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GRESB

Started in 2009 by three institutional real estate investors and Maastricht University

s o A platform to assess the ESG

> :.‘ performance of property

@O companies and funds at portfolio
G RESEB level

GRESB’s mission is to enhance A systematic approach to score
and protect shareholder value by

evaluating and improving ::ISt%d companies and private
sustainability best practices in the unds

global real asset sector. o Aglobal benchmark for ESG
performance



Real Estate sector ESG reporting

GRESB serves both public companies and private equity
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ACSI (The Australian Council of Superannuation Investors)
AFIRE (The Association of Foreign Investors in Real Estate)
ARES (The Association for Real Estate Securitization)
BBP (Better Building Partnership)

Danish Property Federation

JSBC (Japan Sustainable Building Consortium)

PCA (Property Council of Australia)

PHILGBC (Philippine Green Building Council)

RIAA (Responsible Investment Association of Australasia)
SGBC (Singapore Green Building Council)

Swedish Property Federation

See www.gresb.com/members for the most up-to-date Member list
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Coverage

The global ESG standard for real estate companies and funds

o GRESB covers property companies and funds

o The benchmark is actively used by institutional investors,
representing USD 6.1 trillion in AUM to improve return and
manage risk.

o In 2015, 707 property companies and funds participated in the
annual GRESB Survey, representing USD 2.3 trillion in value

o The GRESB database covers 61,000 assets in more than 50
countries



Coverage

Coverage in all continents and more than 50 countries

North South Globally

Total America Europe Asia Australia/NZ America Africa diversified
Listed no of participants 170 41 69 41 12 1 3 3
Gross asset value 1,33%33 521,529 377,088 290,919 84,048 1,185 9,151 55,813
USD million
Average size 7,881 12,720 5,465 7,096 7,004 1,185 3,050 18,604
based on GAV in USD million
Market coverage* 56% 55% 74% 39% 67%
Based on the regional FTSE EPRA/NAREIT
Private noof participants 537 114 311 63 35 9 1 4
Development only participants 19 0 2 12 1 4 0 0
Gross asset value 962,149 434,036 372,860 73,167 72,704 3,230 1,423 4,730
USD million
Average size 1,792 3,807 1,199 1,161 2,077 359 1,423 1,182
based on GAV in USD million
Total noof participants 707 155 380 104 47 10 4 7
Development only participants 19 0 2 12 1 4 0 0
Gross asset value 2,301,881 955,565 749,948 364,086 156,751 4,415 10,574 60,543
USD million
Average size 3,256 6,165 1,974 3,501 3,335 L4 2,644 8,649

*based on GAV in USD million
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Participation over time

More than 250% increase since inception

Response rate development

. New participants 707
637

. Existing participants

. Churn

® [47%) Wind down
[11%)] Change in ownership
[42%) Unknown

2010 201 2012 2013 2014 2015



Market Drivers

Real estate market increasingly exposed to sustainability

Governments
Regulators

Investors

ESG in
Real
Estate

Competitors Employees

Civil

society Customers




Regulators: UK’s Minimum EPC Regulations

By 2018, buildings labeled “F” and “G” can no longer transact in the UK

Energy Efficiency Rating

Current |Potential

Very energy efficient - lower running costs

Landlords face £29bn green refurb bill
aQa Landlords are facing a £29bn bill to bring
their properties up to legal green standards
by 2018.

That is the estimated cost of refurbishing 200,000 commercial properties in England
and Wales within four years to avoid them becoming illegal to let.

Not energy efficient - higher running costs

EU Directive
England & Wales  ,55/01/ec




Increased (building) regulations globally

Government is the most important driver in some markets (e.g. China)

A
France: Grenelle 2: companies
=%ias have to report on 42 ESG
indicators

-~ A

US: besides the recently
announced carbon emissions
cap, mandatory disclosure of

building energy use is already
adopted in most of the largest
US cities (and some states)

EU: Member States have

ensure that from 2019, new
buildings occupied and owned

by public authorities are n

zero-energy buildings, and that
from 2021 all new buildings are
nearly zero-energy buildings

-

China: updated its Environmental
Protection Law, with soaring
pollution penalties in Beijing.
China also pledged to cap its
rapidly growing carbon emissions
by 2030, or earlier if possible

4

India: the government’s Energy
Conservation Building Code
aims to enhance energy
efficiency in all large buildings >

such as multiplexes, malls and (] [59)
hospitals ‘ -
R

o Singapore: the Building Control
Act mandates environmental
sustainability standards for new
and existing buildings, as well as
monitoring of overall energy
performance of the building stock

/

early

¢

Japan: the Energy
Conservation Law obliges
building owners to submit a
report on the energy
conservation measures prior to
construction

T

Philippines: the government’s
Green Building Act provides
developers and landlords tax
breaks and other benefits if
they comply with the green
building standards

‘ Australia: the Commercial

Building Disclosure Program
requires the disclosure of
Building Energy Efficiency
Certificates during the sale,
lease or sub-lease of office
space larger than 2,000 sqm

11



Relevance of ESG
Institutional Investors
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GRESB Investor Members

Integrate ESG data and GRESB tools into investment decision-making process
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Institutional Investors and Sustainabillity

ESG is no longer seen as a tradeoff between financial returns and “doing good”

Optimize risk-adjusted returns

Demonstrate social responsibility

HESTA

An Industry SuperFund £>

Given that climate change risks
and opportunities have the
potential to impact investment
risks and returns, considering
them alongside traditional
financial and business risk factors
in making investment decisions
will improve long-term risk
adjusted returns to members.

(Source: HESTA’s website) 14



APG’s Investment Beliefs

Good governance and responsible investment are key

Our vision on investment

We summarized our vision on investment for you in a number of investment beliefs. These concern, for

instance, the investment risk, spread of risk, innovation, active and sustainable investment. They constitute the
basis for reaching your goals.

9. Good governance and responsible investment are key

We can improve the risk—return profile by factoring non-financial elements into the investment process. To APG
Asset Management, responsible investing is a way to improve the investment portfolio’s ratio of risk and return
and simultaneously contribute to sustainability. We do this, for example, by paying attention in the investment

process not only to companies’ financial performance, but also to how they fulfill their social responsibility and
how the executives of these companies deal with their shareholders.

15



Investors are driving disclosure...

Strong demand for sustainability reporting
Investors are gathering

I — o together and demanding better
; T s et et B sustainability data. They need

g =
World’s Largest Investors Launch Effort to Engage Global Stock standardized, comprehensive
Exchanges on Sustainability Reporting Standard for Companies ‘ :)Tgr”t?rféon that is consistent

s, — : /
, o e
5 » Bl Y '\‘\
Source: Ceres, 2014 p— \m .-

Source: Economist, 2014

Companies publish
information on their
environmental impact

Investors are increasingly looking at the ESG
performance of the companies they invest in as a

) Sl : Investors encour mpanies in
way to improve the financial performance of their estors encourage companies

which they invest in to be clear and

and vulnerability to investment portfolio

green regulation, to s A A - open about the risks they face from
attract or placate So:;"B‘;R o climate change

Invesfors e 1 r,__,./«-—“’m T il I S ‘Wﬁd“' S~ Source: Mercer, 2014
wf Fiduciary mvestors now Welgh companies’ sustainability

Source: Economist, 2014

performance when considering whether to hold them in portfolios
2] A i =
Source: top1000funds.com, 2014 16
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he business case across asset classes

Recent report on the link between ESG and financial performance

90% of the studies on the cost of capital show that FROM THE STOCKHOLDER
TO THE STAKEHOLDER

sound sustainability standards lower the cost of
capital of companies

88% of the research shows that solid ESG practices
result in better operational performance of firms

80% of the studies show that stock price
performance of companies is positively influenced
by good sustainability practices

/‘ Arabesque tners

17
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he business case for Green Buildings

General and financial benefits for building owners

Sustainable buildings
provide general and
financial benefits to
building owners and
tenants

Any upfront additional
investment costs are
usually offset by a
decrease in long-term life
cycle costs

General Benefits

o Improved well-being for
occupants

o Regulatory and climate
change risk mitigation

o Tenant attraction and

retention

Premium in Office Rents

d* 6.5%

NETHERLANDS

d 9%

Lii-ii-l

AUSTRALIA

d* 2.5-17%

UNITED STATES

Financial Benefits
Higher rental levels
Lower vacancy levels
Lower operating costs
Higher capital values

Increased asset liquidity

I 18% 0 23% o' ?
UNITED FRANCE INDIA

KINGDOM

18



PCA/IPD Australia Green Property Index...

NABERS Office 2009 2014: 70bps spread

Rolling annual returns on quarterly periods (%)

15%

MNABERS Office
Energy 4-6 Stars
10% -
5%
n.}rn IIl_lll_lll_ll —|I|_ill I I II_III_|I|_|I I Il_lll_ll
5% S
-10% -

Sep-09 sep-10 sep-11 Sep-12 S5ep-13 sep-14
19



...Across a Number of Markets...

Relative return outperformance of green certified assets (source: IPD/MSCI)

Canada I.‘tﬂ S-E'p—l"f” France ffﬂ DEC‘IR}
10% - 8% -
7.9% 7 39,

6% - — 4% - D
4% - 2%
2% 1 0.6% 0%
0% | ol .,
o, A, -

Green Offices All Office Spread Green Offices High End Non Spread

(BOMA BESt) (HQE/BREEAM/LEED) Green Offices

W Capital Return
Income Return
@ Total Return



INREV research using GRESB data

Results from study with INREV show sustainability performance matters

Highlights:

INREV data merged with GRESB data (101 funds — 3 years of data)
Total return correlations show sustainability matters
Attribution analysis shows that this is partially due to differences in leverage

o)

o)

o)

6%
5%
4%
3%
2%
1%
0%

-1%

2%

-3%

4%

1 year

|

Bottom GRESB decile

H Middle group

3 year

Hl Top GRESB decile

Transparency and
Performance of the European
non-listed Real Estate Fund
Market, Dirk Brounen et al,
Sept 2014
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Cambridge University study with GRESB data

Higher GRESB Ratings correlate to superior financial performance

A University of Cambridge study by Franz Fuerst, commissioned by the Carbon War Room and the Rocky
Mountain Institute, found that, adjusted for risk, there is a significant link between portfolio sustainability
indicators and REIT stock market performance. More

TABLE 1: » A higher sustainability ranking in the annual
AVERAGE FINANCIAL PERFORMANCE OF GRESB GRESB REIT survey correlates to superior
VERSUS NON-GRESB PARTICIPANTS financial performance. Both the returns on

(% ANNUAL RETURN) assets and returns on equity of REITs with

2011 | 2012 | 2013 | 2014 high GRESB scores outperform their peers.
Non-GRESB ROA 3.193 3599 | 3696 | 3335
» Adjusted for risk, there is a significant link
GRESB ROA 3.618 2683 | 3.055 3.71 : o
between portfolio sustainability indicators
Non-GRESB ROE 5.994 7577 6.607 7.465 and REIT stock market performance.
GRESB ROE 7949 | 6267 | 7om 8.515 + The study establishes for the first time

that investing in sustainability pays off for
investors in REITs, enhancing operational
performance and lowering risk exposure
and volatility. 22



Be aware of other business implications...

...that are more difficult to quantify, but the impact on real assets could be significant

Lloyd's calls on insurers to take into
account climate-change risk

ands a longer view and more action

Extreme weath
toavoid financi;

Super storm Sandy caused close
to $62 billion in damage in the
United States and at least $315
million in the Caribbean.

THE AUSTRALIAN*
Climate threat to housing insurance

Home insurance premiums would rise 92 per cent over the life of
a 30-year mortgage at the high end of climate change projections

The JapanTimes

Japan’s flood damage to triple
by end of century

23



2015 GRESB results
Connections to global challenges

24



Global Trend: 2015 average = Green Star

Listed property companies are outperforming non-listed funds

100

Managem%nt & Policy
(=]

- e ao@@)2012 ‘2014‘?»’!6 “\’ ‘\* .,..
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA SORPNBRETSL S W T T TG ST B —

@ 2011

o _ 50 100
Implementation & Measurement
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No big regional differences

Australia/NZ is the exception: still outperforming all other regions

100

Managem%nt & Policy
o

o
.
e

50

100
Implementation & Measurement
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Global impact of 707 participants

Reporting year 2014

Impact of Change
& Metric kilotons
Reduction of GHG emissions

21T TWh Reduction of Electricity
g.o‘ (equivalent of the energy use of 1.3 mln homes])

1T TWh Reduction in fuels
(equivalent of 1.6 million barrels of oil consumed)

4.8 TWh Renewable energy generated
(equivalent of 211 wind turbines)

0.7 TWh Reduction in district heating and cooling

(equivalent of 518 mln pounds of coal burned)

27



2015 Benchmark Results

Global Challenges

o Management: governance and accountability

o Disclosure & Assurance: transparency and data quality
o Climate Risk & Resilience: assessment and action

o Energy & Carbon: managing regulatory risk

o Water & Waste: managing costs and risk

o Health & Well-being: creating superior places for people

o Tenant & Community Engagement: collaboration to promote performance

28



Energy efficiency measures Energy consumption data

2015.Benchmark-Ma

Connections to glebalthatlengeg:i: =
Policy on construction @

materials
Energy

® :
consumption intensity
rate

Energy efficiency requirements Renewable energy generated
on-site

Building certificates

[ ] for construction/renovation
Bribery and corruption i ;
oHey Foliey oniseg:gsonmemal Technical building assessments e
Environmentat fine's.

e ®
Sustainable site assessments Climate Risk & Resilience Energy ratings
Reduction targets for

-»
Sustainability objectives
energy, GHG, water, waste i | R

in business strategy
Water consumption data - Y
Communication of sustainability Sustainable site requirerents
o Waste management data ohilgchives:

Waste policy
Data Management System

[ ]
Water consumpltion intensity Tenant satisfaction su rvey

Building certifications

Water & Waste - -'design/construction

EnvirdnmentalManagement,

ency requirements

Assurance of GHG emissions

*
Assurance af energy cansumption
data

Independent review of
sustainability performance

Building certifications
- operational

*
GHG emissions intensity
rate

Disclosure of sustainability
performance
Independent review of
the EMS
Assurance of water consumption
data

L)
Independent review of
the DMS

A L ]
Disclosure & ASSUrance,... nce of wie management
S

dat.

o
Implementation of bribery/corruption

-
Legal casesGarrupt practices policies

o
Risk assessment for bribery/corruption Employee sustainability

performance targets
®
Employee remuneration
policy
®

Sustaina ty taskforce
or committee

-
Imptementation of remuneration
plan

- Management
satis . - New acquisition risk
. Tenant Ja;;usfaf(ts\on survey [ ] Sustalnability objectives assessment Elﬂs;“:;»rrsd;rng;;oerxstg;\r’\‘acg
Monitoring water consumption Commupity engagement Sustainability lease ST, providers
program clauses Sustainability decision-
maker

Risk mitigation fer standing

. -
Water efficiency measures Employae policy investments

[ )
Community engagemaent
program descaiption

Manitoring impact on
community

review

[
Employee satisfaction

Health & Well-Being

L 3 -
Employee satisfaction Occupant well=being

survey results

-
Employee health and safaty
i tors

L J
Health and safety checks ndica:

-
Occupational health and 5"“"':22;,?,,”::,7,“{'@"“‘

safety management system
L ]
Occupational health and
salety indicators

Ld
Monitoring project impact
on community

*®
Stakeholder engagement

®
Employee'career development
evi

[
Communication to sustainability
decision;maker
Monitoring external property/asset
Responsibility to implement managers
sustainability

Employee training

[ 4
Sustainability-specific
requirements in procurement

Sustainability-specific
requirements far contractors

Tenant & Community Engagement

Monitoring contractors’
compliance

L)
Policy for community
engagement

Tenant engagement program

29

Fit-out and refurbishment
program



Solutions to challenges

Highlights of progress

o Management: 96% have a responsible individual

o Disclosure & Assurance: 92% report ESG objectives

o Climate Risk & Resilience: -3.04% decrease in GHG emissions
o Energy: -2.87% decrease in energy use

o Water & Waste: -1.65% decrease in water use

o Health & Well-being: 84% promote health in new construction

o Tenant & Community Engagement: 61% green lease clauses

30
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2015 GRESB Results
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