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THE SIX PRINCIPLES

PREAMBLE TO THE PRINCIPLES

As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. In this fiduciary role, we
believe that environmental, social, and governance (ESG) issues can affect the performance of investment portfolios (to
varying degrees across companies, sectors, regions, asset classes and through time). We also recognise that applying these
Principles may better align investors with broader objectives of society. Therefore, where consistent with our fiduciary
responsibilities, we commit to the following:

We will incorporate ESG issues
into investment analysis and
decision-making processes.

We will be active owners and
incorporate ESG issues into our
ownership policies and practices.

We will seek appropriate
disclosure on ESG issues by
the entities in which we invest.

We will promote acceptance and
implementation of the Principles
within the investment industry.

We will work together to
enhance our effectiveness in
implementing the Principles.
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activities and progress towards

6 We will each report on our
implementing the Principles.

PRI's MISSION

We believe that an economically efficient, sustainable global financial system is a necessity for long-term value creation. Such
a system will reward long-term, responsible investment and benefit the environment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and
collaboration on their implementation; by fostering good governance, integrity and accountability; and by addressing
obstacles to a sustainable financial system that lie within market practices, structures and regulation.

PRI DISCLAIMER

The information contained on this document is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied upon in making an investment
or other decision. All content is provided with the understanding that the authors and publishers are not providing advice on legal, economic, investment or other professional issues and services. PRI Association is
not responsible for the content of websites and information resources that may be referenced. The access provided to these sites or the provision of such information resources does not constitute an endorsement
by PRI Association of the information contained therein. PRI Association is not responsible for any errors or omissions, for any decision made or action taken based on information on this document or for any loss or
damage arising from or caused by such decision or action. All information is provided “as-is” with no guarantee of completeness, accuracy or timeliness, or of the results obtained from the use of this information, and
without warranty of any kind, expressed or implied.

Content authored by PRI Association

For content authored by PRI Association, except where expressly stated otherwise, the opinions, recommendations, findings, interpretations and conclusions expressed are those of PRI Association alone, and do
not necessarily represent the views of any contributors or any signatories to the Principles for Responsible Investment (individually or as a whole). It should not be inferred that any other organisation referenced
endorses or agrees with any conclusions set out. The inclusion of company examples does not in any way constitute an endorsement of these organisations by PRI Association or the signatories to the Principles for
Responsible Investment. While we have endeavoured to ensure that information has been obtained from reliable and up-to-date sources, the changing nature of statistics, laws, rules and regulations may result in
delays, omissions or inaccuracies in information.

Content authored by third parties
The accuracy of any content provided by an external contributor remains the responsibility of such external contributor. The views expressed in any content provided by external contributors are those of the
external contributor(s) alone, and are neither endorsed by, nor necessarily correspond with, the views of PRI Association or any signatories to the Principles for Responsible Investment other than the external

contributor(s) named as authors.



EXECUTIVE SUMMARY

This report analyses data from the 2023 PRI Reporting
Framework, focusing exclusively on insights from the
policy, governance and strategy (PGS) and real estate
(RE) modules. The findings indicate advanced responsible
investment practices by real estate investors, as well as
areas where further progress can be made.

Real estate investors are increasingly integrating human
rights considerations and climate-related metrics into their
investment strategies, reflecting an understanding of the
direct impacts these factors can have on investments,

and vice versa. However, some gaps remain, particularly

on human rights, where the comprehensive use of
frameworks such as the UN Guiding Principles on Business
and Human Rights, a foundational baseline for investors to
take action on human rights, appears limited.

The data suggests that while the vast majority of real
estate investors are increasingly integrating asset class
specific ESG guidelines into their responsible investment
policies, far fewer incorporate responsible investment
commitments into constitutive fund documentation. This
dichotomy suggests a foundational understanding and
acceptance of ESG principles across the sector, but less
willingness or capacity to enshrine the same into formal
commitments and action.

2024

Green building certifications are most commonly used to
inform ESG materiality analysis in real estate, reflecting a
consistent approach within the industry. However, this can
result in a greater focus on environmental as opposed to
social or governance factors given that certifications tend
to cover the former in more detail. While it is common for
real estate investors to use green building certifications
when analysing potential investments, nonetheless most
signatories report that only a minority of their assets
actually receive the certifications. This is possibly due to
the resources required and the limited focus on ongoing
operational performance.

Post-investment, the data indicates that real estate
investors understand the importance of strong ESG risk
management and value creation practices. However,
implementation appears inconsistent, particularly among
smaller investors who may lack the necessary resources for
consistent action.

Similarly, at exit, the data points to how strong

ESG practices and performance may influence the
attractiveness of assets to potential buyers, with larger
investors particularly proactive in sharing ESG-related
information.




ABOUT THE DATA

POLICY, GOVERNANCE AND STRATEGY MODULE: 9%
= The data analysed in this module was publicly disclosed
by signatories during the 2021 and 2023 reporting cycles. 5%

= The data covers signatories with >10% AUM in real el
estate, or 395 signatories. )

= The data was highly correlated, yet it is important to
note that this does not necessarily confirm causation, / i

given the sample of investors have holdings across asset / N
classes. / }

= There have been some changes in indicator wording from Global signatory

100%
2021 to 2023. Only data points considered equivalent base
across both reporting cycles have been analysed. iy k

REAL ESTATE MODULE: AN

= The data analysed for this module was publicly disclosed

by signatories during the 2023 reporting cycle.

= The data cover signatories with >10% AUM in real estate,
or 244 signatories.

= Where some questions are not applicable to the full
sample, percentages have been calculated using as Global signatory base
denominator the number of signatories for which the
indicator is relevant / applicable.

= Asset owners did not report on asset class modules in Bl >10% AUMin real estate - Investment manager

2023, meaning that the analysis covers only data from
investment managers.

. >10% AUM in real estate - Asset owner
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RESPONSIBLE INVESTMENT POLICY
ELEMENTS MORE LIKELY TO BE PUBLIC

Real estate investors’ guidelines on ESG and outcomes are more likely to be public than for signatories as a whole. This
could be attributed to:

= along-standing focus on sustainability, notably energy efficiency, within elements of the real estate industry;

= abroad recognition of how ESG factors, such as physical climate risks, can impact real estate, and of how real estate can
impact those same ESG factors (high carbon emissions, health and safety risks etc);

= demand from clients and beneficiaries for investors to take action.

Which elements of your formal responsible investment policy(ies) are publicly available?

57%

Guideline on 60%

exclusions 47%

51%

40%

Guidelines tailored to the 37%

specific asset class(es) 8%
we hold 4

42%

34%

Guidelines on 38%

sustainability outcomes 41%

49%

56%

Guidelines on 63%

governance factors 63%

66%

55%

Guidelines on 63%

social factors 66%

68%

57%

Guidelines on 65%

environmental factors 67%

71%

85%

Overall approach to 88%

responsible investment 88%

88%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
2021: All signatories . 2021: Signatories with >10% AUM in real estate

. 2023: All signatories . 2023: Signatories with >10% AUM in real estate

Source: Indicator PGS 3. Indicator denominators for 2023: 2859 (global signatory base), 395 (real estate investors).Denominators
for 2021 (ISP 2): 2341 (global signatory base), 234 (real estate investors)




REAL ESTATE INVESTORS MAKE GREATER
USE OF CLIMATE SCENARIOS

Investors in this asset class are more likely to use climate scenarios to assess the resilience of investment
strategies. This can be attributed to:

= the significant impact on real estate of physical and transition climate risks, such as extreme weather and
regulatory changes;

= the potential for property values and operational resilience to decline;
= increased market expectations around sustainability.

Yes, my organisation has assessed at least one climate scenario

42%
All signatories

39%

51%

>10% AUM in

real estate
53%

0% 10% 20% 30% 40% 50% 60%

M 2021 B 2023

Climate scenario source

20%
International Energy
Agency Net Zero
scenario

15%
12%
9%

%
Inevitable Policy Response 3

Forecast Policy scenario 7%

or Required Policy 5%
scenario 7%
1%
One Earth Climate 1%
Model scenario 1%
0%

0% 5% 10% 15% 20% 25%

Investment managers (All signatories)

Asset owner (All signatories)

Investment managers (>10% AUM in real estate)

Asset owners (>10% AUM in real estate)

Source: Indicator PGS 43. Denominators 2023: 2859 (global signatory base), 395 (real estate investors).
Denominators for 2021 (ISP 33): 2341 (global signatory base), 234 (real estate investors)
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MORE REAL ESTATE INVESTORS SHARE DATA
ON TRANSITION AND PHYSICAL RISKS

The greater use of metrics related to transition and physical risks likely stems from factors such as the direct impact of
such risks on real estate and the long-term timeframe of real estate investing.

Additionally, assessing transition and physical risks can be easier in real estate than some other asset classes, given the
fixed nature of the underlying assets. However, the methodologies available remain imperfect and inconsistently applied.

There remains significant scope for greater use and disclosure of climate metrics by real estate investors.

% using and/or disclosing climate metrics

5%
Internal carbon price
4%

Non-ITR measure of portfolio 6%
alignment with UNFCCC Paris
Agreement goals 4%

12%
Implied Temperature Rise (ITR)
9%

14%
Avoided emissions
14%

Proportion of assets or other 18%
business activities aligned with
climate-related opportunities 17%

16%
Other metrics or variables
16%

Did not use or disclose any climate 30%
risk metrics or variables affecting our
investments during the reporting year 25%

32%
Exposure to physical risk
45%

. 33%
Exposure to transition risk
44%

45%
Weighted average carbon intensity
44%

55%
Total carbon emissions

57%

0% 10% 20% 30% 40% 50% 60%

. All signatories . Real estate

Source: Indicator PGS 45. Denominators: 2859 (global signatory base), 395 (real estate investors).




UPTAKE OF HUMAN RIGHTS
FRAMEWORKS LIMITED

Real estate investments have a tangible impact on communities and individuals. In many jurisdictions, there is a
requirement for real estate developments to carry out social impact assessments to obtain necessary licences/permits.

= However, the figures suggest that only a third of real estate signatories fully align with the UN Guiding Principles on
Business and Human Rights (UNGPs).

= A small minority enable access to remedy where appropriate.
= This underlines the need for more systematic processes to identify, assess and mitigate human rights impacts.

50%
45%

45%

41%
40%
35%

31% 31%
30%
25%
20% 19%
15%
1%

10%
5%
0%

Have publically Using UNGPs to identify Assessing the human Enabling access

available guidelines on sustainability outcomes rights context of to remedy
human rights investments

. All signatories . Real estate

Source: The graph presents figures from multiple indicators: PGS 3, PGS 47.1, PGS 49, and PGS 50.
Denominators: 2859 (global signatory base), 395 (real estate investors).
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ASSET CLASS-SPECIFIC ESG GUIDELINES
COMMON IN RESPONSIBLE INVESTMENT
POLICIES

The data suggests a strong foundation for ESG integration in real estate investments across many signatories, but also
points to areas for improvement. These include:

= the specificities of different real estate categories and geographic differences;
= going further into the value chain;

= integrating ESG factors post-investment;

= translating ESG guidelines into formal commitments within fund documents;

= only 38% of respondents reported routinely including responsible investment commitments in Limited Partnership
Agreements (LPAs) or similar documents;

= as many as 26% did not formalise such commitments within the past year.

What real estate-specific ESG guidelines are currently covered in your organisation’s responsible investment policy(ies)?

Guidelines on pre-investment screening 75%

Guidelines on our engagement approach related

to tenants 69%
Guidelines on our approach to ESG reporting 69%
Guidelines on our ESG approach to real estate depending on use

(e.g. retail and education) and geography 55%
Guidelines on our engagement approach related to 50%

construction contractors

Guidelines on our approach to ESG integration into short-term

or 100-day plans (or equivalent) 28%

Our responsible investment policy/ies does not cover real o
estate-specific ESG guidelines 7%

0% 10% 20% 30% 40% 50% 60% 70% 80% Q0% 100%

For all of the funds that you closed during the reporting year, what type of formal responsible investment commitments
did you make in LPAs, side letters, or other constitutive fund documents?

We added responsible investment commitments in LPAs (or %
equivalent) upon a client’s request 7%
We added responsible investment commitments

inside letters upon a client’s request 13%

Not applicable; we have not raised funds in the last

16%
five years

We did not make any formal responsible investment

commitments for the relevant reporting year 26%

We incorporated responsible investment commitments in LPAs

(or equivalent) as a standard default procedure 38%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: Indicator RE 1 and RE 2. Denominator: 244 (real estate investors with >10% AUM in real estate)




GREEN BUILDING CERTIFICATIONS POPULAR
IN ESG MATERIALITY ANALYSIS

= The widespread use of green building certifications in ESG materiality analysis underscores their importance to
investors, however such certificates tend to focus more on environmental factors and energy use.

= Despite their use in ESG materiality analysis, however, most signatories report that only a minority of their assets
actually receive green building certifications.

= This may reflect the resources required for the certifications and/or of the fact that many certifications do not cover
operational performance, limiting their value in ongoing ESG monitoring and disclosures.

During the reporting year, what tools, standards and data did you use in your ESG materiality analysis of
potential real estate investments?

GRI standards 22%
SASB standards 17%

UN Sustainable Development goals 42%

GRESB Materiality Assessment (RC7)

o 8%
or similar 35%

Climate disclosures, such as the TCFD

: 2%
recommendations 52%

UN Guiding Principles on Business and

Human Rights 15%

Geopolitical and macro-economic

considerations 56%

Green building certifications 76%

We engaged with the existing owners and/or

managers (or developers for new properties) 55%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Source: Indicator RE 3.1. Denominator: 223 (real estate investors with >10% AUM in real estate).



TRANSPARENCY IN ESG PRACTICES

VALUED BY REAL ESTATE INVESTORS

2024

= Asignificant 70% of respondents conveyed their overarching commitment to responsible investment to potential buyers.

= More than 50% shared key ESG performance data on the properties being sold and details on responsible investment

policies and standards.

= This points to how ESG practices, are at the very least, a significant consideration in the value and attractiveness of real

estate assets.

= Signatories with over US$10bn in AUM typically shared more information than smaller signatories, likely a reflection of

greater resources.

During the reporting year, what responsible investment information was shared with potential buyers of

real estate investments?

Our firm’s high-level commitment to
responsible investment, e.g. that we are
a PRI signatory

A description of what industry and asset
class standards our firm aligns with, e.g.
TCFD or GRESB

Our firm’s responsible investment policy
(at minimum, a summary of key aspects
and firm-specific approach)

Our firm’s ESG risk assessment methodology
(topics covered in-house and/or with
external support)

70%
54%

71%
80%

51%
21%
51%
71%

59%
1%
60%
69%

35%
16%
36%
51%

37%
The outcome of our latest ESG risk 16%
assessment on the property(s) 36%

59%

54%
Key ESG performance data on the 32%
property(s) being sold 50%

73%

7%
No responsible investment information was 9%
shared with potential buyers of real estate
investments during the reporting year 8%
8%

13%
Not applicable; we had no sales process 29%
(or control over the sales process) during
the reporting year 13%

12%

0% 10% 20%
All . US$0 - 0.99bn . US$1-9.99bn . US$10 - 49.99bn

30%

40%

50%

60%

70%

80%

90%

Source: Indicator RE 20. Denominator: 244 (real estate investors with >10% AUM in real estate). The two largest AUM bands (US$49.99-250 and 250+) are excluded due to the sample size
being too small to provide meaningful insights. Percentages reflect total AUM, not AUM solely in real estate.



INVESTORS FAVOUR ESG VALUE CREATION
EFFORTS DURING THE HOLDING PERIOD

= The data suggests that real estate investors generally understand the value that proactively managing ESG risks

and opportunities can bring to their properties.

= Dedicated internal or external experts review and implement action plans that are based on targeted pre-

investment research.

= Scores are lowest for the smallest investors, potentially reflecting a lack of resources to develop and implement

ESG value creation plans.

Post-investment, how do you manage material ESG risks and ESG opportunities to create value during

the holding period?

We develop property-specific

ESG actions plans based on pre-
investment research, due diligence
and materiality findings

We adjust our ESG actions plans
based on performance monitoring
findings at least yearly

We, or the external advisors that

we hire, support our real estate
investments with specific ESG value-
creation opportunities

We do not manage material ESG
risks and opportunities post-
investment

Al [l usso - 0.99bn

77%
55%
80%
88%

87%

75%
57%
74%
92%

87%

78%
66%
76%
92%

80%

7%
16%
5%
2%

7%

0%

10%

20%

. US$1-9.99bn . US$10 - 49.99bn

30%

Source: Indicator RE 14. Denominator: 244 (real estate investors with >10% AUM in real estate)

40%

Il ussso - 249.99bn

50%

60%

70%

80%

90%

100%
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TENANT ENGAGEMENT EFFORTS FOCUS
PRIMARILY ON REDUCING RESOURCE
CONSUMPTION

= Asignificant majority of property managers engage with real estate tenants on reducing energy, water
consumption, and/or waste production, highlighting a strong focus on environmental sustainability.

= More than half offer green leases, integrating environmental considerations directly into rental agreements, which
suggests that they are seen as effective tools for incentivising action.

= North America, even though on a much smaller signatory base, is particularly noteworthy for identifying
collaboration opportunities that support ESG targets as well as organising tenant events focused on increasing ESG
awareness.

How does your third-party property manager(s) engage with tenants?

6%
Our third-party property manager(s) do not

. 6%
engage with tenants

7%

59%
Offering shared financial benefits from

equipment upgrades ar%

45%

69%
Identifying collaboration opportunities
that support targets related to material 56%
ESG factors

57%

63%
Offering green leases 65%

61%

74%
Organising tenant events focused on
increasing sustainability awareness, ESG 56%

training and guidance
g g 62%

80%
Addressing energy, water consumption and/or 8%
. b
waste production
81%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

. North America . Europe . All

Source: Indicator RE 18. Denominator: 244 (real estate investors with >10% AUM in real estate). Denominator for
Europe: 135. Denominator for North America: 54.



MONITORING ESG PERFORMANCE OF THIRD-
PARTY PROPERTY MANAGERS IS WELL
ESTABLISHED

= The data suggests that investors generally seek to monitor the ESG performance of third-party property managers, most
notably in relation to environmental targets.

= Only 28% of respondents conduct formal annual ESG performance reviews of their property managers and/or link ESG
performance to financial incentives.

= The governance and alignment of relationships between property managers and investors could be strengthened in relation
to ESG.

= Clear targets and formal review may help ensure better understanding among property managers of the importance of ESG
to investors, while tying ESG performance to financial incentives can be an effective tool to better align each organisation’s
actions and priorities.

How do you include material ESG factors when monitoring current third-party property managers?

We monitor the performance of
quantitative and/or qualitative targets 73%
on material environmental factors

We require formal reporting at least

yearly 69%

We monitor the performance of

quantitative and/or qualitative targets 65%
on material social factors

We monitor progress reports on 65%
engagement with tenants

We have internal or external parties 64%
conduct site visits at least yearly N
We have discussions about material ESG

factors with all relevant stakeholders at 63%

least yearly

We monitor the performance of
quantitative and/or qualitative targets 61%
on material governance factors

We conduct a performance review of

third-party property managers against

targets on material ESG factors and/or 28%
a financial incentive structure linked to

material ESG factors

We do not include material ESG factors in the

monitoring of third-party property managers 9%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Source: Indicator RE 8. Percentages are based on the number of signatories who answered the particular question. All sub-questions have a denominator of 183.
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REPORTING ON MATERIAL ESG FACTORS
IS THE NORM

m  ESG reporting is well-established among real estate signatories: only 9% of respondents do not report on ESG
targets and related data to their investors.

= Reporting appears to be more common in aggregate rather than at the individual property level, making it easier to
assess and compare ESG performance across funds/strategies.

= Clients/beneficiaries may not have a full view of key ESG risks given lower responses indicating property-level
reporting and reporting of serious ESG incidents.

During the reporting year, how did you report on your targets on material ESG factors and related data to
your investors?

We did not report our targets on
material ESG factors and related data to 9%
our investors during the reporting year

We reported through a limited partners 229%
advisory committee (or equivalent)

We had a process in place to ensure
that serious ESG incidents were 41%
reported

We reported at the property level

- . 2%
through formal reporting to investors 5

We reported at digital or physical events

. . . 00
or meeting with investors 62%

We reported through a publicly disclosed

sustainability report 63%
We reported in aggregate through .
formal reporting to investors 73%
0% 10% 20% 30% 40% 50% 60% 70% 80%

Source: Indicator RE 21. Denominator: 244 (real estate investors with >10% AUM in real estate)
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The Principles for Responsible Investment (PRI)

The PRI works with its international network of signatories to put the six Princi-
ples for Responsible Investment into practice. Its goals are to understand the in-
vestment implications of environmental, social and governance (ESG) issues and
to support signatories in integrating these issues into investment and ownership
decisions. The PRI acts in the long-term interests of its signatories, of the financial
markets and economies in which they operate and ultimately of the environment
and society as a whole.

The six Principles for Responsible Investment are a voluntary and aspirational set
of investment principles that offer a menu of possible actions for incorporating
ESG issues into investment practice. The Principles were developed by investors,
for investors. In implementing them, signatories contribute to developing a more
sustainable global financial system.

Principles for
Responsible
Investment

n
More information: www.unpri.org . PRI

The PRI is an investor initiative in partnership with
UNEP Finance Initiative and the UN Global Compact.

United Nations Environment Programme Finance Initiative (UNEP FI)

UNEP FI is a unique partnership between the United Nations Environment
Programme (UNEP) and the global financial sector. UNEP FI works closely with
over 200 financial institutions that are signatories to the UNEP FI Statement on
Sustainable Development, and a range of partner organisations, to develop and
promote linkages between sustainability and financial performance. Through peer-
to-peer networks, research and training, UNEP FI carries out its mission to identify,
promote, and realise the adoption of best environmental and sustainability practice
at all levels of financial institution operations.

fay
UN@&

More information: www.unepfi.org environment | finance

programme initiative

United Nations Global Compact

The United Nations Global Compact is a call to companies everywhere to align their
operations and strategies with ten universally accepted principles in the areas of
human rights, labour, environment and anti-corruption, and to take action in sup-
port of UN goals and issues embodied in the Sustainable Development Goals. The
UN Global Compact is a leadership platform for the development, implementation
and disclosure of responsible corporate practices. Launched in 2000, it is the larg-
est corporate sustainability initiative in the world, with more than 8,800 companies
and 4,000 non-business signatories based in over 160 countries, and more than 8o
Local Networks.

e,
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More information: www.unglobalcompact.org &, Global Compact
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