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Industry can play crucial role in reducing carbon emissions

* Property industry consumes resources and pollutes

* 40% of global consumption raw materials (even 55% of wood)
* At least 30% of global CO2 emissions
* Energy represents 7¢9% of total occupancy cost

 Many energy-efficiency investments in property have positive net present
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* Better insulation, technology, and building management all create shareholder value
at current energy prices (McKinsey, 2009)
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responsibility of pension funds
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So why is focus on environmental issues limited?
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* More information and research needed
* Institutional investors need to communicate that this is priority

2. No financing instruments yet

* Mortgage extensions or stand-alone?

3. Rent contracts do not yet provide the right incentives for building owners and

managers
* @Green rent contracts needed
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* Green investments are long-term so low priority




Global survey of commercial property investors
Supported by institutional investors and industry groups

* APG asked Maastricht University to survey the global universe of property

investors
* Collaboration with PGGM, USS, and industry bodies
* 688 listed property companies and unlisted property funds
* Survey aims are twofold:
1. Create benchmark and tools for engagement
2. Increase awareness and create sense of urgency
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* Implementation issues: environmental information systems, actual consumption of
resource, employee training and remuneration
* Score of 100 means that all potential for shareholder value creation is used, so this is
optimal score for the pension funds




Main findings

Insight in the environmental performance revealing

e Relatively high response rate (198 companies and funds)
e Strong variation in environmental performance across respondents

* Better performers are
from Australia, Sweden, U.K.
listed
large
good financial performers
* Weaker performers are
from Asia, the U.S., southern Europe, Germany
non-listed
* Environmental Real Estate Index is realistic, but is only attained by few property
investors
e Environmental metrics can be reported by a minority of respondents

e Respondents find green investments increasingly important




Response rate nearly 30 percent
Strong difference across countries and investor type

Universe Response Response Rate Response Rate

(# of funds) (# of funds) (Absolute) (Market cap)
Survey Listed
Europe 84 45 54% 80%
u.s. 102 19 19% 31%
Australia 12 8 67% 88%
Asia 13 0 0% 0%
Survey Private
Europe 342 64 19% -
U.S. 92 37 40% -
Australia 6 5 83% -
Asia 37 20 54% -

Total 688 198 29%




Drivers of response rates
Transparency and priority of environmental issues

* Property investors that do not perform well on environmental management may
be less eager to fill out the survey

e |Influence of capital market
* Closely-held funds less likely to respond
* Presence of pension funds in local market increases response rate

e Strong correlation with transparency of national commercial property market
(JLL Transparency Index)

* Size does not matter

e Extrapolating from our sample of respondents might provide an overly optimistic
view on the current environmental performance of the global universe of

property companies and funds




Environmental Real Estate Index: listed
Strong variation across regions

Europe Australia U.S. Asia
45 8 19 0
Management & Policy 46.1% 73.4% 44.9% -
(22.6) (16.3) (22.3)
Implementation & Measurement 35.3% 60.5% 24.2% -
(23.1) (18.6) (13.6)
Total Score 39.6% 65.6% 32.4% -
(21.1) (16.5) (14.6)
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Global environmental leaders: listed
Clear global best practice benchmarks

Rank Company Management Implementation

& Policy & Measurement

Continental Europe

1. Unibail-Rodamco France 83 67 73
2. Castellum Sweden 87 59 70
3. Hufvudstaden Sweden 83 46 60
United Kingdom

1. Big Yellow Group 83 83 83
2. Hammerson 70 89 81
3. British Land Company 61 79 72
United States

1. Vornado Realty Trust 83 37 55
2. Liberty Property Trust 43 56 51
3. Douglas Emmett 74 34 50
Australia

1. GPT 83 89 86
2. Stockland 83 80 81
3. Commonwealth Property Office Fund 91 66 76




Environmental performance by sector

Low score residential investors
Environmental policy better than implementation

Environmental Management & Policy Implementation & Measurement
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Explaining environmental performance
Size, performance, and shareholder composition

Financials
Market Capitalization

(log)
Debt to Total Assets

Return on Assets

Percentage of Closely Held Shares

Property Type Controls
Country Controls
Observations

R-squared
Adj R2

5.620*
[3.014]
-0.0186
[0.319]
0.582
[0.487]
-0.207
[0.159]

Y

61
0.436
0.231

7.897%**
[2.183]
-0.0809
[0.192]
0.978**
[0.446]
-0.296**
[0.129]

Y

61
0.640
0.509

6.994 % **
[2.269]
-0.0562
[0.230]
0.821*
[0.441]

-0.260**
[0.128]

Y

61
0.588
0.439




Environmental Real Estate Index: unlisted
Performance weaker than for funds than for listed companies

Europe Australia U.S. Asia
Sample 64 5 37 20
Management & Policy 29.3% 71.7% 39.1% 24.8%
(17.0) (23.7) (17.9) (22.9)
Implementation & Measurement 17.7% 47.1% 20.2% 15.9%
(14.8) (26.6) (12.3) (13.9)
Total Score 22.3% 56.9% 27.7% 19.4%
(13.8) (23.0) (12.1) (16.9)
Management & Policy Implementation & Measurement
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Global environmental leaders: unlisted

Strong performance Australian funds

United Kingdom

1. Capital & Regional
2. PRUPIM
3. Grosvenor

Continental Europe

1. ING REIM
2. ING REIM
3. Pramerica Real Estate

United States

1. Principal
2. USAA Real Estate Company
3. Normandy Real Estate Partners
Australia
1. GPT Funds Management
2. Investa
3. GPT Funds Management
Asia
Capitaland

Lend Lease Property Investment Services

ING REIM Korea

CRM Fund
M&G Property Portfolio
Grosvenor Shopping Centre Fund

Dutch Office Fund
ING RPFI
TMW Immobilien Weltfonds

[anonymous]
USAA Real Estate Funds (overall)
Normandy Real Estate Funds (overall)

GPT Wholesale Office Fund
Investa Commercial
GPT Wholesale Shopping Centre Fund

CapRet China Incubator
APIC I
ING Korea Fund

57
57
43
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70
52

57
52
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87
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74
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43
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Environmental performance by sector: unlisted
Industrial and residential score low

Environmental Management & Policy Implementation & Measurement
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Policy versus implementation
Property investors talk the talk, but hardly walk the walk
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Environmental metrics measured by respondents
Only Australian investors come close to accurate information

Total energy Total water Total waste  Total waste Total CO, Percentage

consumption consumption collected recycled emissions of Sample
With Smart
(in GWh) (inKlitres) (intonnes) (intonnes) (intonnes) Meters
Europe Listed 31.1% 24.4% 20.0% 17.8% 28.9% 60.0%
Private 6.3% 7.8% 4.7% 4.7% 4.7% 28.1%
u.s. Listed 26.3% 5.3% 5.3% 10.5% 10.5% 42.1%
Private 5.4% 5.4% 0.0% 0.0% 0.0% 27.0%
Australia Listed 62.5% 62.5% 50.0% 37.5% 62.5% 87.5%
Private 80.0% 80.0% 80.0% 80.0% 60.0% 100%
Asia Private 15.0% 15.0% 15.0% 10.0% 5.0% 21.4%
Total 18.7% 15.7% 12.1% 11.1% 13.6% 38.6%




Future proofing
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Number of Companies Fraction of New Number of Zero
Using Green Building Space with Energy Buildings
Standards GDNBSY ¢
Europe Listed 31 15.0% 1
Private 30 10.0% 0
U.S. Listed 15 20.1% 0
Private 22 9.1% 0
Australia Listed 5 51.0% 0
Private 3 65.0% 0
Asia Private 10 14.0% 0




Human resources
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Number of Percentage Number of Percentage
Companies of Sample Companies Linking of Sample
Employing an Environmental
Environmental Performance to
Officer Compensation
(bonus)
Europe Listed 28 62.2% 9 20.0%
Private 19 29.7% 2 3.1%
U.S. Listed 10 52.6% 3 15.8%
Private 16 43.2% 6 15.4%
Australia Listed 8 100.0% 4 50.0%
Private 4 80.0% 4 80.0%
Asia Private 4 20.0% 1 5.0%
Total 89 45.0% 29 14.6%




Respondents find environmental issues important
Positive outlook for future or window dressing?

Environmental performance no longer a Drivers for environmental issues stronger in
priority due to economic downturn? five years?
45% .
50% 43%
37%
9%
7% 7%
4%
0% 4 0%
Strongly Disagree Neutral Agree  Strongly agre: Strongly Disagree Neutral Agree  Strongly agre:

disagree disagree




Conclusions and implications

Still a lot of untapped potential for value creation through energy-efficiency
investments in property industry
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environmental performance
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e Australia leads the way, provides global best practice benchmark




Where to go from here?

* Property sector
* Establish basic infrastructure to measure environmental metrics
e Start with basic optimization existing portfolio
* Incorporate environmental issues in investment strategy

e |nstitutional (end)investors
* Use environmental benchmark to assess existing investments
* Active engagement with largest investments (APG)
* Screening of new investments on environmental policy & implementation

* Environmental Real Estate Index is dynamic
* Repeatsurveyin Ql 2011
* Increase response rate
* Evaluate impact of engagement




