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The valuation challenge

Data from Emerging Trends in Real Estate 2025
ESG credentials will have a material effect on asset
valuations in the next 12-18 months
Current valuations do not accurately reflect current
challenges and opportunities impacting real estate 76%
such as climate change, social impact and occupier °
demand fundamentals

0% 20% 40% 60% 80% 100%

m Strongly disagree Disagree Neither = Agree ® Strongly Agree



The current situation

Transition risk assessment forms a part of investment process

Organisations factoring transition risk into
investment decision-making

No 7%

of C Change survey respondents said that
94% transition risks had affected their portfolio
strategy in the past 12 months

Sometimes

24% of respondents allocated capital to assets with

0,
51% greater transition risks

Yes 69% 30% of respondents divest from assets with greater
transition risks



Acknowledging the carbon bubble

The need for a common, transparent methodology for transition risk assessment

Portfolio Review

Sustainability
knowledge-rich

/ investor/manager \

Valuation supported

Identify value at risk assets

Carbon
, mis-pricing ‘
Market evidence supports bubble Disposal of value
market pricing at risk assets

\ Acquisition /

Sustainability
knowledge-poor
investor/manager




Unlocking the valuation issue was critical

Removing a major barrier to a fast, effective and just transition

Current property valuations do not price in transition risks, particularly
the cost of doing nothing

We need to level the playing field between investors to unlock
investment in sector-wide decarbonisation

This prompted the development of the C Change Transition Risk
Assessment Guidelines

Transition Risk Assessment Guidelines
V1 June 2023

CChange




Eight risks can be quantified and assessed

A standardised method for assessing and integrating transition risks in a DCF

ool Disclosure -
Embodied o Soaensdcence Valuation
carbon depreciation service
Minimum providers :
Cost of Energy Disclosure -
decarboni- B transacting
sation Standards entities
Disclosure —
Carbon price Tenant voids institutional
investors
Access to Internal
insurance resourcing
Reputational Access to
risk debt Capltal . Quantifiable into DCF . Prioritised financial metric
. Quantifiable into shadow DCF Deprioritised financial metric

. Non-quantifiable 2023 Disclosure mechanism




Pilot case studies to gather feedback
and test the guidelines in practice
Community of practice to
collaborate on shared challenges
Preservetool to enable easy
incorporation of the guidelines into
existing valuation processes

Next steps: accelerating adoption

ULI C Change Case Study: Transition Risk Assessment Guidelines

Q&A on experiences

Savills Investment Management

N “modernised outiook forreal'estate

“inveS§tmentand asset management,”

&
S
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M pruantand — News Release

ULI Europe announces the development of ‘Preserve’ -

a new tool from C Change to speed up the decarbonisation of real estate

t of climate

Preserve will enable the ¢

and

investment models

jtion impacts in real estate

SPECIFICATION

Seven sections and 60+ pages

1

2.

Introduction (6%): Outline details of C Change and key
Preserve interfaces, and the purpose of the P8BS,

The Problem (15%): Summary of the problem statement and
key issues to be considered or addressed by Preserve.

. The Solution (8%): Strategic overview, first principles, and

key solution requirements.

. Transition Risk Modelling (28%): Detailed explanation of
how each transition risk is treated and addressed in Preserve.

. Tool Architecture (21%): Definition of architecture, data

input/output, and the specific functions of each module.

. Development Roadmap (16%): Updated plan for

development of the tool and specification of future phases.

Delivery Considerations (6%): Summary of key
opportunities, risks, and considerations for future phases.

L. sYNERGETIC ¥ ..M w CBRE
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Cis forcome on
board and join
the movement.
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THE PROBLEM

Understanding: Property investment Complexity: There are so many tooals,
ﬂ professionals aren’t (usually) decarb experts policies, and systems involved in the

and lack understanding of what net zero transition that the |eaming curve is S’[eep

means for investment models. with low ‘return-on-effort’.

Consistency: Reflecting the climate Transparency: The lack of standardised
2 transition in financial models is wildly 4 risk and opportunity assessment limits

Inconsistent, and makes evaluating benchmarking and comparability

iInvestment opportunities difficult. between models.

& SYNERGETIC Ml oM v CBRE Change



THE SOLUTION

Preserve seeks to create a
‘level playing field” on which

net zero becomes a

deliverable commercial

opportunity.

% SYNERGETIC

MOTT
MACDONALD

M

M

CBRE

OUR APPROACH: CORE PRINCIPLES

l
2
3

Frame net zero as a commercial
opportunity to drive both climate
action and value creation.

Make factoring transition risk into
financial models and analyses easy
and consistent.

Ensure scalability and facilitate
widespread uptake across the
industry.

Change



BALANCING CONSISTENCY WITH FLEXIBILITY

Preserve will quantify transition
risk in a consistent way, but also
allow for optional scenario
testing and financial sensitivity
analysis.

& SYNERGETIC Ml oM v CBRE €Change



SHIFTING INVESTMENT MODELS, NOT VALUATION METHODS

ESG @ INVESTMENT
EXPERTISE 4 MODELS
Preserve Is primarily designed \
for investment and asset
. : - nS-0 A\
C CHANGE @E=E), MARKET
managers, with sustainability e @558 o
professionals and valuers being
secondary stakeholders. N /
Colliers ({))LL
VALUATIONS

& SYNERGETIC Ml oM v CBRE Change



TOOL OVERVIEW

Discounted

!;H; @ CRREM \' / Cash Flow

A

Preserve will be an eight-module Module 1A: Introduction
Excel-based tool which integrates vodule 1B: User Guidance
with CRREM and a range of DCF odule 2A: CRREM Inpt
Module 2B: Financial +
model formats. Additional Input

Module 3: Scenarios + Settings
Module 4A: DCF Output
Module 4B: Dashboard

Module 4C: Disclosure Sheet

& SYNERGETIC Ml oM v CBRE Change



DATA WORKFLOW

MODULE 2 MODULE 3 MODULE 4A MODULE 4B

STANDARD SCENARIO CUSTOM SCENARIO

— Adjustment to DCF line
FINANCIAL INPUT — [ items based on standard ] STAg‘B?gETDCF —

v

assumptions

>‘ — DASHBOARD

CRREM INPUT | . Adjustment to DCF line items CUSTOM DCF ]
. [ based on custom assumptions ] OUTPUT

£ SYNERGETIC  Wiowmn ' v CBRE €Change



Module 2A: Decarb Input

[ W AutoSave @ ) & Dv G o 2 Sketch Solution v2 %O

Home Insert Draw Page Layout Formulas Data Review View Automate Developer Acrobat (2 Comments & Share v

] Conditional Formatting v H mnsert v

Aptos Narrow (Bod... v 12 General
DISCOU nted . E‘] Format as Table v Delete v 4
o= Sort & Find & Add-ins Analyse Create and Share

%EM \ K Cash Flow A o= - === = = ¢ e /| Cell Styles v fi] Format v Filter ~ Select Data Adobe PDF

i s Mol the user can 8 . Asset Informtion fefed 1o the bcatn, energy CansurTgtcn and sustanatiy of n asset |f you sbesdy have 3 comgheied
CRREM anaks for the poasa = . 5 vates” to

rom the tts “1put” anG SENgs” n the CRAEM Too Prasa u
s martad n gray for 3y CIURLEN, 1 same

100 w1 he 5410 ‘No Previus CRAEM A

Fromthe Input-tab in CRREM Too:

b e |

FromtheSettings”tabin CRREM Yool

Module 2A: CRREM Input 3 ) e e e R

Adgitiond Information fromsaur ces difersnt than CRREM:

ete groptren o spsonn e ocporn Dorsren o
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Module 2B: DCF Input

Discounted

CRREM \ K Cash Flow

Module 2B: Financial + Additional
Input

£, SYNERGETIC  Motbonan ™ m

® Atosave @ (1) B B (] 4} Sketch Solution v2

Home Insert Draw Pagelayout Formulas Data Review View Automate Acrobat
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"

used, Diherwise passaifty ta il n Eustor values wsed. Diherwise possibity b illin custorn values

I custom future energy prices are defined. they can be filed in below. Otherwise an estimate of future energy prices
from CRREM wil be used. F Canbe
fidden

User defined electricity prices set manually for sachyear

Search (Cmd + Ctrl + U)

[J Comments (& Share

Gross Rental Revenue

\acancy Alowanca € - e - e - e - e - & - e - & - €& - & - & - & - & -
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Module 2B DCF Input

Accessibility: Investigate

CBRE
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Module 3: Scenarios and Assumptions

® AuteSave @ (M B B 9 v 0 4B Sketch Solution v2 Search (Cmd +

Home Insert Draw Page Layout Formulas Data Review View Automate Acrobat

) L ] . ic .  Gridines Headings
v B colours D v % v B v [‘%v = S8 L—‘ width:  Automatic A

Themes © Margins Orientation Size  Print  Breaks Background Print Page ight: 5
1 Fonts Area Titles Setup Height: Automatic Print Print

Discounted

%EM \ Cash Flow

In this madule the user can view the default assumptions far transition risk madelling and add custam assumptions for each transition risk scenaria. Transitian fisk scenarios
ara defined by a combination of Decarb Scenario, Occupier Scenario, and Investar Scenaria. Start by sekecting the transition risk scenana you wish ta view and/or customise by
selecting a combination af the three input scenarios

ASSET1 SELECTED SCENARIO SCENARIO EXPLANATION
o

Tris scenario defines the level of et zero aigry mpact on the GapEx required to akign the asset with
DECARB SCENARIO ‘GRREM patriway, cost of carbon and costs related to. class 3 separa
—_— ned trat wil help the user categor Tne cisation will be ma
based onvthe alignment with CRREM patrways and Energy P rtficates 333 provy in cass CRREM aats is
lscking, The fingl deCision on the ssiectonof one of 1o the sar and Nes/er understandng of the

‘specific market Stuaton and the POSan of e BUkdng In o

OCCUPIER SCENARIO HERERENIEN af aemand among tenants 1 occupy net zero busings. Tris wil impactont
—_— rental ia/discounts within the DCF.

o witrin it

Tris scenario defines the leve! of demand amang investors to acg ticings and the degres o which they are
wiling to pay more for these pro Trés wil impact exityieid wittin the DCF.

SCENARIO VARIABLES

ASSET1

Variable Proposed value
Curent Energy Price
Energy Price 2030
Energy Price 2040
Energy Price 2050

Module 3: Scenarios + Settings

Carton Prica 2030

Caron Price 2040

Carbon Price 2050

1.5¢ CRREM
0 CRREM

Tenant void adjustment factor

it yield adjustmant factor

Rentl premia/disc.ount adjustment factor

LEEEEE B

Module 3 Scenarios

76 Accessibility: Investigate

& SYNERGETIC Ml oM v CBRE €Change



Module 4A: DCF Output

L

Discounted
Cash Flow

Module 4A: DCF Output

% SYNERGETIC

MOTT
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MACDONALD M

CBRE

[ ] AutcSave @ () B B < 0 e 4B Sketch Solution v2 ), Search (Cmd + Ctrl +
Home Insert Draw Pagelayout Formulas Data Review View Automate  Acrobat (] Comments

v [ colours ~ Dv[ﬁ}v Bv[‘%v#q

Themes Eh o Margins Orientation ~Size  Print Breaks Background Print Page ) Height:  Automatic
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Gridlines  Headings
v view V' view
Print Print
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This module shows the adjustment to the Discounted Cash Flow due to the
inclusion of Transition Risks. In a form of a table,  shows the impact of the

Decarb Scenario OccuplerScenario Investor Scenario

scenarios on the financial parformance of an asset in guestion. e
Select your
ASSET1 scenario
ADJUSTMENT: STANDARD ASSUMPTIONS NO PREMIUM

Rental Revenue Adjustment

Tenant Void Adjustment

Carban Price - Operational

Carbon Price - Embadied

Decarb CapEx Adjustment

Energy Cost Adjustment

MEPS Penalties

Exit Valuation Adjustment
NET

ADJUSTMENT
IRR_|
NPV |

ADJUSTMENT: CUSTOM ASSUMPTIONS

Rental Revenue Adjustment

Tenant Void Adjustment

Carbon Price - Operational

Garbon Price - Embodied
Decarb CapEx Adjustment

Energy Cost Adjustment

MEPS Penalties

Exit Valuation Adjustment
NET

ADJUSTMENT
IRR_|
NPV _|

Module 4A DCF Output

€Change



Module 4B: Dashboard

[ ] AutoSave @ (M B B D v 0 - 43 Sketch Solution v2 ) ch (Cmd + Ctrl + U)

Home Insert Draw Pagelayout Formulas Data Review View Automate  Acrobat () Comments (2 Share|
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CRREM Cash Flow :
N ASSET 1
CUMMULATIVE ENERGY SAVINGS OPERATIONAL COSTS NET CASHFLOW ADJUSTMENT

Graph below Warsaw Toure! Graph below presents the impact of the inclusion of sarbon pricing on yearly operational costs, User can
under compare

STANDARD SCENARIO

I/_H_/— CARBON EMISSIONS

CAPITAL EXPENDITURES OVER TIME VALUE AT RISK (CUMULATIVE)

‘CRREM ALIGNMENT

Module 4B: Dashboard

Module 4B Dashboard

ccessibility: Investigate

syNERGETIC MU .o v CBRE €Change



PROGRAMME OVERVIEW
FIVE PHASES TO DRIVE IMPACT

1

SPECIFICATION AND '
SKETCH SOLUTION 20 WEEKS
20 WEEKS
DEVELOPMENT AND

INITIAL TESTING

L SYNERGETIC ilionawn ™ v CBRE €Change



PHASE 2: DEVELOPMENT AND EARLY TESTING

SUMMIT WORKSHOP SURVEY USER FEEDBACK ALPHA UPDATE TESTING REPORT

to shape the research, to validate adjustment to validate the prototype to address user feedback to specify future

survey, and prototyping factors and shape the Alpha and testing issues improvements
RESEARCH PROTOTYPING INTERNAL TESTING PIONEER TESTING ALPHA 2
to determine values for to integrate CRREM and to identify issues and to test Preserve ‘in the field’ LOCKDOWN
adjustment factors build TR modelling opportunities and gather feedback

L, SYNERGETIC ¥ o™ v CBRE

€Change



RENTAL RATE DISCOUNTS ON ‘BROWN'ASSETS

Average By Asset class
8.56% Residential
8.39% Commercial
3.35% Mixed

Average By Geography
9.70% Europe (including UK)
6.00% USA/Canada
10.21% UK only

£, SYNERGETIC MO nao ™

M

‘ Offices

. Commercial Buildings

' Residential

24%
@ 21% London 3]
20%
. 17% Switzerland [7]
0 19% Finland, .
16% Germany, France .
6] ®
12% o 14% U.S.A.[12] ® 15% London [8]
12,4% Poland [5] ‘ 12,3% London [1]
11% Scotland [13]
8% 9,8% Spain [11]
®
® O
4% . 7% Europe [2]
6,5% NL [4] 4,8% Belgium [10]
0% . 1,4% Germany [9]
2012 2016 2020 2024

CBRE

€Change



EXIT YIELD COMPRESSION ON ‘BROWN’'ASSETS

Average By Asset class
11.86% Residential
12.38% Commercial

6.4% Mixed

Average By Geography

12.80% Europe (including UK)
8.36% USA/Canada
16.60% UK only

£, SYNERGETIC  moibonawn

M

M

24%

20%

16%

12%

8%

4%

0%

20% Finland [6]

18,6% Wales [5]

. 5,1 % England [3]
9,7% Ireland [1] 6,4%:9nmark [8]
6,5% Finland, ‘ .

Japan, USA [Z]T 4,7% Spain [7]

4,8 % ltaly [4]

24,4% Portugal [11]
22,9% ltaly [9‘

21,1% Spain, ltaly [10]

6,6% ltaly [12]

Offices

Mixed property types

Residential

Commercial Buildings

20,6% UK (London) [13]

19,9% Netherlands [14]

2012

CBRE

2016

2020

2024

€Change



GET INVOLVED

. Get involved by:
Preserve IS a

collaborative project
driven in partnership
with industry.

1. Completing the survey

2. Participating in future workshops

3. Joining as a C Change partner or
supporter

L SYNERGETIC mtonan ¥ v CBRE Change



GET IN TOUCH

For further info on Preserve and transition risk For further info on C Change and sponsorship
modelling, please reach out to: opportunities:

DEREK WILSON ALEKSANDRA SMITH-KOZLOWSKA
CEO

' Director of Research
Synergetic

ULI Europe

derek.wilson@synergetic.group aleksandra.smith-kozlowska@uli.org

& SYNERGETIC Ml oM v CBRE €Change



PRESERVE
INTRO AND INSIGHTS

L SYNERGETIC wacoonas ' M CBRE
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Panel Discussion

Daniel Chang Marvie Haas Paul Kennedy Derek Wilson
Hines Europe Ltd Catella Investment JP Morgan Asset Synergetic B.V.
Managing Director and Management Management CEO

European Head of ESG  Head of Impact Investing Managing Director

|_||_| @ULIEurope m ULI Europe



,,@ KNOWLEDGE Members Get More | knowledge.uli.org
C“FINDER

We value your feedback and we would appreciate
if you could take just 2 minutes to complete our survey.

Please check the chat box where you can find the link,

remember to copy and save the link so you can fill in the
survey after the webinar.



Members Get More | knowledge.uli.org

@KNOWLEDGE

CFINDER

Upcoming Webinars:

ULI Europe Climate Risk and Insurance Implications

for Real Estate — Webinar

Wednesday 26 February 2025
13:00 GMT / 14:00 CET



Thank you

for attending the webinar.

An on-demand recording of this webinar
will be available to members on
Knowledge Finder soon.

knowledge.uli.org
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