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LEADERSHIP STATEMENT
Consequently, Nareit is very pleased to offer a Practical Reference
for ESG Implementation and Reporting, which provides practical and
actionable guidance, as well as helpful tools and resources, to enable
effective ESG management and disclosure – no matter how new or
advanced a REIT may be in its sustainability journey.
The information contained in this Reference is distilled from ESG
standards and frameworks, perspectives from subject matter
experts, and leading practice examples, and complements
Nareit’s 2019 Guide to ESG Reporting Frameworks, which
details the 15 most frequently evaluated ESG topics facing the
real estate industry.
The REIT and publicly traded real estate industry helps provide the
real property needed to provide essential services for businesses
and consumers, to enable the fast growing digital economy, revitalize
neighborhoods, and to build the infrastructure of tomorrow, all the
while creating jobs and economic activity along the way.
Since the creation of REITs more than 60 years ago, operating
and managing these real estate assets on a sustainable basis
has been integral to the health of our industry, to the benefit of
our investors, in the wellbeing of our local communities, and a key
ingredient to the longstanding success of the REIT approach to
real estate investment.

We hope this Practical Reference serves as a useful tool for you and
your company as we work individually and collectively to advance the
ESG performance of the REIT and publicly traded real estate industry
as well as the broader real estate community.
All the best.

Steven A. Wechsler
President & CEO

The remarkable events of the recent past—a period marked by
the most devastating global pandemic in a century, the worst
recession in the U.S. since the Great Depression, the escalating and
accumulating effects of climate change, and more and more urgent
calls for social justice—put the spotlight like never before on the full
spectrum of Environmental, Social, and Governance (ESG) issues.
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Liability Statement and Disclaimers
This reference document has been prepared by Nareit® and AccountAbility
for informational purposes only, for the use of REITs and their employees,
consultants, agents, and affiliates, and is provided with no representation or
warranty as to the accuracy or completeness of the information contained
therein. Neither Nareit nor AccountAbility is responsible for any damages
or losses arising from use of this information. Although this document was
prepared based on information from public and private sources that Nareit
and AccountAbility believe to be reliable, no representation, warranty, or
undertaking, stated or implied, is given as to the accuracy of the information
contained herein, and Nareit and AccountAbility expressly disclaim any liability
for the accuracy and completeness of information contained herein.
Nothing contained herein should be construed or relied upon as investment,
financial, professional, legal, or tax advice, nor should the contents be
viewed as a solicitation, recommendation, endorsement, or offer by Nareit or
AccountAbility or any third party to buy or sell any securities or other financial
instruments. Nareit does not have any obligation to update the contents of this
document in the event of changed circumstances.
The standards of measurement and performance for ESG factors discussed
herein are subject to change and are based on assumptions employed by
the developers of the standards, which Nareit and AccountAbility have not
verified. The practical reference suggestions for implementation and reporting
contained herein are based solely on research and on information available
to Nareit and AccountAbility regarding certain practices and policies. The
suggestions are presented for consideration by the reader, but will not be
appropriate in all cases, and should be evaluated for relevance by careful
consideration of each individual REIT’s circumstances. The matters discussed
herein should not be relied on as constituting a comprehensive or complete
statement of the matters discussed or the law relating thereto.

This document contains links to third party websites and contents.
YOUR USE OF THIRD PARTY WEB SITES AND CONTENT, INCLUDING WITHOUT
LIMITATION, YOUR USE OF ANY INFORMATION, DATA, ADVERTISING,
PRODUCTS, OR OTHER MATERIALS ON OR AVAILABLE THROUGH SUCH WEB
SITES, IS AT YOUR OWN RISK AND IS SUBJECT TO THEIR TERMS OF USE.
THE INFORMATION CONTAINED HEREIN IS PROVIDED WITHOUT WARRANTIES
OF ANY KIND. YOU BEAR ALL RISKS ASSOCIATED WITH THE USE OF THIS
DOCUMENT AND CONTENT, INCLUDING WITHOUT LIMITATION, ANY
RELIANCE ON THE ACCURACY, COMPLETENESS, OR USEFULNESS OF ANY
CONTENT. NAREIT AND ACCOUNTABILITY AND THEIR EMPLOYEES, OFFICERS,
DIRECTORS, PARTNERS, AGENTS, REPRESENTATIVES, SUPPLIERS, AND
SERVICE PROVIDERS, DISCLAIM ALL WARRANTIES, EXPRESS OR IMPLIED,
REGARDING THE CONTENTS.

Nareit® is the worldwide representative voice for REITs and publicly traded
real estate companies with an interest in U.S. real estate and capital markets.
Nareit’s members are REITs and other businesses throughout the world that
own, operate, and finance income-producing real estate, as well as those
firms and individuals who advise, study, and service those businesses. For
additional information,
see REIT.com.
AccountAbility is a global consulting and standards firm that works with
business, governments, and multi-lateral organizations on ESG matters
to advance responsible business practices and improve their long-term
performance. For four years in a row, AccountAbility has been ranked among
the leading sustainability management consulting firms by the Financial Times.
For additional information,
see AccountAbility.org
Copyright© 2021 by Nareit® All rights reserved.
Nareit is the exclusive registered trademark of the National Association of Real Estate
Investment Trusts, Inc.®
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1

INTRODUCTION

To help Nareit members better understand, apply,
and evolve their environmental stewardship, social
impact, and good governance implementation
and disclosure practices, Nareit developed, with
support from AccountAbility, the following Practical
Reference for ESG Implementation and Reporting.

TOP 15 ESG CRITERIA ACCORDING TO NAREIT’S GUIDE TO ESG FRAMEWORKS

ENVIRONMENTAL

SOCIAL

GOVERNANCE

■ Climate Change

■ S
 upply Chain Management

■ C
 ompensation Policy

■ Stakeholder Engagement

■ E
 SG Reporting Standards

■ H
 ealth and Safety

■ B
 oard Level Oversight - ESG

■ W
 orkforce Development

■ G
 overnance Policies

■ Diversity, Equity & Inclusion

■ R
 isk Assessment

Opportunities and Risks

Nareit’s Practical Reference for ESG
Implementation and Reporting provides illustrative
information for the implementation and disclosure
of the 15 most frequently addressed environmental,
social, and governance topic areas, as determined
through a review of the 10 ESG reporting
frameworks, standards, and ratings published in
Nareit’s Guide to ESG Frameworks.1
The ESG Journey provides an overview of
milestones each organization can undertake
to establish a foundation for embedding ESG
implementation and select ESG topics that are of
priority to the organization.

See ESG Journey

 HG Emissions
■ G
■ E
 nvironmental Policy
■ Energy Management
■ Environmental Management

Systems

It is important to note that the top 15 ESG criteria areas
covered in Nareit’s Practical Reference for ESG Implementation
and Reporting are not necessarily equally applicable or relevant
to all REITs. As such, through this document Nareit is not
making recommendations to its members to implement and
report on some, or even all, of the 15 key ESG topics covered
in this document. Rather, this resource provides a starting
place for REITs that may have identified a number of these
topics as key to their businesses.
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Introduction
ESG STANDARDS AND
FRAMEWORKS
The activities referenced in
the guide are informed by the
assessment criteria and metrics
found in the following ESG
standards and frameworks (as
identified in the Nareit Guide for
ESG Reporting Frameworks).2
REITs that may have been scored by ESG
Rating & Ranking Agencies—including
Bloomberg , DJSI , ISS E&S ,
MSCI , and Sustainalytics —based
on publicly available information are highly
encouraged to request and review their
score reports and feedback. The reports
can be accessed via the relevant links
provided above and can help REITs better
understand the gaps identified by these
agencies. REITs are encouraged to take
a measured approach to responding
to these results and address the areas
of most relevance to their individual
business objectives.

By prioritizing the criteria most
relevant to their company, and
then creating an action plan by
leveraging the reference guide’s
step-by-step examples, REITs
may be better equipped to
improve their ESG performance,
manage their brand and
reputation, mitigate corporate
risks, and meet stakeholder
expectations.

VOLUNTARY DISCLOSURE FRAMEWORKS
CDP (Formerly the Carbon
Disclosure Project)

Global disclosure program that enables participants to measure and manage their environmental impacts and link
environmental integrity, fiduciary duty, and public interest so companies, investors, and other global stakeholders can
benchmark performance and make better-informed decisions on climate actions. Company results are publicly available.

Dow Jones Sustainability
Indices (DJSI)

An index of top-performing companies in terms of economic, environmental, and social criteria, which serves as
benchmarks for investors. Only top-ranked companies within each industry are selected for inclusion in the DJSI.
Company results are publicly available.

Global Real Estate
Sustainability Benchmark
(GRESB)

Validates, scores, and benchmarks ESG performance data. Particular focus
on real estate funds and property companies. Company results are publicly available.

GUIDANCE FRAMEWORKS
Global Reporting Initiative
(GRI)

Highly specific disclosure guidelines and requirements for compliant non-financial sustainability reporting on economic,
environmental, and social performance areas. The standards are modular and can be used in a selective fashion to meet
the desired compliance level and disclosure needs of the reporting organization.

Sustainability Accounting
Standards Board (SASB)*

Sustainability accounting standards focused on known trends and uncertainties that are reasonably likely to affect
the financial condition or operating performance of a company and would therefore be considered “material”* under
Regulation S-K.

Task Force on Climaterelated Financial Disclosures
(TCFD)

Comparable and consistent disclosures used to demonstrate corporate climate change risk assessment, scenario
planning, and resilience. Unlike other environmental reporting initiatives, TCFD requires organizations to report on their
response to environmental pressures, rather than their impact on the environment.

THIRD-PARTY AGGREGATORS
Bloomberg

Aggregated summary of a company’s ESG performance and risk, both historically and relative to peers. The ranking and
ratings measure transparency and are gathered from Bloomberg’s proprietary research as well as third-party ESG data
disclosure agencies. This is a private service and users must subscribe to access data.

Institutional Shareholder
Services Environmental & Social
Quality Score (ISS E&S)

Measures the depth, extent, and quality of public corporate disclosures on environmental and social issues, including
governance, and identifies key disclosure omissions. Company results are publicly available.

MSCI

Comprehensive fixed income risk and performance analytics based on trends across sectors and regions that help
investors identify risks and opportunities, pinpoint outliers, and focus on key ESG performance drivers. This is a private
service and users must subscribe to access data.

Sustainalytics

ESG and corporate governance research and rankings that measure exposure to and management of material ESG
risks, specifically considering three dimensions: preparedness; disclosure; and performance. This is a private service
and users must subscribe to access data.

*SASB guidance states that its definition of the term materiality is “informed” by “the provisions of the federal securities laws and the regulations of the Securities and
Exchange Commission,” and “opinions of the U.S. Supreme Court”; and is not necessarily consistent with nor does it specifically conform to the prevailing legal standard.
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Introduction
This document should not be viewed as a
sustainability reporting framework, nor does it
provide any guidance for evaluating the potential
value (or risk) associated with investing.

For each of the 15 ESG criteria areas included,
Nareit’s Practical Reference for ESG Implementation
and Reporting provides information distilled from
ESG requirements established in sustainability
frameworks and standards, perspectives gleaned via
interviews with subject matter experts, and leading
practice examples from across the REIT industry.
Each chapter compiles these data inputs, alongside
evaluation criteria from various ESG frameworks, to
illuminate how REITs may choose to implement and
report on their ESG programs and management to
satisfy voluntary disclosure requirements.

Each of the 15 ESG chapters provided includes practical implementation and
reporting references. Each section contains the following information:
DEFINITION

Description of the criteria
within the context of
ESG implementation and
disclosure.

IMPLEMENTATION &
REPORTING ACTIVITIES

Action items, tips,
challenges, resources,
and tools to guide
implementation.

CONTEXT

Relevance of the criteria for
the REIT industry.

KEY TERMS

Terms and definitions used
in the roadmap.

ILLUSTRATIVE REPORTING
METRICS

Selection of illustrative
metrics companies may
wish to report against, as
recommended by relevant
ESG standards and
frameworks.

ADDITIONAL RESOURCES

Relevant criteria-specific
sections in selected
reporting frameworks.
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ESG CHAPTERS – ICON KEY
KEY ICONS
Key icons are located
throughout the roadmaps
to illustrate the availability
of additional information to
guide implementation.

CHAPTER STEPS

IMPLEMENTATION TIPS

IMPLEMENTATION
CHALLENGES

RESOURCES & TOOLS

Practitioner advice to
support activities.

Possible obstacles REITs
may encounter while
conducting the steps.

Relevant websites, reports,
and guides to facilitate ESG
implementation.

■ The reference guide may serve as a tool for
REITs to obtain internal commitment and buy-in,
identify immediate actions, and establish longterm objectives for ESG implementation and
disclosure.
 he relevance of the ESG criteria areas may
■ T
differ for each company. It is recommended that
companies select and prioritize criteria based
on the impact and relevance to the organization,
which may also extend to criteria not included in
this reference document.

For guidance on prioritizing ESG
issues, please see the ESG Journey.
See Methodology for more details on
potentially relevant criteria.

■ To determine the appropriate starting point
within each chapter, REITs can evaluate the
steps against their current performance and
commitments as it relates to that specific criteria.
■ It is advised that companies take a step-by-step
approach to applying this information. For most
organizations, ESG implementation is a multi-year
process, with embedded-level steps serving as
long-term targets.
■ It is not the intention of this document to define
the process by which materiality of particular risks
or statements is evaluated. That work must be
undertaken by each company, with such guidance
from third parties as it considers appropriate.
References in this document to laws or regulations
are presented solely to indicate issues that may
deserve inquiry, and should not be relied on as
legal advice. Nareit assumes no responsibility for
the accuracy of such references, or for updating
any statements or information contained herein.

Foundational
Steps
Baseline actions to establish relevant structures,
policies, commitments, roles and responsibilities,
and stakeholder engagements.

Integrated
Steps
Building on the baseline toward current industry
practices, public disclosure, integration of ESG
throughout the company, and internal performance
tracking and reporting.

Embedded
Steps
Adaptation and/or pioneering of ESG performance
management and disclosure, new and innovative
technologies, systems, and tools, and advanced
governance of ESG matters across the organization.
10
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2

THE ESG JOURNEY

1
ESG JOURNEY
MILESTONES

The ESG Journey provides
an overview of milestones
for any company that
seeks to establish or
evolve its approach to
ESG. These milestones
may help REITs better
understand, prioritize, and
implement the activities
and tips in the forthcoming
15 ESG chapters.

2
Define ESG
objectives

Engage leadership, including
the REIT’s board, to define the
company’s ESG objectives.
Effective ESG initiatives align to
an organization’s core strengths,
business model, and corporate
strategy, and are designed to
create shared value for the
business, its shareholders,
stakeholders, and communities
in which it operates.
Estimated timeframe:
1-3 months

Identify and engage
stakeholders

Develop a strategic
engagement process to
identify and map stakeholders,
such as investors, tenants,
communities, employees,
and suppliers, and facilitate
ongoing dialogue around ESG.
AccountAbility’s AA1000
Stakeholder Engagement
Standard3
	Estimated timeframe:
Once a year, with ongoing
engagements throughout
the year.

MATERIALITY DISCLAIMER
Materiality has different definitions depending
on whether it is used from a U.S. Securities Law
perspective or by each ESG framework and
standard. For the purposes of this document, Nareit
makes no assertion as to whether the disclosures
recommended by different ESG frameworks and
standards are material. Similarly, Nareit does
not conclude on whether disclosures meet the
condition of “double materiality” that has been

developed by the European Union Non-Financial
Reporting Directive. This document should
not be considered a framework for disclosure.
The assessment of whether disclosures are
material from both a financial and a non-financial
perspective should be determined solely by
management. Management should consider the
facts and circumstances specific to the company in
making an assessment of materiality.

3
Identify and prioritize
ESG issues

Conduct an assessment to
identify and prioritize ESG
topics based on their impact
to business and importance to
stakeholders. The outcomes
of the assessment, which is
often referred to as “Materiality
Assessment” by frameworks
and industry peers, can inform
ESG reporting and disclosure,
as well as help to identify
which ESG chapters are most
relevant to the company.

4
Develop a
sustainability
strategy

Develop a comprehensive
sustainability strategy with
focus areas, goals, and
commitments, to guide
the organization’s ESG
performance and ensure
alignment with the corporate
strategy and targets.
	Estimated timeframe:
3-6 months; with periodic
evaluation.

United Nations Environment
Programme (UNEP), Materiality
and Sector Guidelines4
	Estimated timeframe: 3-6
months; with reassessment
every 2-3 years.
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The ESG Journey

5
Build an ESG
management and
oversight structure

Establish an overarching ESG
management and oversight
structure, inclusive of roles and
responsibilities for ESG strategy
development and oversight,
reporting, and performance
management at the operational
and management levels.
Estimated timeframe:
3-6 months.

“

6
Manage and collect
data to monitor and
manage performance
and impact
Identify and align key performance
indicators (KPIs) and impact
metrics to the sustainability
strategy and relevant Standards
and Frameworks. Monitor and
collect data from across the
organization, and consider
conducting internal audits of
selected topics such as energy,
GHG emissions, or health and
safety data.
 stimated timeframe:
E
Ongoing, with quarterly
monitoring and (internal)
reporting.

We like to see how ESG is embedded across the
organization, from board oversight, to managing
a company’s carbon footprint, to increasing
diversity and inclusion in the workforce.

7

8

Disclose results to
stakeholders and
communicate

Assess reporting needs,
following the steps in ESG
Reporting. Information can be
made available to third-party
aggregator frameworks and
rating and ranking agencies
by adding an ESG section to a
REITs’ website with an overview
of all available information on
the website, with links to the
locations of each item (e.g., in the
ESG or financial report).
See ESG Reporting 		
Standards

Explore third-party
assurance of the annual
ESG data and report

Consider conducting a thirdparty assurance engagement
with an audit firm and include
the assurance statement in the
report, to enhance the reliability
of ESG information presented to
stakeholders.
GRESB (2020), Stepping up
the Reporting Game – External
Assurance. 5

9
Review ESG
performance
and impact

Reassess the company’s
ESG objectives, engagement
practices, priority ESG issues,
and disclosures to identify areas
for further improvement.
	
Estimated timeframe: Every
1-3 years.

 stimated timeframe:
E
Annually, before publishing
the ESG report.

 stimated timeframe:
E
Disclosure can be done on
an annual or quarterly basis.
Developing an ESG report can
take between 4-6 months.

Chase Savage, ESG Research Analyst
Fidelity Investments, Inc.

”
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ENVIRONMENTAL CHAPTERS
Throughout this document, “environmental” refers to an
organization’s processes, policies, practices, and impact with regard
to the natural environment.6
ESG frameworks, standards, and rating agencies outline and assess
more than 10 environmental topics to determine a company’s
ESG performance and impact. Out of these topics, the top five
most frequently occurring environmental criteria areas across
ESG frameworks, standards, and rating agencies, and of the most
relevance to the REIT industry, are:
■ C
 limate Change Opportunities and Risks
■ Greenhouse Gas Emissions
■ E
 nvironmental Policy
■ Energy Management
■ E
 nvironmental Management Systems 7
These reference guides present information distilled from ESG requirements
established in ESG frameworks and standards, perspectives gleaned via
interviews with subject matter experts, and leading practice examples from
across the REIT industry. The chapters that follow leverage this compilation
of industry insights to provide illustrative examples as to how REITs may
choose to implement and report on their ESG programs and management to
satisfy disclosure requirements. These examples should not be considered a
comprehensive guide to the satisfaction of ESG disclosure requirements.

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE
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Climate Change Opportunities and Risks
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING METRICS

A company’s strategy, planning, and
policies for climate-related business
opportunities and risks. Disclosures
explain the tools and methodologies
companies use to identify, assess,
and address climate change, and
how these approaches are integrated
into overall risk management and
business strategy.8
■ Stakeholder expectations for greater transparency
of climate-related risks have become more
apparent and relevant in recent years.
■ 	REITs that assess, manage, track, and
transparently report on climate risks can seize
business opportunities and effectively manage
issues that impact strategic, operational, and
economic performance.

ENVIRONMENTAL

Disclosure of climate change risk
management and oversight roles
at executive and board level
 isclosure of climate risk
D
assessment processes
Disclosure of scenario
analysis process and results
Disclosure of identified climate
change risks and opportunities
Disclosure of climate change risk
management and targets
Annual performance metrics
associated with climate change
risk management targets
Bloomberg: Specific metrics
are not publicly available.
Climate change and GHG
emissions can be a factor in
data analysis.

CDP

DJSI

•
•
•
•
•
•

•
•
•
•
•
•

MSCI: Specific metrics are
not publicly available. Topics
related to climate change
and GHG emissions can
be considered as factors in
scoring methodology.

GRESB

GRI

ISS E&S

SASB

TCFD

•
•
•
• •
•
• •
• • • •
• • • •
• • • •

•
•
•
•
•
•

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Ensure compliance with relevant
codes, laws, and regulations.

Conduct a climate risk assessment to identify
and prioritize exposure to climate-related
risks and opportunities.

■ Identify applicable codes, laws, and regulations at local,

state, and federal level.

■ Ensure all legal requirements are met.
	 REITs located in regions without current climate change

codes, laws, and regulations may look to other examples
to proactively plan and prepare, such as the Miami-Dade
County’s Resiliency Strategy.9

	 The Climate Change Laws of the World Database
provides an overview of all national climate laws,
policies, and litigation cases globally.10 The database
maintained by the Sabin Center for Climate Change Law
at Columbia University provides additional context on
U.S. climate regulations.11
	 Although there is no publicly available database of

carbon-related codes and regulations per U.S. state, several
states have developed low and/or zero-carbon policies
that are either approved or in the proposal stage, including:
California12, Colorado13, Hawaii14, Maine15, Nevada16, New
Mexico17, New Jersey18, New York19, Washington State20,
and Washington D.C.21

The U.S. Climate Resilience Toolkit provides practical
guidance, worksheets, and tools to conduct a climate
risk assessment.22

■	

	 How to Conduct a Climate Change Risk Assessment
describes the different approaches for climate risk
assessments.23
■ Establish a leadership commitment to conduct a climate

risk assessment, either in-house or through a risk
analysis firm.

■ Define the objective, scale, timeframe, and climate

change impacts (risks and opportunities, as defined by
TCFD) to establish the context of the assessment.

■ Ensure management strategies are in place to mitigate

the impact of the occurrence (e.g., insurance premiums
and access to coverage).

■ Explore climate change projections and determine

whether any risk can be exacerbated over the short-,
medium-, or long-term.

■ Identify risks with the highest impact to business based

on projected impact to portfolio valuation, physical
and social mitigation costs, and impact on business
continuity.

■ Determine the frequency of conducting periodic risk

 Involve all relevant departments and committees (such
as legal, risk, ESG/sustainability, finance, marketing, and
insurance) in the development of assessment criteria.

assessments.

 Organizations may consider conducting a full risk
assessment every three years,25 but the frequency of full risk
assessments should be based on a company’s individual
evaluation of its needs.

■ Identify existing risks based on recent records of

climate-related occurrences across the portfolio, such
as floods, wildfires, or extreme heat.

	 TCFD, Recommendations of the Task Force on Climaterelated Financial Disclosures describes key elements of
climate scenario planning, including practical guidance
by maturity level, relevant data resources, and digital
tools for forecasting.24
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Establish KPIs for identified climaterelated risks and opportunities aligned
to the REIT’s strategy and risk
management processes.
■ Identify climate-related qualitative and quantitative KPIs

and define measurement boundaries and metrics.

 Common climate-related KPIs may include: scenariobased analysis results, climate adaptation strategies, GHG
emissions goals, reduction and intensity, onsite renewable
energy generation, carbon offsetting efforts, energy efficiency
upgrades and resulting carbon emissions reductions, and
climate insurance coverage.

See the TCFD section in Land Securities Group’s
(Landsec) Sustainability Report for examples of climate
risk KPIs identified by a REIT. 26



	 Task Force on Climate-related Financial Disclosures
(TCFD) Knowledge Hub includes access to 125 climaterelated KPIs and targets aligned to the four overarching
TCFD recommendations: targets, risk management,
strategy, and governance.27
■ Link all KPIs to the organization’s ESG, corporate, and

risk strategies, where appropriate.


Adequate leadership and cross-functional department
engagement during KPI development can lead to strong
understanding and high utilization of KPI data.
■ Define how each KPI should be calculated and reported

against, and identify required data sources, units of measure,
assumptions, limitations, and frequency of collection.

ENVIRONMENTAL

Establish a climate change risk
management policy that aligns and
integrates with a broader corporate
strategy and risk management policy.

Conduct entry-level awareness
programs and training on climate-related
information with relevant
internal stakeholders.

■ State the need and relevancy of climate-related risk

■ Identify training audiences, including leadership,

■ Detail how the organization will assess, manage, and

■ Develop materials for climate-related risk workshops,

management within the policy.

cross-functional management, and board members.

monitor climate-related risks and opportunities.

■ Integrate resiliency planning, including roles and

responsibilities, timelines, and milestones.

including training materials on the process, value, and
recommended steps for assessment and management.

■ Develop two-way communication mechanisms for

questions and feedback.

	
See Embedded Steps for more information about

■ Refine trainings as needed and offer them on a regular

scenario and resiliency planning.

basis in conjunction with any changes to the company’s
approach to climate-related risk management.

■ Obtain key internal stakeholder support and board

approval for the policy.

	
See Board Level Oversight – ESG for further guidance.

■ Communicate the policy with employees and relevant

external stakeholders, such as local policymakers and
insurance providers.

	 The One UN Climate Change Learning Partnership
(UN CC:Learn) offers an online hub of practical training
resources to engage, mobilize, and educate people on
climate change. 28
■ Disclose training audiences, topics, and frequency in the

■ Publicly disclose the policy.

ESG report and/or on the website.

 Consider aligning strategy to relevant international
frameworks and standards, such as the GRESB Resilience
Module, TCFD, Sustainability Accounting Standards Board
(SASB), and Global Reporting Initiative (GRI).
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Assign climate-related risk
management and oversight and
integrate within formal responsibilities.

■ Develop a cross-functional Climate Task Force,

consisting of relevant corporate functions, to oversee
climate-related action and reporting.

■ Determine reporting channels and frequency for

communicating progress against KPIs to company leadership.

■ Identify opportunities for knowledge- and capacity-

Develop and publicly disclose
climate-related targets and goals.

audiences of the climate-related targets and goals.

■ Leverage the climate-related KPIs developed for each

	
See Foundational Steps for guidance on

setting KPIs.

■ Outline the necessary skills and expertise required of board



Climate change adaptation, also known as resilience
and mitigation, may include plans for: reduction in carbon
intensity of a portfolio, reduction in exposure to coal and fossil
fuels, integration of climate-related risks into investment
decision and valuations, reduction of reliance on water in
areas of high water stress, inclusion of “green lease” clauses
into lease agreements with tenants, and engagement of
“high-risk” assets to achieve specific carbon reduction and
energy efficiency improvements.

committee members and identify training and capacity
building requirements for climate-related data management.

■ Identify relevant leadership positions within the organization

that are advised to be accountable for oversight.

■ Establish frequency of climate-related risk deliberations.
■ Establish performance metrics for implementation of

 The Board Risk Committee is often responsible for climaterelated risk oversight, with climate-related performance
metrics reported to the committee for review.

	 World Economic Forum, How to Set Up Effective
Climate Governance on Corporate Boards: Guiding Principles
and Questions. 29

ENVIRONMENTAL

■ Publicly disclose and report progress against targets

priority risk and opportunity area as the foundation for
future-facing targets and goals.

building of task force based on responsibilities and
existing knowledge.

risk management and mitigation strategies, and
incorporate these metrics into leadership’s annual
performance assessments.

■ Indicate whether targets are absolute or intensity-based.

■ Determine the motivation, purpose, and primary

	

and goals on an annual basis.

 In external reporting, consider demonstrating which
actions your company undertakes to manage and mitigate
risks and serve the portfolio’s long-term resiliency.
	
See GHG Emissions for guidance on setting

GHG-related targets.

Institute for Market Transformation (IMT) &
Landlord-Tenant Energy Partnership, Green Lease
Language Examples 30

■ Define the boundaries of the targets and goals, as well

as performance baseline for performance improvement
evaluation (e.g., risk exposure reduction, access to
capital, operational liabilities).
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Register the company as a formal supporter of TCFD
and report against published recommendations.

■ Review the benefits and implications of becoming

a formal supporter of TCFD to understand
the expectations for reporting against TCFD
recommendations.

■ Actively engage with TCFD and peer organizations to

discuss and learn about implementation issues and
opportunities, including participating in TCFD Preparer
Forums.

	 TCFD Knowledge Hub 31
	 European Public Real Estate Association (EPRA)
has issued TCFD disclosure recommendations for
companies that follow the EPRA Sustainability Best
Practice Recommendations (sBPR). 32

■ Report against TCFD guidelines on an annual basis

through the company’s regular reporting and disclosure
channels, such as annual sustainability reports, website
disclosures, and social media.
 Consider TCFD reporting as a “journey” for your company
– the level of detail in the report can improve each year as
more internal data and information becomes available.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Determine and disclose ‘what-if’
scenario planning exercises for climate
risk and climate adaptation.

■ Conduct a peer landscape assessment to determine

relevant definitions, scope, variables, and measurement
procedures.

■ Define scenarios for assessment and determine scope

of scenario analysis.

 Companies may wish to include an assessment of
potential insurance risks in the analysis, as insurability can
become a future challenge for REITs with assets in sectors
and/or geographies sensitive to climate change.

■ Collect relevant data to develop company-wide meta-

scenarios. This can include estimates of future population
levels, economic activity, structure of governance, social
values, and patterns of technological change.

■ Assess the timeframe and potential financial impact

of transition, physical, and social risks within specific
scenarios.

■ Adjust corporate strategy and risk management

processes according to outcomes.

■ Reassess scenarios annually to ensure strategies and

actions are aligned to the most relevant, feasible and
impactful risk scenarios.

Develop portfolio-wide climate
resiliency plans.

■ Identify and engage stakeholders and experts to assess

the unique climate and non-climate stressors and
hazards for each asset.


Stressors and hazards may include past weather events
and future climate trends, value of assets vulnerable to
damage, level of exposure to harm, and impact to tenants
and surrounding communities.

■ Communicate resiliency strategies and measures to

relevant insurance providers.

	 U.S. Climate Resilience Toolkit 34
	 GRESB Resilience Reference Guide 35

	 Consider the potential risk of assets that have lost all or a

partial amount of their value because of climate change.

■ Investigate what actions can be taken to address

hazards and compile an overview of estimated costs,
resources, and time required for implementation.
 Resiliency actions may include developing disaster
recovery plans, adding onsite energy resources, installing
green roofs for water retention, and communicating
preparedness to employees.

■ Prioritize actions and develop a time-bound roadmap for

implementing changes to existing systems and assets.

■ Develop internal tracking systems and decision-rights

architecture for managing and updating resiliency plans.

	 TCFD Scenario Analysis 33
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Climate Change Adaptation: Changes in processes,
practices, and structures to moderate potential
damages or to benefit from opportunities associated
with climate change. 36
Climate Change Mitigation: Efforts to reduce or
prevent the emission of greenhouse gases released
into the atmosphere and to reduce the current
concentration of carbon dioxide (CO2) by enhancing
carbon sinks.37
Greenhouse Gas (GHG) Emissions: Includes all
greenhouse gas (GHG) emissions-related metrics and
policies for a company across Scope 1 (direct, on-site),
Scope 2 (purchased energy), and Scope 3 (extended
indirect). Disclosures require verifiable information
and standardized data for the emissions resulting
from company operations and products, as well as
descriptions of programs and policies seeking to
reduce or otherwise mitigate negative emissions.38

GRESB Assessment 2020

Scenario Analysis: Process for identifying and
assessing a potential range of outcomes of future
events under conditions of uncertainty. In the case
of climate change, scenarios allow an organization
to explore and develop an understanding of how
the physical and transition risks of climate change
may impact its business, strategies, and financial
performance over time.41

■ GRESB Resiliency Module
■ PO1: ESG Policies
■ RA1: Risk Assessments
■ DRE1: ESG Requirements
■ LE4: Sustainability taskforce or committee
■ LE5: Senior decision-maker accountable for ESG issues
■ LE6: ESG factors in personnel performance targets

Stranded Assets: Economically under-performing
assets that may have lost all or a partial amount of
their value.42

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures

Transition Risk: Risks posed by market, policy, legal,
reputational, technological, and other risk factors that
arise from the ongoing shift to a low-carbon economy
necessary to achieve the goals of the United Nations
Paris Agreement.43

■ GRI 103: Management Approach
■ GRI 201: Economic Performance 2016
■ GRI 302: Energy 2016
■ GRI 303: Water and Effluents 2016
■ GRI 305: Emissions 2016
■ GRI 306L Effluents and Waste 2016

Physical Risk: Risks associated with a myriad of
acute shocks (e.g., wildfires, flood events, tropical
and extratropical storms) and chronic stresses (e.g.,
changing heating and cooling degree days, precipitation
levels) caused or exacerbated by climate change.39

	
SAM Corporate Sustainability Assessment 2021
■ Environmental Dimension – Climate Strategy

Sustainability Accounting Standards Board
■ Real Estate Owners, Developers & Investment Trusts

Social Risk: Risks caused or exacerbated by transition
or physical climate-related risk factors. Climaterelated social risk factors include social shocks and
stressors such as labor market disruption, building
inaccessibility, inequality, and others.40

ENVIRONMENTAL
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Greenhouse Gas Emissions
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING METRICS

Includes all greenhouse gas (GHG)
emissions-related metrics and
policies for a company across Scope
1 (direct, on-site), Scope 2 (purchased
energy), and Scope 3 (extended
indirect). Disclosures require verifiable
and standardized data about the
emissions resulting from company
operations and assets, as well as
descriptions of programs and policies
seeking to reduce or otherwise
mitigate emissions.44
■ 	The construction and operation of buildings
contributes to between 30 to 40% of worldwide
GHG emissions. Building emissions are
generated both during the construction process
and through day-to-day energy use.45

CDP

Total direct GHG emissions Scope 1, 2,
and 3 in metric tons of CO2 equivalents

GHG emissions intensity ratio

GHG emission reduction targets

Disclosed list of GHG emissions
reduction initiatives
GHG emissions reduced as a direct
result of reduction initiatives, in metric
tons of CO2 equivalent
Bloomberg: Metrics are not
publicly available. Climate
change and GHG emissions
can be a factor in data
analysis.

MSCI: Specific metrics are
not publicly available. Topics
related to climate change
and GHG emissions can
be considered as factors in
scoring methodology.

DJSI

GRESB

• • •
• • •
• •
• • •
•
•
SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate
Change.

GRI

•
•
•
•
•

ISS E&S

TCFD

• •
•
• •
• •
•

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.

■ Like many other industries, the real estate
industry is facing increasing pressure to mitigate
climate risks and support the transition to a “lowcarbon economy” by reducing GHG emissions
and mitigating carbon (CO2) production.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Gather internal commitment and
support, and establish roles and
responsibilities to collect and analyze
GHG emissions data.
■ Designate a GHG reporting expert, either internally

or externally, and ensure they are trained on the
Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (GHG Protocol).46

	 The GHG Protocol provides free online webinars on
how to use the standard.47
■ Establish an internal project team to oversee the GHG

inventory process.

■ Define clear roles and responsibilities for data collection

and analysis, inclusive of decision-rights architecture
and internal reporting channels.

	 Consider integrating GHG monitoring and reporting

into existing data management and reporting tools and
processes.

	

While some REITs may choose to collect and analyze their
GHG emissions in-house, most REITs work with third-party
data management companies.

Establish a GHG inventory methodology.

■ Define the organizational boundaries of the GHG

data inventory to clarify the assessment parameters,
referencing Chapter 3 in the GHG Protocol.48

CO2

CH4

N 2O

HFCs

PFCs

SF6

■ Determine which emissions sources (i.e., emission

scopes) to include in the inventory/analysis by
considering operating activities, stakeholder
expectations for GHG reporting, and internal capacity to
collect and disclose Scope 1, 2, and 3 data.

	 Emission sources may include company facilities and
vehicles (Scope 1), purchased electricity (Scope 2), and
tenant-controlled assets and embodied carbon as a result of
development, when possible (Scope 3).
SCOPE 1
DIRECT



The scope allocation of emissions from leased assets
depends on both the selected organizational boundary and
the type of leasing arrangement. If the REIT has ownership
and financial control over the asset (i.e., under an operating
lease), and uses the equity share or financial control
approach, emissions associated with fuel combustion are
Scope 1, and the use of purchased electricity is Scope 2. In all
other cases—including a) the operational control approach for
an operating lease, or b) any finance/capital lease—tenant fuel
combustion emissions and purchased electricity emissions
are considered Scope 3 for the lessor.49

■ Company facilities

■ Company vehicles

SCOPE 2
INDIRECT
■ Purchased

electricity,
steam, heating,
and cooling for
company use

SCOPE 3
INDIRECT
■ Purchased goods

and services

■ Fuel and energy

related services

■ Waste generated

in operations

■ Transportation

and distribution

■ Business travel
■ Employee

commuting

■ Leased assets
■ Embodied carbon

Illustrative depiction of Scope 1, Scope 2, & Scope 3 emissions
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Establish a GHG inventory
methodology.

Collect and analyze GHG
emissions data.

■ Reporting methods for Scope 2 emissions can either

be location-based or market-based, and determine the
emission sources to include in the inventory.


Most companies opt for a combination of both reporting
methods, known as “dual reporting.”

The location-based method requires calculating
emissions from the local power grid on which the
energy consumption occurs; the market-based
method considers contractual arrangements under
which power is purchased and, if applicable, will
reflect green power purchases. 50
	 In addition to the GHG Protocol, GRESB’s Whose Carbon
Is It? provides practical guidance on how to determine the
inventory boundary and classify emissions.51
	 The Scope 3 Evaluator is a free online tool for
inventorying and estimating Scope 3 emissions. This tool,
aligned with the global standardized frameworks of the
GHG Protocol, provides users a simple interface to make a
first, rough approximation of their full Scope 3 footprint.52
	 Energy Star Portfolio Manager is a free tool used to
measure and track the energy consumption and GHG
emissions of buildings.53
ENVIRONMENTAL

Calculate emissions to establish a
baseline of performance.

■ Identify the respective emissions data owners

■ Using a standard GHG calculation methodology and

■ Select either a centralized or decentralized data

■ Explicate and record all calculation assumptions.

across the organization based on the determined
emissions sources.

considering all defined assumptions, calculate Scope 1
and 2, and, if possible, Scope 3 emissions.

collection methodology, based on the company’s
number of assets and project team’s capacity.

■ Disclose, or be transparent about, all data gaps or estimates.

With centralized data collection, each facility reports
raw data, and the corporate GHG reporting
expert or project team makes all calculations.
With decentralized data collection each facility uses
approved methods to calculate emissions and
reports outcomes to corporate headquarters.

 Ensure accurate unit conversion throughout the calculation
process.
	 For REITs, Scope 3 emissions are likely the largest emission
sources, but also the most difficult to measure since businesses have
limited control over these emissions. Examples of Scope 3 emissions
sources may include, purchased goods, employee commuting, end-oflife treatment of investments, and in some instances, tenant emissions.

 Companies may wish to opt for centralized data
collection as the process can be easier to manage and helps
reduce data collection errors.

 When calculating and reporting Scope 3 emissions,
companies may wish to begin with those that are most relevant
to business activities. For the REIT sector, this may include
purchased goods and services, fuel- and energy-related activities
(not included in Scopes 1 and 2), waste generated in operations,
business travel, and downstream leased assets.

■ Create templates to distribute to data owners for data

collection and management.

■ Gather and summarize data from across the organization,

keeping detailed records of where the data comes from
and who is responsible for collecting and verifying it.

■ Validate and verify data from data owners, flagging and

filling gaps as needed.

	 GHG Protocol’s Scope 3 Calculation Guide
offers an internationally accepted method to enable
companies’ GHG management with detailed, technical
guidance on relevant calculation methods to assess all
indirect emissions.54
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Identify Scope 1 and Scope 2 GHG emission
reduction targets and develop an action plan.

■ Engage internal and external stakeholders to identify

expectations and priorities for GHG emission reduction
targets, based on baseline findings.

■ Establish the REIT’s GHG emission reduction targets and

indicate whether targets are absolute or intensity-based.
 Reduction targets may depend on the maturity and
strategy of the REIT. For example, a REIT’s first carbon
reduction target could aim for 10% GHG emissions
reduction, whereas REITs with ambitious strategies might
target 45% reduction over a five-year timeframe.

■ Ensure regulatory compliance with any local or federal

GHG emissions requirements or restrictions.

New York’s Local Law 97 of 2019 requires buildings
equal to or larger than 25,000 square feet to
reduce GHG emissions by 40% by 2030, and 80%
by 2050.55
 Ensure targets are consistent with climate changerelated targets.
	See Climate Change Opportunities & Risks for

further guidance.

ENVIRONMENTAL

Measure and report on performance.

■ Identify metrics associated with the selected targets

and establish data management systems to regularly
monitor and measure progress.


■ Establish ongoing performance data collection and

review processes to ensure quality and accuracy.

	 Business units within individual REITs may operate

differently, and thus may need different structures, to
measure and reduce GHG emissions.

Focusing on “quick wins,” such as improving energy
efficiency, can result in major GHG emission reductions
without a need to invest in or develop new technologies.

 Integrating GHG data management and reporting into
primary operational management and assurance processes
supports the delivery of reliable, verifiable GHG data.59

	See Energy Management for further guidance on

improving energy efficiency.

■ Document priorities, metrics, and actions in an

internal implementation plan, and ensure actions are
comprehensive and defensible by aligning them to the
“SMART”—specific, measurable, accountable, realistic, and
time-bound—framework.

■ Analyze data and track progress against targets at

regular intervals.

■ Report on the progress internally and externally (e.g.,

 Although more rigorous, REITs may wish to consider
investing in the process of developing GHG reduction
targets that meet the criteria of the Science-Based Targets
initiative (SBTi), to enhance transparency and accountability
of reduction efforts against targets.56

	 Science Based Targets: Real Estate Leaders on the
Cutting Edge: Setting Sustainability Goals Grounded in
Science.57 and Science-Based Target Setting Guide.58
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in annual corporate reports, ESG reports, corporate
websites, newsletters, board of director briefs).

 Review GHG emission reduction reporting from
industry peers and companies in other sectors to compare
approaches.
 Include ESG standards and framework-specific
requirements in the standard reporting process.
	See ESG Reporting chapter for further guidance on

reporting against ESG frameworks and standards.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Consider committing to low carbon or carbon
neutral (“Net Zero”) operations, based on Scope
1 and 2 GHG emissions.

■ Engage leadership to develop a commitment to

carbon neutrality, and establish the scope of the
portfolio included.


Consider aligning with the World Green Building Council’s
Net Zero Carbon Buildings Commitment to reach net zero
operating emissions in the REIT’s portfolios by 2030, and net
zero buildings by 2050.60
■ Review current GHG emissions reduction performance

and develop a decarbonization roadmap, outlining
a target year to reach Net Zero and key actions,
milestones, and resources required.
	See Integrated Steps.

 Net Zero actions may include: reducing energy
consumption of properties, generating electricity onsite using
solar panels, and purchasing offsite renewable energy.

Set and measure reduction goals
for Scope 3 GHG emissions, where such
data is available and verifiable.

“

■ Review and analyze Scope 3 calculations and conduct

I am proud to have met our carbon neutrality
goal five years early. We will continue to push
the envelope to find innovative, tech-enabled
solutions to minimize our environmental
impacts, with a focus on driving down energy
use even further and expanding onsite
renewable energy.
Victor Coleman, Chairman and Chief Executive
Officer, Hudson Pacific Properties, Inc. 61

”

additional calculations if necessary.
	See Foundational Steps.

■ Set targets for the reduction of Scope 3 GHG emissions.
	See Integrated Steps for target-setting process.
 If feasible for your organization, develop Scope 3 targets
in alignment with the Science-Based Targets initiative
(SBTi).62

	 Science Based Targets: Best Practices in Scope 3
Greenhouse Gas Management provides guidance on
setting targets.63
■ Include progress on Scope 3 emissions reduction in

internal and external reporting.

■ Consider publicly communicating commitments and

 Some REITs are introducing innovative measures,
such as installing bike lanes and electric vehicle charging
stations, to reduce Scope 3 emissions of tenant and patron
transportation.64

reporting on energy performance, carbon emissions
reduction metrics, and progress towards Net Zero
carbon on an annual basis.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Enhance the company’s GHG emissions plan by expanding
the scope of the plan to include additional stakeholders and
the full project lifecycle.

■ Develop initiatives to include tenants and suppliers in

GHG emission reduction plans.

 Consider developing “green leases” with tenants that
contain clauses on energy use and GHG emissions to
overcome this challenge.
	See Energy Management for further guidance on

green leases.

	 Institute for Market Transformation (IMT) &
Landlord-Tenant Energy Partnership, Green Lease
Language Examples.65
 Fixed Common Area Maintenance charges (CAM)
in leases and tenant submetering can create a financial
incentive for tenants to reduce energy usage.

■ Assess and calculate the lifecycle emissions of

 Companies may consider pursuing and/or expanding
retrofit policies and prioritize building reuse over new
construction because of the immediate savings.

	 Use the Embodied Carbon in Construction
Calculator (EC3) Tool for benchmarking and
assessment of reducing embodied carbon. The tool
is focused on the upfront supply chain emissions of
construction materials.66

Carbon mitigation and GHG emissions reduction
efforts can take many forms, including
decreasing energy consumption, investing
in carbon offsetting, and purchasing “green
power” (electricity produced from renewable
energy sources including solar, geothermal,
wind, and biomass).

buildings, which includes both operational and
embodied emissions.

■ Develop strategies to minimize GHG emissions during

deconstruction and construction and optimize the use of
existing buildings.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Decarbonization: The reduction of carbon dioxide
emissions through the use of low carbon power sources,
achieving a lower output of GHG emissions. 67
Embodied Carbon: Refers to emissions that arise from
producing, procuring, and installing the materials and
components that make up a structure. It may
also include the lifetime emissions from maintenance,
repair, replacement, and ultimately demolition
and disposal.68
Emissions: The release of greenhouse gases into
the atmosphere.69

EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017

Scope 1 Emissions: GHG emissions from sources that
are owned or controlled by an organization.76

■ 4.8. Total direct GHG emissions

Scope 2 Emissions: GHG emissions that result from
the generation of purchased or acquired electricity,
heating, cooling, and steam consumed by an
organization.77

■ 4.9. Total indirect GHG emissions
■ 4.10 GHG emissions intensity

GRESB Assessment 2020

Scope 3 Emissions: Indirect GHG emissions not
included in energy indirect (Scope 2) GHG emissions
that occur outside of the organization, including both
upstream and downstream emissions.78

■ GRESB Resiliency Module
■ Performance: GHG
■ MR2: External review of GHG data

GRI Sustainability Reporting Standards

GHG Inventory: A quantified list of an organization’s
GHG emissions and sources.70

■ GRI 305: Emissions 2016

GHG Inventory Boundary: An imaginary line that
encompasses the direct and indirect emissions that
are included in the inventory. It results from the chosen
organizational and operational boundaries.71

	
SAM Corporate Sustainability Assessment 2021
■ Environmental Dimension – Operational Eco-Efficiency
■ Environmental Dimension – Climate Strategy

Greenhouse Gasses (GHG): Gas that contributes to
the greenhouse effect by absorbing infrared radiation.72

Sustainability Accounting Standards Board
■ Real Estate Owners, Developers & Investment Trusts

Net Zero Carbon Building: A building that is highly
energy efficient and fully powered from on-site and/or
off-site renewable energy sources.73

2016: Climate Change Adaptation

Operational Carbon: The emissions associated with
energy used to operate the building or in the operation of
infrastructure.74
Scope of GHG Emissions: Classification of the
operational boundaries where GHG emissions occur.75
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Environmental Policy
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING METRICS

The presence and completeness
of an organization’s environmental
management policies, what they
contain, and how they are managed.
Disclosures describe company
policies related to environmental
protection, responsible building
development, supply chain, resilience
scenario planning, compliance with
regulation, and management/approval
from senior leadership, among others.79
■ An environmental policy provides context and
clarity on which key environmental objectives
the organization targets, and how these can be
achieved. It can be developed in conjunction with
policies for specific environmental topics, such
as Greenhouse Gas (GHG) Emissions
and
Energy Management . The environmental
policy also forms the first step toward developing
and instituting an Environmental Management
Systems .

ENVIRONMENTAL

DJSI

GRESB

•

Disclosure of publicly available environmental policy

 ines and non-monetary sanctions for non-compliance
F
with environmental laws and/or regulations

Bloomberg: Specific metrics CDP: Reporting metrics are
tied to climate, water security,
are not publicly available.
Environmental performance and forests.
can be a factor in data
analysis.

MSCI: Specific metrics
are not publicly available.
Environmental performance
can be considered as factor
in scoring methodology.

GRI

•

•

SASB: Accounting metrics
for the REIT industry are
Energy Management,
Water Management,
Management of Tenant
Sustainability Impacts,
and Climate Change.

ISS E&S

•
•

•

TCFD:
Disclosure
recommendations
focus on climaterelated metrics.

■ Establishing a strong environmental policy can
help organizations ensure compliance with
environmental laws and regulations. It can also
streamline company efforts, as the policy will
concentrate on the environmental topics that are
a priority to the organization.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Assess current state of company policies
to determine existing policies, practices,
and governance structures to include in a
formalized environmental policy.
■ Identify existing policies and practices related to

the organization’s environmental performance and
management.

	 The current state assessment can include a review

of documentation and practices around compliance with
regulations, GHG emissions and carbon pricing, energy
consumption, supply chain management, water, waste,
indoor environmental quality, environmental protection, land
use, material sourcing, green building certifications, and/or
responsible building development.

■ Review the company’s annual report, website, and proxy

statement to assess current disclosure practices on
environmental management.


For guidance on developing and disclosing policies
around specific environmental topics, see respective
chapters:

Publicly disclose current state, highlighting
relevant existing documentation and practices,
and reinforcing commitment to develop a
formalized environmental policy.
■ Disclose an overview of all available environmental

policies, practices, and governance structures related
to environmental performance and management on the
REIT’s website and in the company annual report and
proxy statement, as appropriate.
 Indicate whether the policies are approved by senior
management or board of directors.

■ Disclose and/or reference other relevant information,

such as environmental management and governance
structures, risk management processes, adherence to
regulations, or procedures for environmental impact
assessments.
	See Integrated Steps for examples of

environmental policies.

	 Climate Opportunities and Risks
	 Energy Management

	 Greenhouse Gas (GHG) Emissions

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE

29

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Environmental | Environmental Policy

Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Develop an organization-wide
environmental policy.

Implement the policy and report.

■ Develop an initial list of content to include in the policy

by comparing the current state assessment against ESG
rating and ranking agencies, investors, and regulatory/
legal expectations.
	See Foundational Steps.

■ Identify and prioritize environmental topics for inclusion

(e.g., water, waste management, energy use, GHG
emissions).

	 Policies are typically between two to ten pages and may

include: company statement, compliance with regulations/
legislation, priority environmental topics and commitments
and/or targets, governance and management structure,
contact information, and leadership signature.

■ Develop commitment statements for each environmental

topic, and reference existing targets if applicable.

■ Identify and document the frequency for reviewing and

■ Make the policy available to all employees through

■ Present the policy to the general counsel and leadership

■ Provide resources and/or training to executives,

updating the policy (e.g., annually).
for approval and sign-off.

internal platforms.

board members, and management in each department
to ensure effective implementation and oversight of
the policy.

	 Consider including a dated signature from senior (e.g., the

head of ESG) or executive leadership in the policy.

	 The policy can be updated as risks evolve, or

■ Conduct trainings on relevant aspects of the policy for

all employees, and ensure that all new hires receive an
overview as part of onboarding.

organizational commitments or priorities change.

	 Examples of environmental policies:
AvalonBay Communities Inc.80
Unilever 81
The Goldman Sachs Group, Inc.82
S&P Global Inc. 83

 Employee trainings may include waste management and
recycling, energy reduction initiatives, procurement practices,
or environmental design requirements for new projects.

■ Disclose evidence of the policy and governance

structures on the website and/or in regular ESG reporting.

■ Describe the governance structure for implementation,

oversight, and management of topics covered under the
environmental policy, including processes for noncompliance.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Measure and assess company-wide
performance against implementation
of the environmental policy.

■ Define KPIs and/or impact metrics relevant to the

environmental policy, or link policy impact measures
to existing KPIs (e.g., climate resiliency, emissions
reduction).

■ Regularly report progress to leadership and/or

board of directors, based on established roles and
responsibilities.

■ Report progress and impacts externally, and update

policy and practices as needed to effectively address
any issues of non-compliance or underperformance.

Expand environmental policy to
include suppliers.

■ Develop or update the company’s supplier (or vendor)

code of conduct and ethics to incorporate standards
and expectations aligned to the company’s own
environmental commitments and policy.

	 See Supply Chain Management for further guidance.
 Examples of environmental policy integration may
include asking suppliers to report metrics around various
environmental practices (e.g., energy, waste, water,
emissions), establish environmental commitments, or use
environmental product declarations.

■ Provide annual trainings on environmental policies and

issues to suppliers and business partners.

■ Publicly disclose the REIT’s supplier code of conduct

and environmental policy capacity building initiatives on
the website and/or in reporting.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Environmental Product Declarations: An
independently verified and registered document
that communicates transparent and comparable
information about the lifecycle environmental impact
of specific products (including voluntary labels,
self-declaration, and eco-labels).84

EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 4. Environment

GRESB Assessment 2020
■ P01. Policy on environmental issues

GRI Sustainability Reporting Standards
■ GRI 301: Materials 2016
■ GRI 302: Energy 2016
■ GRI 303: Water and Effluents 2018
■ GRI 304: Biodiversity 2016
■ GRI 305: Emissions 2016
■ GRI 306: Waste 2020
■ GRI 307: Environmental Compliance 2016
■ GRI 308: Supplier Environmental Assessment 2016

	
SAM Corporate Sustainability Assessment 2021
■ Environmental Dimension

Sustainability Accounting Standards Board
■ Industry Brief: Real Estate Owners, Developers &

Investment Trusts: Energy Management, Water
Management, Management of Tenant Sustainability
Impacts
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Energy Management
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING METRICS

Covers all energy-consumption
related metrics and policies for a
company. Disclosures cover data,
metrics, and programs related
to energy reduction, efficiency,
and conservation for all company
operations and products, with
emphasis on renewable energy use.85
■ Energy use reduction, efficiency, and conservation
are often among the highest environmental priority
activities for real estate organizations. Improving building
efficiency can result in a reduction of operational costs
and greenhouse gas (GHG) emissions.86
■ A
 s tenants play an important role in the total energy
consumption of a property, engaging tenants to
reduce energy use can contribute significantly to
energy reduction targets.87
■ O
 rganizations can consume energy in various
forms, such as fuel, electricity, heating, cooling, or
steam. Energy can be self-generated or purchased
from external sources, and may come from
renewable sources (e.g., wind, hydro, solar) or from
non-renewable sources (e.g., coal, petroleum,
natural gas).88
ENVIRONMENTAL

CDP

Energy consumption data coverage as a
percentage of floor area, by property subsector
Total energy consumed by portfolio area with
data coverage, percent grid electricity, and
percent renewable, each by property subsector
Like-for-like change in energy consumption of
portfolio area with data coverage, by property
subsector
Percent of tenants that are separately
metered or submetered for grid electricity, by
property subsector
Amount of reductions in energy consumption
achieved as a direct result of conservation and
efficiency initiatives
Percent of eligible portfolio that has obtained
an energy rating and is certified to ENERGY
STAR®, by property subsector
Energy efficiency measures implemented in
the last three years
Renewable energy generated at asset level,
by on-site and off-site generation
Bloomberg: Specific metrics
are not publicly available.
Energy management is
considered as a factor in
data analysis.

MSCI: Specific metrics are not
publicly available. Environmental
performance, including green
buildings and renewable
energy opportunities, can
be considered in scoring
methodology.

DJSI

GRESB

• • •
• • •
•
•
•
•
•
•
•
•
• • •

GRI

ISS E&S

SASB

TCFD

• • • •
• • • •
• •
• •
• •
• •

•

•
•
•

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Define the company’s energy
performance baseline.

Establish a cadence of regularly
tracking and reporting energy data.

■ Inventory portfolio-wide energy data.

■ Develop or invest in a system to regularly track

	 Portfolio-wide energy data collection may include: energy

purchased; energy generated on site; current efficiency
measures; submetering; heating, ventilation, and air
conditioning (HVAC) system in use; and non-energy related
data (building size, operating hours, etc.).

	
 Review gas and electricity bills, as well as electricity
meters, to obtain performance data.
	
 Specify the percent of non-renewable versus renewable
energy used on site, and ensure data is specified by fuel type
at individual building/facility levels.
■ Analyze performance to identify data gaps and areas of

high-cost energy use.

	
 Data collection and analysis can be done in-house or with
an external service provider.
■ Use data analysis outcomes to define current

performance baseline for tracking and reporting.

■ Establish processes and expectations for development

portfolio-wide energy data.

	 Many REITs use ENERGY STAR’s Portfolio Manager to

and delivery of quarterly and annual energy performance
reports to company leadership.

track energy use over time for commercial buildings. Use of
the tool is free of charge.

	 ENERGY STAR Portfolio Manager 90, The Building
Performance Tracking Handbook 91
■ Train property managers on data collection processes to

ensure data accuracy and consistency.


	

Data collection combined with data analysis and
performance review can help detect performance issues.
Diagnosing and fixing these issues may result in cost savings
and reduced carbon emissions.
 An investment in technology and equipment coupled with
education of key staff may result in quicker returns. REITs may
consider CEM-certified energy champions for their assets. A
Certified Energy Manager is an individual who optimizes the
energy performance of a facility, building, or industrial plant.92

 Example of reported energy performance baselines
in the REIT industry: Hersha Hospitality Trust, 2019 Hersha
EarthView Sustainability Report. 89
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Define energy reduction targets
and develop an action plan.

Engage employees and build capacity
to implement goals.

■ Benchmark peer performance and energy targets,

global commitments (e.g., United Nations Sustainable
Development Goals [UN SDGs], TCFD), and local/state
goals to establish parameters for potential targets.
 Examples of local/state goals may be found in New
York’s Climate Act 93 and the California Building Energy
Efficiency Standards.94

energy consumption across properties by 20% in three
years, achieve an EPA Energy Star Rating of 75 for 50% of
the buildings in the portfolio by 2022) can yield immediate
benefits for the organization. Long-term goals (e.g.,
transition to 100% renewable energy by 2030) might be
more ambitious and require greater investment up front,
but can position the REIT as leader in its industry.
See Embedded Steps for further guidance on
transitioning to renewable energy.

	
 ENERGY STAR can produce building energy scores for
benchmarking against other portfolios/buildings.
■ Assess and determine the feasibility of targets.

finalized, time-bound energy efficiency and reduction
targets that align with corporate strategy and objectives.

In 2020, 66% of the largest 100 REITs
by equity market cap publicly disclosed
their energy performance.95

ENVIRONMENTAL

Q&A session around energy use and targets.

■ Provide targeted training to employees with specific

responsibilities.

	 Examples of training topics may include: changing

workplace practices to reduce energy use, using and
maintaining equipment or tools to ensure efficient operations,
and developing processes for data collection and monitoring.

■ Offer incentives to motivate and encourage employees to

contribute to energy goals.

	 Consider establishing longer-term energy efficiency

targets in alignment with the Science Based Targets initiative
(SBTi), even if the organization is not yet prepared to submit
these targets for approval by SBTi. 96

	
 Consider reviewing current and proposed local and federal
financial incentives (e.g., tax credits), technological capabilities
and potential, market trends, resiliency requirements and
regulations, and engaging cross-functional internal stakeholders
to inform the assessment.
■ Refine targets based on assessment outcomes and define

■ Provide an organization-wide introductory training and

	 Short-term (one to three years) targets (e.g., reduce

See GHG Emissions chapter for more guidance on the
Science Based Targets initiative.

	 Incentives may include: internal competitions across

departments, awards for best-performing properties, and tying
selected employee performance standards to energy goals.

■ Provide ongoing opportunities for employees to provide

■ Share targets and action plan externally on company

website and in ESG reports.

feedback and suggestions, such as town hall meetings,
intranet forums, or working groups.


	

Companies often share their energy reduction targets
alongside other key ESG goals in their annual reports
to highlight the company’s embedded commitment
to comprehensive performance across all financial,
environmental, social, and governance areas.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Work with tenants to establish joint goals and
programs for energy reduction and efficiency.

■ Identify the tenant’s ESG/energy objectives and

contact person.

■ Prioritize tenants for engagement based on greatest

energy management needs.

See Foundational Steps for information on establishing
baselines and identifying areas of improvement.

■ Communicate corporate energy targets, goals, and action

plan to tenants.

■ Establish a joint tenant-owner council or working group

to generate ideas and initiatives for energy reduction and
efficiency, and collectively establish performance goals
for the building.

■ Provide tenants with actionable steps and materials,

aligned to corporate goals and targets, to reduce their
energy consumption (e.g., a “green office” checklist) and
regularly communicate progress against targets and goals.

	 Examples of communication methods that may be

appropriate include: monthly-updated scorecard posters
in properties, lobby displays with key achievements, and
distribution of an annual building report that showcases
progress against goals.

ENVIRONMENTAL

Enhance monitoring systems on site
and prioritize energy efficiency in new
building design.

I ncreasingly, regulations are being
introduced to encourage tenant
involvement in energy reduction
measures. For example, the New York
City Energy Conservation Code requires
building owners to install electric
submeters for tenants in buildings over
5,000 square feet by the year 2025.97
	 Examples of REITs with tenant engagement programs

around energy: JBG SMITH Properties informs tenants and
residents how their actions contribute to energy use and
provides recommendations on energy use management and
reduction.98 Vornado Realty Trust hosts energy reduction
challenges for tenants.99

■ In current structures, consider installing occupancy

sensors and carbon dioxide (CO2) sensors.

■ Consider partnering with software providers to deploy

energy intelligence software (EIS) and real-time energy
monitoring infrastructures to optimize facility operations
and control utility costs.

	 The American Council for an Energy-Efficient
Economy provides an overview of average purchase
costs, estimated energy savings, and payback periods
for various energy efficiency technologies.100
	

Upon reviewing EIS data, adjust as needed to improve
efficiency and/or further reduce energy use. Adjustments
may include: updating the settings of building management
systems, decreasing equipment runtime, and implementing
nighttime energy setbacks/shutdowns.

	

For new acquisitions, consider including energy
performance criteria in due diligence checklist.

	

REITs with triple net (NNN) leases may consider
collaborating with tenants and providing guidance to improve
tenants’ energy efficiency. REITs can consider ensuring
efficiency of the shell infrastructure and providing tenants
with recommendations for the fit-out. If common areas are
managed by a REIT under a triple net lease, energy efficiency
measures may also be implemented there.

■ During the design phase of new buildings, use energy

modeling programs to optimize building performance.

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE

36

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Environmental | Energy Management

Implementation & Reporting Activities
Integrated Steps

Foundational

Embedded

Embedded Steps

Enhance monitoring systems on site
and prioritize energy efficiency in new
building design.

■ Integrate passive design strategies such as climate-

responsive design and daylighting into new building
design or retrofits.

	 Identify opportunities to include use of onsite renewable

energy sources in new building design or retrofits.
See Embedded Steps for further guidance on
renewable energy.

Whole Building Design Guide: Optimize Energy Use. 101
	 Design new buildings in alignment with energy-

efficiency certifications and technical standards for new
constructions (i.e., “green buildings”).
LEED 102, BREEAM 103, Green Globes 104

When possible, amend leases to
incorporate commitments and activities
that support corporate energy
management and reduction goals.

Retrofit older and/or less
efficient buildings.

■ Identify language and actions around sustainable

■ Conduct an investment analysis to study, rank, and

practices and energy management to include in the
“green” lease and revise standard lease form.

Institute for Market Transformation (IMT) &
Landlord-Tenant Energy Partnership, Green Lease 		
Language Examples.105
	

To ensure consistency of requirements in leases,
companies may consider updating their standard lease form
with “green” clauses, rather than adding these requirements
as an addendum.106

select properties for building upgrades, based on
current energy performance, costs and benefits, and
market trends.

	

Consider conducting an energy audit to review the
building’s energy features and consumption patterns, and
identify areas for further efficiency.

	

REITs may wish to identify options for financial support for
retrofitting, such as grants, rebates, and loans.

■ Conduct retro-commissioning to systematically identify

areas for improvement (e.g., equipment or systems that
need to be replaced, sensors that require recalibration).

■ Update building rules and regulations to more easily

enable the implementation and oversight of energy
reduction actions at the property-level.

■ Inventory gaps and opportunities for upgrades and

	

To overcome the split-incentive barrier (where the building
owner has to pay capital expenses to improve the building
while tenants benefit from lower utility bills), consider including
a cost recovery clause in the lease. 107

replacements.

■ Conduct upgrades or install replacement for lighting,

air distribution systems, HVAC systems, ductwork,
and other building features (e.g., windows) to optimize
efficiency and performance.

■ Track energy performance and communicate progress

with tenants.

	 For new acquisitions, consider including minimum energy

	

For triple net leases, consider installing electric submeters
for tenants and developing an energy information portal
through which submetered tenants can access their energy
usage profile and data.

ENVIRONMENTAL

Integrated

performance requirements, or include efficiency updates in
capital updates budget.

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE

37

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Environmental | Energy Management

Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
As appropriate for energy targets and goals,
implement renewable energy initiatives.

	 Examples of REIT energy goals include: Kilroy Realty

Corporation: carbon neutral operations by 2020108; Equinix,
Inc.: 100% renewable energy use across portfolio109; Digital
Realty Trust, Inc.: 100% renewable energy use across
portfolio110; Vornado Realty Trust: carbon neutrality by
2030111; and Hudson Pacific Properties, Inc: 100% carbon
neutrality across portfolio by 2025 (goal reached in 2020).112

■ Engage power and utility suppliers to develop or

adjust energy supply contracts to include renewable
energy sources.

	 The Renewable Energy Buyers Alliance (REBA)
provides tools and assistance for clean energy
transactions.113
■ If possible, establish on- or off-site Power Purchase

Agreements (PPA) with energy suppliers.

	 Establishing on-site PPAs with a renewable energy

 xamples of off-site PPAs in the REIT industry:
E
Digital Realty Trust, Inc. contracted a renewable
energy supplier to meet a portion of its data
center energy needs from a 100-megawatt
solar plant to be built in Arizona, 116 and Iron
Mountain Inc. engaged in a virtual PPA to buy
energy from a wind farm.117

generator is one option for on-site renewable energy
generation. Alternatives include leasing renewable energy
technologies from providers (e.g., solar rooftop panels) or
making direct investments to install on-site equipment.114

	 An on-site PPA can serve as a starting place for REITs,

as it has lower risks and requires no initial capital up-front.
An off-site PPA can be used to address portfolio-wide
objectives and generate significant impact, but requires
capital investments and can take longer to implement—as
trust and commitments need to be established.

 xamples of on-site renewable generation:
E
Boston Properties, Inc. generated over 1
million kilowatt-hours onsite in 2019 through
distributed generation technologies (such
as solar photovoltaics, solar thermal, and
cogeneration systems).115

■ Incorporate regular tracking into energy performance

assessments and communicate progress towards targets
through the ESG report, company website, investor
briefings, and other relevant communication channels.

Examples of current renewable energy performance
disclosure: Iron Mountain Inc.118, Kilroy Realty
Corporation119

	

	

Consider solar-ready infrastructure in design and
construction for future renewable installations.

National Renewable Energy Laboratory (NREL), Solar
Ready Buildings Planning Guide120; NREL, Solar Ready: 		
An Overview of Implementation Practices.121
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Consider seeking certification for
buildings and data.

■ Select standards, certifications, and rating programs

to apply for and identify requirements (such as external
verification) and associated fees.

■ Follow application requirements and share the

certification in the ESG report and on the company
website.

	

For ENERGY STAR certification, apply through the website
to obtain certification. Buildings must outperform at least 75%
of similar buildings worldwide to qualify for ENERGY STAR
certification.122

	

Zero Energy buildings are buildings that produce
enough renewable energy to meet their own annual energy
consumption requirements, thereby reducing the use of
nonrenewable energy in the building sector. 126
ENERGY STAR, 127 LEED,128 BREEAM,129
New Buildings Institute,130 Green Globes.131

	

For LEED certification, register the project, pay fees through
the U.S. Green Buildings Council, submit documentation, and
await review and/or requests for supplementary documentation.
An additional fee is required to receive the certification.123

	

For BREEAM certification, use a licensed assessor to
register the project and undergo assessment.124

	 For Zero Energy building verification, follow the guidance

from the New Buildings Institute, apply for third-party
certification with a third-party, and register the building in the
project registry.125

A “green bond” is a type of fixed-income
instrument that is earmarked to finance climate
and environmental projects, including those related
to energy efficiency, renewable energy, water
management, emissions prevention, and more.
Green bonds may be certified by independent third
parties with recognized certification schemes
focused on impact-driven qualification criteria.
As investors seek to increase their allocation to
ESG-type instruments, REITs are well-positioned to
meet this market demand and leverage green bond
instruments to finance costly capital projects. By
doing so, REITs can improve their ESG performance,
broaden their investor base, ensure greater
accountability, and strengthen their reputation.
Social bonds and sustainable bonds also have been
introduced, but green bonds continue to account
for the bulk of the sustainable debt market and
serve as a natural starting point for REITs, given
their environmental impact.132

ICMA Green Bond Principles 133
APG Guidelines for Green, Social, and
Sustainable Bonds 134
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES
EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017

Certified Energy Manager: An individual who
optimizes the energy performance of a facility, building,
or industrial plant.135

Passive Design: Design that takes advantage of a
building’s site, climate, and materials to minimize
energy use.141

Conservation and Efficiency Initiatives:
Organizational or technological modification that
allows a defined process or task to be carried out
using less energy. Conservation and efficiency
initiatives include process redesign, the conversion
and retrofitting of equipment such as energy-efficient
lighting, or the elimination of unnecessary energy use
due to changes in behavior.136

Power Purchase Agreements: Arrangement in which
a third-party developer installs, owns, and operates an
energy system on a customer’s property. Though most
commonly used for renewable energy systems, PPAs
can also be applied to other energy technologies such
as combined heat and power (CHP).142

Energy Intensity Ratio: Energy intensity ratios
define energy consumption in the context of an
organization-specific metric. These ratios express the
energy required per unit of activity, output, or any other
organization-specific metric.137
Energy Reduction: Amount of energy no longer used
or needed to carry out the same processes or tasks.138
ENERGY STAR: Voluntary building labeling program
designed to identify and promote energy-efficient
buildings and to reduce energy consumption and
greenhouse gas (GHG) emissions, overseen by the
US Environmental Protection Agency and the US
Department of Energy.139

■ 4. Environment

GRESB Assessment 2020
■ P01. Policy on environmental issues
■ RM4. ESG due diligence for new acquisitions
■ RA3. Energy efficiency measures
■ Performance: Energy
■ Development: Energy

Renewable Energy Source: Energy source that is
capable of being replenished in a short time through
ecological cycles or agricultural processes. Renewable
energy sources can include geothermal, wind, solar,
hydro, and biomass.143
Retro-commissioning: Process of commissioning
a facility or system to resolve problems that occurred
during design or construction or address problems
that have developed throughout the building’s life, and
optimize the building’s functionalities and efficiency.144

GRI Sustainability Reporting Standards
■ GRI 302: Energy 2016

	
SAM Corporate Sustainability Assessment 2021
■ Environmental Dimension – Operational Eco-Efficiency

Sustainability Accounting Standards Board
■ Industry Brief Real Estate Owners, Developers &

Investment Trusts: Energy Management, Water
Management, Management of Tenant Sustainability
Impacts

Green Lease: ESG-specific requirements in
lease contracts.140
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Environmental Management Systems
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING METRICS

Details the systematic and structured
management of an organization’s
environmental performance and
impact. Disclosures focus on policies
and procedures in place that govern
the processes, tools, and platforms
used to collect and manage
environmental data, implement
environmental protection measures,
and comply with environmental laws
and legislation. Emphasis is placed
on target-setting and continuous
monitoring of environmental
performance.145
■ An EMS can cover a range of environmental
issues, including energy, waste, water,
biodiversity, GHG emissions, climate-related risk
and opportunities, materials sourcing, and/or
environmental impact of new developments.146
It provides a framework for monitoring and
reporting of environmental performance, tracking
compliance with environmental laws and
regulations, identifying improvement areas, and
enhancing collaboration on environmental issues
between relevant internal departments.

ENVIRONMENTAL

GRI

DJSI

GRESB

ISS E&S

•

•
•
•
•

•
•
•
•

Publicly disclosed environmental management system (EMS),
including EMS framework, governance, and management

Alignment of EMS with the ISO 14001 Standard

•
•

External certification of EMS by an independent third party

•

Fines and non-monetary sanctions for non-compliance
with environmental laws and/or regulations
Bloomberg: Specific
metrics are not publicly
available. Environmental
performance can be a
factor in data analysis.

SASB: Accounting metrics
CDP: Reporting metrics are
tied to climate, water security, for the REIT industry are
Energy Management, Water
and forests.
Management, Management
MSCI: Specific metrics
of Tenant Sustainability
are not publicly available.
Environmental performance Impacts, and Climate
can be considered as a factor Change.

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.

TCFD:
Disclosure
recommendations focus
on climate-related metrics.

in scoring methodology.

When applied properly, an EMS will facilitate more
active environmental and operational performance
monitoring, earlier identification of inconsistencies,
inefficiencies, risks, and greater responsiveness—
which can help to manage risk, operating costs, and
environmental impact.

An environmental management system (EMS)
is usually implemented by companies further
along in their ESG journey, as it requires
having environmental policies and programs
already in place.

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

ENVIRONMENTAL

1. 	Climate Change
Opportunities & Risks

2. 	Greenhouse Gas
Emissions

3. 	Environmental Policy

4. 	Energy Management

5. Environmental

Management Systems

SOCIAL

GOVERNANCE

41

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Environmental | Environmental Management Systems

Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Define the company’s EMS framework.

■ Identify relevant personnel across the organization to

participate in the EMS development team, and define
roles and responsibilities.

	 Developing and implementing an EMS requires

collaboration and communication between the different
departments of an organization, such as ESG, operations
(including property managers), and risk. Develop a
responsibility matrix to communicate specific responsibilities
to employees.

	
 Assign a team member for communicating progress and
performance to the wider organization and leadership on a
regular basis.
■ Define the desired elements of an EMS for the

organization, known as an EMS framework.

ELEMENTS OF AN EMS
Although not all elements are relevant to each organization, the elements of an
ISO 14001-aligned EMS may include:
Policy Design

Documentation and Monitoring

1	
Environmental policy that states the organization’s

1	
EMS documentation protocols to maintain information

commitment to the environment and provides the
framework for the EMS.

on the EMS.

2	
Overview of priority topics and risks with significant
impact on the environment.

3	
Operational control to manage operations
and activities.

3	
Compliance with legal and other requirements.

4	
Monitoring and measurement of key activities and

performance, and periodic assessment of compliance with legal requirements.

Implementation

5	
Records of EMS performance.

1	
Environmental objectives and targets in line with

the organization’s policy, environmental impact, and
stakeholder expectations.

2	
Plan and actions necessary to achieve objectives
and targets.

6	
Periodic EMS audits.
7	
Periodic management reviews.

Responsiveness

3 Roles and responsibilities.

1	
Emergency preparedness and response.

4	
Regular training and capacity building for staff to
implement actions and procedures.

5	
Processes for internal and external communications.

ENVIRONMENTAL

2	
Document control procedures.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Inventory existing elements of the
EMS framework and identify resources
and actions required to develop
new elements.

Develop the company’s EMS.

■ Inventory current initiatives, policies, and performance

■ Define the management and oversight processes for

	 An environmental policy is the starting point for any EMS.

	 For ease of implementation, integrate EMS oversight into

metrics related to environmental management and
identify existing EMS elements and gaps to be filled.

	See Environmental Policy for further guidance.

	
 Examples of existing elements may include: recycling and
biodiversity programs, policies (e.g., on waste management,
water use, energy management), emergency procedures,
and outlined roles and responsibilities for environmental
compliance and oversight.
	
 Consider using an online ISO 14001 self-assessment
tool to assess completeness and improvement areas of
EMS components.
■ Determine resources required, estimated timeline, and

roles and responsibilities for EMS development and
implementation based on EMS framework and inventory
gap assessment.

	
 Resources may include: staff time to develop, manage,
and oversee the EMS; consulting assistance; training of
personnel; and costs of data management systems and tools.

ENVIRONMENTAL

each element of the EMS, including leadership oversight
and decision-rights.
existing ESG, health and safety, risk management, strategic
planning, and/or other relevant departmental governance
structures and processes.

■ Leverage the cross-departmental support of the EMS

development team to define or create new components
of the EMS.

■ Aggregate the developed, relevant elements of an

EMS framework into a single document or electronic
database (e.g., an interactive spreadsheet or specific
EMS software) to form the company’s environmental
management system.

	
 The timeframe for developing an EMS can vary from three
to 24+ months, depending on the organization’s size, scope,
and capacity, as well as how many relevant elements of the
EMS have already been developed and implemented.
	See Foundational Steps.

	
 Companies may consider developing an EMS in
accordance with ISO standards, to simplify the certification
process at a later stage. Several ESG reporting standards
and frameworks provide scoring points for ISO 14001 certified
environmental management systems, including DJSI, ISS
E&S, and GRESB.
	See Embedded Steps for further guidance on obtaining

ISO 14001 certification.

	 Obtaining ISO 14001 certification can be complex and/

or costly as it might require additional staff time, third-party
verification, certification fees, and/or investments in data
management systems.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Define KPIs and metrics for each element
of the company’s EMS framework, and
establish data management and governance
processes and reporting structures.
■ Identify KPIs and metrics relevant to environmental

policies, targets, and performance within the scope of
the EMS.

	
 Examples of metrics may include: total energy
consumption, total water consumption, number of
environmental incidents reported per year, percent of staff
trained on relevant environmental protocols documented in
EMS, significant fines or non-monetary sanctions regarding
environmental compliance, number of audits conducted per
year, and number of management reviews per year.
■ Define data collection and internal reporting processes

for each metric, including data storage, security, and
oversight protocols.

	
 Data management can either be done in-house or
outsourced to a third-party, depending on the company’s
scope and resources.

ENVIRONMENTAL

Prepare an EMS manual, including
environmental management program
overviews, operational control
procedures, and monitoring and
measurement processes.

Formally launch the EMS internally,
including company-wide training for
relevant personnel and integration in
onboarding for new employees.

■ Review existing operational control procedures and

■ Develop training on the EMS for relevant employees and

■ Compile an overview of relevant information in the EMS

■ Conduct training following release of the EMS, and

monitoring activities and update accordingly.

external stakeholders (e.g., contractors).

manual, including links to policies and procedures
such as the environmental policy and/or health and
safety policy.

■ Include EMS governance and management processes,

embed ongoing trainings in annual professional
development, onboarding, etc.

■ Provide job-specific training to relevant employees to

ensure understanding of expectations, processes,
operational controls, and data management and
reporting related to their specific role and responsibilities.

including decision-rights and reporting, in the manual.

	
 In order to facilitate efficient process improvement, the
manual can be concise and high-level, linking to additional
documentation for further guidance.

■ Establish a formal process and timeline to refresh

trainings based on updates to the EMS and/or
regulatory changes.

Examples of REIT EMS Manuals:
Boston Properties Inc. 147
Hersha Hospitality Trust 148
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Publicly disclose the company’s
implementation of an EMS.

■ Update the environmental policy to include reference

to the EMS.

■ Include reference to the EMS in non-financial

reporting, such as the annual ESG report and on
the company website.

	
 Disclose relevant governance and management
processes, improvement processes, and targets in the annual
ESG report and/or on the website.
	
 Include narrative to describe the REIT’s journey for
establishing an EMS, and reference the scope, timeframe,
and planned improvement areas.
	
 Make EMS-related policies and protocols available on
the website, or upon request, to provide increased transparency for investors, rating agencies, and other stakeholders
that wish to review and evaluate the EMS governance
mechanisms in place.

ENVIRONMENTAL

“

Host’s environmental management system
(EMS) for its entire consolidated portfolio
has been third-party, ISO 14001-certified
since 2016… A commitment to ISO 14001
management principles has enabled Host
to drive substantial improvements
in environmental efficiency from our
2008 baseline.
Host Hotels & Resorts, Inc.
2020 Corporate Responsibility Report 149

”
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Periodically evaluate compliance and
performance, and create a continuous
improvement process.

■ Establish and implement an internal procedure for

corrective and preventive actions to address issues of
non-compliance with EMS protocols.

■ Select and train internal auditors to regularly evaluate

performance and compliance against the EMS.

	
 Start with smaller, more frequent audits (e.g., monthly or
quarterly), instead of auditing the entire EMS, and use the
results as learning tools.
■ Record audit findings in accordance with the data

management process.

■ A
 ssign senior leadership responsibility to regularly

conduct management reviews and determine whether
steps are necessary to optimize the effectiveness of
the EMS.

■ Make changes and adapt processes as needed.

	
 Engage internal and external stakeholders (e.g.,
employees, contractors, suppliers, tenants) to review
performance and identify improvement areas.

ENVIRONMENTAL

Self-declare the EMS in alignment
with ISO 14001 requirements.

Conduct external ISO 14001 registration
of the EMS by an independent third party.

■ Update or redesign the EMS manual and relevant

■ Select a third-party certification body to assess the EMS

	
 Common areas for improvement include: ensuring
data accuracy and availability, complying with internal audit
requirements, and documenting corrective actions taken to
address noncompliance with EMS components.

	
 Consider selecting an assessor with prior experience in
the real estate industry.

documentation to align with ISO requirements.150

process for adherence with the ISO 14001 requirements.

	
 Common improvement nonconformances include: lack
of documentation on process improvements/updates or
missing required documentation (e.g., results of environmental
monitoring).
■ Actively engage senior leadership and the board

■ Provide the assessor with all relevant documentation

and information based on the ISO requirements.

	
 Examples of relevant information may include:
documented governance processes, preventative and
corrective measures taken, proof of management reviews,
evidence of staff trainings, and data management systems.
■ Review the outcomes of the assessment and provide

throughout the certification process to fulfill ISO’s
requirement for the establishment of oversight and
feedback processes.

additional information if requested.

■ Issue and disclose self-declaration of alignment with

■ Communicate adherence and certification in non-

financial reporting and disclosure (e.g., in the annual
ESG report or on the REIT website).

ISO 14001 requirements.

	
 Prior to seeking third-party certification, many third-party
certifiers prefer a company declare conformity with the
standard and conduct at least one full cycle of internal audits
and management review.

	
 Recertification is required every three years, in addition to
an annual management review and regular internal audits.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

ISO 14001: Internationally agreed standard,
developed by the International Organization
for Standardization (ISO), that sets out the
requirements for an environmental management
system and helps organizations improve their
environmental performance.151

GRESB Assessment 2020
■ RM1. Environmental Management System

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016. Section: 102-11:

Precautionary Principle or approach
■ GRI 103: Management Approach 2016
■ GRI 307: Environmental Compliance 2016

		
Sustainability Accounting Standards Board
■ Industry Brief: Real Estate Owners, Developers &

Investment Trusts: Energy Management, Water
Management, Management of Tenant
Sustainability Impacts
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SOCIAL CHAPTERS
Throughout this document, “social” refers to an organization’s
processes, policies, practices, and impact with regard to the
people—both internal and external—with whom it interacts.152
ESG frameworks, standards, and rating agencies outline and
assess more than ten social topics to determine company ESG
performance and impact. The top five most frequently occurring
social criteria across ESG frameworks, standards, and rating
agencies, and of the most relevance to the REIT industry, are:
■ Supply Chain Management
■ Stakeholder Engagement
■ H
 ealth and Safety
■ Workforce Development
■ D
 iversity, Equity & Inclusion153

These reference guides present information distilled from ESG requirements
established in ESG frameworks and standards, perspectives gleaned via
interviews with subject matter experts, and leading practice examples from
across the REIT industry. The chapters leverage this compilation of industry
insights to provide illustrative examples as to how REITs may choose to
implement and report on their ESG programs and management to satisfy
disclosure requirements.

ENVIRONMENTAL

SOCIAL

SOCIAL

SOCIAL

SOCIAL

SOCIAL

SOCIAL

1. 	Supply Chain
Management

2. 	Stakeholder
Engagement

3. 	Health and Safety

4. 	Workforce Development

5. 	Diversity, Equity
& Inclusion

GOVERNANCE

48

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Social | Supply Chain Management

Supply Chain Management
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Includes the management and
performance of ESG aspects of a
company’s supply chain, including
workforce and labor standards, codes
of conduct, transparency, health and
safety, ESG integration, and human
rights protections. Disclosures cover
whether or not organizations have
screening policies and procedures
in place to ensure their suppliers and
vendors have strong ESG practices.154

DJSI

•

Inclusion of ESG-specific requirements in procurement processes
Proportion of spending on local suppliers

Number of suppliers assessed through a social and/or
environmental risk assessment in the last three years
Number of suppliers identified as having significant actual and
potential negative social and/or environmental impacts

■ The composition and scope of supply chains can
vary widely among REITs, depending on business
scope, geography, and sector. Common suppliers
for REITs may include: general contractors,
landscape companies, service providers,
designers, project managers, architects, and
suppliers of furniture, fixtures, and other equipment.

ENVIRONMENTAL

SOCIAL

Bloomberg: Specific metrics
are not publicly available.
Supply chain impact can be a
factor in data analysis.

CDP: Methodology includes
metrics related to supplier
impact with respect to
climate change, forests,
and water security.

•

•
•
•
•

Percentage of new suppliers that were screened using
environmental and/or social criteria

Number of suppliers rejected for ESG reasons

■ Companies may wish to include social,
environmental, and governance criteria into
their supplier engagement, performance
management, and disclosure to align with ESG
standards and frameworks.

GRESB

MSCI: Specific metrics are
not publicly available. Supply
chain labor standards can
be considered as factor in
scoring methodology.

SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate
Change.

GRI

•
•
•

ISS E&S

•
•

•
•
Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.

Supply chain management is an
embedded step usually implemented
by companies that are further along in
their ESG journey.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Develop and publish a supplier code of conduct that
directly reflects the company’s ESG commitments.

■ Define the scope and applicability of the supplier code

of conduct.

	 Typically, the code is applicable to all suppliers.

Companies may wish to conduct additional auditing and
performance reviews for selected prioritized suppliers (based
on criteria such as contract amount or Tier 1 status).

■ Identify ESG topics for inclusion in the supplier code of

conduct based on prioritization of ESG topics, current
sustainability strategy, company values, and recent risk
assessment outcomes.
	See ESG Journey.

■ Develop or update the code of conduct to include

elements such as:

► A statement highlighting the company’s ESG

commitments and expectations for vendors to
adhere to principles that support and uphold these
commitments.

► T
 he scope and applicability of the policy (e.g.,

coverage of Tier 1, Tier 2, and lower).

► E
 SG-related requirements for suppliers, including

adherence to applicable legislation, international
standards, and industry guidelines, company-specific
social and environmental commitments, and
practices for reporting against relevant ESG KPIs.

ENVIRONMENTAL

SOCIAL

	 Legislation, standards, and guidelines may include priority

ESG topics relevant for supplier criteria, such as workforce
and labor standards, health and safety, waste management,
and business ethics.

If diversity, equity & inclusion is a high-priority topic for
the organization, consider mandating that a proportion of all
vendor contracts be allocated to women- and/or minorityowned businesses.
	See Diversity, Equity & Inclusion chapter for more

information.

■ Agreement to participate in compliance audits and

undertake corrective action if instances of noncompliance are determined.

“

Good governance should include an effective
oversight of the management strategies,
systems, policies, and processes impacting
the entire value chain.
Sunny Misser, CEO of AccountAbility 156

”

 Supplier audits can be conducted by the REIT or by an
independent third-party.

 Example of REITs’ supplier code of conducts:
Host Hotels.155
■ Publish the code of conduct on the company

website and share with suppliers and other relevant
stakeholders.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Update procurement practices to include
adherence to the supplier code of conduct
and establish a system for auditing and
managing non-compliance.

Provide training to vendors and relevant
employees on code of conduct.

■ Incorporate signing the code of conduct as a formal part

■ Provide training on the use and implementation of the

of the procurement process for new suppliers.

■ Expand the implementation of the code of conduct

to existing suppliers when contracts are renewed or
amended.

	 Conduct a phased implementation, beginning with new

suppliers. Provide support and troubleshoot challenges for
existing suppliers.

■ Establish a system to oversee and manage compliance,

including compliance review processes and dedicated
resources.

	 Methods for assessing compliance may include site visits,

supplier engagements, and formal audits.

code of conduct to employees in relevant departments
(e.g., procurement or legal).

	 Training allows employees to understand and prioritize

ESG in procurement processes. Relevant training topics may
include: use of the code in procurement processes; supplier
engagement methods and objectives; non-compliance
protocols; and company objectives, commitments, and
targets around priority ESG topics.

■ Organize training for new and existing suppliers to

explain the company’s objectives and expectations and
to support implementation of the code.

	 Consider providing all suppliers with a mandatory online

training as part of the procurement process.

	See Embedded Steps.
	 Consider defining steps for corrective action, should a

vendor be found to be non-compliant.

	 Corrective action may include training and capacity-

■ Track training participation and outcomes, such as

changes in behavior, attitudes over time, and rates
of compliance.

building measures, issuance of a formal warning, or
contract termination.

	 Consider implementing the ISO 20400 Guideline for

Socially Responsible Procurement to further formalize and
systematize ESG integration in the company’s supply chain.157
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Conduct an ESG risk assessment of the company’s
supply chain to determine greatest ESG risks based
on potential impact.

■ Review the company’s supplier database to identify

and map each aspect of the supply chain (e.g., supplier
locations and industries, products and services
purchased, transportation routes).

	 Consider prioritizing Tier 1 suppliers in the assessment.

Indirect (Tier 2 and lower) suppliers may be included
depending on availability of resources, information, and size/
relevance of the supplier.

■ Identify potential risks within each node of the supply

chain (e.g., supply disruption due to climate-relate
events, risk of regulatory non-compliance, risks of
health and safety issues on supply), catalogue risks, and
note areas where information is not readily available for
further investigation.

Track and monitor progress on
an ongoing basis.

■ Establish roles and responsibilities, timelines,

and reporting processes for ongoing monitoring,
communication, and mitigation of supply chain risks.

	 Consider integrating supply chain risks into the enterprise-

wide risk management processes.

	See Risk Assessment for further guidance.

■ Disclose the risk assessment process, identified risks,

and actions taken to address risk on the website or
report, and with relevant suppliers.

■ Identify and define relevant key performance indicators

(KPIs) for supply chain management and assign roles,
responsibilities, and processes for regular tracking
and reporting.

■ Conduct regular engagements with strategic suppliers

to obtain feedback, monitor business practices and
ESG performance, and assess potential risks. Include
outcomes in KPI data.

■ Include disclosure of progress against KPIs in annual

reporting and/or on the company website.

	 The CSR Risk Check provides insights into the key
ESG risks for each product or service, based on industry
and geography.158
■ Prioritize risks based on potential impacts such as

likelihood of occurrence, financial impact on company,
and impact to stakeholders.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Develop a formal supplier engagement program
including collecting ongoing feedback, capacity
building opportunities, and creating shared
ESG commitments.
■ Establish an engagement plan for direct and indirect

suppliers inclusive of two-way feedback mechanisms,
capacity building opportunities, and internal audit
processes. Share plan with suppliers.
	See the Stakeholder Engagement chapter for further

guidance on mapping, prioritizing, and formalizing
stakeholder engagement processes.

	 Conduct an annual supplier satisfaction survey to assess

supplier’s satisfaction with the REIT’s processes, systems,
and supplier code of conduct.

	 Example: Kilroy Realty Corporation Supplier
Excellence Survey 159

■ Identify capacity building needs and provide regular

training and workshops to selected suppliers on ESGperformance management, in addition to training on the
code of conduct.

■ Develop shared commitments with selected suppliers

to jointly improve ESG-performance, material sourcing,
and/or to establish training opportunities for indirect
vendors throughout the supply chain.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Supplier Code of Conduct: Describes the
principles, values, standards, or rules of behavior
that guide the decisions, procedures, and systems
of suppliers in a way that contributes to the welfare
of its key stakeholders, and respects the rights of all
constituents affected by its operations.160
Suppliers : Organization or person that provides a
product or service used in the supply chain of the
reporting organization.161
Supplier Screening: Formal or documented process
that applies a set of performance criteria as one of
the factors in determining whether to proceed in a
relationship with a supplier.162

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures; Disclosure 102-9

and 102-10 2016
■ GRI 204: Procurement Practices 2016
■ GRI 308: Supplier Environmental Assessment 2016
■ GRI 414: Supplier Social Assessment 2016

GRESB Assessment 2020
■ DSE3.1 Contractor ESG Requirements
■ Management – SE6. Supply Chain Engagement Program

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension - Supply Chain Management

Tier 1 Suppliers: Suppliers that directly supply goods
or services to the company.163
Tier 2 Suppliers (and lower): Suppliers that provide
their products and services to the supplier at the next
level in the chain (e.g., Tier 2 supplies to Tier 1).164
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Stakeholder Engagement
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Policies and practices related to
outreach and communication efforts
with a company’s internal and external
stakeholders. Engagement includes
formal and informal communications,
customer feedback, employee
surveys, tenant engagement
programs, and community service and
outreach, among others. Disclosure
also focuses on stakeholder
engagement related to ESG issues,
such as sustainability reporting and
disclosure, and company response
to ESG controversies. 165
■ Key stakeholder groups that have an impact on,
and are impacted by, REITs’ ESG performance
may include employees, property managers,
tenants and residents, suppliers, contractors,
customers, surrounding communities,
membership organizations with common
ESG goals, investors, regulators, government
authorities, local government, and
international bodies.
ENVIRONMENTAL

SOCIAL

DJSI

Disclosed list of internal and external stakeholder groups
engaged by company during reporting period
 isclosed stakeholder engagement approach, including
D
frequency of engagement by type and by stakeholder group
Disclosure of how engagement outcomes are used,
specifically related to informing company strategy
and reporting
Disclosed topics and concerns raised during
stakeholder engagements and the organization’s
responses to these topics
Percent of stakeholders (e.g., tenants, employees) covered
by satisfaction survey, and survey response rate
Disclosure of formal processes for stakeholder
grievance communications
Percentage of portfolio with ongoing tenant
engagement programs in place

GRESB

GRI

ISS E&S

•
•
• •
•
•
• •
•
•

SASB

Description of approach to measuring, incentivizing, and
improving sustainability impacts of tenants
Bloomberg: Specific metrics CDP: Reporting metrics are
specified to climate, water
are not publicly available.
Social performance can be a security, and forests.
factor in data analysis.

MSCI: Specific metrics
are not publicly available.
Stakeholder opposition can
be considered as factor in
scoring methodology.

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps

■ Engage senior leadership and stakeholder relationship

owners across the organization to establish a unified
understanding of, and commitment to, regular
engagements with priority stakeholder groups.

■ Establish the purpose, scope, and mandate of regular

engagements, in line with the overall objectives of
the company.

 The AccountAbility AA1000 Stakeholder
Engagement Standard (AA1000SES, 2015) provides
detailed steps for conducting effective and strategic
engagements.166

Identify, profile, map, and prioritize stakeholder groups.

■ Involve engagement relationship owners to identify

and profile stakeholder groups based on stakeholder
attributes such as:

STAKEHOLDER MAPPING

►	
the REIT’s dependency on, or responsibility towards,
a stakeholder group

► stakeholder influence on decision-making processes
► stakeholder expectations for the company and
industry
► risk of non-engagement

■ Map and prioritize stakeholder based on:

► expectations of the engagement

TENANTS

EMPLOYEES

Risk of non-engagement

Assess current stakeholder engagement
practices and identify gaps and opportunities
to enhance engagement practices and
two-way dialogues.

INVESTORS

REGULATORS
ESG RATING
& RANKING
AGENCIES

INTERNATIONAL
BODIES

COMMUNITIES

CUSTOMERS

VENDORS &
SUPPLIERS

INDUSTRY
PEERS

CONTRACTORS

NGOs

PROPERTY
MANAGERS

► knowledge of engagement topic(s)

Active engagements with key
stakeholder groups can enhance
value for investors, as regular
consultations can lead to increased
organizational reputation, higher
satisfaction rate among tenants,
lower operating costs, and increased
employee productivity rates.167

ENVIRONMENTAL

SOCIAL

► existing relationship with organization and
dependency on the organization

Relevance to REIT

► willingness and capacity to engage

► level of influence and impact on the organization
■ Develop matrix of high-, medium-, and low-priority

stakeholder groups for internal validation

HIGH

MEDIUM

LOW

■ Communities

■ Contractors

■ Industry Peers

■ Employees

■ Vendors &

■ Customers

■ ESG Rating & Ranking

■ Property Managers

Suppliers

■ International

Bodies

■ NGOs

■ Investors

Illustrative example of stakeholder prioritization and mapping. →

■ Tenants

■ Regulators
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Develop engagement plans for priority
stakeholder groups.

Identify engagement owners, roles and responsibilities,
engagement documentation and internal reporting
processes and tools, and decision-rights architecture
for engagements and responses.

■ Set objectives for engagement with highest priority

■ Identify engagement owners for all priority

■ Determine optimal channels for engagement (e.g.,

	
 Examples of engagement owners per stakeholder group
may include human resources for employees, investor
relations for investors, and property managers for tenants.

stakeholder groups.

tenant feedback meetings, focus groups, surveys,
public meetings, volunteer activities) and frequency
of engagement based on corporate objectives and
stakeholder expectations.

For example, investors might expect
REITs to conduct active engagements
during proxy season, whereas tenants
might expect engagement throughout
the year.
■ Establish key performance indicators (KPIs) for

stakeholder groups.

■ Create information collection templates to document

the topic, frequency, method, outcomes, and responses
for each engagement.

■ Assign roles and responsibilities for the collection and

reporting of engagement outcomes to relevant staff and
include these responsibilities in job descriptions.

■ Determine structure and processes for developing

commitments and responses to stakeholder feedback,
including oversight and accountability at the executive
and board levels.

engagements (e.g., participation rates, tenant
satisfaction rate).

“

We are in communication with our tenants
as frequently as possible to discuss broader
ESG issues but very specifically their energy
footprint, and what could be done within
the design or operations of their space to
improve efficiency.
Daniel Egan, Senior Vice President of Energy
and Sustainability at Vornado Realty Trust 168

”

	
 KPIs can be used to measure and evaluate progress on
engaging stakeholders, identify areas for improvement, and/or
demonstrate the added value and impact of the engagement.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Implement engagement plans.

Review engagement outcomes and make
action plans to integrate and respond to
engagement findings.

■ Invite stakeholders to engage through pre-determined

■ Document the engagement and outcomes in a written

■ Aggregate and assess engagement outputs for common

	
 Surveys can be a resource-efficient way to engage
with a variety of different stakeholder groups (e.g., tenants,
employees, communities, vendors).

	
 The report may include the purpose and aim of
the engagement, number and type of participants,
summary of stakeholder inputs and key discussions, and
recommendations or decisions.

■ Prioritize recommendations for responding to outputs

communication channels (e.g. social media, phone calls,
mailing lists, surveys, posters).

■ Keep a database of invitees, method of communication,

and responses.

■ Develop and provide participants with briefing materials

in advance of the engagement.

	
 Briefing materials should be clear and concise, and
include information such as engagement topic, purpose,
scope, relevant policies and systems, and current practices of
the REIT with regard to the engagement topic.
■ Conduct the engagement.

	
 Collectively establish procedural and behavioral
boundaries for all participants at the beginning of the
engagement to set the ground rules for interaction.

ENVIRONMENTAL

SOCIAL

summary or report.

themes, opportunities, and gaps.

based on potential impact, alignment to the corporate
strategy, risk to the organization, and/or urgency.

■ Present recommendations to leadership and validate

Some stakeholder engagement
initiatives that REITs may use to create
ESG impact include tenant education
programs around environmental
topics (e.g., recycling, electricity use),
employee satisfaction surveys as an
input into strategic internal initiatives,
community townhalls to inform
community development programs,
and two-way dialogue with investors.

way forward.

	
 Consider presenting leadership with an executive
summary, inclusive of the objectives, timeline, required
resources, and strategic and/or financial benefits for key
recommendations.
■ Develop a plan to respond to the outputs of the

engagements, inclusive of recommended internal
and external actions, roles and responsibilities for
communicating engagement outcomes, and timeline
for responses.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Communicate engagement outputs.

■ Report outcomes and actions following the engagement

back to stakeholders involved in engagements.

	
 Engagement outcomes may be shared via stakeholder
events, one-on-one meetings, newsletters, meetings, or
individual communications.
■ Integrate stakeholder engagement reporting into other

forms of public reporting, such as ESG reports, annual or
financial reports, and reporting on the website.

	
 Information reported may include stakeholder groups
engaged, engagement methods used, engagement
frequency, primary issues and concerns raised, and
outcomes/responses.
	 Examples of stakeholder engagement reporting:
SL Green Realty Corporation169
Equinix Inc.170
Ventas Inc.171

ENVIRONMENTAL

SOCIAL

“

Tenants are responsible for consuming 60%
of a building’s energy, so it is important that
we provide them with the tools and education
to reduce their carbon footprint. We conduct
town hall meetings, marketing campaigns,
surveys, lobby events, and webinars to share
best practices.
SL Green Realty Corporation,
2019 Sustainability Report 172

”
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Regularly re-evaluate and adapt existing
practices to optimize engagements.

■ Develop and implement mechanisms to receive regular

feedback from priority stakeholder groups, for example,
employee, tenant, and customer satisfaction surveys,
or volunteering to participate on local government or
community ESG committees and roundtables.

	
 Consider developing a formal process for stakeholders to
communicate grievances that is accessible, easy to understand,
anonymous, and transparent, such as a third-party managed
website or hotline.
	See Governance Policies for further guidance.

■ Engage on a regular, recurrent, and systematic basis

with stakeholders to inform business strategy and
future direction.

■ Regularly monitor and evaluate engagement activities,

outputs, and outcomes to strengthen and optimize
the REIT’s future engagement activities and to
inform governance and decision-making processes,
organizational strategy, reporting practices, and
operational management.

	
 REITs may wish to utilize a cross-functional team of internal
stakeholders to assess and determine priorities for stakeholder
engagement initiatives. The team can consist of a combination
of ESG professionals and engagement owners for each priority
stakeholder group (e.g., HR for employees, investor relations
for investors).
ENVIRONMENTAL

SOCIAL

Integrate stakeholder engagement practices into corporate
strategy, and develop programs and initiatives that reflect
strategic ESG objectives and stakeholder expectations.

■ Assign roles and responsibilities to senior or

■ Conduct regular stakeholder engagement sessions on

■ Assess current stakeholder engagement practices

	

Examples of programs and initiatives: AvalonBay
Communities - Building Strong Communities partners
with the American Red Cross to support community
preparedness and disaster relief.174 Prologis Inc.
Community Workforce Initiative collaborates with
nonprofits to provide skills training and create local
employment in the logistics sector for neighboring
communities.175

management-level representatives from relevant
departments to assess engagement practices,
recommend engagement improvements, review
engagement outcome summaries, and make
recommendations for implementing
engagement recommendations into strategic
and operational practices.

joint programs and initiatives to evaluate whether these
programs respond to stakeholder and company needs
and expectations, and adjust accordingly.

for alignment to the company’s strategy review and
development cycles, and identify opportunities for
further integration.

	
 Consider conducting stakeholder engagements in
advance of new strategy developments to inform objectives
and focus areas.
■ Invest in joint programs with priority stakeholders

that align to strategic objectives. Joint programs may
include: community outreach, environmental awareness
programs, employee volunteering, and collaborations
with local nonprofit organizations.

	 The Better Building Partnership’s Tenant
Engagement Foundation Report describes how to
engage tenants to achieve “net zero” buildings.173

“

Understanding the priorities and business
values of all our stakeholders allows us to
better align management strategies that
contribute to shared value for all.
JBG SMITH Properties,
2020 Sustainability Report 176

”
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Additional Resources
ADDITIONAL RESOURCES
EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 5.9. Community Engagement, impact assessments,

and development programmes
GRESB Assessment 2020
■ Management – Stakeholder Engagement
■ Performance – Tenants & Community

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension – Supply Chain Management
■ Social Dimension – Corporate Citizenship

& Philanthropy
Sustainability Accounting Standards Board (SASB
■ Real Estate Owners, Developers & Investment Trusts

2016: Management of Tenant Sustainability Impacts
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Health and Safety
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Policies and practices related to
occupational health and safety of
employees and asset-level safety
practices impacting tenants and
community members. Disclosures
cover verifiable data and standardized
metrics related to employee injuries,
absentee rate, fatalities, lost-time
injury frequency, and lost days, among
others. Disclosures also explain
specific policies related to employee
health and safety, asset-level safety
protocols, and supplier/vendor/
contractor health and safety policies.177

DJSI

GRESB

GRI

ISS E&S

•

•

•

•

Number and percent of all employees and workers
who are covered by an occupational health and safety
management system (OHSMS)

•

•

Number and percent of sites covered by an occupational
health and safety management system based on legal
requirements and/or recognized standards/guidelines

•

For all direct employees, as result of work-related injury per
100,000 hours worked: injury rate, lost day rate, accident severity
rate, absentee rate, and total number of work-related fatalities

Bloomberg: Specific metrics
are not publicly available.
Social performance can be a
factor in data analysis.

■ For REITs, occupational health and safety
policies and practices can apply to the
development, maintenance, use, and operations
of buildings and facilities, and cover employees,
tenants, community members, contractors, and/
or suppliers.

ENVIRONMENTAL
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•

Actions taken or underway to eliminate other work-related
hazards and minimize risks

CDP: Reporting metrics
are tied to climate, water
security, and forests.
MSCI: Specific metrics
are not publicly available.
Health and safety can be
considered as a factor in
scoring methodology.

SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate Change.

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Inventory current practice and identify gaps and
opportunities against requirements and expectations.

■ Assess stakeholder expectations and industry, national,

and international standards for health and safety and
determine requirements of applicable standards (such
as ISO 45001).178

■ Inventory current health and safety initiatives, policies,

and performance metrics and compare against requirements and expectations.

	 Existing policies may include: general health and safety

guidelines, employee health benefits, emergency plans for
REITs and tenants, health and safety during construction, and
safety hazards of building materials.

	
 Examples of performance metrics may include: percent
of employees attending mandatory health and safety training,
number of worker-reported hazards or concerns for which
corrective action is initiated within 48 hours, and number
of inspections completed to identify hazards or program
weaknesses.179

Disclose current health and safety
policies and objectives.

■ Identify gaps and opportunities and define objectives for

■ Disclose objectives and available health and safety

	 Examples of objectives may include: developing an

	 REITs may consider disclosing full policies on the

future performance.

occupational health and safety management system
(OHSMS) in alignment with ISO 45001, establishing active
employee participation around health and safety, instituting
regular processes for hazard identification and control, and
standardizing health and safety risk assessments as part of
the due diligence for new acquisitions.
 The U.S. Occupational Safety and Health
Administration’s (OSHA) Self-Evaluation tool may be
used to identify improvement areas.180

specific health and safety risks.

See Risk Assessment for further guidance.

SOCIAL

website to provide increased transparency for investors,
rating agencies, and other stakeholders. Alternatively, some
organizations publish an overview of the policies to be shared
upon request.

REITs may wish to consider disclosing policies and
responses related to health security and the pandemic.

■ Disclose and/or reference other relevant information

such as, health and safety initiatives and performance
metrics in the company’s ESG report and ESG section
on the website.

Having a comprehensive health and
safety system in place may result
in benefits such as effective risk
mitigation, efficient working conditions,
improved operational efficiency,
strengthened company reputation, and
demonstration of resiliency.

■ Review company risk management processes to identify

ENVIRONMENTAL

policies on the REIT’s website and in the ESG report.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Develop a formal Occupational Health and Safety
Management System (OHSMS) for the organization.

■ Establish the scope of the OHSMS, including employees

and/or workers, activities, workplaces, and assets
covered through the system.

	 Depending on the asset type, REITs may carry

responsibility for the health and safety of end users (e.g.,
tenants, visitors, service suppliers, and other building users).

■ Establish a baseline performance measurement for each

target based on inventory.

mechanism in non-compliance reporting protocols.

See Foundational Steps for more details.

See Governance Policies for more information.

■ Define roles and responsibilities for the oversight,

management, and implementation of the OHSMS.

	
 Consider developing a specific health and safety
emergency protocol. Example: Boston Properties, Inc.’s BXP
Health Security Plan.181

	 Consider embedding oversight for health and safety

■ Define metrics and targets for health and safety

■ Define protocols as appropriate to identify and report

performance, assessments, and reporting based on
performance baseline, industry targets and standards,
company objectives, and regulations.

	
 Examples of metrics and targets may include: zero losttime injury, zero fatalities, and 100% workers trained annually.

	 Consider referencing the company’s whistleblower

performance at the board level to reinforce the company’s
commitment to health and safety practices.

health and safety related incidents.


Protocols may include outlines of roles and
responsibilities, required timeframes, and tools such as
checklists or templates to document findings.

Consider aligning the inspection frequency with
suggested approaches in applicable regulations and
standards as well as expected level and frequency of
risk exposure.

■ Document all information in a formal OHSMS policy

and share internally with all stakeholders included in the
scope of the OHSMS (employees, contractors, suppliers,
tenants, etc.).

Common elements of a health and
safety policy may include: key principles
and objectives, scope and applicability
(for employees, contractors, tenants,
etc.), compliance with applicable laws
and regulations, capacity building and
training initiatives, and consultation
processes (including reference to
whistleblower mechanism).182
 Update disclosures on the REIT’s website and in ESG
reporting to reflect the OHSMS.
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Implementation & Reporting Activities
Integrated Steps

Foundational

Integrated

Embedded

Embedded Steps

Provide health and safety training
to employees.

As appropriate, establish health and safety services and programs
for stakeholders throughout the value chain (tenants, customers,
community members, contractors, suppliers, etc.).

■ Develop compliance training on health and safety

policies for all employees.

	 Depending on the REIT, trainings can vary. Some

examples of trainings include fire and emergency trainings
for all employees and training on specific work-related
hazards for specific departments/roles, such as construction
and renovation.

■ Embed health and safety training in annual training

requirements and onboarding for new employees.

	 Consider including the evaluation of health and safety

training in employee engagement surveys.

■ Establish process for updating trainings based on

OHSMS updates and regulation changes.

■ Identify health and safety risks for each stakeholder

group (tenants, customers, community members,
contractors, suppliers, etc.) not already covered in
the OHSMS.

	 REITs may leverage external resources such as the OSHA

Training Library, as well as the REIT’s own health and safety
guidelines, to develop trainings.

	 Consider integrating health and safety risks into supply

chain risk assessments, and/or include questions around
health and safety in stakeholder engagements (e.g., tenant
and supplier surveys).
See Supply Chain Management, Risk Assessment, and
Stakeholder Engagement for further guidance.

■ Develop trainings to enhance safety practices and

know-how for at-risk stakeholders, based on outcomes
of risk assessment.

	 Identify and document the frequency for reviewing

and updating trainings (e.g., annually).

OSHA Training Library 183
■ Establish metrics to evaluate the effectiveness of

services and programs and regularly track and report
progress and impact.

“

Healthpeak Properties has adopted a life
safety policy, which allows HCP staff to work
with operators and tenants to quickly identify
and escalate any potential safety issues.
Our Vendor Code of Business Conduct and
Ethics also outlines health, safety, and other
regulations for our vendors and contractors.”
Healthpeak Properties, Inc.
2018 Sustainability Report 184

ENVIRONMENTAL

SOCIAL

”

SOCIAL

SOCIAL

SOCIAL

SOCIAL

1. 	Supply Chain
Management

2. 	Stakeholder
Engagement

3. 	Health and Safety

4. 	Workforce Development

SOCIAL

5. 	Diversity, Equity
& Inclusion

GOVERNANCE

65

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Social | Health and Safety

Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

ISO 45001: Internationally agreed standard,
developed by the International Organization for
Standardization (ISO), that sets out the requirements
for an Occupational Health and Safety Management
System (OHSMS) and gives guidance to manage
health and safety risks and opportunities.185
Occupational Health and Safety Management
System (OHSMS) : Set of interrelated or interacting
elements to establish an occupational health and
safety policy and objectives, and to achieve those
objectives.186
Occupational Health and Safety Risk: Combination
of the likelihood of occurrence of a work-related
hazardous situation or exposure, and the severity of
injury or ill health that can be caused by the situation
or exposure.187

EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 5.6. Employee health and safety
■ 5.7. Asset health and safety assessments
■ 5.8. Asset health and safety compliance

GRESB Assessment 2020
■ DSE3.1 Contractor ESG Requirements
■ P02. ESG Policies
■ RM3.1. Social Risk Assessments.
■ SE4. Employee Safety Indicators
■ DSE 2.1. On-site Safety
■ DSE 2.2. Safety Metrics

GRI Sustainability Reporting Standards
■ GRI 403: Occupational Health and Safety 2018
■ GRI 416: Customer Health and Safety 2016
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Workforce Development
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Disclosures focus on a company’s
policies and practices related to
employee workforce training, as well
as talent attraction and retention.
Disclosures also cover specific policies
related to human rights and corporate
social responsibility (CSR) trainings.188
■ Workforce development is also referred to as
human capital management and is gaining
increased attention from investors and various
stakeholders. REITs investing in human capital
may benefit from improved employee satisfaction
and retention rates, as well as improved
productivity, increased talent attraction, and
costs savings.189

DJSI

SOCIAL

GRI

•

•
•

•
•
•
•

Total number and rate of new employee hires and turnover
Average hours of training and development
completed per employee
Average amount spent on training and
development per employee
Percent of total employees receiving regular performance and
career development reviews during the reporting period
Benefits provided to full-time employees and part-time employees

•

Disclosure of wellness programs and partnerships

Bloomberg: Specific metrics CDP: Reporting metrics
are tied to climate change,
are not publicly available.
forests, and water security.
Human capital can be a
factor in data analysis.

ENVIRONMENTAL

GRESB

MSCI: Specific metrics
are not publicly available.
Human capital development
can be considered as factor
in scoring methodology.

SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate Change.
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•
•

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure requirements
and expectations of 10 ESG frameworks and standards.

Foundational Steps
Define company workforce values,
aligned to corporate values.

■ Engage leadership to define workforce values.
	 Workforce values may be defined by answering questions

such as, “how do we want to treat our employees?,” “what
qualities do we look for in our team?,” and “what does an
engaged employee look like at our company?”

■ Disseminate values internally to existing employees, and

post on corporate website.

Inventory current workforce policies
and assess against defined values to
identify opportunities for improvement.

Conduct a regular review of employee
benefits and update benefits as
needed to best match company values
and capacity.

■ Ensure current policies reflect company values by

■ Inventory current employee benefits by staff level.

updating language, processes, mechanisms, and
commitments.

■ Develop new policies as needed to address workforce

values and objectives.

	 New policies and protocols may address topics such as

employee benefits; recruitment strategy; diversity, equity &
inclusion; professional development; and human rights.

Benefits may include health insurance, parental leave,
life insurance, ongoing-term benefits, and
401K matching.
	See Compensation Policy for further guidance.

■ Benchmark current benefits against competitors and

industry practices.

■ Assess opportunities for enhancing or reframing

benefits to best meet workforce values.

	 Consider sharing a summary of benefits on the company

website to attract future talent and meet third party rating
agency expectations for benefits disclosure.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Assess and update employee performance review
system for alignment to values and industry practices.

■ Develop criteria and a scoring system for each

■ Train supervisors on company protocols for conducting

■ Develop a process for employees to establish and

	 Society for Human Resource Management (SHRM),
Managing Employee Performance Toolkit. 190

staff level to tie compensation and promotion to
employee performance.
track professional development goals in line with
performance criteria.

performance reviews and providing feedback.

	 Align employee goals to the ‘SMART’ framework—specific,

measurable, accountable, realistic, and time-bound.

■ Establish reporting lines from supervisors to HR on

performance reviews and outcomes.

■ Formalize and share the employee performance review

process, in writing, internally.

	 Companies may wish to conduct performance reviews on

an annual or more frequent basis.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Develop a formalized process
for employee engagement.

Assess, and update as needed,
training and professional development
opportunities for all employees.

■ Develop cross-functional engagement team to inform

and lead engagement efforts.

■ Define what employee engagement looks like for your

organization (e.g., desired outcomes, channels, and
frequency of engagements; tracking and reporting
processes; cross-functional roles; and responsibilities
for implementing engagements).

	 Examples of engagement methods are all-employee,

quarterly video meetings; anonymous biannual employee
surveys; town hall meetings; open door policies; and annual
meetings with C-suite.

■ Maintain ongoing tracking of engagement efforts

and regularly report feedback and outcomes to a
cross-functional team to determine the way-forward
for engagements.

	 Gallup, Building a High-Development Culture Through
Your Employee Engagement Strategy.191
	For more information on developing an

■ Identify training needs across departments based on needed

knowledge, skills, and experience identified by HR and across
business units, as well as feedback from employee engagements.

■ Establish a structure for professional development across

departments and position levels, including a calendar of
mandatory trainings, processes for requesting voluntary
professional development, budget, and KPIs.

	 Required training topics may include safety; human rights;

engagement plan for internal stakeholders,
see Stakeholder Engagement.

and diversity, equity & inclusion.

	See Diversity, Equity & Inclusion for further guidance.
	 Examples of voluntary professional development support include:

■ Develop a formal employee engagement plan,

scholarships, tuition reimbursement, personal development stipends,
leadership programs, and personalized coaching.

including processes for obtaining employee feedback
on engagements, and launch employee engagement
program across the organization.

■ Develop mandatory trainings internally or with an external

advisor, and provide line managers with the tools required
to collect, assess, and approve voluntary professional
development requests.

	 Consider developing an online training system for

asynchronous, on-demand trainings.

■ Integrate participation in mandatory and organization-wide

trainings into the performance review process to ensure
employee accountability.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Establish company-wide KPIs, set measurable and
timebound goals for workforce development, and
publicly disclose progress.

■ Identify and define key performance indicators

(KPIs) relevant to company values, engagement plan,
and commitments around employee training and
professional development.

■ Define workforce development goals and targets based

on performance baseline, company aspirations and
values, engagement and professional development
strategies, employee benefit strategies, and peer and
competitor practices.

■ Publicly disclose KPIs, progress against goals, and

related programs and initiatives in corporate annual
reports, ESG reports, websites, board of directors
reports, and newsletters.

	 Several third-party aggregators and voluntary disclosure

frameworks allocate points to companies with disclosure
on human capital and workforce development targets and
performance metrics.

	 Examples of goals are: 100% of employees receive

voluntary professional development support annually, 100%
of employees receive annual performance reviews, and 90%
of employees participate in annual corporate training.

■ Integrate tracking of progress towards goals into

regular, ongoing data collection, assessment, and
reporting processes.
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Implementation & Reporting Activities
Embedded Steps
Integrate “wellness” as a key aspect of
workforce development practices.

Partner with educational institutions
and/or civil society organizations to invest
in the future workforce.

■ Define “employee wellness” as a company, aligned to

■ Identify future company workforce focus areas

■ Conduct employee engagements to identify and prioritize

■ Identify partners to facilitate student training in

workforce development values.

health promotion and employee wellness initiatives.

	 Health promotion and employee wellness initiatives

may include: personal wellbeing programs such as fitness
reimbursements, on-site fitness programs, healthy lunch
provisions, and bike sharing programs; and/or workplace health
programs, such as indoor air quality systems, green walls and/
or plants, and ergonomic furniture.

■ Leverage the cross-functional employee engagement

team to devise a recommended plan for the company
wellness program, including prioritized actions, required
resources, anticipated costs, approvals needed, and
feedback cycles.

and needs.

Foundational

Integrated

Embedded

“

In 2019, we set a new goal to train 25,000
individuals (external to Prologis) through
our Community Workforce Initiative (CWI),
partnering with local nonprofits and the
development of our online curriculum.
Prologis, Inc. 2019 Prologis ESG Impact Report 193

focus areas.

■ Set up a workforce initiative with a partner organization

to identify potential employees and offer students
opportunities for training and skills development.

”

	 Programs may include: apprenticeships, mentorships, skills

training, internships, and job placements.

■ Establish opportunities for students from local

communities to participate in internships or fellowships.

	 REITs may consider hosting Environmental Defense Fund
(EDF) Climate Corps fellows to support ESG efforts.192

	See Integrated Steps.

■ Implement wellness program and communicate plan,

anticipated results, and opportunities for providing
feedback to all employees.

■ Consider pursuing healthy building certifications, such

as the Well Building Standard and Fitwell, to demonstrate
the company’s commitment to health and wellness.
Communicate publicly about wellness programs on
website, in reports, and in company newsletters.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Employee Development Programs: Programs
that have specifically been developed to improve
employees’ skills, such as leadership or management
development programs, young talent development
programs, sales training, and project management
training.194
Employee Turnover : The total number and rate of
new employee hires and employee turnover during the
reporting period.195
Human Capital: The management of a company’s
human resources (employees and individual
contractors) as key assets to delivering longterm value.196
Wellness: Dynamic process of learning new life skills
and becoming aware of and making conscious choices
toward a more balanced and healthier lifestyle.197
Workplace Health Promotion: Refers to a diverse
range of employer initiatives designed to improve the
health and well-being of workers and, in some cases,
family members and dependents.198

EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 5.3. Employee Training and Development
■ 5.4. Employee Performance Appraisals
■ 5.5. Employee Turnover and Retention

GRESB Assessment 2020
■ SE1. Employee Training
■ SE 2.1. Employee Satisfaction Survey
■ SE 2.2. Employee engagement program
■ SE 3.1. Employee health & well-being program
■ SE 3.2. Employee health & well-being measures

GRI Sustainability Reporting Standards
■ GRI 201: Economic Performance 2016
■ GRI 402: Labor/Management Relations 2016
■ GRI 404: Training and Education 2016

SAM Corporate Sustainability Assessment 2021
■ Social Dimension – Human Capital Development
■ Social Dimension – Talent Attraction & Retention
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Diversity, Equity & Inclusion (DEI)
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Describes strategies, processes,
and/or policies in place surrounding
gender, diversity, and other
demography practices. Includes
metrics on workforce and board-level
demographics, such as diversity of
governance bodies and employees,
and ratio of salary and remuneration
of women to men, as well as diversity
strategy throughout the organization.
Specific focus on providing policies
around workplace discrimination;
gender, and racial and ethnic equality;
workforce and board-level diversity
programs; and other recruitment and
workforce development practices.199

SOCIAL

GRESB

•
•
•
•

•
•

Publicly disclosed DEI policy
Publicly disclosed DEI commitments and targets
Board and senior leadership oversight and management of
DEI initiatives, commitments, and targets
Employees per demographic category
(gender, age, race/ethnicity, etc.)
Governance members per demographic category
(gender, age, race/ethnicity, etc.)
Salary and renumeration per demographic category
DEI-related trainings (frequency, participation rates, average
number of hours completed per employee per year, etc.)
Professional development offered per demographic
category and by content

•
•

•
•

•

Number of incidents of recorded discrimination during
reporting period, status of each incident, and actions taken
Bloomberg: Metrics are
not publicly available. Board
composition and gender
equality can be considered
as factors in in scoring
methodology.

ENVIRONMENTAL

DJSI

SASB: Accounting metrics
for the REIT industry are
Energy Management,
Water Management,
MSCI: Specific metrics are
not publicly available. DEI can Management of Tenant
Sustainability Impacts,
be considered as factor in
and Climate Change.
scoring methodology.
CDP: Reporting metrics are
specified to climate, water
security, and forests.

GRI

•
•
•
•
•
•
•
•
•

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile
of company and industry.
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•
•
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TCFD:
Disclosure
recommendations
focus on climaterelated metrics.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Engage internal stakeholders to establish baseline diversity and inclusion
dialogues, define company commitments, and determine an approach for
integrating DEI practices throughout the organization.

■ Engage employees and leadership to define current state

of DEI performance and impact, identify opportunities
for improvement, and develop a shared language and
common definitions for DEI-related terminology.

	 Employee Resource Groups (ERGs) are increasingly

leveraged for employee engagement, as these forums
provide employees a voice while also emphasizing
management’s willingness to hear from and engage
with employee perspectives.

	 Surveys provide anonymity and are helpful for gathering

honest feedback around sensitive topics. “Town halls” and
roundtable workshops with employee representatives are also
effective methods for consensus-building and are often used to
agree upon common DEI terminology for an organization.

Racial Equity Tools Glossary; 200 and Gender Equality
Glossary and Thesaurus.201
■ Distill leadership and employee engagement data and

review against current DEI policies, initiatives, and metrics
to identify gaps and opportunities for improvement.

	
 Existing policies and practices that may be relevant to
review include non-discrimination, whistleblowing, recruitment,
hiring, employee retention and promotion, and remuneration
policies, among others.

ENVIRONMENTAL

SOCIAL

■ Prioritize actions for improvement based on importance to

stakeholders and internal capacity to complete. Develop a
commitment statement to DEI priorities and a “roadmap”
of timebound actions that the company will take in the
immediate, short, and long term. Share DEI Commitment
Statement and Roadmap with internal stakeholders for
validation and approval.


The development and integration of a formal, organizationwide DEI policy is often a high priority for both internal and
external stakeholders.
	See Foundational Steps.


Companies will often conduct “listening sessions” with
employees following the release of a DEI roadmap to gather
feedback and receive validation.

AccountAbility’s DEI Healthcheck.
■ After finalizing the DEI commitment statement, publish

externally on the company website and/or in the ESG
Report, if applicable.


DEI commitments carry greater weight when signed by the
CEO and/or board of directors.
Examples of REIT commitments:
Duke Realty Corporation 202
Healthpeak Properties, Inc.203
AvalonBay Communities, Inc. 204


External advisors can help facilitate this process by
conducting a “healthcheck” of current DEI practices and
providing recommendations and a roadmap for improvement.

As a substantial amount of litigation has focused on DEI
issues, it is very important that the legal department review
disclosures involving DEI and other ESG issues.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Enact a formal DEI policy.

Embed DEI policy into the DNA of
the company.

■ Building on the company’s DEI commitment statement,

existing relevant policies, and corporate values, draft an
organization-wide DEI policy that covers the practices,
oversight, and reconciliation processes for all aspects of
the employee relationship (e.g., hiring and advancement,
compensation, working conditions, access to resources,
trainings and professional development).

	 Link, or integrate existing policies related to relevant

prohibited practices (e.g., discrimination, harassment,
bullying) within the DEI policy and the company’s DEI
commitment statement.

■ Formalize roles and responsibilities for oversight and

Examples of REIT DEI policies:
Ventas, Inc.205
Kilroy Realty Corporation 206

management of DEI priorities, strategies, and targets,
and integrate into the current organizational structure.

	 Companies with the strongest DEI performance have

■ Disseminate the DEI policy to all employees.

oversight for DEI initiatives and impact at the board and
executive levels.


Consider hosting Q&A sessions or setting up an
anonymous feedback mechanism for receiving and
addressing employee questions about the DEI policy.

■ Formally dedicate funds to implement the diversity,

■ Publicly disclose the DEI policy on the company website

and link or highlight in the annual ESG report, if any.


Specify mechanisms and processes for sharing
grievances and concerns.

equity & inclusion action items identified in the DEI
roadmap.

	
 Consider how DEI commitments and programs may be
embedded in external stakeholder initiatives such as tenant
and local community engagement programs.


Companies often include specific diversity initiatives and
oversight/responsibilities for initiatives, commitments to DEI
trainings and targeted recruitment efforts, and employee
engagement practices in their DEI policy.

Identify all applicable federal, state, and local legislation
for all operating locations to ensure at least minimum
requirements are met.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Develop key performance indicators
(KPIs) for each aspect of the DEI policy
and for DEI initiatives, and establish data
management practices for collecting
and reporting DEI data.

Establish long-term targets for DEI
in alignment with the organization’s
context, commitments, and objectives.

Conduct training for employees at
every level of the company.

■ Review current DEI commitments, policy, and action plan

See Illustrative Reporting Metrics.
■ Identify and define DEI KPIs related to the company DEI

policy and initiatives.

	
 Use agreed-upon DEI terminology when defining each KPI.
See Foundational Steps.
■ Link KPIs to existing corporate and ESG strategies to

ensure consistency and thorough integration of DEI
commitments at the highest level of the company.

	
 When establishing data management and reporting
practices for DEI KPIs, include regular reporting of DEI
performance to the board and executive levels.

alongside corporate strategy, capacity and resourcing
plans, and operational context (e.g., geography,
regulatory environment, stakeholder expectations) to
determine relevant and achievable long-term targets for
DEI.

	 Ensure targets are comprehensive and defensible by

aligning them to the “SMART” framework for goal-setting—
specific, measurable, accountable, realistic, and time-bound.

Targets can be unique for every organization, depending
on their context and objectives.

■ Define the parameters for each target by assessing

current baseline performance against projected
performance and influencing factors on success.

■ Conduct mandatory DEI trainings with all employees on

an annual basis.

	 Examples of trainings may include unconscious bias,

harassment, and workplace ethics training as well as trainings
on the company’s DEI policy, initiatives, and targets.

	
 Provide supplemental trainings periodically on relevant and/
or emerging DEI topics.
■ Conduct additional trainings for managers to directly

address the unique DEI challenges of managing others.

■ T
 rack training outcomes (e.g., participation rates, types of

trainings offered) and impacts (e.g., changes in behavior
and attitudes over time).

	
 Consider using anonymous surveys with consistent
questions to collect information about employee behavior for
comparison over time.

See Foundational Steps.
■ Integrate tracking of progress towards goals into regular

data management and reporting practices.

■ Publicly communicate both the company’s DEI targets

and progress against targets on the website and in the
company’s annual reporting.
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Implementation & Reporting Activities
Embedded Steps
Establish a role for a dedicated DEI
leader to develop, manage, and oversee
company-wide efforts.

■ Formalize a DEI leadership role for the company.
■ Identify key responsibilities and competencies for the

DEI Leader, with respect to the company’s DEI
commitments and targets as well as operational context
and stakeholder expectations.

	
 Examples of key responsibilities may include strategy
development, program and partnership management,
employee training, counseling, and internal communications.
■ Establish reporting lines, decision-rights architecture, and

KPIs for the role.

	
 U.S. companies with established DEI practices have an
established DEI Officer within the C-suite/executive level to
ensure continued integration and effective oversight of DEI
practices across the organization.207

Foundational

Integrated

Embedded

“

Expand formal DEI activities to
include external stakeholders and
external commitments.

■ Identify opportunities to integrate DEI commitments,

policies, and practices into external stakeholder
activities.

	 Consider updating procurement policies to: ensure a

portion of all vendor costs are allocated to women- and/or
minority-owned businesses, provide DEI training to tenants,
and restructure community programming to ensure equitable
access for under-served communities.

Diversity and inclusion are essential in
business success, as research and experience
clearly demonstrate that groups with diverse
perspectives produce better results and make
better decisions.

Debra A. Cafaro, Chairman and CEO, Ventas, Inc.212

”

■ Develop external partnerships to advance DEI practices

within your company and external programming.

	 Look to other REITs, partner companies, nonprofit

organizations, diversity and inclusion experts, business
associations, and universities to collaborate.

■ Make formal commitments to external diversity and

inclusion standards, principles, and pledges.

	 Consider signing the CEO Action for Diversity &

Inclusion™ CEO Pledge 208, and committing to Paradigm for
Parity 209, the United Nations (UN) Women’s Empowerment
principles 210, and/or UN LGBTI Global Standards of Conduct
for Business 211.

■ Develop a formal action plan and update company

DEI commitment statement to include external DEI
commitments, collaborations, and contributions.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

Discrimination: Act and result of treating persons
unequally by imposing unequal burdens or denying
benefits, instead of treating each person fairly on the
basis of individual merit. 213

Inclusion: Process of including all stakeholders in
organizational contexts. This involves the entire workforce
having access to opportunities and resources to enable
their contribution to the organization.218

Diversity: Differences in the values, attitudes, cultural
perspective, beliefs, ethnic background, sexual
orientation, gender identity, skills, knowledge, and life
experiences of each individual in any group of people.214

Inclusive Culture: Values, beliefs, and practices
that influence the conduct and behavior of people
and organizations, and that include and value
the perspectives and contributions of diverse
stakeholders.219

Equality: Equal treatment and opportunities to
participate and contribute.215
Equity: The principle that people should be subject to
policies, processes, and practices that are fair and free
from bias.216
Gender Pay Gap: Percent difference of average hourly
earnings between men and women.217

EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 5.1. Diversity-Employee gender diversity
■ 5.2. Diversity-Pay Gender pay ratio

GRESB Assessment 2020
■ SE5. Inclusion and Diversity

GRI Sustainability Reporting Standards

Vulnerable Groups: Set or subset of persons with
some specific physical, social, political, or economic
condition or characteristic that places the group at a
higher risk of suffering a burden, or at a risk of suffering
a disproportionate burden of the social, economic, or
environmental impacts of the organization’s operation.220

■ GRI 102: 22 Composition of the Highest Governance Body

and its Committees 2016
■ GRI 404: Training and Education 2016
■ GRI 405: Diversity and Equal Opportunity 2016
■ GRI 406: Non Discrimination 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension - Corporate Governance - Board

Diversity Policy
■ Economic Dimension - Corporate Governance - Board

Gender Diversity
■ Social Dimension - Labor Practice Indicators
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GOVERNANCE CHAPTERS
Throughout this document, “governance” refers to an organization’s
processes, policies, practices, and impact within an ESG construct
regarding its formalized governing infrastructure, transparency, roles
and responsibilities, and accountability.221
REITs have strong governance policies and continue to lead the way
in their governance practices. This chapter’s purpose is uncovering
governance criteria evaluated under ESG by various ESG frameworks
and ratings, not to discuss the important topics related to REITs
covered by the governance-focused rating agencies like Institutional
Shareholder Services (ISS) and Glass Lewis & Co LLC.
ESG frameworks, standards, and rating agencies outline and assess
over 15 governance criteria under the ESG umbrella to determine
company performance and impact. Governance criteria covered
under the ESG umbrella by the ESG frameworks focus more on ESG
governance, as well as public disclosure of a number of governance
related policies.
The top five most frequently occurring ESG governance criteria
across ESG frameworks, standards, and rating agencies, and of the
greatest relevance to the REIT industry, are:
■ C
 ompensation Policy
These reference guides present illustrative information distilled from ESG requirements established
in ESG frameworks and standards, perspectives gleaned via interviews with subject matter
experts, and leading practice examples from across the REIT industry. The chapters leverage this
compilation of industry insights to provide illustrative examples as to how REITs may choose to
implement and report on their ESG programs and management to satisfy disclosure requirements.
In addition to the governance criteria assessed by ESG frameworks, standards, and rating agencies,
REITs are expected to comply with all legal and regulatory requirements relevant to their industry, as
outlined and assessed by non-ESG agencies and regulatory bodies.
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■ ESG Reporting Standards
■ B
 oard Level Oversight – ESG
■ G
 overnance Policies
■ R
 isk Assessment 222
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Compensation Policy
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX

Describes a company’s strategy
and practices for compensation
across the company—from entry
level workers to C-suite and
board members. Compensation
disclosures for ESG frameworks
and standards discuss incentive
programs and targets generally, as
well as incentives specifically related
to ESG performance. Compensation
data is disclosed, as well as
descriptions of policies, strategies,
and processes for remuneration.223

ENVIRONMENTAL

SOCIAL

GRESB

•

•

•
•

Median or mean compensation for all employees
CEO pay ratio
Annual compensation ratio and percent increase in
annual total compensation ratio
Disclosed guidelines on deferred bonuses, time vesting, and
performance period for CEO’s variable compensation

GRI

•
•
•
•
•

Number of board directors on compensation committee
Number of compensation committee meetings per year and
percent of members attending each meeting
Disclosure of executive compensation ethical clawback provisions

■ 	Executive compensation linkage to ESG targets
is emerging as a practice for ESG performance
management and accountability.
ESG standards and frameworks focus on
specific governance metrics to assess
ESG performance. Additional governance
metrics may be assessed by regulators,
shareholders, and non-ESG rating agencies,
and are often included in a company’s
standard governance reporting practices.

DJSI

Predefined financial and nonfinancial metrics assessed
for CEO’s variable compensation, including metrics linked
to ESG performance
Bloomberg: Specific metrics
are not publicly available.
Compensation can be a
factor in data analysis.

GOVERNANCE

SASB: Accounting metrics
CDP: Reporting metrics are
tied to climate, water security, for the REIT industry are
Energy Management, Water
and forests.
Management, Management
MSCI: Specific metrics
of Tenant Sustainability
are not publicly available.
Impacts, and Climate
Corporate governance
Change.
can be a factor in scoring

•
•

ISS E&S

•
•

•

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics that
are considered to be material
risks for the company and
industry.

•
•
•
•

TCFD:
Disclosure
recommendations
focus on climaterelated metrics.

methodology.
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Implementation & Reporting Activities
The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Disseminate policies and resources for
reporting compensation concerns or
grievances to all employees.

■ Collect and aggregate compensation data.

■ Distribute compensation policies to employees.

	 Compensation data may include: median or mean

	 Provide employees with training and/or resources

compensation for all employees, CEO pay ratio, annual
compensation ratio and percentage increase in annual total
compensation ratio, DEI metrics, and ratios of standard entrylevel wage by gender compared to local minimum wage.

financial (ESG) reporting and proxy statements.

■ Consider developing a clawback provision for executive

compensation to recapture a portion of compensation in
the event of ethical misconduct.

to report concerns regarding noncompliance with
compensation policies.

■ Define which employees are covered by the provision,

	See Governance Policies for guidance on developing

applicability to former executives, type of misconduct
that triggers a clawback policy, and forms of
compensation covered under the policy.

	 Consider including details about clawback provisions

	See Diversity, Equity & Inclusion for further guidance on

	
 Consider reporting compensation data specified by
diversity factors (e.g., age, gender, ethnicity).

Embedded

Adopt voluntary provisions on
executive compensation.

non-compliance policies and establishing a
whistleblower mechanism.

■ Prepare disclosures for annual financial and non-

Integrated

Integrated Steps

Foundational Steps
Publicly disclose current, aggregated
compensation data.

Foundational

in the company’s proxy statement.

providing equal opportunities to employees and closing
gender pay gaps.


The extent to which a company can disclose
aggregated data may differ based on company size and
total number of employees.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Consider integrating ESG metrics into
executive compensation practices.

■ Review current compensation policies against industry

practice, ESG topic prioritization, corporate ESG
objectives, and recent ESG risk assessments to identify
ESG KPIs/metrics that are associated with short- and
long-term value drivers for the company.

	 Examples of ESG performance areas that may be

linked to executive compensation include: diversity, equity
& inclusion; safety performance; greenhouse gas (GHG)
emissions targets; and climate risk management. 224 225

■ Present recommendations to board compensation

committee to gain buy-in and approval for integration.


Integrating ESG performance into executive and
board compensation may be complex, may not receive
immediate buy-in, and could take time to integrate.

■ Include ESG metrics that are tied to executive

compensation in annual reporting.

Corporate Citizenship, Making Sustainability Pay: 		
Company Examples of ESG Incentives.226
■ Identify which KPIs/metrics are most applicable to each

executive role (e.g., GHG emissions reduction targets
may be linked to CEO, COO, and/or Chief Sustainability
Officer, among others).

Principles for Responsible Investment 			
Association (PRI) and United Nations Global Compact 		
Office, Integrating ESG Issues into Executive Pay.227
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

CEO Pay Ratio: The ratio between the median of
the annual total compensation of all employees of
the company, except the CEO, and the annual total
compensation of the CEO.228

GRESB Assessment 2020
■ P02. Policy on social issues
■ P03. Policy on governance issues
■ RM2. Process to implement governance policies
■ RM3.2. Governance risk assessments
■ LE6. Personnel ESG performance targets

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016
■ GRI 401: Employment 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension – Corporate Governance
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ESG Reporting Standards
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX
DJSI

Indicates whether or not an
organization is publicly disclosing
ESG information using frameworks
(e.g., SASB, ISO), or if it is a member
of international ESG-related
compacts or agreements (e.g.,
UNGC, CDP, UN SDGs).229

 ethodology used to disclose and/or report against relevant
M
standards and frameworks
Integration of standards and frameworks in corporate
commitments, strategy, targets, and programs

■ ESG reporting is used to inform stakeholders,
such as investors and rating agencies, about
an organization’s environmental, social, and
governance (ESG) performance and impact—both
financial and non-financial—as well as progress
toward ESG goals and targets.
■ Within the organization, reporting can serve as
a tool to develop an ESG strategy, set priorities,
track year-over-year performance against targets,
and communicate ESG progress across the
organization. Prioritizing ESG topics can form
the foundation of ESG disclosure, as it allows
organizations to identify and define topics to
report against.

ENVIRONMENTAL

SOCIAL

•

Disclosed prioritized ESG topics

List of external economic, environmental, and social charters,
principles, or other initiatives to which the organization
subscribes, or which it endorses

GRESB

•

SASB

•

•
•

MSCI: Specific metrics are
Bloomberg: Metrics are not CDP: Reporting metrics are
publicly available. Overall ESG tied to climate, water security, not publicly available.
performance and disclosure and forests.
are considered as factors in
in scoring methodology.

GOVERNANCE

ISS E&S

• •
• •
• • •

Disclosed statement from the most senior decisionmaker of the organization about the relevance of ESG
to the organization and the company’s ESG strategy/
management approach
Description of the organization’s policy and current practice
with regard to seeking external assurance for the report

GRI

• •
Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Establish short- and long-term reporting
objectives for the organization.

Depending on resource availability,
stakeholder expectations, and organizational
objectives, REITs with limited resources may
choose to first disclose ESG information on
their website instead of in a report. This allows
the company to establish reporting focus
areas and data collection practices that will be
crucial for more comprehensive reporting.

	
 Typically, companies (across industries) begin by reporting
against the GRI standards and/or SASB standards due to their
structured approach to disclosure.

Questions to consider when selecting
reporting frameworks can include:
■ Are current or potential investors requesting

disclosure against specific frameworks?
■ Can certain frameworks be used to assess

and track performance and identify gaps?
■ Which frameworks are used by peers and

competitors, and how might disclosures
inform benchmarking?

■ Identify intended audience for reporting and disclosure.

■ Which resources are required to disclose

■ Assess benefits and requirements of standards and

frameworks for ESG reporting and determine feasibility
for reporting against frameworks based on current
and projected capacity for disclosure management,
oversight, and data availability, as well as intended
audience expectations for disclosure.

against/participate in each framework
and what is the company’s capacity to
participate?

	See Integrated Steps.

Companies may consider selecting one or two
frameworks early in a company’s reporting
journey and report annually to demonstrate
a consistent commitment before adding on
additional disclosures.
■ Establish reporting objectives, including timeline and

year-over-year plan for framework-aligned disclosure.

	
 Many ESG disclosure frameworks publish guidance
documents on their websites, which can aid in the
establishment of reporting objectives and processes
(e.g., GRI 231 and GRESB 232 reporting guides).

	 Use the Nareit Guide to ESG Reporting Frameworks to

understand which frameworks and standards may be most
relevant to REITs.

	 Nareit Guide to ESG Reporting Frameworks 230
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Foundational Steps
Conduct a prioritization of ESG topics
to inform disclosure topics.

■ Define and prioritize the ESG topics of greatest

Develop and publish first framework-aligned ESG report,
reflective of priority topics and disclosure goals.

importance to stakeholders and impact on the company.

■ Identify metrics and KPIs for disclosure based on the

requirements of the selected framework/standard.


	See ESG Journey for guidance on how to prioritize

ESG issues.

■ Collect all relevant data and information required for

	
 The criteria assessed by selected ESG reporting
frameworks and standards should inform a company’s
prioritization of ESG topics.


See Foundational Steps.

See Foundational Steps.

■ Distill prioritized ESG topics as the main disclosure

areas for reporting.

	
 Companies will often organize their reports by
environmental, social, and governance chapters,
with prioritized ESG topics as subsections under
relevant chapters.

selected framework disclosures.

■ Define the ESG report’s structure, theme, message,

and design concepts, based on available data and
performance metrics.

■ Develop case studies, success stories, infographics, and

leadership messages to guide the ESG narrative.

	
 Companies may leverage ESG reporting consultants to
lead the data collection and report development processes,
and/or contract designers to produce the designed, printready, and/or interactive digital version of the report.
■ Draft and design the report content, including reviews

with the working group and senior leadership.

	
 To showcase company’s commitment to positive
impact, indicate alignment with applicable agreements and
frameworks throughout the report.
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■ Finalize and publish the report on the company website.

	
 The first ESG report can serve as a baseline for
future reporting.
	
 Consider developing an ESG report website to present the
report in an interactive manner.
■ Share the report with external stakeholders, such

as investors and rating and ranking agencies, using
appropriate channels.

“

We recognize that ESG implementation is
a journey, and are interested in year-overyear performance disclosures and metrics
that demonstrate companies’ growth and
development over time.
Stefano Maffina, Senior ESG Research and Data
Analyst, State Street Global Advisors

”
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Implementation & Reporting Activities
The following steps may be taken in
alignment with the company’s reporting
goals and stakeholder expectations, as
different disclosure frameworks/standards
may be appropriate for each company.
Factors companies can consider when
selecting a reporting framework or
standard may include:

■ Select GRI disclosures based on prioritized ESG topics.

	
 Start with GRI 101 (Foundation) for general guidance. Select
topic-specific standards from GRI 200 (Economic), 300
(Environmental), and 400 (Social) based on priority topics. In
addition, include GRI 102 (General Disclosures) and GRI 103
(Management Approach) as applicable.

► Geographic footprint of framework/standard
relative to REIT	

	 GRI Standards 233

► Industry practice

■ Revise existing data collection templates as needed to

► Overlap of data requirements between frameworks/
standards for increased resource efficiency (e.g.,
SASB/TCFD, TCFD/CDP)	

ENVIRONMENTAL

SOCIAL

Embedded

For GRI disclosure, produce a GRI-compliant ESG Report.

	See Foundational Steps.

► Stakeholder (e.g., investors) preferences
and priorities

Integrated

Integrated Steps

	
 GRI requires companies to prioritize ESG topics in order to
determine disclosure areas.

► Availability of resources	

Foundational

align to requirements of selected GRI disclosures.

■ Follow the report development process outlined in

GOVERNANCE

	

A GRI Content Index specifies each of the GRI
Standards used and lists all disclosures included in the
report. For each disclosure, the index should contain:
number of the disclosure (e.g., “101-1”); page number in the
ESG report or external URL; and, if applicable, the reason(s)
for omission when a required disclosure cannot be made.
	 See GRI Standard 102: General Disclosures 2016,
p. 40 for an example of a GRI Content Index.234
	 Examples of REIT Industry GRI-compliant reports
include:
Healthpeak Properties, Inc.235
Simon Properties Group, Inc.236

In 2019, 39 of the top 100 REITs used
GRI to report ESG data.237

Foundational Steps, include GRI Content Index and
structure according to disclosure topics.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
For disclosure against SASB, produce and publish SASB disclosure
in annual ESG report and/or as a standalone document.

■ Use the industry-specific SASB standard—Real Estate

■ Produce the disclosure report and highlight as part of

Owners, Developers, and Investment Trusts—to
determine required disclosure topics and
accounting metrics.

the ESG report release or as stand-alone publication.


	

Consider including an overview of activity metrics to
measure the scale of the business and provide operational
context (e.g., number of employees, number of customers);
quantitative and/or qualitative disclosure against accounting
metrics; narrative description of factors necessary to ensure
completeness, accuracy, and comparability of the data
reported (e.g., strategy, competitive positioning, degree of
control, performance, and trends over time); and third-party
data verification, if applicable.

	 SASB, Real Estate Owners, Developers & Investment
Trusts Sustainability Accounting Standard. 238
	
 A REIT’s disclosure should include metrics from the
REIT sector standard (e.g., energy management, water
management, climate change adaptation, management of
tenant sustainability impacts), but may also include metrics
from other relevant sectors. For example, a health care REIT
may also wish to include metrics from the SASB Healthcare
standard, and a mREIT may consider using the SASB
Mortgage Finance Standard. 239
	

	 SASB Knowledge Hub contains videos and
publications with practical guidance on the use of
SASB standards.240
■ Determine format for SASB disclosure, either integrated

into an ESG report or as a stand-alone document.

■ Collect, aggregate, and validate data required for SASB

disclosure topics and accounting metrics.
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 xamples of SASB-aligned reports include:
E
Kimco Realty Corporation 241
Vornado Realty Trust 242
Boston Properties, Inc.243

“

We will use [SASB and TCFD] disclosures
and our engagements to ascertain whether
companies are properly managing and
overseeing these risks within their business
and adequately planning for the future. In the
absence of robust disclosures, investors,
including BlackRock, will increasingly
conclude that companies are not adequately
managing risk.
Larry Fink, Chairman and CEO, BlackRock, Inc. 245

 ASB allows companies to report on
S
standardized and relevant sustainability
data, tailored to their industry groups, in
alignment with other standards (such as GRI).
A growing number of REITs, following investor
demands and reporting trends, incorporate
SASB disclosures.244

”
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
For participation in GRESB, disclose ESG performance
in the GRESB Real Estate Assessment.

■ Register as a participant in the GRESB Real Estate

For alignment with TCFD, integrate
disclosure into annual reporting.

■ Review the annual GRESB Assessment Scorecard

Assessment through the Assessment Portal.246

	
 The GRESB Assessment Portal is open each year from
April 1 to July 1.
■ Identify data required for assessment and collect

necessary metrics and information using internal data
collection processes and information provided in prior
ESG reports.

when available to evaluate performance against
peers in the REIT sector and identify performance and
communication improvement areas.

	

The GRESB Assessment Scorecard is typically
distributed to participants and released publicly annually
in the fourth quarter.
■ Publish GRESB Benchmark Report publicly to showcase

performance highlights or demonstrate areas and
commitments for improvement.

■ Complete and submit assessment and publicly disclose

participation in annual ESG report, on company website,
and/or through other relevant channels.

	
 GRESB has a “grace period” for first-year participants
to familiarize themselves with the GRESB reporting and
assessment process. During the grace period, participation is
free, and assessment outcomes are not shared externally.

	
 An example of a publicly available GRESB
Benchmark Report in the REIT industry is Kilroy Realty
Corporation’s GRESB Report publication.248

In 2020, 39 of the top 100 REITs used GRESB
to report ESG data.249

	 Review the GRESB support and guidance page for
further information on the participation process.247

	
 TCFD seeks to understand the financial impact of
climate change on a business. The TCFD framework for
disclosure recommends companies provide information on
four key areas that demonstrate effective governance and
management of climate-related risks and opportunities, in
addition to disclosing against other standards that can help
companies identify relevant performance and disclosure
metrics (e.g., SASB, GRI).
	 TCFD has developed a table to indicate alignment
of disclosure areas with other frameworks, including
GRI and CDP. The TCFD Implementation Guide provides
guidance on integrating climate-related disclosure into
SASB-disclosure.250
■ Consider registering as a supporter on the TCFD

website.251

■ I nventory the company’s identified climate-related risks,

climate change management strategy, and climaterelated metrics and targets.
	See Climate Change Opportunities & Risks for

more information.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
For alignment with TCFD, integrate
disclosure into annual reporting.

■ Develop a TCFD disclosure section of the company’s

■ Metrics and Targets: Disclose the metrics and targets

annual ESG report, including content around the
following four disclosure areas: governance, strategy,
risk management, and metrics and targets.

used to assess and manage relevant climate-related
risks and opportunities, where such information is
relevant.

■ Governance: Disclose the organization’s governance

		 i.	
Topics include: Metrics used to assess the

around climate-related risks and opportunities.

climate-related risks and opportunities in line
with strategy and risk management processes;
Scope 1, Scope 2, and, if appropriate, Scope 3
GHG emissions and related risks; targets used to
manage climate-related risks and opportunities;
and performance against targets.

		 i.	
Topics include: Board oversight and management

role in assessing and managing climate-related
risks and opportunities.

■ Strategy: Disclose the actual and potential impacts

of climate-related risks and opportunities on the
organization’s business, strategy, and financial
planning.

i.	
Topics include: Short-, medium-, and long-term
risks identified by the organization; impact of the
climate-related risks and opportunities on the
organization’s business, strategy, and financial
planning; and resilience of the organization’s
strategy, taking into consideration different
climate-related scenarios, including a 2°C or
lower scenario.

	
 Identify climate-related risks, strategies, risk management,
metrics and targets following the guidance provided in the
Climate Change Opportunities & Risks chapter.
	 The TCFD Hub provides practical guidance on
what information to include for each of the four
disclosure areas.252

■ Risk Management: Disclose how the organization

identifies, assesses, and manages climate-related risks.
i.	
Topics include: Climate-related risk processes
and overall risk management practices in place.

ENVIRONMENTAL

SOCIAL

The TCFD recommendations help
organizations identify and manage their
climate-related risks and opportunities,
communicate actions and performance to
investors, clients, and employees, and meet
existing disclosure requirements to report
relevant information in financial filings. TCFD
is supported by over 1,440 organizations as
of September 2020, representing a market
capitalization of over $12.6 trillion.256

GOVERNANCE

Examples of companies disclosing against
TCFD include:
Kilroy Realty Corporation 253
Boston Properties, Inc.254
Alexandria Real Estate Equities, Inc.255
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Upon invitation, consider participating
in the Carbon Disclosure Project (CDP).

Investors and/or customers may submit a
formal disclosure request to the company via
the CDP website in March of each year. The
request will indicate which CDP questionnaire
should be filled in (climate change, forests,
and/or water security). Companies can also
self-register.

	
 CDP provides the platform for companies to disclose
environmental information at the request of their stakeholders.
	
 If disclosing to TCFD, similar data may be used for
CDP questionnaire.

■ Identify data required for the selected questionnaires

and collect necessary metrics and information using
internal data collection processes and information
provided in prior ESG reports.

	 Review the CDP Guidance for Companies website
and download the scoring Introduction.257
■ Complete and submit the questionnaires in the online

response system dashboard and publicly disclose
participation in annual ESG report and other relevant
communications channels.

	
 Completed questionnaires are accepted between April
and August of each year.

■ Download the applicable CDP questionnaires on the

website, and select the type of questionnaire, sector,
and version (minimum or full), depending on the REIT’s
corporate profile and investor requirements.

In 2020, CDP disclosure was requested by
515 investors with $106 trillion in assets, as
well as 147+ large purchasers with over $4
trillion in procurement spend.258

With many frameworks and standards
available for companies to report against,
and several third-party rating agencies
aggregating data from available disclosures,
companies can take a strategic approach
to reporting and prioritizing disclosure
frameworks based on stakeholder
expectations, disclosure requirements,
availability of resources and data, overlap of
reporting requirements across frameworks,
the ability to achieve higher ratings based
on disclosure (e.g., Sustainalytics and MSCI
incorporate SASB, TCFD, and GRI disclosures
in their assessments), and industry and
sectoral disclosure practices.

	
 CDP’s climate change questionnaire contains specific
questions for the real estate industry, with focus on the
assessment of building lifecycles emissions and embodied
carbon emissions data, net zero carbon buildings, and
investments in low-carbon R&D.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Upon invitation, disclose ESG information to the SAM
Corporate Sustainability Assessment (CSA) as part of the
Dow Jones Sustainability Indexes (DJSI) selection process.

Selected companies receive an invitation in
the first quarter of each year to disclose their
information through the corporate sustainability
assessment, as part of the evaluation process
for DJSI inclusion. Listed companies not invited
can also decide to commission the assessment
in order to have their corporate sustainability
performance evaluated.

■ Complete the Corporate Sustainability Assessment

during the timeframe listed in the invitation, which is
typically within eight weeks.

■ Once published, review results from the assessment

to evaluate performance against peers and identify
performance and communication improvement areas.

■ Publicly disclose inclusion in relevant DJSI indices (e.g.,

global, regional), if applicable, in annual ESG report and
on company website.

“

In addition to metrics and targets, we are
interested in disclosure that shows how the
company addresses specific challenges in
ESG implementation.
Chase Savage, ESG Research Analyst,
Fidelity Investments, Inc.

”

■ Upon receiving invitation, review the CSA Companion to

identify data required for the assessment, and collect
necessary metrics and information using internal data
collection processes and information provided in prior
ESG reports.

	
 Most questions align with the GRI standards and similar
data can be used for a GRI report and the CSA.
	 The Corporate Sustainability Assessment Companion
details each question in the assessment, provides
guidance on data collection and metrics, and indicates
GRI-alignment.259
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Incorporate reporting against the UN SDGs
into the ESG report.

■ Review ESG performance data against SDG target KPIs

and include outcomes in annual ESG report.

Investors increasingly consider the SDGs
a useful reference point to evaluate the
authenticity and potential impact of
companies’ ESG commitments, targets,
strategies, and programs.

	 Disclose the methodology for SDG selection, objectives

for each SDG, progress/performance against targets, and
KPIs in the respective sections of the ESG report
(e.g., environmental SDGs under environment).

■ Determine relevant SDGs for the company to align its

ESG commitments, targets, strategies, and programs
based on priority ESG topics and corporate strategy.

	 GRI, Integrating the SDGs into Corporate Reporting: A
Practical Guide. 261

	 Include the 2030 Agenda for Sustainable Development

260

and the SDGs in the prioritization process of ESG topics.
	See Foundational Steps.

According to the 2020 Nareit Member Survey,
36% of respondents reported that their
organization aligned its strategies and goals
to the UN SDGs.262

■ Set short-, medium-, and long-term objectives for each

SDG, in alignment with corporate strategy.

■ Identify and select relevant targets from the 169 SDGs

targets and define KPIs per target.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Consider becoming a participant or signatory to a
voluntary ESG initiatives, such as the United Nations
Global Compact (UNGC).

	
 The UN Global Compact is a voluntary initiative based on
CEO commitments to implement sustainability principles and
take steps to support UN goals.263
■ Review the UNGC Engagement Guidelines to determine

capability and eligibility to become a signatory or
participant to the UNGC.

	 UNGC Business Applications 266
■ Disclose participation or signatory status in the

company’s ESG report, website, and other relevant
public disclosures.

■ Leverage data and information provided in the

company’s annual ESG report to complete the annual
CoP, submitted annually through the UNGC website. 267

	 UNGC Engagement Levels 264
■ Prepare a letter of commitment to the UN secretary

general, signed by the company’s most senior executive,
committing to:

■ Implement the 10 Principles of the Global Compact

	
 UNGC disclosure deadlines are dependent on the
membership registration date and are listed in company’s
public profiles.
	 UNGC Disclosure Steps 268

■ Take action in support of the SDGs

■ Submit an annual communication on progress (CoP)

	 Ventas, Inc. letter of commitment, signed by the
company CEO.265
■ Complete the online application form and upload

a digital copy of the letter of commitment signed by
the CEO.
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“

In February 2020, Ventas, Inc. became the
first S&P 500 REIT signatory to the United
Nations Global Compact.
Ventas, Inc. Press Release.269

”
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Key Terms and Additional Resources
ADDITIONAL RESOURCES
EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
GRESB Assessment 2020
GRI Sustainability Reporting Standards
SAM Corporate Sustainability Assessment 2021
Sustainability Accounting Standards Board
■ Real Estate Owners, Developers & Investment Trusts

2016: Climate Change Adaptation
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Board Level Oversight – ESG
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX
CDP

Outlines the roles and
responsibilities of the company’s
board of directors specific to ESG
strategy, performance, targets,
and risk management. Disclosures
include descriptions of the board’s
responsibility and oversight of the
company’s ESG performance.270

■ 	Institutionalizing ESG at the board level may
demonstrate commitment to ESG performance
across the REIT, and board oversight over ESG
matters can help to increase accountability to
performance targets and metrics and facilitate
the allocation of resources to ESG initiatives
across business units.272

Presence of committee assigned
with ESG oversight
ESG KPIs and risks assessed by board/
committee(s), and frequency of assessments
Board and senior executives’ roles and
responsibilities for company-wide integration
of ESG

ENVIRONMENTAL

SOCIAL

Scope of frequency of board education
around ESG topics

Bloomberg: Specific metrics
are not publicly available.
Board diversity, refreshment,
and independence can be
considered in data analysis.

GOVERNANCE

GRESB

GRI

ISS E&S

•

Board composition

■ Board oversight over ESG can help to ensure
effective management of risks and opportunities
and may contribute to the company’s long-term
sustainability and financial prosperity. 271

DJSI

CDP: Applicable metrics refer
to board oversight of topics
related to climate change,
water and forests.
MSCI: Specific metrics are
not publicly available. Board
oversight can be considered
as factor in scoring
methodology.

•
•
• •
• •
•
• • • •
•
•
SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate
Change.

TCFD

•
• •
• •
•
• •

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.

TCFD:
Applicable metrics
refer to board oversight
of climate-related
financial risks.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Identify investor and ESG rating and
ranking agencies’ expectations for
board of directors’ oversight of ESG
matters at your company.

Assess current integration of ESG
matters at the board level.

■ Conduct engagements with investors outside of proxy

season to build relationships and lay the groundwork
for understanding each others’ perspectives and
expectations around ESG matters.273

■ Identify KPIs and ESG risks currently overseen by the

board of directors.

	 Most companies’ boards oversee one or more

ESG-related KPIs (e.g., pay equity, risk and compliance
assessment, cybersecurity), although often in the early
stages of ESG performance these KPIs may not be initially
recognized as ESG matters.

■ Engage with ESG rating agencies on a regular basis to

understand risk assessment methodology as it relates to
ESG oversight and accountability at the board-level.

	 Review the REIT’s scoring in previous years’ rankings to

identify opportunities for further disclosure.

Update company communications and
disclosures to highlight ESG matters
overseen by the board of directors, as well
as subject matter expertise of directors.

	 ESG risks may include financial and operational risk

from climate change, reputational risk from ESG matters
(e.g., climate management, diversity and inclusion), and
governance-related risks such as compliance with changing
regulations around ESG matters.
	See Risk Management for more details about ESG risk.

■ Determine whether ESG topics are overseen by the full

board of directors or by specific subcommittees.

■ Update board members’ biographies on the website and

in reports to include or highlight their respective ESG
expertise and/or experience.

	 Consider including a leadership statement from the board

chair in financial and non-financial reports, highlighting ESG
oversight and expertise of the board.

■ Update disclosures in annual proxy statement, annual

reports, ESG reporting, governance guidelines, etc., to
showcase ESG-related KPIs and risks overseen by the
board, including subcommittees.

	 Employ graphics in the company’s proxy statement to

show board diversity not only as to gender/race/ethnicity, but
also as to skills (particularly ESG expertise) using a skills matrix
and a board succession graphic.

	 To demonstrate ongoing commitment and impact, it

■ Review current reporting structures between

management and the board on ESG risks.

■ Evaluate board composition to identify ESG subject

matter expertise amongst board members.

	 Examples of ESG subject matter expertise may include:

can be most effective to include both a specific section
highlighting board oversight of ESG issues in reports, as well
as examples of board oversight throughout the narrative. CEO
letters at the beginning of the proxy statement are being used
by some companies to demonstrate their commitment to
ESG issues.

DEI, supply chain management, corporate governance, and
oversight of climate-related financial risks.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Expand the mandate of the board to include oversight
of ESG matters important to the organization.

■ Define ESG topics for board of directors’ oversight based

on greatest impact on the company, as determined by a
prioritization of ESG topics and value-driver analysis.

■ Board level commitment is required for participation

in TCFD.

	
See Climate Change Opportunities & Risks.

■ Embed oversight of ESG strategy, performance, risks,

and disclosure into the responsibilities of the board of
directors.

feedback and action items from the board of directors
into company policies and practices.

	 Incorporate ESG matters into existing decision-rights

	 Update charter language to reflect ESG oversight

architecture for ease of implementation.

responsibilities, and consider publishing the updated charter
on the website.

■ Allocate oversight over specific ESG topics to

appropriate board committees.

	 Incorporate oversight of specific ESG topics within

existing mandates to ensure sufficient coverage and avoid
overburdening the board (e.g., climate change oversight can
be embedded in financial and risk oversight).

SOCIAL

GOVERNANCE

■ Assign KPIs to be reported to board of directors on a

quarterly basis, or as requested by committees, based
on ESG topics overseen by board of directors.

	 Develop an information flow with board and management

■ Establish processes for collecting and integrating ESG

	
See Risk Assessment for further guidance.

ENVIRONMENTAL

Define KPIs to support board of directors’
oversight and decision-making of ESG
topics, as well as external disclosure of
oversight practices and impacts.

I SO-certified Environmental Management
Systems (EMS) require board oversight of ESG
matters, and for feedback from the board to
be integrated into ESG activities.
S
 ee Environmental Management Systems.

to determine what information is shared, and how frequently.

	 Supply boards with relevant materials in advance of

meetings/presentations to enable informed discussions.

■ E
 xternally communicate the ESG KPIs and risks

overseen by the board of directors in proxy statement
and annual reporting.
	
See Foundational Steps.

	 Consider including board-level review of the ESG report

as a standard practice.

	
See Risk Assessment and ESG Reporting for

further guidance on ESG reporting and
communicating on risks.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Integrate ESG skills and expertise into
the board of directors.

Establish a board committee dedicated
to ESG oversight.

■ Update board skills matrices to include ESG expertise.
■ Identify gaps in the level of expertise, skills, and

experience around priority ESG topics among current
board members.

■ Vote to establish an ESG committee to oversee

and monitor ESG strategy and targets, policies and
performance, risks and opportunities, and budget.

■ Draft a charter for an independent ESG oversight

committee, including purpose and scope,
membership and structure, responsibilities, meeting
frequency and attendance, strategy, and reporting
and evaluation process.

	
See Foundational Steps for guidance on assessing

current expertise.

■ Provide resources or education to current board of

Develop and incorporate mechanisms
to assess and incentivize the ESG
performance of the board.

	 Ensure there is no overlap with the responsibilities of other

directors as required, focusing on risks associated
with ESG matters.

ESG oversight, or incorporate into existing evaluations.

	 Include long-term valuation and performance metrics

into the evaluation.

■ Internally disclose aggregated findings and develop

actions in response to outcomes, such as enhanced
orientation and training, or changes to board structure
and composition.

board committees.

	 Consider formal or informal systems to inform/ educate

■ Select committee members with relevant skills

	 Ceres, Lead from the Top: Building Sustainability
Competence on Corporate Boards.274

	 Meet two to four times per year, and report decisions and

directors regularly about relevant ESG topics.

■ Design an annual evaluation of board performance for

and expertise.

outcomes to the full board of directors as a regular meeting
agenda item.

■ Include committee responsibilities and members in

annual report of accounts, proxy statement, etc.
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Key Terms and Additional Resources
ADDITIONAL RESOURCES
EPRA Best Practices Recommendations on 			
Sustainability Reporting 2017
■ 6. Sustainability Performance Measures - Governance

GRESB Assessment 2020
■ LE4. Sustainability taskforce or committee
■ LE5. Senior decision-maker accountable for ESG issues
■ RM2. Process to implement governance policies

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016
■ GRI 103: Management Approach 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension – Corporate Governance
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Governance Policies
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX
DJSI

Includes disclosures related to
the system of rules, practices, and
processes that direct and control
the activities and performance of
the organization. Typical data sought
by ESG standards, frameworks, and
rating agencies include information
on risk management, corporate
structure, management approach,
data policies, and adherence to
regulation, among others. Specific
focus is placed on describing the
policies in place and the strong
oversight behind each policy.275
■ Corporate governance is a priority for REIT
investors, as investors often view the strength
of a company’s governance as an indicator of
the company’s longevity and, thus, valuation.
Investors may consider governing infrastructure,
transparency, roles and responsibilities, and
accountability when valuing a company. 276

ENVIRONMENTAL
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Roles and responsibilities of highest governing body

•

Process for communicating critical concerns to the highest
governance body (e.g., whistleblower mechanisms)

GRESB

•

Total number of grievances filed through grievance mechanism
during reporting period
Substantiated complaints concerning breaches of customer
privacy and losses of customer data
Fines associated with violations of bribery, corruption, or anticompetitive standards
Disclosed code of conduct

Disclosed supplier codes of conduct and ethics

Bloomberg: Specific metrics
are not publicly available.
Corporate governance can
be considered as factor in
data analysis.

GOVERNANCE

CDP: Reporting metrics are
specified to climate change,
water security, and forests.
MSCI: Specific metrics
are not publicly available.
Corporate governance can
be considered as factor in
scoring methodology.

SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate
Change.

•
•
•
•

•
•

Sustainalytics: Metrics are
not publicly available and
depend on ESG risk profile of
company and industry.

GRI

ISS E&S

•
•
•
•

•
•
•
•
•
•

TCFD:
Disclosure
recommendations
focus on climaterelated metrics.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Assess current company disclosures
against legal, regulatory, investor, and
rating agency expectations and identify
opportunities to fill gaps.

Publicly disclose evidence of available
governance policies.

■ Review U.S. Securities and Exchange Commission (SEC)

guidance on corporate governance, national and federal
regulations (such as the U.S. Foreign Corrupt Practices Act),277
reporting frameworks, and voluntary disclosure standards
to identify expectations for governance policy disclosure,
including disclosure format, frequency, and key terminology.

■ Disclose an overview of all available governance policies

on the REIT’s website and in the company’s annual report
and proxy statement, as appropriate.

	 REITs may consider disclosing full policies on the website to

provide increased transparency for investors, rating agencies,
and other stakeholders. Alternatively, publish an overview of the
policies that can be shared upon request.

	 Review framework assessments (e.g., GRESB Real Estate

Assessment 278 ) and peer disclosure practices (e.g., Boston
Properties, Inc. 279, Healthpeak Properties, Inc. 280,
Kilroy Realty Corporation 281) to understand different reporting
approaches and commonly-used terms.

	 Ensure policy titles, document names, and descriptions

■ Outline the company’s current external disclosures of

governance policies and implementation procedures across
communications channels, and identify information gaps.

	 ESG rating & ranking agencies, frameworks, and standards

typically look for evidence of relevant internal codes of conduct
and clauses, anti-competitive practices, governance/ethics
training, defined roles of governance bodies, whistleblower
mechanisms, and executive oversight of relevant policies
and programs.

	 In January 2021, ISS adopted a new data security/privacy policy

and expects companies to disclose that the responsibility for this
will be assigned to an Audit Committee or another appropriate
committee, as well as what training programs and insurance are
in place, and prevention and remediation procedures.282

ENVIRONMENTAL
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In order to meet third-party rating
agency criteria and align with voluntary
disclosure requirements, public
disclosure of governance policies,
practices, and processes
is recommended.

GOVERNANCE

include terminology commonly used by rating agencies,
frameworks, and standards (such as SASB), and industry peers.

■ Disclose and/or reference other relevant information,

such as governance oversight procedures, risk
management processes, corporate structure,
management approach, and adherence to regulation, in
the company’s annual report and proxy statement.

 or guidance on developing and
F
disclosing specific policies, see
respective chapters:
Board Level Oversight - ESG
Compensation Policy
Diversity, Equity & Inclusion

Governance policies and/or clauses
may include: code of business conduct
and ethics (or “code of conduct”),
anti-corruption and bribery, fraud,
anti-discrimination and harassment,
cyber security, data protection and
privacy, executive compensation,
fiduciary duty, political contributions,
shareholder rights, conflict of interest,
whistleblower protection, and/or
vendor/supplier code of conduct.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated & Embedded Steps
Determine opportunities to integrate
ESG-related topics into governance
policies, structures, protocols, and
decision-rights architecture.

Embed ESG governance policy responsibilities
in relevant roles across the organization.

■ Assess current policies, structures, protocols, and

decision-rights architecture against ESG priorities and
stakeholder expectations and regulations.

■ Assign responsibilities for the implementation of each

policy to specific roles and departments, such as Legal
for whistleblower and anti-corruption policies, and HR or
the Diversity and Inclusion department for diversity and
inclusion policies.

	
See Foundational Steps for current state assessment.
	
See ESG Journey for guidance on prioritizing ESG topics.

■ Assign oversight for ESG-related policy to the respective

executive roles and board of directors, as appropriate.

	 Many companies begin by developing or updating their

code of business conduct and ethics to establish standards
and expectations for ethical behavior and legal and regulatory
compliance connected to ESG topics.

	 Oversight of climate-related risk processes and

■ Develop an implementation proposal for new or updated

policies that includes a timeline for implementation,
required resources, recommended responsibilities,
internal communication channels, and expected
outcomes and benefits for the company.

	 Required resources may include additional staffing, budget,

time, training, and support from external subject matter experts.

policies is often the responsibility of the Board Governance
or Audit Committee.
	See Climate Change Opportunities & Risks and

Risk Assessment.

	 Employee trainings may cover obligations under the code

of conduct, ethics training, and detailed guidance on reporting
non-compliance.
	See Embedded Steps for further guidance on reporting

non-compliance.

■ Integrate compliance with all governance policies

into employee performance evaluation criteria and
assessments.

■ Disclose evidence of governance structures and

decisions-rights architecture on the website and/or
in reporting, along with other governance
policy disclosures.

■ Provide resources and/or training to executives, board

members, and management in each department to
ensure effective implementation and oversight of
governance policies.

■ Conduct trainings on internal policies and external

regulations for all employees and ensure that all new
hires receive training as part of onboarding.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated & Embedded Steps
Measure and assess company-wide
performance against ESG components
of governance policies.

Establish confidential mechanisms for
employees to report noncompliance
and concerns.

■ Establish key performance indicators (KPIs) to assess

the implementation and impact of policies, and monitor
related controversies, misconduct, incidents, and
breaches against the code of conduct.

■ Establish a dedicated helpdesk email address, managed

by staff knowledgeable about the policies, to support
stakeholders with implementation.

■ Establish reporting hotlines via email or telephone to

allow for anonymous reporting of suspected wrongdoings
and misconduct.

	 KPIs may include: number of breaches against the

company code of conduct; number of substantiated
complaints concerning breaches of customer privacy; fines or
settlements associated with violations of bribery, corruption,
or anti-competitive standards; number of ongoing cases and
contingent liabilities related to anti-competitive practices; and
number of employees receiving annual training on policies.283

■ Define and document data collection, measurement, and

reporting expectations for each KPI.

	 Inform employees how to access and use the helpdesk and

reporting hotlines for wrongdoings and misconduct when first
established, and send periodic reminders throughout the year or
when a new employee joins.

■ Establish a whistleblower mechanism that protects

individuals who report illegal, unethical, or dangerous
practices, including procedures and channels to report
misconduct or wrongdoing, protected disclosures, and
remedies and sanctions for retaliation. 284

	 Data owners may be cross-departmental and will

be determined based on ownership of the policy and
relevant KPIs.

■ Establish an internal dashboard to track KPIs and ensure

■ Develop KPIs around the steps taken to address

noncompliance, and disclose noncompliance results
following the Embedded Steps.

the data management system is adequately protected
against data breaches.

■ Collect recent data for selected KPIs to establish an

annual baseline performance measurement.

	See Illustrative Reporting Metrics for examples of KPIs.

leadership and the board of directors, and determine KPIs
and metrics for external disclosure.
SOCIAL

■ I ntegrate the topics covered in the company’s

governance policies into the parameters of the
company’s risk assessment.
	See Risk Assessment.

	 Governance topics in risk assessments may include:

bribery and corruption, cybersecurity, data protection and
privacy, executive compensation, fiduciary duty, fraud, political
contributions, and shareholder rights.

■ Conduct an annual enterprise risk assessment, with

support from internal or external auditors, to ensure
governance policies cover all potential ESG risks, and
to review the company’s risk management processes of
each topic.
	See Risk Assessment for further guidance.

■ Determine whether additional policies need to be

developed or additional actions need to be taken to
effectively management risks.

	 Publicly disclose the processes and policies set forth in the

■ Internally disclose performance against KPIs to senior

ENVIRONMENTAL

Conduct an annual risk assessment
of governance topics.

GOVERNANCE

whistleblower program, and include reference to compliance
with applicable whistleblower regulations such as The U.S.
Sarbanes-Oxley Act (SOX) [18 U.S.C. § 1514A] and The U.S.
Consumer Financial Protection Act (CFPA) [12 U.S.C. § 5567]. 285
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated & Embedded Steps
Translate responsible governance
across the value chain.

■ Develop or update the company’s supplier (or vendor)

code of conduct and ethics to ensure suppliers uphold
the same standards and expectations for ESG issue
governance.
	See Supply Chain Management for more information.

	 Consider adding specific guidelines on ESG criteria to the

supplier code of business conduct and ethics.

■ Incorporate the supplier code of conduct and ethics into

new contracts.

■ Conduct regular verifications and audits on supplier

compliance.

■ Provide annual trainings on governance policies and

issues to suppliers and business partners.

■ Publicly disclose additional code of conducts on the

website and/or in reporting.

	 Host Hotels & Resorts, Code of Conduct.286

ENVIRONMENTAL

SOCIAL

GOVERNANCE

“

Host has had a business code of conduct and
ethics that set expectations on environmental
sustainability and corporate citizenship,
including human rights, for many years,
and recently published its supplier code of
conduct and a human rights policy with more
specific guidelines on environmental and
social sustainability.
Michael Chang, Director of Energy and
Sustainability at Host Hotels & Resorts, Inc.287

”
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Key Terms and Additional Resources
ADDITIONAL RESOURCES
GRESB Assessment 2020
■ P03. Policy on governance issues
■ RM2. Process to implement governance policies

GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016
■ GRI 103: Management Approach 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension – Corporate Governance
■ Economic Dimension – Code of Business Conduct

ENVIRONMENTAL

SOCIAL

GOVERNANCE

GOVERNANCE

GOVERNANCE

GOVERNANCE

GOVERNANCE

GOVERNANCE

1. 	Compensation Policy

2. 	ESG Reporting
Standards

3. 	Board Level Oversight
– ESG

4. Governance Policies

5. Risk Assessment

107

00
Nareit’s Practical Reference for ESG Implementation and Reporting | Governance | Risk Assessment

Risk Assessment
DEFINITION OF ESG CRITERIA

ILLUSTRATIVE REPORTING MATRIX
GRI

Describes company strategy and
processes related to issues of
security, data, and financial risk, as
well as non-financial priority ESG
risks, and overall company risk
culture. Specific disclosures focus
on risk governance procedures and
policies and how they are integrated
into overall risk strategies.288

 umber and type of risks identified (e.g., financial,
N
reputational, operational, strategic)

•

Financial incentives that incorporate risk management
metrics; specified for senior executives, management,
and board members

•

Bloomberg: Specific metrics
are not publicly available.
Audit risk and oversight
can be considered in
data analysis.

GOVERNANCE

CDP: Reporting metrics are
specified to climate change,
water security, and forests.
MSCI: Specific metrics are
not publicly available.

SASB: Accounting metrics
for the REIT industry are
Energy Management, Water
Management, Management
of Tenant Sustainability
Impacts, and Climate Change.

TCFD

• •
•
• •

•
•

Number of non-executive members on board of
directors/supervisory board with expertise in enterprise
risk management

ISS E&S

•
• •
•

•

Number of training hours on risk management
principles per employee

■ 	Disclosing ESG risk governance procedures
and policies can build trust and demonstrate the
stability of assets. 289

SOCIAL

•

Percent of actions in the risk strategy completed in
reporting year

Frequency of board-level review of risks (specific focus
on oversight of risks associated with company’s priority
ESG topics)

ENVIRONMENTAL

GRESB

Percent of portfolio covered by risk assessments

■ External stakeholders, such as domestic and
international regulatory bodies and investors,
may demonstrate expectations for REITs to have
coherent and effective ESG risk management
strategies and processes in place in addition to
enterprise risk assessment processes.

■ 	Top ESG risk management issues for REITs
may include climate change and water, human
capital and supply chain management, health
and safety, controversies, and cybersecurity.

DJSI

Sustainalytics: Specific
metrics are not publicly
available. Companies are
assessed against topics
that are considered to
be material risks for the
company and industry.

TCFD:
Applicable metrics
refer to assessment
of climate-related
financial risks.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

The following illustrative activities are distilled from disclosure
requirements and expectations of 10 ESG frameworks and standards.

Foundational Steps
Establish company risk management
commitment and policy.

Define risk oversight and management
roles, responsibilities, and decision-rights.

■ From the board level, establish a company-wide

■ Define roles and responsibilities for the board of directors

■ Develop an Enterprise Risk Management (ERM) policy, in

	 Establish a Risk Committee at the board level to oversee

commitment to engraining enterprise risk management
processes in regular operating and governance
procedures.

and executive management to oversee and direct
organization-wide risk management practices, including
assessment, tracking, and reporting of risks.

alignment with the ISO 31000 Standard for Enterprise Risk
Management, to formalize the company’s commitment
and framework for risk management.

enterprise-wide risks. Risks may be financial, operational,
reputational, strategic, security-related, and/or compliancerelated in nature, and can be determined as part of a formal
risk assessment.

	 ISO 31000 290

	See Integrated Steps.

■ Receive sign-off on ERM policy from senior leadership

■ Establish a Risk Function to oversee the application and

and board of directors.

integration of risk management across the organization
and to report outcomes and performance updates to the
board.

■ Include ERM commitment statement and/or policy on

company website and reference in external reporting
(e.g., ESG report, annual report, proxy statement).

■ Embed “Risk Champions” within each department

to report up to the Risk Function and lead the
implementation of risk protocols within their department.

■ Develop a decision-rights architecture for risk

management, inclusive of “escalation paths” to bring
critical risk to the attention of senior leadership and board
as needed.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Assess and define financial, operational,
reputational, strategic, security, and
compliance risks at the corporate level.

Identify criteria and prioritize risks.

■ Conduct a high-level landscape review of the company’s

internal and external risk context, including regulatory
environment, key trends, stakeholder perceptions,
company objectives, and organizational culture.

■ Define the likelihood, impact, and severity of each risk,

such as impact on business growth, reputation, and
investor value.

■ Develop a risk inventory, inclusive of the type of risk

(e.g., strategic, operational, financial, compliance-related),
description of the risk, mitigation actions currently taken,
and risk owner.

■ Conduct a formal risk identification and assessment

process, in line with ISO 31000 or other relevant standard,
and generate a comprehensive list of risks.291

	 In order to ensure a comprehensive risk assessment that

	 If sufficient information is available, include in the inventory a

meets stakeholder demands and positions the company for
long-term stability and growth, include priority ESG topics in
risk assessment (e.g., health & safety, climate change, supply
chain management).

description of the root cause(s), potential effect of inefficient risk
mitigation, and stakeholder expectations.

■ Identify criteria to evaluate the significance of each risk.
	 Criteria may include severity of the risk, shareholder

priorities, stakeholder pressure, short- and long-term impact
on company valuation, likelihood of occurrence, and capacity
to manage.

■ Develop qualitative and/or quantitative metrics to

prioritize each risk.

	 Examples of metrics include: projected financial losses per

risk and projected percent of employee turnover.

■ Develop a scoring model inclusive of criteria and metrics,

and prioritize risks.

	See ESG Journey for guidance on determining priority

	 An example of a scoring model is a heat map, which can

ESG topics.

be used to depict where, when, and how the organization will
be impacted by a risk.

	 Example of heat map: CSR Netherlands, Roadmap to
CSR Risk Management.292
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Integrated Steps
Develop a strategy for managing,
mitigating, and offsetting risks.

Disclose the risk assessment process,
outcomes, and strategy.

■ Identify the organization’s risk appetite by engaging

leadership and management around questions such as,
“What level of risk is acceptable?” 293

■ Define an appropriate response for each risk, considering

prioritization, business context, costs and benefits,
potential impact of inefficient risk mitigation, risk severity,
the REITs’ risk appetite, industry/regulatory obligations,
and stakeholder expectations.

	 Companies may wish to conduct a risk assessment every

two years. More regular assessments might be required
depending on the type of risks identified.

■ Present action plan to senior leadership and/or board of

directors to gain approval.

■ Implement the risk strategy and action plans.

■ Disclose the risk assessment process, including the

board’s role in overseeing the process, in financial and
non-financial reporting and quarterly investor briefings.

■ Disclose the outcomes of the assessment, including

criteria used to prioritize risk, and descriptions of action
plans for managing, mitigating, and offsetting risks
in financial and non-financial reporting and quarterly
investor briefings.

■ Regularly update risk management progress in disclosure

	 Risk responses can include accepting [the risk] (“take no

and reporting.

action to change the severity of the risk”), avoiding (“remove
the risk”), pursuing (“convert risks into opportunities”), reducing
(“take action to reduce the severity of the risk”), or sharing
(“transfer a portion of the risk or collaborate externally”).294

■ Develop action plans for priority risks, inclusive of

timebound goals, metrics to measure effectiveness
of the response, management methods, tracking and
reporting mechanisms, and roles and responsibilities.

	 Include staff training and capacity building protocols in

the action plan to support company-wide dissemination and
understanding of risk processes and objectives.
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Implementation & Reporting Activities

Foundational

Integrated

Embedded

Embedded Steps
Extend risk framework and assessment
process throughout the supply chain to
properties/sites and suppliers.

Formalize ESG-risk management and
produce ESG-specific risk disclosures.

■ Expand the scope of risk assessment to include regular

(e.g., every two years) asset-level environmental,
social, and governance risk assessments for standing
investments and new acquisitions. 295

■ Consider establishing key performance indicators (KPIs)

■ Review and update ESG risk management disclosure in

	 Examples of targets include: annual board-level review

	 Ceres, Running the Risk – How Corporate Boards
Can Oversee Environmental, Social, and Governance
(ESG) Issues. 296

with board-level accountability for ESG risk management.
of the outcomes of the company’s ESG risks and 100% of
the company portfolio covered by risk assessments within a
three-year period.

■ Engage tenants, suppliers, landlords, and other relevant

stakeholders to identify opportunities and resources for
further risk management efforts on-site and throughout
the supply chains.

	
See Supply Chain Management for guidance on supplier

the company webpage and in the annual ESG report.

■ Provide capacity building to board members as needed

engagement practices and risk assessment within the
supply chain.

■ Update action plans to include asset-level risk

to ensure effective oversight of ESG risks, as it relates
to corporate strategy and long-term value (e.g., to
understand and appreciate the financial and reputational
risks of ESG topics, such as climate change).
	
To further formalize the evaluation and disclosure of

management, mitigation, or offsetting efforts,
including partnerships with tenants, property
management, and suppliers.

climate-related risks in line with TCFD, see Climate
Change and Opportunities.

■ Provide training and capacity building to risk

management partners (e.g., tenants, property
management, suppliers) to develop a mutual
understanding of risk management objectives,
processes, tools, and reporting requirements.
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Key Terms and Additional Resources
KEY TERMS

ADDITIONAL RESOURCES

ISO 31001: Internationally agreed standard, developed
by the International Organization for Standardization
(ISO), that sets out the requirements for Enterprise
Risk Management (ERM) and provides principles, a
framework, and a process for managing risks.297

GRESB Assessment 2020
■ Management: Risk Management
■ RA1 Risk Assessments performed on

standing investments portfolio
GRI Sustainability Reporting Standards
■ GRI 102: General Disclosures 2016

SAM Corporate Sustainability Assessment 2021
■ Economic Dimension - Risk and Crisis Management
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METHODOLOGY

In 2019, Nareit published its Guide
to ESG Reporting Frameworks,
which provides an overview of the
15 ESG criteria areas most
frequently evaluated by the ESG
frameworks, standards, and rating
agencies and of greatest relevance
to the REIT industry.
To produce this guide, Nareit conducted an in-depth
review of the 10 most commonly used ESG reporting
frameworks, as well as the 41 criteria and 735 ESG
questions/metrics assessed within these frameworks.
The guide includes the five most frequently assessed
ESG criteria by category, as well as the ESG criteria
that are most frequently assessed by third-party
rating agencies.

The criteria that are of highest priority
for an organization to pursue may differ
in some respects from the 15 criteria
presented in this reference document.
Other relevant ESG performance areas
for REITs may include the following top
20 assessed criteria by ESG frameworks,
standards, and rating agencies.

TOP 20 MOST FREQUENTLY ASSESSED CRITERIA

1

Climate Change Opportunities & Risks

2

Green House Gas Emissions

3

Environmental Policy

4

Energy Management

5

Supply Chain

6

Environmental Management Systems

7

Products and Services

8

Water

9

Stakeholder Engagement

10

Health and Safety

11

Workforce Development

12

Compensation Policy

13

Waste

14

Diversity, Equity & Inclusion

15

ESG Reporting Standards

16

Board Level Oversight – ESG

17

Governance Policies

18

Risk Assessment

19

Responsible Business Practices, Codes

20

ESG Controversies
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Methodology
In the development of this reference document,
Nareit worked with AccountAbility, a global ESG
advisory and standards firm, to:

1

2

Conduct an updated assessment of the 10 most
common ESG frameworks questions and metrics
included in each of the five previously identified top
environmental, social, and governance criteria.

Allocate actions based on the questions and metrics
of each criteria into Foundational, Integrated, and
Embedded steps, based on the weighting of each
metric across the 10 ESG frameworks, standards, and
rating agencies.

3

4

Interview REIT subject matter experts and external
industry stakeholders to inform and validate
implementation steps, provide tips and resources, and
share practices and lessons learned.

Develop a library of ESG implementation resources
and a list of metrics to support effective reporting and
performance improvement efforts.
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CONCLUSION
This Practical Reference for ESG Implementation and Reporting is
one way, of many, that Nareit strives to contribute to the REIT and
publicly traded real estate industry’s advancement of ESG practices.
The intent of this Reference is for it to be a valuable tool – not only
to REITs - but also to private real estate organizations, developers,
property managers, real estate tenants, and any other entities with
a significant built footprint that are beginning their ESG journey or
evolving their ESG practices.

REITs and the real estate industry at large have a critical role to
play in how humankind tackles some of our globe’s most pressing
issues, including addressing climate change, improving the twin
paths to health and safety for so many people and generating
greater inclusion and well-deserved equitable treatment of
individuals around the world.
In recent years, leaders from every type of industry have stated
how ESG is no longer a nice-to-have, but a critical component
of operations, and now more than ever, ESG is guiding investment
decisions and government practices that directly impact the
REIT industry.
It makes business sense for REITs to do as much as they can in the
area of ESG, and disclose on it in ways that can best impact and
influence decision making – not only for investors, but for employees,
consumers, and communities too.

As a community of interests tied to the land and the structures on
the land, we cannot make a difference unless we come together and
share guidance at a practical level.
Moving forward, as Nareit and the REIT and publicly traded real estate
industry create additional resources, demonstrate leadership, and
convene the broader real estate sector on ESG matters, REITs will
continue to seize the moment, lead on their stories, and disclose
what’s happening publicly. Companies and investors will pay
increasing attention to what is disclosed and what isn’t, and recognize
that they, and the REIT and publicly traded real estate industry as
a whole, are evaluated and measured daily for their individual and
collective ESG impact.
All the best.

Fulya Kocak
Senior Vice President, ESG Issues
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GLOSSARY

Baseline: Starting point used for comparisons.298
Commitment: Promise or firm agreement to
take action.299
ESG Ratings: Evaluations of a company based on a
comparative assessment of their quality, standard, or
performance on environmental, social, or governance
(ESG) issues. Examples include MSCI ESG Ratings,
Sustainalytics ESG ratings, and CDP company
performance scores.300
ESG Rankings: Lists that classify companies based
on their performance and put them in a certain order
or grouping based on a specified grading system.301
ESG Objectives: Strategic priorities and key
topics for the management and/or improvement
of ESG issues.302
Formal: Stated or agreed in writing, typically by
management or leadership. 303
Initiative: Plan or plan or process to achieve
something or solve a problem. 304
Key Performance Indicators (KPIs): Way of
measuring a company’s progress toward the goals it is
trying to achieve.305
Metric: Standard of measurement.306

Policy: The guidelines, rules, and procedures an
organization develops to govern its actions and
outline decision making do’s and don’ts. A formal
policy is typically a written document, approved
by management or leadership, that is widely
communicated and available to and accessible by
all staff. Informal policies may consist of common
practices reinforced by verbal understandings and
other non-written agreements.308

Statement: Formal declaration or remark.314
Strategy: Detailed, long-range action plan or method
for achieving one or more goals.315
Target: Result, level, or situation to be achieved.316
Triple Net Leases: Lease in which in which
renters are responsible for paying most propertylevel expenses.317

Program: Organized system of services, activities, or
opportunities to achieve a goal.309
Process: Series of actions taken in order to achieve
a result.310
Reporting Period: Specific time span covered by
the information reported.311
See ESG Journey for further guidance on identifying
the organization’s reporting period.

Roadmap: Detailed plan to guide progress toward
a goal.312
Stakeholders: Individuals, groups of individuals, or
organizations that affect and/or could be affected by
an organization’s activities, products or services, and
performance with regard to the issues addressed by
the engagement.313
See Stakeholder Engagement.

Overall business strategy: The entity’s long-term
strategy for meeting its objectives.307
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