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INVOLVE

@ Accountavility

Methodology — 2015

LEADING
PRACTICES
TOOLKIT

Source: AccountAbility Institute, 2015
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Process Outcome

SURVEY =» CURRENT PRACTICES

INTERVIEWS =»  CASE STUDIES

ENGAGEMENT . STAKEHOLDER
WORKSHOP OBSERVATIONS

RESEARCH =—»  RATIONALE




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®
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Methodology — Big Picture

YOU ARE HERE

LEADING
PRACTICES
TOOLKIT

ENGAGE

TOOLKIT
REVIEW:
ENABLERS &
BARRIERS

MATERIALITY
ASSESSMENT:
FOR REITS &
FOR NAREIT

IMMEDIATE
STEPS FOR
REITS

MAKING IT HAPPEN

NAREIT 2016
PLAN:
PROVIDING

MATERIAL
ASSISTANCE
REIT
LONG
TERM
PLANS

Source: AccountAbility Institute, 2015
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Methodology — 2016

ENGAGE MAKING IT HAPPEN

LEADING
PRACTICES
TOOLKIT
ULl NEAR-TERM
. . REVIEW: e T COLLABORATION: IMPROVED
ENABLERS & SR REITS & NAREIT PERFORMANCE
BARRIERS T
NAREIT 2016
HE
PROVIDING REIT LONG
SUPPORT & TERM
. . MATERIALITY GUIDANCE PLANS &
ASSESSMENT: GOALS

FOR REITS &
FOR NAREIT

Source: AccountAbility Institute, 2015
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Methodology — 2016

ENGAGE MAKING IT HAPPEN

Leader in the
Light Working

Forum
Day 1
LEADING
PRACTICES
TOOLKIT
LBy NEAR-TERM
. . REVIEW: e T COLLABORATION: IMPROVED
ENABLERS & s REITS & NAREIT PERFORMANCE
BARRIERS T
NAREIT 2016
. . PLAN:
PROVIDING REIT LONG
SUPPORT & TERM
. . MATERIALITY GUIDANCE PLANS &
ASSESSMENT: GOALS

FOR REITS &
FOR NAREIT

Leader in the
Light Working
Forum
Day 2

Source: AccountAbility Institute, 2015
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EXTERNAL

Occupant
Health and
® Wellbeing

Materiality
: )
o. ®
[ J

IMPACT

IMPORTANC

=

Standards,
Ratings, & Stakeholder
Frameworks Engagement

Collaboration

{ a
a’t

d

%, National Association of
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Key Take-Away: Goal-Setting & Impact

PARIS AGREEMENT 2015

4.0°

35°

Current

Trajectory: ey’

2.7°C 25°
200
150
1.00

05"

I'I'I'I'I'ﬂ'i'l']

Paris

u— \creement:

1.5°C

“...significant gap between the aggregate effect of
Parties’ mitigation pledges in terms of global annual
emissions of greenhouse gases by 2020 and aggregate
emission pathways consistent with holding the
increase in the global average temperature to well
below 2° C above pre-industrial levels...”

@ AccountAbility

PARTIES AGREE TO SET GOALS

Article 4, Paragraph 2. Each Party shall
prepare, communicate and maintain
successive nationally determined
contributions that it intends to achieve.
These goals will:

\/ Update and progress every 5 years

v/ Provide a reference point (base year)

\/ Provide the time frame for implementation

‘/ Provide assumptions and methodology

_._,”4., National Association of
¢, <> Real Estate Investment Trusts®
*$" REIT: Bu and Diversificats



Key Take-Away: Goal-Setting & Impact

PARIS AGREEMENT 2015
NON-STATE ACTORS ALSO SET GOALS

v 2,254 CITIES /425 INVESTORS

@)(Cc)0 ¢
v/ 150 REGIONS / 235CSOs SN R s

v/ 2,034 COMPANIES /' 10,825 TOTAL COMMITMENTS

GREEN _BONDS INTERNAL PRICE
ON CARBON

—
=
- I I d
— Digital Realty ~ Hannon Armstrong Vornado Iron Mountain
— 5015 5015 5014 Host Hotels & Resorts
(2
=

EMISSION

REDUCTION
TARGETS

AvalonBay Host Hotels & Kimco Realty Prologis Weyerhaeuser% o Aeocion o

< Real Estate Investment Trusts®
~
REIT:

@) Accountabilit Communities Resorts 12 0" T Bl Do D



Key Take-Away: Sustainability Reporting
Sources: AccountAbility Institute Research, 2016
CR reporting stabilizes at a high level
1993 1996 1999

KPMG Survey of Corporate Responsibility Reporting, 2015, 2013
2002
| |

2013

2015

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies

Source: KPMG Survey of Corporate Responsibility Reporting 2016

@ Accounthvility
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Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016

CR reporting stabilizes at a high level KPMG Survey of Corporate Responsibility Reporting, 2015, 2013

1993 1996 1999 2002 2013 20156
| | |
‘ |
12% 18%

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies
Source: KPMG Survey of Corporate Responsibility Reporting 2016

Less than 30% of NAREIT’s Members Report on Sustainability

NAREIT Members reporting (CDP, GRI) 27) - FTSE-NAREIT Index producing formal CSR report
Source: AccountAbility Survey 2015 Source: SASB Public Comment Letter
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Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016

CR reporting stabilizes at a high level KPMG Survey of Corporate Responsibility Reporting, 2015, 2013

1993 1996 1999 2002 2013 2015

c o O

12%  18% (2R

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies
Source: KPMG Survey of Corporate Responsibility Reporting 2016

Less than 30% of NAREIT’s Members Report on Sustainability

NAREIT Members reporting (CDP, GRI) 270 FTSE-NAREIT Index producing formal CSR report
Source: AccountAbility Survey 2015 Source: SASB Public Comment Letter

Leader in the Light Working Forum 2016 Attendees

. - 50+ pages 9
No Sustainability pag 23%

Information Available

25-50 pages 17% Source:
AccountAbility
17% Institute Research,
Formal CR 2016

Reporting

43%

éy?@' National Association of
7 Real Estate Investment Trusts®
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Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016
CR reporting stabilizes at a high level KPMG Survey of Corporate Responsibility Reporting, 2015, 2013
1993 1996 1999 2002
| |

2013 2015

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies

Source: KPMG Survey of Corporate Responsibility Reporting 2016

CR reports referring to the GRI Guidelines

NARHTLWL

NlOO

0% ! ! 100%

I 35%

69%

@ Accounthvility
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Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016
CR reporting stabilizes at a high level

KPMG Survey of Corporate Responsibility Reporting, 2015, 2013
1993 1996 1999 2002 2013 2015
| | |
‘ |
‘ 35%
12%  18% (2N

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies

Source: KPMG Survey of Corporate Responsibility Reporting 2016

CR inclusion in annual financial reports

NAREIT LitL N100

0%

100%

30%

56%

@ Accounthvility
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Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016

CR reporting stabilizes at a high level KPMG Survey of Corporate Responsibility Reporting, 2015, 2013

1993 1996 1999 2002
| | |

c o O

12%  18% (2O

2013 2015

W N100 CR reporting rate
W G250 CR reporting rate

Base: N100/G2E0 companies
Source: KPMG Survey of Corporate Responsibility Reporting 2016

Stakeholder engagement process clearly
explained in CR Report

N100 NAREIT LitL

0% 100%

38% 71%

g._\ﬁ.s»’ National Association of

@ AccountAbility % & Real Estate Investment Trusts®

18 %" REIT:: Building Dividends and Diversification®



STAKEHOLDER ENGAGEMENT MECHANISMS

ENGAGEMENT TYPE FREQUENCY

RESULT

page 1

OUR APPROACH ENVIRONMENT SOCIAL GOVERNANCE

= Community meetings before, during and after development of properties
Employee voluntearism
Donations te nonprofit and charitable organizations

Annual Customer Advisory Board meetings in the U.S. and Europe
Dedicated relationship contacts

SHAREHOLDERS NAREIT Conferences Bi-Annually Increased awareness of HCP’s envi
and social performance; obtained
further value generating opportun
Investor Conferend
03 R Ot s 2014 Corporate Responsibility Repor
3 G4-24,G4-26, G4-27
Our Commitment to
TENANTS AND Tenant Satisfactiof  COTPOrate Responsibility
OPERATORS
Green Team Meeti
KEY STAKEHOLDER
PRAIES ENGAED Stakeholder Engagement
Site Evaluations Mechanisms
Customers. * Regular customer feedback coBieded |
Customer Advisary Basrd (CAB), Legal
* For examgle in North Amerca, surveys| DL LA STty GRI Ga-27
Tenant Newsletter + Addtianal requiar “courtesy call tocy . g
Communities
B |
Customers
PROPERTY HCP MOB and Life| o
Employees « Online globial emyioyes concyl
MANAGERS : ) pe‘vf:v?t::e mm;ms:mc?cm

* Regular feedback vialine managers

Biannual customer satisfaction surveys
Meaetings with top customers

meetings.
* Front-ine fiekd employees participate Redlands, California
* Mutipie ane-way and twa-wsy cormm]

Employees

st I 5 mestiogal Government:
* Quarterly eamings teleconferences &
 Regular industry-and  Ercker-sponsor| Industry Assq
roadshons.
Media
Non-profit « Feadiack from pariner organuations
ship « Disc ective grantr Nongovern;
i o Organizat
* Raguisr volunteer evenits and activites]
Shareholders|
Brokers
Suppliers

STAKEHOLDER GROUP LEVEL OF ENGAGEMENT ENGAGEMENT AFPROACH

Sharvholders and Ovgntzaniomd el + One-on-one diagie widh
JoineVanture Pirmers ndvidalz and Instinsgon:

+ Dwocx diziogus with dojnectic aad
torarnational [CHTC VeNTITE JArtHors:

nazional, regional, and focal tenant

@ AccountAbility 19

representatives
« Parddpation In joint indusery

SPECIFIC TOPICS OF DISCUSSION




Key Take-Away: Sustainability Reporting

Sources: AccountAbility Institute Research, 2016

CR reporting stabilizes at a high level KPMG Survey of Corporate Responsibility Reporting, 2015, 2013

1993 1996 1999 2002
| | |

|
‘ ‘ 35%
12% 18% (IOA

W N100 CR reporting rate
W G250 CR reporting rate

2013 2015

Base: N100/G2E0 companies
Source: KPMG Survey of Corporate Responsibility Reporting 2016

Materiality explained in CR Report

NAREIT LitL

0% 100%

25%

‘._‘9«_», National Association of

@ AccountAbility 4, & Real Estate Investment Trusts®
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Key Take-Away: Materiality

Almost two-thirds of stakeholders
are not conducting materiality
assessments, many of whom are not
aware of or lack the knowledge on
the fundamental assessment of ESG
related risks and opportunities.

80 participants had over 90 different
priorities for the built environment.

ety Determi,,a,,_
O,
2

8
pe"formance Engageme“

E S S
RESpONSIVENESS MBEDEDNES COMPLETENES

Source: AccountAbility Institute, 2010

@ Accounthvility

No, but we plan to

24%

“Lack of awareness”

“Not sure what this
Do you
conduct a °
formal ESG
Materiality
“Not entirely sure
ssessment: what this means”
A t?

Yes

38%

“Have not yet seen
the need”

This should be aligned and priorities must
be acknowledge through a rigorous
materiality assessment - Serving as a
foundation for sustainable practices moving

forward.

21



Critical Success Factors

EXTERNAL
ACTIVITY
Occupant
Health aimd Materiality OPEN DlSCUSSlON &
AWellbelng INTERNAL % .... POSTER AT EACH TABLE
8‘ ®
B ‘ a IMPACT

\“‘I""f
o\ /73
30-40

minutes

‘n t32

Resilience -
Organizational

Structure
Standards,
Ratings, & ‘ [ ‘ Stakeholder
Frameworks Data Collection k E:gagement
& Analytics Q Goal-Setting e : O
o ® ®

Spending

Collaboration

{ a
a’

_.“'*“v’ ation: iation of
. <, . Real Estate Investment Trusts®
I
@ AccountAbility 22 %% REIT:: Building Dividends and Diversification®



LEADING
PRACTICES
TOOLKIT

@ Accounthvility

Methodology — 2016

ENGAGE MAKING IT HAPPEN

Leader in the
Light Working
Forum
Day 1

NAREIT 2016
PLAN:
'gnT':'PESDI:gLE PROVIDING
TOOLKIT AT MATERIAL
REVIEW: ASSISTANCE
ENABLERS & REIT
BARRIERS NEAR-TERM LONG
COLLABORATION: TERM
REITS & NAREIT PLANS

MATERIALITY
ASSESSMENT:
FOR REITS &
FOR NAREIT

Leader in the
Light Working
Forum
Day 2

Source: AccountAbility Institute, 2015
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