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The Summary

ESG in Real Estate is complex but standards and approaches are aligning

» Eis for Easy - To understand at least » Sis for S‘complicated
«  New Build Standards to align with net zero *  Overheating
«  GHG emissions pathways for existing real estate in *  Jobs, supply chains, culture, inclusivity, healthy
line with Paris Agreement lifestyles
»  Eliminating fossil fuels *  Productivity (I hope)
* Nature a growing issue « ESG Strategies are leading to more thinking
@ .
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The E and the S
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Landscape slowly aligning
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The Building Regulations 2010
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The Right Investors /
Thing To Do Funders

Legislation
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Investors / Industry

Real Estate
 Carbon Risk Real Estate Monitor (CRREM)

+ NABERS
ight Investors /

* GRESB Thing To Do Funds
Corporate

« Science Based Targets Initiative (SBTi)
+ Carbon Neutral

- CDP

New Development Legislation
* UK Net Zero Carbon Building Standard
« WELL

« BREEAM

» Active Score
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CRREM - carbon Risk Real Estate Monitor .

Originally EU tool

Asset Type

)

1. GHG Emissions Pathway

» Uses global carbon budget to align with Paris Agreement
» Applies to countries and then to asset classes
» Sets pathways for decarbonisation / energy

* Increasingly standard in portfolio reviews / pre-acquisition

2. Energy Intensity Pathway
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CRREM - GHG Emissions Intensity

o CRREM
Emission intensity [kgCO,e J/mia) \
-~
Stranding Mo. 1
Patential Effect of climate
... change (HDD/COO)
Baszeline carbon
performance Constant Emissions
of asset
: " Electric grid
Retrofitl » Stranding No. 2 decarbonisation

I -~

I

w

Retrofit 2
* Easier (electrlfy) Y Sector decarbonization
 Fundamental target
-
2050 Year
[ @
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CRREM - Energy Use Intensity
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- Country- & property type-specific energy target
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Much more difficult
Less important?
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*
I\ NABERS

NABE RS = National Australian Built Environment Rating System

- Defining quality is measure of in-use performance *
« Focused on energy in offices in the UK * *

» Requires detailed modelling & analysis

 External Verification |
» Updated annuaIIy based on in-use data 1STAR 2STARS  3STARS 4 STARS  5STARS 6 STARS
» Higher targets are very challenging Making a Start Below Average  Average Good Excellent  Market Lead

Commitment to a Limited licence to Model bullding as it Independent design Full licence to NABERS Rating in
NABERS Energy promote your target will operate review promote your target operation
target rating rating
esign phase Operation a
[ L
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SBTi - Science Based Targets Initiative

7
//

* UN led coalition
» Sets corporate pathway for Net Zero

* Increasingly universal standard

SG'ENGE * Scopes 1&2
BAS ED . » Scope 3 specific targets in some cases
TARGETS * Requires absolute emissions reductions

+ Standard pathway and sectoral pathways

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION * Aluminium
* Maritime
» Aviation
1 + Buildings
\ » Etc.
‘ '
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SBTi - Science Based Targets Initiative

2015 2020 2025 2030 2035 2040 2045
& B L e e e
Base year @essrnsrsnstsnatsnacannttnnerinn -
[} Near-term science-based
"7 target
N

Previcusily “scrence.based largets
abgned to NZ Standard and updated
-~ SBT: strategy

~ 5-10 year reduction target in line
\ with 1.5°C pathways to ensure

\\\short term climate action.

-
’f §~~

Emissions

2050 2055 2060
o5 Long-term science-based
,Y'\*'-

target

A target that should be achieved
at 2050 latest to reach net-zero
and limit global warming to
1.5°C

Total reduction target is dependent on sector-specific
guidance and pathways — any residual emissions
should be neutralised

.---u.----o.-oo..n--n-..---n.-n?“.*-___--_-----
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SBTi (Buildings)

Office buildings I Europe | United Kingdom | Office
Carbon Intensity (1.5C) Carbon Intensity (1.5C)
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Embodied Carbon Pathway Operational Carbon Pathway
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Carbon Neutral TIE
&%

I - ete and sy CARRNN
- Label applied to organisations, products and services NEUTRHL

 Previously simple balance of Emissions and Offsetting
7 N
04 A°
9/ Sta®

» Now aligned to ISO14068
» Near-term science-based GHG emission reduction targets s AN

» Long-term science-based GHG emission reduction targets ISO
A w4

» Then offsetting
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UK Net Zero Building Standard

Industry Initiative for net zero buildings

New Build and Existing UK Net Zero Carbon

Buildings Standard

Aligned to science-based targets

Adopting whole life carbon approach

13 categories

— TN\ The Institution of RIBA H¥ (’G . aftu
BBP |&ishs,, CARBON | K Structuralzngineers @ Architecturecom W RICS ‘:‘;‘iGBC
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UK Net Zero Carbon

UK Net Zero Building Standard

Where we are today:

« Offsetting voluntary & explicit (inc. renewable elec.)

« Whole Building approach — no landlord / tenant split

« Operational targets set in kWh per m2 (fossil-fuel free)
* Process for validation before construction

« Verification once building is operational (Third-party)

« Launch in late 2024
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Legislation

Real Estate

« Minimum Energy Efficiency Standard (MEES)

 Energy Savings Opportunity Scheme (ESOS) ig t nvestors
Corporate Thing To Do Funds

« Taskforce on Climate-Related Financial Disclosure (TCFD)
« Corporate Sustainability Reporting Directive (CSRD)

« Streamlined Energy & Carbon Reporting (SECR)

» Taskforce on Nature-Related Financial Disclosure (TNFD)

New Real Estate

* Building Regulations

* Planning Policy

+ Biodiversity Net Gain
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Minimum Energy Efficiency Standards (MEES)

Non-Domestic MEES

Aimed to be a ratchet to performance

. April 2018 | E for all new tenancies In Place
 Lots of exemptions, caps, etc. : . :
April 2023 | E for existing tenancies In Place
« Fundamental differences - domestic / non-domestic :
2027 C on all rented properties | Postponed
« EPC methodol inn f :
C methodology in need of update 2030 B on all rented properties | Postponed
 Labour policy unclear — Upgrade plan TBC
S e et : Domestic MEES
Lot B : Aprll 2018 | E for new tenancies In Place
= April 2020 | E for all tenancies In Place
— April 2025 | C for new tenancies Cancelled
April 2028 | C for all tenancies Cancelled
¢ ©Corne.Tﬁ?iﬁﬁ‘fiﬁimi...v.uw..wV:?‘%@’EL‘??. «-arnerstonebarr ¢
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Minimum Energy Efficiency Standards (MEES) - Non-Dom.

2030 2027 Today

Eimme [104 ==

Bulingcompesy (MO8 vl 3
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Future Homes Standard (Part L)

. { 5
DX NN X \
XENEN: O
L
7A€
X X

No increase in fabric standards

Gas banned
Heat Pump mandatory
3-4kWp solar (probably)
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Higher fabric standards

Gas banned

75% of roof solar (6% of build cost)
Challenge — HGV charging
Opportunity — Smart Energy
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' Headlines

es .‘

g

il i

ao Mainly issue for city-centre flats

i }:’*?1:"”11 R, T & Py Needs early-stage consideration
L o B — Ambiguities around use of cooling
=i Already been an issue in inquiry

{
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Bristc:>| mm

Bristol Local Plan
Publication Version

embodied
carbon

» Questions on feasibility and viability

* Increase in costs of ~£15k per home over FHS

« Also requires social value strategy

o f¥) > November 2023
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Love it or Level it

« Increasing scrutiny over carbon associated with
building materials e.g. “embodied carbon”

« More of a focus on improving existing assets rather
than demolishing

« As with Planning generally, need a sense of balance
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Right Thing to Do

Real Estate

* Net Zero Operation . .
Right Thing

» Net Zero Asset Managers Alliance To Do

Corporate
* ESG Reporting / Strategy

e UN Raceto Zero

« BCorp

New Development /9 Legislation

* Net Zero construction

* LETI

+ UKGBC
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ESG Strategy

Analysis /

Baseline Engagement

Materiality

Targets /
Responsible 1 Plan Implement
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Thank you,

Barny Evans

Barny.evans@turley.co.uk
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