is running a pilot program at their 29th Street Mall in Boulder.
The program involves stakeholder engagement with:

* tenants

* local community

* government agencies, and

» utilities.

Regarding this program, Mr. Jeff Bedell explained:

“We’re looking for creative ways to fund some of the capital for tena%
improvements to help incentivize efficiency. At that mall, we’re master-
metered, so the tenants pay us for their energy use. We’ve even
considered if we could partner with tenants and the contractors,
providing the capital, doing the lighting upgrade, for example, and then
they could pay us back over a six-month period by paying the same
amount for energy before the savings kicked in (like an ESCO concept).

K We could recoup the capital and still get them to do the upgrade. ”/

@ Accountavility

Stakeholder Engagement: A Case Study

CHALLENGES

Cost

Time

A

Unique Challenges

Relevance

Themes
\

VP - Sustainability:
Directly engages COO
relative to sustainability
initiatives; COO and CEO
are heavily involved in
sustainability.

The sustainability team
is a small group and
therefore it relies on
other cross-sectional
functions within the
company.

SUSTAINABILITY ROLES

16

FUNCTIONAL STRUCTURE

WORKING DRAFT

Interviewee: Mr. Jeff Bedell
Title: VP — Sustainability

/ “We haven’t used the\

GRI framework for
reporting to date. As long

Cumbersome as the people looking at it
process understand your business

) and what parts of it are
Immaterial meaningful, they can look
disclosure

at it and understand that
it is appropriate for retail
malls to only report on 48
factors out of hundreds.

requirements
and indicators
that may not be

valuable‘ toall But there is a risk that, if

companies they don’t understand,
they may think ‘Wow,
they’re hardly doing

anything.””

N

“As the VP of Sustainability, | meet
with our COO every other week at a
minimum and | provide reports to the
CEO and Board quarterly.”

_/

-

Property
Management

VP — Sustainability

]
| |
Four
sustainability
staff

Green teams at

each property

éy.‘%’ National Association of
¢, < Real Estate Investment Trusts®
¥ REIT:: Building Dividends and Diversification®



#,  National Association of

re
¢$ 3 Real Estate Investment Trusts®
4 REIT: Building Dividends and Diversification®




WORKING DRAFT

Organizational Structure

CURRENT PRACTICES Maximizing 3 LEADING PRACTICES

T 1
Sustainability staff have responsibilities in multiple functions at I nfl uence ‘ : : )’ Report to thf—' CEO or COO and have access
almost half (49%) of REITs. Almost all REITs have a to all executive-level management and the
sustainability function, but at almost half of REITs sustainability Board of Directors or integrate sustainability
staff have responsibilities in multiple functions. While there CONCE PT into these functions
are benefits to CR being integrated into other core functions,
these professionals have less time to focus on CR. . L o . . .
Where sustainability sits in an organization ’ Report to only one function, while having
Does your organization have a sustainability manager / function? — the functions to which they report and access to many functions
There is no one managing have access — influences the effectiveness
No distinct sustainability sustainability. of sustainability efforts. )‘ Dedicate staff to sustainability, such that
position. Sustainability is staff do not have responsibilities in other

executed by people A different survey found that 96% of

in other functions. respondents have a specific person functions
with responsibility for implementing
sustainability objectives ’ Link board and executive compensation to
Source: Results, GRESB, 2015 sustainability
10-35% OF COMPANIES LINK
 e—— COMPENSATION TO SUSTAINABILITY
. . - >
63% of stakeholders said that sustainability @bq’ .
should have access to all functions. P ;\\é‘\'& Qléo‘ > \\,;,\'v &
“All. Sustainability “Most. Q"O v\.\c’ (,}60 ‘;,&b ‘,)o‘)
A.t least one e.mpIcIJ.yee At least one employee offers a valuable Ope.ratlons,
working on sustainability, but dedicated (full-time) to lens/framework leasing, and D v v Us 613 A
this individual has X I for identifying and development.” "
. . o managing sustainability o 30%
additional job responsibilities nitiatives managing risks O - v v 2587 B
in other functions. ' and opportunities.” Real
o A n
Estate
] -
RATIONALE ) ) 20% | - v us. 360 D
78% of stakeholders said that compensation o -
There is a relationship between the perceived strength of sustainability incentives are likely to increase sustainability A o o
drivers and the CR staff. REITs with dedicated staff feel more influence performance.
“ . p . 5
from executives and investors. Yes. That which you “No. this could = A. Ceres & Sustainalytics, 2014
E tive-level compensate, you get inadvertently narrow
xecutive-level ;
focus. Should reward focus only to easily B. MIT Sloan Management Review, 2015
Management Investors entire team so provable / measurable ' ’ '
is ali . components.” .
Dedicated everyone is aligned P 0% 0 4w o« C. Benchmarking Report, ECCE, 2010
Staff S o o o o
63% 20% e ] D D. Serafeim & Eccles, 2012
48% felt that compensation incentives were
Non-Dedicated feasible to implement.
Staff “Yes. If reliable metrics “No! Too little control.”
are available.”
33% 8% e"’“; National Association of i
@ Accountvility s W e



Organizational Structure

CURRENT PRACTICES, CONTINUED

REIT sustainability teams currently report to a wide variety of
functions. There is much less variety in who teams believe they should
be reporting to. Consistent with research and experience from other
industries, sustainability teams will be most effective if they report
directly to the CEO or are integrated into the operations function.

. Stakeholder Survey: To whom does the sustainability function report?

. Stakeholder Meeting: To whom should the sustainability function report
for maximum impact?

Chair / CEO

Operations

Investor
Relations

Construction &
Development

Facilities

Finance

Human
Resources

Legal

Board of
Directors

Communications

Asset
Management

Property
Management

Investment

Engineering

Marketing

!mH

0%

@ Accountavility

RERETE I!II

10%

< 1% of 60,000 companies
whose Bloomberg data was
analyzed had a sustainability
committee that reported
directly to the board

Source: Integrated Governance,

UNEP Fl Asset Management
Working Group, 2014

20% 30% 40%

Maximizing
~r 1
Influence 288

ADDITIONAL RESOURCES

Integrated Governance: A
New Model of Governance
for Sustainability, by the
UNEP Finance Initiative,
proposes a new governance
model “in which sustainability
issues are integrated in a way
that ensures value creation for
the company and beneficial
results for all stakeholders in
the long term.”

Four in 10 sustainability professionals at REITs report to
more than one function. This structure may assist the
process of creating internal buy-in, but can complicate
the process of prioritization in lieu of a fully embedded
CR strategy.

How many
functions
does
sustainability
report to?

19

WORKING DRAFT

RATIONALE, CONTINUED

When 180 “High Sustainability Companies” companies were
compared against a matched control sample, several
observations were made (see below).

Source: Serafeim & Eccles, 2012

\’ High Sustainability
Companies*
Evaluation
Criteria

*Voluntarily adopted sustainability
policies by 1993

Formal responsibility
more frequent

Board of directors and
sustainability

Sustainability-tied
incentives more frequent

Top executive
compensation

Processes more
established

Stakeholder
engagement

Orientation Longer-term

Measurement and
disclosure of
nonfinancial
information

Higher

Stock market and
accounting
performance

SIGNIFICANTLY
OUTPERFORMS OVER
THE LONG TERM

“Corporate governance has taken on a new level of
importance for investors since the global financial crisis.
Furthermore, the effects of globalization, urbanization, and
industrialization have raised awareness of environmental
issues, particularly with respect to climate change and how
companies are addressing energy consumption and
pollution. Meanwhile, a variety of social issues continue to
generate conversations and headlines.”

Source: Incorporating ESG Factors Into REIT Investing (Rl Insight),
Rogier Quirijns, 2015

éy?el National Association of
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WORKING DRAFT

Vornado Realty Trust Organizational Structure: A Case Study Interviewee: Ms. Sukanya Paciorek
Equity Market Cap $18.54 Billion (as of Dec 15, 2015) Title: Former SVP - Corporate Sustainability
GEOGRAPHIC DISTRIBUTION KEY_ LE_ARNINGS o N o Sector:
* Inits first year, Vornado’s sustainability team worked to position sustainability in a core : o
business line for the company. Eight years later, Vornado has a fully integrated industry Diversified
‘ ’ ‘2 leaders program and team. See more details on the following page.
* Despite the fact that standards, certifications, and rating schemes don’t ask for it, Vornado
is able to focus sustainability efforts where gains can be maximized. “The thing that nobody Media
ever asks is the most material question: where are your underperforming assets, and what
are you doing about them?”
Other Properties: None ) GRI-aligned
Bill Annual Tenants
UNIQUE ADVANTAGES RUETECSES Sustainability
N : Report
v’ Positive senior management Metering GRESB .
(7)) Discl Senior
7] isclosure
v/ Vertical integration increases 3 BMS LEED Faalirerents Management
ease of implementation o Systems g:) q
E Measure Energy Star w
v’ Geographically concentrated > M&V Certification > E 5 Cost Savings
in competitive markets where = QQ: 5 s
CR provides edge — X% 2
(2] <" £
. . < . Energy Star S Employee
v Interest in CR from office 2 Capital Improve Analyze Portfolio = - T
tenants < Program = Compliance
- Manager o
wn (®)
a Education :
& Training Energy Audits Brand Equity
CR STAFF - TIME USAGE Year-over-year etil.ity Budget Investors
- Performance ariance
Reporting / \ Analysis ﬁA major driver for th
“We report on is our investment
what has base. We see this
changed and . from European
pension funds in
what is 5 * S CAPEX for energy efficiency *  MWh Energy Reduction particular, but US
material. . pension funds such as
Otherwise we E * MW demand response capacity ¢ Tons of GHGs CalPERS and CalSTRS
spend our time = * Square feet LEED and Energy * Tons of solid waste Qre all catching Up'j
doing, not E Star-certified space
Implementation reporting. =
J ;yﬁ‘@l National Association of

@ AccountAbility 20 ,%4‘.9 Real Estate Investment Trusts®
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WORKING DRAFT
Vornado Realty Trust

Equity Market Cap $18.54 Billion (as of Dec 15, 2015)

Interviewee: Ms. Sukanya Paciorek
Title: Former SVP - Corporate Sustainability

Organizational Structure: A Case Study

STANDARDS, RATINGS, AND FRAMEWORKS

o CHALLENGES " esustainability )
..g ~ _ professionals at
E Cost * Expanding sphere of NAREIT’s member
93 influence strategically REITs have varying
degrees of support
* Trade-off between 9 f 'p P
Relevan o reporting & doin from senior
w SIEVANCE & eporting & doing management. The
g . % ¢ Lack of external demand degree of support
g I QE) ] Sector 5 from tenants and is directly linked to
o) o Relevance | investors where
© = 5— imited | | sustainability is
. 5 Limited interna housed and who
ime resources \they report to.”/
* Variation among markets
@ * Translation of value of
< L ~ work to other functions
/ “Itis unusual\
Internal External
AUDIENCE ' at a company
Chief of our size for
Board ———  Administrative
Energy, Utilities, & Sustainability Teams Officer the head of
Insights on Organizational + Manage capital fund susta/nab' ility
Structure * Energy procurement, efficiency & to have direct
demand response access to the
Corporate

/ “Organizations that do \

sustainability best are ones
where the responsibility for
sustainability lives with the
group that is core to the
business line. Depending on the
REIT, it might be operations or
development at the profit
center. If you’re stuck in
marketing or investor relations,

it is really hard to make
K change.” /

@ Accountavility

SUSTAINABILITY ROLES

* Infrastructure upgrades
* LEED certification

Corporate Sustainability

* Leadership and Committees
* NAREIT
* RE Roundtable
* REBNY

* Annual Sustainability Report

Engineering Departments
* Heads of Engineering

BMS (Cleaning Subsidiary)
* Directors of Sustainability

21

FUNCTIONAL STRUCTURE

Energy, Utilities, &
Sustainability
Groups

Sustainability

\ board.” /

Engineering
Departments

BMS (Cleaning

Subsidiary)

T I T

“We have a sustainability committee call once per month and we
get together in person once or twice per year. We share best
practices and set goals for the following year.”

éy?g\' National Association of
¢, < Real Estate Investment Trusts®
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WORKING DRAFT

Collaboration

CURRENT PRACTICES Learning & ¢ - LEADING PRACTICES
Sustainability at U.S. REITs is a collaborative endeavor, with national-level S h a ri n g @ j ’ Weigh the costs and benefits of time and
collaborations being the most common. a effort spent on collaborative opportunities
A ber of collaborati
5 enggvi:suuztezr serc?e:npoonrg;;‘/f CONCEPT ’ Collaborate in sector-specific networks that
can help address areas that may be too

44 Collaboration is working together to broad in other networks

realize shared goals by exchanging
knowledge, solving problems, and , Utilize formalized tools (such as Tenant Star)
building consensus. and shared commitments to align incentives

105
‘ National and encourage progress
i collaborations

International
collaborations

’ Obtain active board support for
collaborative endeavors
21 RATIONALE
Regional & Local
collaborations

Companies that are

) - In general, how successful are the sustainability
involved in more

collaborations your organization is engaged in?

“l am surprised and impressed that the public real estate market in the U.S. collaborations tend to
shares information openly and is operating co/laborativ.e/y i/7 .thi's qrea - a.t this assess thqse How many 13 8% 350, 40% 14%
stage. However, that may change in the future as sustainability is increasingly collaborations as more sustainability-related =
. j j iti ” successful. T e
recognized by REIT leadership for its competitive edge. G bocatians ho a-10 [N o 2% %
—Fraser Hughes, Deputy CEO, European Public Real Estate Association (EPRA) Z our 9’ ga’[;f"g’.on
een involved in over  11_p5 g 57% 8% 4%
L . o time? (201 1-present) S
Does your organization collaborate with any sustainability
partnerships or networks? 26-50 | 45% 18% 2%

NAREIT LITL* Working Forum Participation 60% SNNONNAARAARAAAAN i e : - -
!» ile;v i ‘Ouite » Somewhat Slightly
Source: Joining Forces: Collaboration and Leadership for Sustainability, MIT Sloan, 2015
STAKEHOLDER OBSERVATIONS

Characteristics of Valuable Collaboration Factors that Undermine the Effectiveness of Collaboration

e o bl ol U s ol
est practices- nvolvement of multiple
are key to good focused, mutuglly Sectors When discussing

Membership - “Consultants and ° :
0% 20% 40% 60% 80% 100% (non- beneficial, vendors pitching” reporting makes it so the
o " o adversarial) perspectives from “p . conversation is either too
[l rarticipation \\\ Unsure [JJ] No participation collaborations.”  outside of real oor time y broad or too specific to be
management. ”
*LITL = Leader in the Light estate, and clear g useful.
goals.” “Lack of prioritization.” %, National Association of

@ AccountAbility 23 ‘('0@4‘." Real Estate Investment Trusts®
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RATIONALE, CONTINUED

The number of collaborative endeavors relating to sustainability has
been increasing: between 2000 and 2015, the number of companies
reporting that they did not collaborate on sustainability dropped from
over 40% to less than 5%. In that same time period, the number of
collaborations per company has also been increasing, in some cases to
over 50 collaborations at a single organization. The reasons for doing
this are shown in the chart below.

Why is your organization engaged in sustainability collaborations?
e e iang N
brand building
Innovate products and services [ gl

Foster market transformation
towards sustainability

Risk management “ 2% 2%

12% 6% 2%
8% 6%
12% 7%
2% 9%

8% 7%

25% 2%

Expand into new markets 24% 20% 13% _

Stakeholder demand 32% 2% 10% u

Follow industry trends | 31% 2% 13% 8%

Preempt regulatory action “ 2% 2% 16% _

Exchange and share assets, =
logistics and expertise m 2% % 18%
M Very Quite Somewhat 1 Slightly ® Not
relevant  relevant  relevant relevant  relevant

Figures don't add up to 100% due to rounding and exclusion of those who responded “don’t know™

A critical enabler of success for sustainability collaboration is active support
from the board, as shown below.

In general, how successful are the sustainability
collaborations your organization is engaged in?

Does the board Yes wh = ¥
actively support your m 2
organization’s

sustainability related  "© [0 25% 2% %
collaborations? w Very Quite Somewhat Slightly

Figures don't add up © 100% due to rounding and exclusion ofthose who responded “not at all” or “don’t know™

Source: Joining Forces: Collaboration and Leadership for Sustainability, MIT Sloan, 2015

@ Accountavility

Collaboration
Learning & ¢ &
Sharing &7

“To be more efficient in tackling the issues that will most
significantly affect their business and society, companies
will need to consider engaging in collaborative
partnerships with each other, as well as with stakeholders
and other organizations.”

Source: Sustainability and Reporting Trends in 2025, GRI, 2015

When looking ahead to 2020, collaboration has been
identified as one of six components to a successful
business strategy for real estate, as shown below.

Figure 16: Implications for real estate strategles

Understand
the underlying
economics of
cities

Think globally

Factor
technology and
sustainability
into asset
valuations

Real Estate
Strategy for
2020

Collaborate with
governments to
enable economic
and social

progress

Expansion and globalisation of real estate will lead to greater opportunity
Fast-growing cities will present a wider range of risk and reward
Technology and sustainability will be key drivers of value

Working in partnership with governments will be more important

Increased opportunity will be accompanied by greater and more diverse risks

Source: Real Estate 2020: Building the Future, PwC, 2014

24
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TENANT STAR

Effective collaboration with tenants and building
occupiers is an essential step on any REIT’s
sustainability journey. Issues arising from a lack of
control over things like energy usage and waste
diversion can be addressed with a positive working
relationship. A new tool to establish and maintain
this relationship is under development now: Tenant
Star.

Tenant Star originated with a bill passed by Congress
in April 2015. Once an appropriate baseline data set
is gathered, Tenant Star will complement the ranking
and ratings currently being provided by Energy Star.

“Tenant Star will encourage commercial tenants and
landlords to design and construct leased spaces in
office buildings to achieve high levels of energy
performance. H.R. 2126 aligns office tenants — who
can account for more than 50 percent of the energy
consumed in an office building — to incorporate into
the construction of their leased premises common
sense, cost-effective measures that yield excellent
returns on investment over short pay-back periods.
Tenants will favor landlords whose buildings can
support such installations. Broad adoption will save
businesses billions of dollars on energy costs in the
coming years. The reduced consumption will afford
savings in future capital outlays for energy
generation and related infrastructure.”

-Anthony E. Malkin, Chair of The Real Estate Roundtable’s
Sustainability Policy Advisory Committee and Chairman,
President, and CEO of Empire State Realty Trust, Inc.

ADDITIONAL RESOURCES

ioan [N Joining Forces: Collaboration and
81 ° | Leadership for Sustainability, by
e MIT Sloan Management Review,
Joining Forces )
= | Boston Consulting Group, and the UN
Global Compact, reports the results of
the sixth consecutive survey of more
than 3,800 organizations from 113

countries.
‘\y?{s’ National Association of
¢, < Real Estate Investment Trusts®
% REIT:: Building Dividends and Diversification®




Empire State Realty Trust

Equity Market Cap $4.85 Billion (as of Dec 15, 2015)

KEY LEARNINGS

GEOGRAPHIC DISTRIBUTION

A

Other Properties: None

* Leadership & Sharing is central to sustainability at ESRT. CEO Anthony E. Malkin speaks nationally
and internationally on the subject of energy efficiency in the existing built environment and is also
the Chair of the Real Estate Roundtable's Sustainability Policy Advisory Committee. Mr. Malkin

Collaboration: A Case Study

WORKING DRAFT

Interviewee: Mr. Anthony E. Malkin
Title: Chairman & CEO

Sector:

Office

lectures at colleges and graduate schools and speaks at conferences on the subject.

* ESRT effectively collaborates and engages in policy development, highly focused on informing policy
with effective practice and lessons learned at the city, state, and federal level. This is exemplified by
the passage of Tenant Star

at the Federal level.

Sustainability
included in

Continuous Reporting Annual Report

and Tracking of Utility

UNIQUE ADVANTAGES u Enerey Star
sage Certification
v S N BMS Green L
Sustainability efforts reen Lease
) Systems Leader Award
spearheaded and L
. (O]
championed by CEO and o Annual & Long
Chairman e SN‘I’b' : Measure Term
o etering Sustainability
C L. > Targets
v’ Concentrated in highly (-
competitive market with — .
high awareness of 0O Low-e Window C°"|t'"“.°us ,
inabilit < Retrofit Evaluation o
sustainability Z Analyze ROl and
< Demand Response/ Effectiveness
=  Peak Load Shaving for ESRT
(%) business
2 Green Pest Management goals
(Vs)

CR STAFF - TIME USAGE
5% Reporting

Implementation & Analysis

@ Accounthvility

Time spent on analysis and development of
initiatives is a critical differentiator for ESRT. The
time and effort we spend constantly identifying
and evaluating technologies, strategies, and
opportunities in order to move to effective
implementation is part of our success.”

Green Cleaning Retrofit Analysis
Waste Management/ Recycling Tenant Engagement
and Education

High Performance Tenant Installation

Sustainabilit
Required per Lease v

Occupants
Brokers Sl
7,
o
L
= 5
e £ S CEO
N
- S
Sh -
E Building
o Managers
o Investors and
Engineers

“I think that in the private equity
world, sustainability may have
more significance. Real estate

funds may have a greater need to
satisfy stakeholders who are

Committee inquiring about sustainability.”
Holistic Integrated Deep Energy Retrofit
Implementation
) | * % Renewable * $ Annual Energy
E electric power Cost Savings
E * % Recycling of * $Investment in
o cartable waste energy and
E - % Portfolio Energy sustainability based
-Dana Robbins Schneider, JLL 4 Star-certified on ROl

2

wv
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WORKING DRAFT

Empire State Realty Trust Collaboration: A Case Study Interviewee: Mr. Anthony E. Malkin
Equity Market Cap $4.85 Billion (as of Dec 15, 2015) Title: Chairman & CEO
STANDARDS, RATINGS, AND FRAMEWORKS a I\ \
g CHALLENGES “There is not a “At ESRT, SUStainabiIity is
:3 ! single not a department which
g ENERGY : Shareho/der CompeteS:fO.r time or
STAR | ENERGY deciding not resources - it is what we
Portfolio : L) to buy my do. We disregard a
Manager | Certifications
g . stock because tremendous amount of
w : we don’t what is out in the
2 | - answer the marketplace as far as
E """"""""""""" Tttt & GRESB standards or
o /_ “We eschew monitors like GRESB and no longer _\ 2 questionnaire. certifications, and take
© pursue LEED certification. We believe facts reported = Sector Not one.” our own path.”
clearly speak for themselves, and know our innovation Relevance ’
in sustainability reduces operating costs and gives us LEED \ J
a competitive edge to attract and lease to quality
tenants, and thus creates stockholder value.”
§ \ -ESRT 2014 Annual Report / “We don’t do anything because it’s ‘the right thing to do’.
< I Everything that we have done has had a commercial purpose. It’s
Internal External elther.cos.t neqtral, an.d therefqre at least from a marketing
AUDIENCE perspective it’s differentiated, or it makes us or our tenants more

economically competitive.”

“We do not separate sustainability

from general management.”
Insights on Collaboration

“There are a lot of people involved N
sustainability who have no line to or

by them to anybody who matters in
the company, and | think this is the
single biggest issue. REITs have got to
get operationally involved in
sustainability. Once they do, they will
no longer be looking down at people
who talk about sustainability, because
they will no longer be so useless on

\ the day-to-day business.” /

é.ﬁ‘e, National Association of
. ¢, Z» Real Estate Investment Trusts®
@ AccountAbility 26 945" REIT: Building Dividends and Divesfcation®

/ “The more developed that the sustainability \
circuit is, the more events that it has, the more
attendees it has, then the less time people are in
their offices doing anything with their peers and
colleagues who are actually running the
company. So a lot of the sustainability role, as it
is presently carved out, is feeding a beast that

\ has nothing to do with the basic business.” J

Managers
& Staff

SUSTAINABILITY ROLES

I
VPs
-I

FUNCTIONAL STRUCTURE
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WORKING DRAFT

Standards, Ratings & Frameworks

CURRENT PRACTICES

U.S. REITs use a wide variety of tools for their formal communication

Communicating &

Disclosing

and pursuit of recognition, using more than 4 concurrently, on average.

For a REIT at the beginning of its sustainability journey, choosing the

right tools for the right audience is key.

Which of the following sustainability standards, frameworks,

and certifications do you utilize?

LEED
Certification

orese (B0 6s%
BT NN, 66%
NG, 55%
Guic?e?iln(:‘at _s 32%
cop ‘30%
GRI CRESS _ 26%
DIs| -S 15%
IS0 14001 I& 2%, 11%
ves s [N o, o

)
Green Globes & 6%

PassivHaus 0%

Energy Star
Certification

Energy Star
Portfolio Manager

m Use for majority of
portfolio

«* Use for some of
the portfolio

0% 50%

@ Accountavility

AN e

CONCEPT

The use of standardized tools and
frameworks facilitates (but doesn’t
always streamline) communication,
disclosure, and the pursuit of recognition
for sustainability efforts.

While the NAREIT survey showed more U.S. REITs using
GRI than CDP, the total number of real estate company
disclosures for GRESB, GRI, and CDP (as of end of 2014)
shown below ranks differently.

GRESB: 707

LEADING PRACTICES

’ Select tools that are maximally efficient for
your organization at achieving the desired
level of transparency, responsiveness, and
marketing value

Select tools that address your material
issues and important stakeholders,
considering both internal and external
audiences

Apply single-asset tools strategically, and
ideally systematically, within portfolio

’

RATIONALE

GRI: 166

Several studies have shown increased rental premiums for sustainable

CDP: 394

Source: Green Means Go (Rl Insight), Ari Frankel, 2015

The graph and table below shows the adoption of
green building certifications, including LEED and Energy

Star, as of December 31, 2013. % %
Buildings | Area
Energy Star| 10% 30%
LEED 5% 19%

2005 2006 2007 2008 2009 2010 2011 2012 2013

s %5 Of Buiildings — sss=% of sq. fi. of Buildings

Percentage increase in rental premiums for green buildings

19%6)

cod

comparedtoc

25%

buildings, including those with certifications shown below.

- 20%

+24.9%,
RRFFAM

10%

+11.6%,

SNSRI ST
o AEED

+8.1%.
ENERGY STAR

v 2%,
e
g

A swemiev

2008 2009 2010 0m 2012 2013
Source: The Business Case for Green Building, WGBC, 2013

“Technology innovation and sustainability will be key drivers for value.
All buildings will need to have ‘sustainability’ ratings, while new
developments will need to be ‘sustainable’ in the broadest sense,
providing their residents with pleasant places to live.

Source: Real Estate 2020: Building the Future, PwC, 2014

Source: Green Building Adoption Index, CBRE, 2014
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Standards, Ratings & Frameworks

CURRENT PRACTICES, CONTINUED

*This is &' *\ ‘ Energy Star
the total ' 30 10 Certification
number of

reasons

given for

this tool.

Energy Star
Portfolio
Manager

LEED
@ Certification

Reasons Reasons
Used Not Used
[l convenient [l Market [ | ot Too
pressure applicable complicated
[ Tenant [l Generates g lackof [ Redundant
Interest internal buy-in  awareness
Investor B Other Too broad H other

Interest

@ Accountavility

Communicating &

Disclosing

RATIONALE, CONTINUED

35%

o) @

2% 9

Sustainable real
estate has been
shown to have
increased sale

gs (%)

- € o

i

.

prices across the
world. Certified
green buildings
inthe U.S,,
Australia, and
the U.K. show
the highest
increases (see
graphic at left).

Percentage increase in sale prices for green buildings
| code-c L

compared to ¢

%

OG
e
L

Rating System

oeeend

-20%

BREEAM é O Office
LEEVEnergy Star g O Resdential
Grven ark F

Green SUr/NABERS

Tokyo Gresn Buiding Prugramma

Tnamgy Pertarmance Cartincate [Nathariands)

Source: The Business Case for
Green Building, WGBC, 2013

STAKEHOLDER OBSERVATIONS

WORKING DRAFT

ADDITIONAL
RESOURCES

mape | AGuide to
Corporate
Responsibility and
Sustainability
Reporting, released
2010 by Real Property
Association of Canada
(REALpac)

Best Practices
Recommendations
on Sustainability
Reporting, released
2014 by European
Public Real Estate
Association (EPRA)

£ EPRA REPORTING

A Guide to
Corporate
Responsibility
Reporting in the
Property Sector,
released 2009 by
Property Council of
Australia

“We use the standards, frameworks, and certifications that promote our growth and value for our
stakeholders: institutional investors, shareholders, tenants and customers. In some circumstances, we use
certain frameworks and certifications to comply with local regulations.”

“Energy Star Certification & Portfolio Manager - our program is too new, plan to use. Green Globes - testing
LEED as a better branded standard. GRI G4 - best general standard for our public reporting. 1SO14001 -

program too young to consider at this time. SASB - not convinced of added value yet.”

“GRESB appears to be the industry standard. It is also endorsed by NAREIT. We are also looking into GRI and
SASB. We do use LEED checklist for our construction - - just not the certification.”
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WORKING DRAFT

Weyerhaeuser Standards, Ratings & Frameworks: A Case Study Interviewee: Ms. Ara Erickson
Equity Market Cap $15.37 Billion (as of Dec 15, 2015) Title: Sustainability and Communications Manager
GEOGRAPHIC DISTRIBUTION KEY LEARNINGS Sector:
* Some firms may have unique business models and as such, peer benchmarking may not be .
' valuable. However, it is still crucial to pursue sustainability to benchmarking against oneself. Timber

* Proliferation of various standards have become overwhelming for Weyerhaeuser. There is a

v perception issue for some standards; the dominant standards have a lot of marketing behind
them, other, lesser known, are also highly credible.

Local
Communities
Annual
Other Properties: Canada, South America Millennium Web-lntegrated
Ecosystem Sustainabilit Large
UNIQUE ADVANTAGES y
Q Assessment Report Manufacturing
v’ Strong customer n Indices Customers
demand for sustainable I‘.’I.I)
products O
8 Systems v g:’ Employees
easure
v Large impact on o (EMS) g s -~ /”Our employees
economy E o £ = care about
- oy E sustainability
v’ |Integration of P L -l ﬂ_‘, [ and we also see
tg_ bilitv int 2 Stakeholder Part|C|pa't|on < = that it helps
sustainability into > el on Working = attract the best
roiects Improve Analyze -
proj E Groups = B-to-B new talent to
= . the company.”
n Goal-Setting o Customers \_ _/
=
< Ext I
xterna
CR STAFF - TIME USAGE Audite
Implementation Internal Investors
P / “In the short term, \ Benchmarking
ideally we will approach
only 20% time spend on
reporting. And the in the
long term, ideally we
won’t need an official * Recordable incident rate * Energy and water usage

role to handle reporting
requests at all. Instead,
people throughout the
business would be
empowered to respond

\ to these requests. ”/
Reporting
#s  National Association of

e,
. <, . Real Estate Investment Trusts®
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* Certification of timberlands e Certified fiber

* GHG emissions * Supply chain risk
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Weyerhaeuser
Equity Market Cap $15.37 Billion (as of Dec 15, 2015)

Portfolio

COVERAGE

e e e e e —— - - ——

Asset

STANDARDS, RATINGS, AND FRAMEWORKS

CHALLENGES

Cost

Themes

Stakeholder
Expectations

Sector Relevance

Internal
AUDIENCE

Insights on Standards, Ratings, & Frameworks

“We are getting asked to do a lot of reporting. A
lot of the tools ask you to report the same metric,
but in slightly different units or with slightly
different boundaries. We’re working on
streamlining our processes, but we have also had
success pushing back on the tools that are asking
for some slight variation to see if they can change
things on their end to be more standardized.”

@ Accountavility

External

SUSTAINABILITY ROLES

Business Units, EHS,
Communications, Corporate
Affairs, General Counsel, and
Board Committee

* Sustainability is co-housed
with the communications
department

* Sustainability positions are

spread throughout business
functions

31

Standards, Ratings & Frameworks: A Case Study

A

Unique Challenges

WORKING DRAFT

Interviewee: Ms. Ara Erickson
Title: Sustainability and Communications Manager

Trade-off
between
reporting and
implementation

Distinct from
other REITs

Proliferation of
various
standards

and
frameworks

ﬂOur model is differeth

from other REITs, so
when we can’t
compare ourselves to
others, we benchmark
against other Timber
REITs and other
forestry companies

\ (non-REITs).” /
\

“Our operations have a
large impact on the
economy. We need to
be sustainable because
our model requires a
social license to

k operate.” /

Board of Directors Governance and
Corporate Responsibility Committee

FUNCTIONAL STRUCTURE

Human Resources
& Stakeholder
Engagement

Communications
& Sustainability

President & CEO

General
Counsel

Public
Affairs

‘\y?o' National Association of
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STAKEHOLDER OBSERVATIONS

When asked about leading practices in
sustainability, several stakeholders identified
goal-setting as critical:

“Create standards and goals that can be tracked.”
“Company targets.”
“Need reporting targets.”

“Goal-setting.”

CURRENT PRACTICES

Goal-Setting
Aiming -
High L3

CONCEPT

Setting goals sets and solidifies priorities
across the organization, increasing
performance, accountability, and
visibility.

B AccountAbility Stakeholder Survey: “In which of the following categories have you set U.S. REITs have begun the

management goals or KPI targets?”

B research: Goals held by 126 companies determined to be top performers on sustainability.

Source: Sustainability Goals 2.0, PwC, 2012

work of shaping the future
through setting sustainability
goals. The types of goals being
set by REITs mirror other

Energy_ industries for the most part.
However, other industries are

Water_ farther along with goals for
renewables, carbon, and
V.73 supplier CR performance.

Waste

Diversity 2% 50% of CDP respondents have
intensity emission reduction targets RAT'O NALE

Occupational H&S_

44% respondents have absolute

(21% in 2010)

WORKING DRAFT

LEADING PRACTICES

’ Focus goal-setting efforts on criteria that are
both material (based on a formal ESG
materiality assessment) AND measureable
with data currently available

’ Set goals even if they must be modest at
first, to focus functions across the company
that are critical to reaching goals

’ Create clear-cut short-term (quarterly, or
annual) and long-term (2-5 years) goals to
lead a systematic business strategy

’ Communicate goals in language that is
aligned with company strategy

’ Ensure support and ownership through
transparent communication — internal and
external — of goals and progress toward
them

Companies generally achieve impact reduction goals two-thirds of the time,

Stakeholder Engagement |24 emission reduction targets regardless of the level of ambition reflected in the goal set. The most ambitious
(Internal) (27% in 2010) goal-setters have a lower success rate, but larger absolute reductions.
Assurance [INENEG_G_24% . Range for annualized Reduction goal Reduction achieved Success rate
Source: Global Climate Change 4
Report, CDP, 2015 reduction goal rate (Average annual %) (Average annual %) (% of goals)
Renewables and Carbon_
Rate >33
None of the above | II20% Rate >2buts 3.5
Stakeholder Engagement_ Rate >1buts2
(Externa) T _—
al
o 13%
Supplicrs ST Totl
0% 20% 40% 60% 80% 100% Source: Sustainability goals 2.0: An evolving landscape, PwC, 2012

@ Accountavility
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Goal-Setting
Aiming
. 'k
CURRENT PRACTICES, CONTINUED H Igh

Many REITs are spending on sustainability without setting goals. This is a counterintuitive and potentially

counterproductive practice.

A powerful link between goals and data was illuminated in the results. When evaluated, a distinguishing
characteristic of those REITs who have set sustainability goals is that they have a better picture of their portfolio,
afforded by environmental and social data coverage of a higher percentage of their portfolio.

Finding 1: Many REITS are spending on
sustainability without setting goals.

WORKING DRAFT

RATIONALE, CONTINUED

“Business leaders should set ambitious goals to tackle crucial issues. In
order to position the company as committed to advancing the
sustainability agenda in a decade of large-scale challenges, ambitious

goals are needed.”

Source: Sustainability and Reporting Trends in 2025, GRI, 2015

Effective goal-setting requires prioritization. The priorities below were
developed through a world-wide a series of consultations with thousands

of UN Global Compact participants.

Prosperity Inclusive
& Equity Growth

: Women's “ Human Needs
Empowerment & Capabilities

& Gender
i I 1
Education 5 Equality A Health

] 1
Food & Water & 1 Energy & The Resource
Agriculture Sanitation V\  Climate Triad

Enabling
Infrastructure Good Governance Environment

1
LY
\
1
1
Stability & Technology \ & Human Rights
] 1

Source: Global Compact LEAD consultations

POST-2015 ISSUE AREA PRIOIRITIES
Source: Building the Post-2015 Business Engagement Architecture, UNGC, 2015

ADDITIONAL RESOURCES

(7]
(]
>
[=T4]
£
-]
c
)]
Q.
“w o
2
No Yes
Goals
Finding 2: Respondents with goals have
better data coverage.
(7]
]
>
. 1o .
tén . Comprehensive (75-100% portfolio coverage)
-g . Significant (50-75% portfolio coverage)
]
% ° . Moderate (26-50% portfolio coverage)
2

Minimal (1-25% portfolio coverage)

D None (0% portfolio coverage)

No Yes
Goals

@ Accountavility o

Sustainability goals 2.0: An evolving
landscape, by PwC presents findings from
evaluating the goal-setting amongst 126 companies
identified as top sustainability performers.

Sectoral Decarbonization Approach (SDA), is a
product of the Science Based Targets Initiative
providing comprehensive guidance from the Carbon
Disclosure Project (CDP), World Resources Institute
(WRI) and the World Wildlife Fund (WWF).
éy.‘% National Association of
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WORKING DRAFT

Simon Property Group, Inc. Goal-Setting: A Case Study Interviewee: Ms. Mona Benisi
Equity Market Cap $58.70 Billion (as of Dec 15, 2015) Title: Senior Director — Sustainability
GEOGRAPHIC DISTRIBUTION KEY LEARNINGS Sector:
* Simon’s sustainability strategy has always been invigorated by its commitment to goals, .
and the company has recently strengthened this commitment by publicizing Retail

guantitative goals with execution dates (see details on next page).

*  “Over the past decade, Simon has established itself as a leader in sustainability. In 2014,
we took major steps to solidify our sustainability framework and leadership, as a result

we are proud to introduce sustainability goals in Simon’s key framework areas.” Investors
Other Properties: Asia, Canada, Europe Sustainability .
Energy Report in Regulations &
UNIQUE ADVANTAGES Management Accordance with Compliance
Systems (EMS) GRI G4-Core

v’ Large scale and size

& WRI CDP Improved
. tional
v’ Strong investor engagement ,":') Agueduct Competitors o:feﬁr;el::::
O  (Water Risk GRESB D
v’ Cross functional internal E Assessment) Measure w
collaboration to advance > E E 3
. . <
sustainability 5 o § S Experience
e - 3 T  gained through
inabili & Technol Materialit < B
v Introduced sustainability < echnology ateriality S joint venture
organizational structure that Z Upgrades Improve Analyze Assessment = properties
secures executive support to < L ; o internationally /
further improve sustainability 7 Il-JED Llihtmg S5 b ) PRl G
performance across the a pgrades various on in French real
portfolio Battery site Energy estate company
Storage Generation (Shoppers)
CR STAFF - TIME USAGE Stakeholder  Energy  OPHO" Shoppers are showing
Reporting Engagement Audits increased interest in
sustainability topics — e.qg.
they appreciate Simons
extensive EV charging
* % Reduction in GHGs, Energy, * % Properties engaging with local station network.”
and Water communities

% Diverted Construction Waste ¢ S Donated to Simon Youth Foundation

* % Properties with EV charging ¢ # of Tenants to engage with on
stations and children’s play areas sustainability issues

KEY METRICS

Implementation

éy?@l National Association of
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Simon Property Group, Inc.

Equity Market Cap $58.70 Billion (as of Dec 15t,

Portfolio

COVERAGE

Asset

Goal-Setting: A Case Study

2015)

e e e e e —— - - ——

STANDARDS, RATINGS, AND FRAMEWORKS

CHALLENGES

Unique Challenges

Financial
Impact

Themes
\

Internal

External

AUDIENCE

Goal-Setting at Simon

Simon’s 2014 Sustainability Report described several goals.
These were qualitative and trend-based (increasing,

decreasing, expanding, etc.). Simon’s 2015 Sustainability
Report demonstrated a notable advancement and
commitment by publicizing quantitative sustainability
goals. See some examples of this evolution below:

Goal: Improve portfolio-wide
energy efficiency by 5-10% by

2014

“Our goal is to continuously
reduce our electricity usage.”

“It’s important for us to work
collaboratively to further both
Simon’s and our tenants’
sustainability goals.”

“Simon’s short-term goal
seeks to expand our food
diversion initiatives.”

@ Accountavility

Goal: Engage with top 10 tenants
on sustainability issues by 2018.

2020 (base year 2013).

Goal: Divert pre-consumer
food waste from landfills at
selected properties by 2020.

SUSTAINABILITY ROLES

Senior Director of Sustainability

* Manages the Sustainability Office,
develops company’s sustainability
strategy

¢ Collaborates with different business
functions, with reports to Asst.
General Counsel

Sustainability Executive Committee

e Set up by Sr. Director of
Sustainability to get (1) executive
support (2) resource commitment
(e.g. time from staff in various
functions to push initiatives)

Sustainability Field Network

* Creates and implements action plans
to carry out sustainability efforts

36

A

FUNCTIONAL STRUCTURE

WORKING DRAFT

Interviewee: Ms. Mona Benisi
Title: Senior Director — Sustainability

4 )
“There is not a

sustainability strategy
and a company

Size of portfolio
and data
gathering for

tenant space strategy but one

sustainable corporate
Trade-offs strategy”
between \

reporting and
implementation

“It’s crucial to find the
best way for an
organization to

integrate sustainability
goals into the overall
business priorities”

Conveying the
business case of
sustainability

Sustainability

Executive Committee Sustainability
President of Malls Working
President of Mills Group
President of Simon
Premium Outlets
Asst. General Counsel
and Secretary Sustainability
SEVP & Chief Office
Administrative Officer
Chief Marketing Officer
& President of Simon
HidndNentiites Sustainability
EVP Property .
Management Field
SVP Finance Network
VP Investor Relations
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CURRENT PRACTICES

While the process for determining how much to spend on what
projects varies dramatically amongst U.S. REITs, the types of
spending are similar, primarily on the environmental rather than
social or governance components of sustainability. This mirrors
trends observed in goal-setting and data collection.

Please identify the types of sustainability-related
spending at your organization.

Data Collection 38% NN
owversity 72NN
Renewables and Carbon _____70% ANNANNAN |
 stakeholder Engagement (External) 64% [N

0% 20% 40% 60% 80% 100%

. Spending i\\\\{x Unsure . No spending

“People are always waiting for THE DEFINITIVE STUDY
that will prove these things work out. We have over a
decade of research — slicing and dicing whether green
building is worth it in every way, and by now many
people are immune to it or just react to it by saying
that it doesn’t apply to me. Instead, for us, the idea is
integrated and coordinated execution of proven
practices by real estate companies and funds.”

-Chris Pyke, COO of GRESB

@ Accountavility

Spending

Allocating Resources
Strategically

@

CONCEPT

WORKING DRAFT

LEADING PRACTICES

The strategic allocation of resources
through sustainability budgeting or other
spending plans is critical in a field with
long-term risks and limited resources.

RATIONALE

’ Compare results year on year to evaluate
return on investment

’ Integrate the sustainability budget into the
broader budget, but clearly mark line items
to ensure return on investment can be
captured

’ Spend on a pilot project or “easy win” early
to make the business case for scaling up and
securing a larger budget

“The results show that the degree to which REITs invest in efficient buildings is positively related to the quality of their credit
ratings, and it is also associated with a significantly lower spread. The relation persists at the level of individual buildings and their
mortgages: environmentally-certified buildings are financed at significantly lower spread, varying between 30 and 60 basis points,

depending on the specification.”

Source: Environmental Performance and the Cost of Capital: Evidence from REIT Bonds and Commercial Mortgages, European Center for Corporate

Engagement, 2014

Research published by RobecoSAM
in 2015 shows that the
“sustainability factor” is “a
promising candidate for use in

factor models with multiple sources Growth

Smainablwl‘/‘ Bookto-Price
Score

of risk and return.” See the factor
plotted in the graph at right.

Return

Source: RobecoSAM, Factor Estimation
Platform: BARRA Portfolio Manager
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CURRENT PRACTICES, CONTINUED

Spending

Allocating Resources
Strategically

@

How much does your organization spend on sustainability annually?

2%
o
(none) >2%
1.1-2%
0,
2% <0.5% s€
° \ psset B2
Unsure* No soooﬂda
Spending Sustainability Spending 2

*In addition to the 21 respondents who answered
“Unsure,” 3 of the 5 respondents who answered “Other”
used uncertainty to explain their answer, meaning almost
half (48%) of respondents are unsure of their organization’s
annual sustainability spend (examples below).

“We do not measure sustainability as a separate
category of expense.”

“Impossible to measure -- fully
integrated.”

“Given the ubiquity of sustainability-related
business practices, and the broad range of ESG
performance indicators, the annual 'sustainability
spend' at Boston Properties is not so easily
quantified. “

@ Accountavility

EXTERNAL VERIFICATION

External verification of sustainability data adds credibility to ESG disclosures. Important to investors,
independent verification is now mainstream for sustainability practices globally. However only 46%
of REITs reported spending on assurance (see previous page).

63% of North American
investors think it is important
that ESG disclosures be subject
to some level of independent
verification.

63% of participants subject
their sustainability disclosures
to review by an independent
third party.

64% of respondents obtain
independent verification of
Scope 1 and 2 data.

Source: ESG Survey, CFA
Institute, 2015

Source: Global Climate Change

Source: Results, GRESB, 2015 Report, CDP, 2015
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ADDITIONAL RESOURCES

AALO00 ASSURANCE
STANDARD 2008

Green Bond
Guidelines
for the
Real Estate
Sector

GRESE Greon Band Buidelines.

*
e
‘o4

The Business Case for
Green Building, by the
World Green Building
Council provides a review
of the costs and benefits
for developers, investors,
and occupants.

AccountAbility AA1000
Assurance Standards is
one of the most widely-
recognized frameworks
for external validation to
follow.

Green Bond Guidelines
for the Real Estate
Sector, by GRESB provide
real estate guidance for
capital market
participants when
originating Green Bonds

National Association of
7 Real Estate Investment Trusts®
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Digital Realty Trust, Inc.

Equity Market Cap $10.33 Billion (as of Dec 15, 2015)

GEOGRAPHIC DISTRIBUTION

Spending: A Case Study

KEY LEARNINGS

* Clean energy technology is a big focus of customers in this particular industry segment, in
which energy consumption can be up to a quarter of the total operating costs for a data

WORKING DRAFT

Interviewee: Mr. Aaron Binkley
Title: Director, Sustainability

Sector:

Data Center

‘ . ' l center.
* “There is a gap between the language that the business speaks and the language that Market
sustainability speaks. With our green bond, there was an opportunity to overlay these two.” .
Regulations
Other Properties: Europe, Australia, Asia
PUE to monitor Better BuiIdings
, Customers
v’ Customers seeking to n Publications
green their supply chain (72)
Ll Data
o Green Bond Seni
Center enior
v Established leadership in @) . . )
. o Rating Measure Considering 5 Management
enetrgy efficient data a Tools CDP, GRESB, S |5 _
centers I
t etc. @ £ g
= (a o
. L)
v’ Strong internal support for 5 — 3 kS
sustainability < s Cost
= Low & Improve Analyze = NGOs Savings
v’ Scale and size allows |<_( no cost o
responsiveness to global (7)) upgrades Facility b “Increasingly, there is a
- ) . strong demand from
customer demand N Audits )
5 clients on clean energy.
Capital This is partially driven
Projects for Certifications by NGO pressure on
CR STAFF - Tl M E USAG E Cost—savings how green the Internet
. or cloud is.”
W Reporting
/’Ij“ I'm smart, I'm spend& Equity/Bond
a lot of time on policy and Investors

driving leadership among o

1aershil S Power Usage Effectiveness (PUE)
organization's key

stakeholders and
executives to get buy-in
on these things. The

reality is reporting soaks
* Watersavings r

\ up a lot of time." j
e, National Association of

. <, Z» Real Estate Investment Trusts®
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* Energy Mix, share clean energy

Green data centers

Implementation * Energy savings

KEY METRICS




WORKING DRAFT

Digital Realty Trust, Inc. Spending: A Case Study Interviewee: Mr. Aaron Binkley

Equity Market Cap $10.33 Billion (as of Dec 15, 2015)

STANDARDS, RATINGS, AND FRAMEWORKS

Portfolio

COVERAGE

Asset

Internal External
AUDIENCE

Insights on Spending

mnk there is still an opportunity to better link up sustainability issux
with

traditional business dialogue and practices, such as the process for
acquiring or renovating a building.

A good example | went through recently was green bonds. For me, it
was a terrific opportunity to engage with the CFO and CEO on a ‘green
flavor’ of a traditionally purely corporate finance transaction. | spent
quite a bit of time with the finance team to get them to understand
‘What is a green building’ and what is a qualified use of proceeds for the
bond.

Up to that point, there had been a pretty big gap in the language both
groups in the same company were speaking. The process was great and

has enabled me to have a better dialogue with finance on a going-
forward basis.”

@ Accountavility

41

Title: Director, Sustainability

CHALLENGES

* Data centers perceived as non-
traditional real estate asset class

* Customer demand for cost-
effective supplies of renewable

Time energy

-+ Balancing facility resiliency vs.

energy efficiency
Resources

Unique Challenges

* ‘Dashed lines’ — collaborating with
teams outside of direct reports
Sector-Specific
Priorities * Implementing projects in 24-7-365

critical environments

“I would love to have one report and have everybody recognize it
and feel like it is adding value. The holy grail is a single universal
platform for reporting.”

Corporate Sustainability
Director of Sustainability
* Implementation of formal CEO
sustainability policy

* Analyze and select
appropriate frameworks for
reporting and manage
overall reporting workload

General
Counsel

Director of
Sustainability

* Expand customer access to
clean energy and energy
efficiency solutions

SUSTAINABILITY ROLES
FUNCTIONAL STRUCTURE
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Data Collection & Analytics

CURRENT PRACTICES

The focus areas for data collection — where U.S. REITs have the best
portfolio coverage — are the environmental rather than social or
governance components of sustainability. This mirrors trends
observed in goal-setting and data collection.

What data do you collect and how much of your portfolio does it cover?

CcCCC

Energy Water Waste  Renewables
& Carbon

cCC

Stakeholder Occupational
Engagement H&S

Suppliers

. Comprehensive (75-100% coverage) Minimal (1-25% coverage)

. Significant (50-75% coverage) D None (0% coverage)

. Not applicable

. Moderate (26-50% coverage)

Gathering the =

Evidence S —

CONCEPT

The collection and use of data on
environmental, social, and governance
performance is central to sustainability
efforts at all REITs, required for
demonstrating ROI, assessing
opportunities, and optimizing strategies.

Survey results highlighted the relationship between manpower and data coverage. Those

with better data coverage have more people working on sustainability, as shown below.

Portfolio Coverage of Energy Data

None
(0% coverage)

WORKING DRAFT

LEADING PRACTICES

=0

’

’

’

Collect data for material environmental,
social, and governance factors

Aim to collect data from as much of the
portfolio as possible, and distinguish
between the performance within from
performance outside of REIT control

Build systems to automate the collection
and triage of data

Utilize stakeholder engagement with a focus
on education as well as green lease terms to
obtain data from building occupants

Engage with utilities to foster positive
relationship and access to data

Engage with REIT employees to facilitate
access to data within organization

STAKEHOLDER OBSERVATIONS

“Data needs to be triaged. 30,000 bills may generate 1,200 flags, many of which are false

O®
O -

Minimal
(1-25% coverage)

LEGEND

Moderate O — —
(26-50% coverage)
Significant O — ——
(51-75% coverage)
Comprehensive ’
(75-100% coverage) |

5 10
Number of Sustainability Staff (FTE)

@ Accountavility

15 ..25
communicating it well.”
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positives, leaving 200 to evaluate, and 12 to actually do something about.”

200 12

“It doesn’t take very many ‘oops’ moments to pay for a full-time position.”
“Not everything that can be measured should be.”

“The challenge with data is harvesting the value from it: making it useful, engaging tenants,
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CURRENT PRACTICES, CONTINUED

WORKING DRAFT

Data Collection & Analytics

Gathering the =

The challenges facing those collecting data differ, depending on how much
data coverage the respondent currently has. Lease structure and internal

capacity are the early challenges, whereas building occupants and utilities
take over as the main challenges as a REIT approaches a more complete data
coverage of the portfolio.

What factors (if any) impede your ability to collect sustainability data?

Comprehensive (75-100% coverage)

Significant (50-75% coverage)

Moderate (26-50% coverage)

Minimal (1-25% coverage)

None (0% coverage)

0%

. Lease structure

20%

40%
M Building occupants [l Utilities

60%

80% 100%

M internal cooperation [l internal capacity

STAKEHOLDER OBSERVATIONS, CONTINUED

Evidence

L

ADDITIONAL

RESOURCES

=0

Model Lease Clauses, by
Australia’s Better Buildings
Partnership is one part of an
expansive tool that provides
best practice lease clauses.

Green Lease Library,
maintained by the Institute
for Market Transformation
provides several resources
on green leasing.

Most REITs still find the challenges below to be “significant” and very few
have overcome these issues.

Significant

challenge

“Newer ops person

in charge, splits
time. Hard to keep
focused.”

@ Accountavility

“Leasing doesn't
want to add
anything
controversial.”

Lack of capacity Lease Lack of Cooperation - Lack of Cooperation -
internally at REIT Structure Occupants Utilities
£ |“We have hired “Had legal meet with “Not a challenge in | “Third party ‘ran
o g - Je ’
s additional resources |leasing and made it | office. It’s in the herd’ for us. Waste
3 |when needed.” happen.” lease agreement.” | was the hardest.”
I “” . “) “
= g “Looking to hire ‘Approaching Lots of turnover ‘ Mar'rual meter
£ S| FrE dledh ” tenants to get el jfelasier iigell - reading, tenant
o edicated. e > .
<3 participation.” occupants. engagement.

“It’s a matter of
education.”

“Utilities don’t want
to help or are too
slow to respond.”

GREEN LEASES

Comprehensive data collection and analytics is essential to meeting a
REIT’s sustainability objectives. Lease structure accounts for a substantial
portion impeding members to collect appropriate and comprehensive
sustainability data. Green leases are a tool to address one of the
market’s major data challenges.

Green lease clauses tend to fall into one of the following four areas.
Pass-through Clauses
Allow pass-through of energy efficiency investment costs
to tenants.

Operations Clauses
Allow the building to operate more efficiently and/or

reduce environmental impacts.

Sustainable Purchasing
Establish rules about the types of materials which can be
purchased in tenant and common-area spaces.

Reporting
Require data-sharing on building energy use and progress
towards goals through benchmarking or other systems
agreed on between the landlord and tenant.

Source: Green Leasing, A Better City, 2014

“There is no one single solution to leasing; frameworks where landlords
and tenants can work together for energy and resource management,
metering, and upgrades benefit all parties through lower outgoings,
more productive relationships, and increased asset value.”

Source: Model Lease Clauses, Better Buildings Partnership, 2015

RATIONALE, CONTINUED

Are green
leases or
green lease
provisions
mandatory or
optional? If
mandatory,
to whom do
they apply? If
optional, is
there
significant
take up?
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“The closest to any form of
legal requirement relating to
green leases is in France,
where it is now compulsory
to attach to any commercial
lease of premises in excess
of 2,000 square meters an
Environmental Annex that
requires landlord and tenant
to exchange energy- and
waste-related information.”

More
developed

Less
developed

Source: Baker & McKenzie, 2015
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Prologis, Inc.
Equity Market Cap $21.79 Billion (as of Dec 15, 2015)

Data Collection & Analytics: A Case Study

KEY LEARNINGS

GEOGRAPHIC DISTRIBUTION

Other Properties: Europe, Canada and Asia

UNIQUE ADVANTAGES

v" Ongoing support and
open access to the CEO
and Executive
Management Team

v" History of stakeholder
engagement

v Experience with
stringent regulations
and ESG-minded
investors

CR STAFF - TIME USAGE

Implementation

Reporting

@ Accounthvility

“One of our priorities is to obtain more data. To do this requires engaging the right people — within
Prologis, as well as customers and utilities. We are working on educational materials to explain why
we need access as well as tools to track and analyze data.”

Prologis is systematic about its new developments, and designs to local sustainability rating
systems, when available. We are opportunistic in seeking lighting retrofits, energy efficiency
improvements, renewable energy, and energy storage opportunities with existing properties.

SUSTAINABILITY PROCESS

KEY METRICS

Annual
UIL Greenprint Sustainability
Center for Report
Environmental
Management

Ratings

Corporate

Knights,
Goals with Bloomberg)
Baseline
Surveys ‘n’:’
Building Measure (e.g. w
Certifications GRESB, > 3
CDP, DJSI) E §
L)
Assess &' 'fl
progress (@)
Data Improve Analyze towards -
Gathering meeting =
goals O
Stakeholder External
Engagement Assurance
Third-party
Verification

WORKING DRAFT

Interviewee: Ms. Jeannie Renné-Malone
Title: VP — Sustainability

Sector:

Industrial

Customers

“Our customers are
increasingly interested in our
sustainability initiatives.
Especially larger customers
who have sustainability
programs of their own.”

* % of portfolio with energy-efficient lighting

* MW Solar energy installations

* kWh Energy consumption

* Tons Carbon footprint reduction

* % of portfolio with cool roofs

* Number of sustainable building
certifications

Ethics, career & professional
training

Employee survey results

Hours volunteered

S charitable donations

S and months donated through
Space for Good program

Communities CEO
IS
§ Brand
§ Differentiation
Investors
Employees
Regulations
Building
Codes
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WORKING DRAFT
Prologis, Inc. Data Collection & Analytics: A Case Study Interviewee: Ms. Jeannie Renné-Malone

Equity Market Cap $21.79 Billion (as of Dec 15, 2015) Title: VP — Sustainability

STANDARDS, RATINGS, AND FRAMEWORKS

CHALLENGES

“We buy and sell
properties frequently,
which presents a
sustainability
reporting challenge.
For example, if we

* Peer-to-peer LEED-certify ten
- benchmarking properties that we
have sold before the
next sustainability
report comes out, the
numbers do not
necessarily match up
N year over year.”

_ i o _/

Portfolio

Cost » Data gathering
given parameters
of triple net lease

Time

COVERAGE
Themes

Relevance

Unique Challenges

Asset

Internal External
AUDIENCE

Insights on Data Collection VP — Sustainability, Energy

I
Europe/Asia CEO and Americas CEO
1

/ ] \ Team, and Executive E : .
“Due to regulatory challenges, and triple net lease structure, Management S Managing Director, Global
we currently only have access to energy data for about 10% ] - Construction and Development
of our properties in the US, whereas in Europe and Asia we 6 * VP —Sustainability works g Services
have access to data for over 90% of our properties. Third 4 with the Energy Team In_:
party vendors contact us frequently offering data collection S A CR n / |
. manager and a
services and it can be very expensive. We are working on = . b'I'g | -
figuring the best way forward.” = susF ainavl 'ty ana ySt. <
\ ’ J m facilitate data collection and 2 VP — . -
S support reporting o Sustainability nergy sroup
= =
< P ) O
“The challenge with existing standards and frameworks is !7, S“Sta”_’“b'l’ ty C"’_"m' ttees :2)
that there is no apples-to-apples comparison for our = * Regional Practlcg Gro'u'ps e Corporate S
industry. Organizations with access to more data receive 2 focused on sustainability Responsibility Sustainability
higher rankings but the methodologies don’t factor in «  Sustainability Champions in Manager Analyst
boundaries of control and differing levels of data access.” each office
ér’@' National Association of
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CURRENT PRACTICES

Real estate companies are experienced at evaluating certain longstanding risks,
however their challenge is to keep up with the advent of new risks.
Additionally, 31% of respondents are not currently evaluating their properties
for exposure to the physical impacts of climate change.

How are you evaluating your properties for exposure to the
physical impacts of climate change?

| Coastal
Flood Zone Risk |

Properties Risk

Storm water and

? Sewer Backup
Surge
Blackouts Storm
and Aging Surge
Grid

Drought

Extreme |
Temperatures

“The 2015 GRESB results show that 54% of all GRESB participants have a policy in place
that addresses climate risks. However, of all participants, only 35% have policies in place
that address resilience. This topic clearly needs attention, as the need for buildings to be
resilient to the impacts of climate change becomes more critical, and current extreme
events have the potential to become even more extreme.”

Source: Report, GRESB, 2015

@ Accountavility

Resilience
Long-Term

Planning

CONCEPT

y ¢

WORKING DRAFT

LEADING PRACTICES

’ Assess existing risks for possible evolution
and monitor horizon for emerging social and
environmental risks

Resilience is the assessment and
management of the universe of physical,
social, and environmental risks as they
evolve. Beyond that, resilience is
mitigating risks of future events in the
present by growing the capacity to
absorb shocks and recover from extreme

events.

RATIONALE

’

Manage risks by diversifying and growing
organizational capacity to respond to and
recover from risk events

Educate executive-level management and
investors about the long-term returns of
resilience

Consider collaborative and joint endeavors
to assess and manage risks

Ensure resilience features are taken into
account in property valuation

“Scientists and
institutions have
linked the more
frequent and
intense occurrence
of natural disasters
to the trends
associated with
climate change.
This increase in
extreme weather
events can have
significant impacts
on economic
growth and asset
value. The chart at
right highlights the
increasing
frequency and costs
associated with
natural disasters
since 1980.”
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NUMBER OF EVENTS

Natural Disasters
Number of Events and Yearly Losses: 1980-20147

1,000

800

Note: Events

450,000
= Evonts @ Yearly Losses = Yoorly Loss Trendline
3 ] 400,000
®
350,000
300,000 @
4
]
250,000 =
° =
200000 &
£
X @
! L1 150,000
Bl
-
| =1 - 100,000
50,000

1980 1985 1990 1995 2000 2005 2010

are different types of natural disasters which include but not limited

to: geophysical, meterological, hydrological, and climatologica

Source: Greenprint Performance Report v6, ULI Greenprint Center for Building Performance, 2015
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Resilience

Long-Term
Planning

RATIONALE, CONTINUED

“In the past, many companies would have seen these investments as a means
of burnishing their reputations. But, notably, this is not the top driver. In fact,
the top benefits cited are increased competitiveness, productivity, efficiency,
the improved health of workers and savings that contribute to long-term
business success (see graphic below).”

What do you believe are the long-term benefits of investing in climate change resilience?
Please select all that apply.

“A broader range
of risks will
emerge. New
risks will emerge.
Climate change
risk, accelerating

The ability to attract and
retain top talent

Greater productivity and lower
absenteeism due to improved air quality
or the availability of green city spaces

Improved health of workers

behavioral
Lower utility costs through energy change and
efficiency or water conservation measures L . .
political risk will
be key.”

Improved supply chain efficiencies

Source: Real Estate
2020, PwC, 2014

Improved stakeholder relationships
as a result of collaborationswith
government, NGOs or others

Ability to improve our reputation as a
responsible business

Improved competitiveness by preventing or
reducing the possibility of disruptions.

Other

| | | |

| |
10 20 30 40 50 60

=]

Source: Building Climate Change Resilience in Cities, The Economist Intelligence Unit, 2014

ADDITIONAL RESOURCES STAKEHOLDER OBSERVATIONS

y ¢

WORKING DRAFT

Brown discounts

\y. Increased speed of

0 depreciation

(D Lower occupancy
(U opmpertyvalue decrease rates
Q due to changes in planning/
transport policy Shorter
tenancies

o Inability to compete with
newer, greener properties
Higher risk exposure of non-sustainable
portfolio [more volatility)
Failure to meet sustainability benchmarking
criteria of potential investment partners

o Decrease in value due to
low energy rating

Inability to lease due to
new regulations

Extreme weather events o

Flooding ()

Unintended consequences

Subsidence o Gty
maintenance
Increased temperatures ° regimes

Changing rainfall patterns o

Decreased future occupant
comfort and satisfaction

Missed
opportunities

“There are different risks evaluated at the various stages of the building life
cycle, but all can be considered ways in which to ‘future-proof’
investments.”

Source: The Business Case for Green Building, WGBC, 2013

Returns on Resilience, by the Urban
Land Institute uses ten detailed case
studies to demonstrate the business case
for investment in resilience, spanning a
diverse range of geographical locations

| and climate-related risks.
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“Resilience assessment and management faces the challenges of a long time horizon and high degree of uncertainty. We don’t have
an answer to those, but we do think more practically about portfolio mix and diversification.”

“We are working to determine the actions we will take to mitigate risk. First, we are evaluating what investments will help promote
and strengthen resilience in natural infrastructure in natural disaster-prone areas. For that, we’re thinking at the collaborative level,
investing in joint solutions. Second, we conduct a robust analysis, rigorous in breaking down on cost-value basis how we should
proceed, which we support with a collaborative stakeholder exercise.”
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RATIONALE

“For most employers meanwhile, a healthy, happy workforce
is a vital component of a productive, successful business in the

long-term. Staff costs, including salaries and benefits,

typically account for about 90% of a business’ operating costs
(as the diagram shows). It follows that the productivity of
staff, or anything that impacts their ability to be productive,

should be a major concern for any organization.”

Typical business operating costs’

10% Variation

\ A 10% variation applied
e 1% equally to each cost has a far
from equal impact

;
: Energy costs
o |® 9% 0 1
o | +/— 0
@ Rental costs
o « 1%
® ® 90% Energy costs
® Staff costs in
: ;alanfe:s and > / O 9 -
enefl’ —

: [ A)
: Rental costs

- 0
° i U %
® Staff costs

Source: Health, Wellbeing & Productivity in Offices, WGBC, 2014

CURRENT PRACTICES

Taking Care of ‘
People \—

CONCEPT

Given the amount of time people spend
indoors, buildings have the potential to
be a large positive or negative influence
on the health of their occupants.
Improving the impact of real estate on
people is a growing interest as more
significant returns continue to be found.

STAKEHOLDER OBSERVATIONS

Occupant Health and Wellbeing

WORKING DRAFT

LEADING PRACTICES

“We are doing random acts of health promotion. That’s not to

say they are not individually good, but they are not linked in an

effective way. Understand where you are putting your effort
and design a coordinated intervention.”

“Everyone is concerned about air quality. But what does that
mean? There aren’t yet any legal standards.”

“Health and wellbeing is a major part of our operations. The
scientific basis is there and we know with certainty that for
our tenants in medical office space, it is important.”

4
4

Assess health and wellbeing opportunities
and risks across the portfolio

Consider a wide array of stakeholders,
including REIT employees, tenants, building
operators, guests, customers, etc.

Weigh each stakeholder’s input based on
collaboratively-determined criteria and
prioritize action accordingly

Begin evaluating opportunities before
required by regulation, as small changes can
reap large rewards

Prioritize metrics to measure and report
based on their impact to business and ease
of measurement

Utilize a vast body of research or conduct
your own micro-experiments to
demonstrate the business case to key
decision makers

The REIT survey indicated that greater attention is still given to environmental issues than to social and governance issues. This is reflected in answers about spending, data collection, and goal-setting, as
shown below. To this, one stakeholder reacted: “I am surprised by these results . My perception is that in most REITS, governance-related function and social functions are more mature than environmental.
Governance important to publicly-traded REITS. Maybe it varies by sector? Or perhaps it is the result of more environmentally-focused people responding to the survey.”

Spending
Environmental _
Social & MO
Governance
0% 50% 100%

Data Collection Goals
e Tt T T
B T T a
T

25% 50% 0% 25% 50%

@ Accounthvility
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Energy, Water, Waste

Suppliers, Stakeholder Engagement, Third Party Assurance,
Occupational Health and Safety, Diversity
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RATIONALE, CONTINUED

WORKING DRAFT

Occupant Health and Wellbeing

Taking Care of
People

O

Small changes to

building operation and layout can make drastic changes to occupant comfort and to the bottom

line. The operational productivity and health benefits of LEED-certified buildings, as determined in a net present
value analysis, are shown in the graphic below.

C

OUTSIDE VIEWS

Mental Function
& Memory

10-25%

BETTER

?@ Prof:s“s‘ 9 Hg:p;tal
2‘7_ in ays
6-12% 8.5%
FASTER SHORTER

C

DAYLIGHT C SYSTEMS

Students achieve

5-1

HIGHER TEST SCORES

v 20-26%

Productivity Increases by

23%

from better lighting

11%

— ey

MORE PRODUCTIVE

4%

15-40% @ o
FASTER L’I‘iﬁﬁéﬁﬁ 3 / 30/0

from individual temperature control

Source: The Business Case for Green Building, WGBC, 2013

ADDITIONAL RESOURCES

DESIGN FOR
SOCIAL
SUSTAINABILITY

Health, Wellbeing &
Productivity in Offices, by the
World Green Building Council
puts forward the best and latest
information on building design
feature that are known to have
positive impacts.

Integrating Health and Safety
in the Workplace, by Loeppke et
al. aims to establish a replicable,
scalable framework for advancing
the concept with a system of health
and safety metrics, modeled after
the Dow Jones Sustainability Index.

Design for Social
Sustainability, by Future
Communities provides a
framework for the social
elements of sustainability in
communities.
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Health and wellbeing was ranked as one of the top two most important social reasons
for building green in every region of a global study, suggesting that “there is a
unifying global opinion on how green building can improve the human condition.”
Regions studies included USA, Australia, Europe, UAE, Singapore, Brazil, and South
Africa.

Source: World Green Building Trends, McGraw Hill Construction, 2013

“Our initial research and discussions produced a list of almost 40 possible health,
wellbeing and productivity outcome metrics. This was far more than we expected most
businesses could or would want to use. The group narrowed the list of outcome metrics
down and compiled a 4-quadrant schematic (see below) to separate out the outcomes by
ease of measurement and impact on business. This process informed a final list of seven
metrics.”

Staff numover
R Retiwticn

Corporate impact/Relevance

Source: Health, Wellbeing & Productivity in Offices, WGBC, 2014
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Welltower (formerly Health Care REIT)

Equity Market Cap $22.86 Billion (as of Dec 15, 2015)

GEOGRAPHIC DISTRIBUTION

Occupant Health and Wellbeing: A Case Study

KEY LEARNINGS

The company truly believes that it is more than just real estate: we see the role we play in
affecting the delivery and experience of health care delivery.

WORKING DRAFT

Interviewee: Mr. Rick Avery
Title: VP — Sustainability/Engineering/PM

Sector:

Health Care

“The company is very much focused on culture, having a positive workplace, and doing all the

right things for our people.” Their signature corporate wellness program, REITLIFE, includes health

screenings, healthful meal solutions, monthly educational programs featuring expert guest

speakers and individual and team fitness challenges. Sustainability
Other Properties: UK, Canada Annual A.naIYSts &
, Sustainability Ratings Groups
Metering
Report (GRI)
UNIQUE ADVANTAGES
CDP
v Integration of ROI’s at .

(7)) . Competitors
sustainability into I‘.’I.I) project- GRESB P _
business model (@) level LEED Senior

@] 2 Management

v" Holistic approach to E Measure Social g -
sustainability t Media o ’é E
N
= o 8 S
v’ Corporate commitment o - ,35, S
to broader health care < Education s REIT
issues Z & Training Improve Analyze External - |

S Verification o - : Employees

)

(7s]

CR STAFF - TIME USAGE Annual goals Internally-developed
at asset level Benchmarking and Investors

Implementation

Recognition
Program

“We had our first serious request
from a pension fund in late 2015. We
had spent the past several years
reporting, with as lot of head-

g *  Energy use reduction * Number of certified buildings scratching about its value, and finally
E *  GHG emissions * Building participation in Energy Star "o importance s recognized.

60 % S *  Water use * Recycling at HCN’s medical office portfolio
E * Diversity metrics * Employee survey results

Reporting
éyﬁg National Association of .
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WORKING DRAFT

Welltower (formerly Health Care REIT)
Equity Market Cap $22.86 Billion (as of Dec 15, 2015)

Interviewee: Mr. Rick Avery
Title: VP — Sustainability/Engineering/PM

Occupant Health and Wellbeing: A Case Study

STANDARDS, RATINGS, AND FRAMEWORKS

k) CHALLENGES
..g — ~
E * Relative significance of “In sustainability,
energy use comgared tq it's not like
revenue for medical office .
@ buildings someone wins
» a0 and someor?e
2 5 = * Limited influence over loses. At this
& L < some properties stage, what
c>) QE)-‘ % - sustainability
“ = 5‘ * Developing vision of the real{y means 15
c . trying to get
S value of reporting everyone to
* Lack of clarity and peﬁ‘orr;’) ”
- Control comparability around excellently.
ﬁ sustainability metrics
Internal External
AUDIENCE
VP — Sustainability,
Occupant Health and Wellbeing is f \ Engineering and Project I
Amongst Top Sustainability Priorities “All three legs of " Management E . ‘ ‘
for Budget Allocation the sustainability i S
stool — 3 * Leads HCN’s - I
1. Governance governance, & sustainability g :
*  Policymaking social, > program o
*  Stakeholder engagement environmental — 5 _ ';, |
they're really T ° [Executescapital -
2. Social embedded in the << investments and <2E
* Employee survey programs company culture. = operational (@) I
«  Professional development We’re catching up |<_: enhancements in the [ I - —
*  Health and wellness now in (%] medical office ‘2) Sustainability
documenting it a portfolio S Analyst Manager
3. Environmental being able to s
*  Operational enhancements measure it, and * Facilitates Welltower Real Estate Management
»  Modernization of portfolio talking about benchmarking Team & Operating Partners
performance.” activities

@ Accountavility

o /
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WORKING DRAFT
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