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This whitepaper is published by 11O and the CRREM initiative with the support of EPRA
(The European Public Real Estate Association is a non-pront organization representing
the interests of European listed real estate companies) and UNEP FI (The United Nations
Environment Programme Finance Initiative).

We would like to thank all of our interview partners for supporting us with the project.

We would also like to thank Dr. Glenn Leihner-Guarin for his comprehensive proof-
reading of our report!
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Large parts of the real estate industry have recognized the
need to decarbonize their sector. Net Zero Commitments
are a step in the right direction, but the implementation of
Net Zero strategies and the corresponding transition plans
often fall short of these commitments, unknowingly expos-
ing many companies to a risk of litigation and accusations of
greenwashing. The real estate industry must therefore be
more transparent and efnicient in implementing its Net Zero commitments, addressing
the full scope of emissions and taking immediate and sincere action.

The Green Governance approach aims to support market participants in setting, im-
plementing and assessing their corporate Net Zero commitments, as well as providing
real world best practices and proposing the necessary measures to be taken. We believe
that it is only by taking this holistic approach that companies will be able to effectively
mitigate their transition risk and achieve their long-term carbon reduction goals.
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It is a privilege for me to lead our journey toward Green
Governance in the European Listed Real Estate (LRE) sector
on behalf of EPRA. Our associationis mission and vision extend
beyond advocacy; we are setting a standard for excellence in
sustainability that encompasses economic, environmental, and
social dimensions. Initiatives like EPRAIs Sustainability Best
Practices Recommendations (sBPR) and the sBPR Awards
demonstrate our commitment to transparency and excellence, encouraging the LRE sector
to adopt sustainable practices that benent the economy, the planet, and our communities.

This white paper embodies our dedication to sustainable development within LRE. It
outlines the current regulatory environment with its risks and opportunities, simplines
ESG concepts, and points to strategies and practical tools for achieving Net Zero emis-
sions. Our aim is to empower industry stakeholders to transform real estate into a force
for good, leading the way in environmental stewardship and community well-being.

The journey to sustainability is challenging and our view is that only collective effort and
commitment will be the solution to achieve a sustainable and resilient LRE sector prom-
ising a better future for all.
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Since 2017, UNEP FI has engaged with nnancial institutions
throughits Climate Risk and the Taskforce on Climate-related
Financial Disclosure (TCFD) programmes to develop tools,
frameworks, and guides aimed at aiding nnancial institutions
in identifying, assessing, managing, and disclosing climate
risks. Along that journey, CRREM has been an indispensable
partner in the real estate sector.

The real estate sector represents nearly 40 % of global emissions, and perhaps 2/3rds of
the buildings today will still be standing in 2030. Therefore, the quest for a sustainable
Net Zero future runs through the built environment. UNEP FI worked with CRREM and
its innovative approaches to help nnancial institutions determine the actions they could
take to reduce emissions in their real estate assets and manage potential transition risks.

Ever more organizations in the real estate sector have been establishing emission
reduction targets. These are critical to deliver Net Zero and to mitigate transition risk.
However, success will be determined by the actions taken, rather than the commitments
made. Continuing on the decarbonization pathway requires robust governance through-
out the organization, particularly in addressing sustainability risks. From senior execu-
tives and the board to the different divisions of a hrm, effective governance implies a
rethink of roles and responsibilities.

This report offers a valuable framework for the implementation of green governance
within nrms in the real estate sector. It focuses on specinc measures for setting targets and
formulating feasible strategies, aligning organizational structures with transition plans,
and establishing monitoring and reporting commitments through a self-assessment tool.
The report not only presents opportunities for nnancial institutions to enhance their
own governance procedures but also emphasizes their role in supporting clients with
successful transition plans and achieving climate goals. It underscores the importance of
sound governance in ensuring accountability and meeting the challenges the transition
will present.
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IIGCC has been a long-term supporter of CRREM, recom-
mending the methodology to asset owners and asset man-
agers to assess alignment of real estate assets to Net Zero
in the Net Zero Investment Framework. We welcome this
: latest publication on climate transition governance and its
, A identincation of best practice for real estate investors. Strong
>l governance of climate risk and ensuring that investors have
the appropriate governance structures in place to meet their
targets and commitments will be essential to take the urgent action that we need to

decarbonize the real estate sector.
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Royal Institute of Chartered Surveyors (RICS) -
Chair of the RICS European World Regional Board

Institute for Corporate Governance in the
German Real Estate Industry (ICG) - Chair of
the Board of ICG Institute Germany

Governance Needs to Become Green

Companies around the world are increasingly alert to the climate emergency. They face
calls from a growing range of stakeholders to take responsibility for the impact of their
activities. Companies now have public climate strategies and targets in place, many
of which include pledges that appear to significantly reduce or even eliminate their
contributions to global warming. The rapid acceleration of corporate climate pledges,
combined with the fragmentation of approaches, means that it is more difficult than ever
to distinguish between real climate leadership and unsubstantiated greenwashing.

Demand for Transparency

Itisnosecretthatbeingtransparent carriesinherentrisks,as aresult of publicstatements
on SDGs and related measures very quickly coming under scrutiny. However, there are
also many opportunities to be found in disclosure: it is an intangible asset for companies.
As stakeholders increasingly refer to ESG information while making decisions, there will
be a growing demand for that information to be accurate, consistent, comparable, rele-
vant, and trustworthy.

There is no question that these criteria apply when discussing financial data. The success
and value of the company, the remuneration accorded the management, the demand of
the market, and the trust of investors, banks, customers, and society are all linked to
and influenced by this data. There is a comprehensive governance system that defines
the criteria :this includes the rules for supervising, management, and auditing. When it
comes to non-financials there is no reason why the system should look any different.

Green Governance - Feasible Net Zero Transition Plans 6



Sustainable Placemaking

The world is rapidly changing, and sustainability is taking center stage. Business man-
agement is no longer solely about being responsible for just assessing economic impact
and risks. Managing a business today means being aware of the economic, social, and
environmental risks to which a company is exposed. In terms of idouble materialityi a
companyis board of directors must take into account not only the risks to the company
(outside-in), but also the risks caused by the company to the environment, stakeholders,
and society as a whole (inside-out). This new responsibility is compounded by a general
lack of regulatory oversight at the international, national, and sectoral levels. Identifying
and promoting real climate leadership, while distinguishing it from greenwashing, is a
key challenge.
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Although uncertainty is driven by actual crises, regulation, and a plethora of open ques-
tions on how to become green without missing onefs Anancial targets, discussions that
seek to separate being green from being successful must end: we cannot afford to
surrender our planet nor shirk our responsibility to subsequent generations. In order to
turn discussion into action, we desperately need to create a Green Governance. This is
notjust one system or solution, butacomplex combination of sufiicient capabilities, data,
technology, processes, and structures. This complex is given impetus by the top-level of
management, but also enfolds and accrues the necessary capabilities and knowledge
throughout the organization.

Itisincumbent on us to build better boards, taking into consideration the type and size of
acompany, and then publishing a competency matrix that shows that endeavors to com-
pletely eliminate any blind spot in order to take the optimal decision in an ever-changing
environment. It must be made clear that rinancials and non-nnancials interact when
reporting on the percentage of sustainable business. The management needs to be
reliable in order to work on what the pledges that they have made. Remuneration should
include pay for sustainability and should be contingent on hitting non-nnancial targets.
Green Governance is no mere call to action but a vital necessity that prepares the com-
pany and its individuals for the audit trail on non-rinancials.

This report aims to show that the industry is comprehensively concerned with showing
how a successful Net Zero Transition Plan can look like and making manifest the
framework conditions that need to be considered. In dealing with the requirements,
chances, and risks but also seeking necessary solutions, this report will help us to effect
a positive change in the built and natural environments.

W
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The Carbon Risk Real Estate Monitor (CRREM) initiative has derived decarbonization
pathways that translate the ambitions of the Paris Agreement (to limit global warming
to 1.5°C by the end of the century) into regionally- and property-type-specinc trajec-
tories against which real estate assets and portfolios can benchmark themselves. The
pathways and the developed freeware tool can be used to derive quantitative ngures
regarding étransition riski (in this case, the risk of assets being stranded due to regulatory
incompliance or market obsolescence). The not-for pront-initiative is supported by the
EU Commission, Laudes Foundation, as well as APG, PGGM, Norges Bank Investment
Management (NBIM). CRREM is the leading global source for benchmarks to reduce the
operational carbon footprint of the build environment. The initiative is aligned with SBTi,
PCAF EPRA, INREV, IIGCC, NZAOA and many other global initiatives and organizations.

Disclaimer: The sole responsibility for the content of this publication lies with the au-
thors. The CRREM/IIO initiative do not accept any liability to any third party in respect
of this report or any actions or decisions made as a consequence of the results, advice, or
recommendations set forth herein. This report does not represent investment advice or
provide an opinion regarding the risk or rentability of any transactions to all parties. No
warranty is given as to the accuracy of the subsequent information.
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AGM
AIGCC
ASX

AT

AuM
BaFin
BAU
BCBS
BPIE
BREEAM

CA100+

CapEx
CBRE IM
CDP
CDSB
CEO
CFO
CO6
CRREM
CSR
CSRD
CTP
DWS
€.g

EC

ECB
EFRAG

EPBD

EPC
EPRA
EPRA SBPR

ESAs
ESG
etc.

EU
EUETS
FCLT
Fed
FMA
FTE

G7

Annual General Meeting

Asia Investor Group on Climate Change
Australian Securities Exchange

Austria

Assets under Management

Federal Financial Supervisory Agency
Business as usual

Basel Committee on Banking Supervision
Buildings Performance Institute Europe
Building Research Establishing Environmental
Assessment Methodology

Climate Action 100+ Net Zero Company
Benchmarking

Capital Expenditures

CBRE Investment Management

Carbon Disclosure Project

Climate Disclosure Standards Board

Chief Executive Officer

Chief Financial Ofricer

Carbon Dioxide

Carbon Risk Real Estate Monitor
Corporate Social Responsibility
Corporate Sustainability Reporting Directive
Climate Tipping Points

Deutsche Gesellschaft fir Wertpapiersparen
exempli gratia fi for example

European Commission

European Central Bank

European Financial Reporting Advisory
Group

Energy Performance of Buildings
Directive

Energy Performance Certincate

European Public Real Estate Association
EPRA Sustainability Best Practice
Recommendations

European Supervisory Authorities
Environmental, Social und Governance
etcetera

European Union

European Union Emissions Trading System
Focusing Capital on the Long Term

Federal Reserve Bank

Financial Market Authority (Austria)

Full Time Equivalent

Group of Seven (Canada, France, Germany, Italy,
Japan, UK, USA)
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GABC
GDP
Gdw

GER
GFANZ
GGBS
GHG
GPE
GRESB
GRI
HR
IAS
ICAP
ICP
IEA
IFRS
1IGCC

INREV

IPCC
IPMS
ISSB
ISA

JLL
KPIs
kwh
LCA
LEED
LRE
m2
MD
MEPS
NDCs
NFDR
NGOs
NYC
NZAM
NZAOA
NzC
NZEB
NZFSPA
NZIA
NZICI
NZIF

Global Alliance for Buildings and Construction
Gross Domestic Product

Bundesverband deutscher
Wohnungsimmobilienunternehmen e\V.
Germany

Glasgow Financial Alliance for Net Zero
Ground Granulated Blast-Furnaced Slag
Greenhouse Gas

Great Portland Estates

Global Real Estate Sustainability Benchmark
Global Reporting Initiative

Human Resources

International Accounting Standard
International Carbon Action Partnership
Internal Carbon Price

International Energy Agency

International Financial Reporting Standards
The Institutional Investors Group on Climate
Change

European Association for Investors in
Non-Listed Real Estate

Intergovernmental Panel on Climate Change
International Property Measurement Standard
International Sustainability Standards Board
International Standards on Auditing
Information Technology

Jones Lang LaSalle

Key Performance Indicators

Kilowatt hour

Life Cycle Assessment

Leadership in Energy and Environmental Design
Listed Real Estate

Square meters

Managing Director

Minimum Energy Performance Standard
Nationally Determined Contributions
Nationally Determined Contributions
Non-Governmental Organization

New York City

Net Zero Asset Manager Initiative

Net Zero Asset Owner Alliance

Net Zero Carbon

Nearly zero-emission building

Net Zero Financial Service Provider Alliance
Net Zero Insurance Alliance

Net Zero Investment Consultants Initiative
Net Zero Investment Framework
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OECD

OpEXx
PAAO
PAREF
PCAF
PFA
PRI
PV
REIT
RICS
SASB
SBTi
SDGs
SEC
SFDR
SHECS

Organization for Economic Cooperation and
Development

Operational Expenditures

Paris Aligned Asset Owners

Paris Realty Fund

Partnership for Carbon Accounting Financials
PerNuoro alkoxy polymers

Principles for Responsible Investment
Photovoltaic

Real Estate Investment Trust

Royal Institution of Chartered Surveyors
Sustainability Accounting Standards Board
Science Based Targets initiative

Sustainable Development Goals

Securities and Exchange Commission
Sustainable Finance Disclosure Regulation
Safety, Health, Environment, Community and
Sustainability
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SRI
TCFD

ULI
UN
UNEPFI

UNFCCC

UNGC
us
US SEC

US-BPS
WEF
WGBC
WLCN
WWF

Socially Responsible Investment

Task Force on Climate-Related Financial
Disclosures

Urban Land Institute

United Nations

United Nations Environment Programme
Finance Initiative

United Nations Framework Convention on
Climate Change

United Nations Global Compact

United States

United States Securities and Exchange
Commission

United States Building Performance Standards
World Economic Forum

World Green Building Council

Whole Life Carbon Network

World Wildlife Fund
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