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he corporate world is scrutinising with increasing urgency the way

it monitors and reports sustainability performance to stakeholders.

Environmental reporting requirements are becoming more

stringent and complex and many organisations are being faced
with the challenge of balancing this with existing reporting requirements.
The proper measurement and reporting processes are vital for corporates in
order to be accountable and to demonstrate the improvements that they are
able to achieve for their stakeholders and the community, while validating
their investment in sustainability initiatives. In this paper, Jones Lang LaSalle
provides a roadmap towards meeting the evolving sustainability reporting
challenges in Australia.
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Introduction

The sustainability reporting challenge is now squarely in the sights of many Australian firms, as reporting of environmental

performance becomes a high priority for many companies.

The corporate world is scrutinising with increasing urgency the way it monitors and reports on sustainability issues to
stakeholders in response to the increasing adoption of global reporting practices, this includes reporting on defined metrics

accompanied by regular auditing of property performance, supply chains and management practices.

Organisations are now faced with the challenge of balancing these sustainability reporting requirements, which are at
times complex and varied, with existing operational performance reporting and analysis. The major challenge for these
organisations is to develop effective measurement and reporting tools to provide all the information required via a common

set of base data.

In this paper, Jones Lang LaSalle explores today’s sustainability reporting landscape and compares this with previously
accepted models. We look at the challenges facing companies in Australia with regard to addressing these reporting
requirements. We will also provide a roadmap that will assist owners and occupiers in meeting these challenges as they

evolve into the future.

Sustainability Reporting Requirements
There is a variety of commercial and non-commercial drivers that contribute to the impetus building around sustainability
reporting requirements in Australia (Fig.1). These include international reporting initiatives, the pursuit of environmental

performance ratings, carbon trading and changing legislative requirements.

Organisations are reporting on their environmental performance as an integral part of their annual reporting process, or in

stand-alone annual sustainability reports, in response to various stakeholder requirements.

International reporting initiatives, such as the Dow Jones Sustainability Index (DJSI), the FTSE4Good Index Series
(FTSE4Good), or the Australian SAM Sustainability Index (AuSSI) locally, are encouraging companies to register and

report on their sustainability credentials so that investors can compare companies’ environmental performance. The

Dow Jones Sustainability Index

The Dow Jones Sustainability Index tracks the financial performance of leading sustainability-driven companies
worldwide. The index captures the leading 10% of firms in the area of sustainability out of the largest 2,500
companies in the Dow Jones Global Index. Its aim is to achieve a consistent, flexible and investable index for global
sustainability portfolios and to provide investors with an independent benchmark based on triple-bottom-line criteria.
Find out more at www.sustainability-index.com

FTSE4Good Index Series

The FTSE4Good Index Series measures the performance of companies that meet globally recognised corporate
responsibility standards and facilitates investment in these companies. Alongside the FTSE, it provides transparent
management and criteria for the creation of socially responsible investment products.

Find out more at www.ftse.com/indicies/FTSE4Good_Index_Series

The Carbon Disclosure Project

The Carbon Disclosure Project (CDP) brings together institutional investors to collectively sign a single global request
for disclosure of information on greenhouse gas emissions. More than 1,000 large corporates are currently reporting
on their emission through the CDP. Information from the CDP is collected and disseminated in a report via the CDP
website at www.cdproject.net
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Global Reporting Initiative (GRI) provides a Sustainability Reporting Framework, incorporating Sustainability Reporting
Guidelines that are used by some 1,000 organisations worldwide. Additionally the global Carbon Disclosure Project (CDP)

specifically petitions organisations to publicly disclose their carbon emission performance.

Environmental performance rating tools are becoming widely used and recognised in the industry, with an increasing focus
on results at a property level. Organisations that occupy or own sustainable space are being driven to report on performance
to achieve Australian Building Greenhouse Rating (ABGR) scheme certification on their buildings. Tenants and owners
entering into lease agreements with environmental targets are requiring reports, often using the ABGR framework, to ensure

these commitments are being upheld.

Legislation and government policies are also key issues driving sustainability audits. In Australia, we are seeing an increasing
legislative requirement for reporting, particularly through the Energy Efficiency Opportunities (EEO) Act and the National
Greenhouse and Energy Reporting (NGER) Act. In addition, some state and local governments are requesting major
consumers to report on energy and water consumption and to develop performance improvement plans in response to

ever-increasing demand on capacity-constrained infrastructure.

Carbon trading is yet another driver looming on the reporting horizon as this emerging market matures into the future.
Several multinational companies are already trading on international carbon trading schemes. Australia’s first national
emissions trading exchange, Australian Climate Exchange (ACX), opened in July 2007, placing a market-based financial
value on greenhouse pollution. This market is continuing to evolve in Australia and it will place pressure on corporates to

provide auditable and robust data to ensure the greenhouse credits can be effectively traded.
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Australian SAM Sustainability Index (AuSSI)

The Australian SAM Sustainability Index (AuSSI) tracks the sustainability performance of Australian companies
based on an assessment of economic, environmental and social criteria. The AuSSI comprises the top sustainability-
driven companies from each of the 21 industry clusters covering the entire Australian economy. It enables the public
to track the value of these companies on a day-to-day basis and provides a reference point for the growing interestin
corporate sustainability and sustainable investment. The AuSSI provides an incentive for Australia’s corporate sector
to raise its sustainability performance.

Find out more at www.aussi.net.au

Australian Climate Exchange (ACX)

Australian Climate Exchange (ACX), Australia’s first national emissions trading exchange, opened in July 2007,
placing a market-based financial value on greenhouse pollution. Companies can now trade Australian Greenhouse
Office (AGO) accredited ‘voluntary emission reductions’ (VERS) on the ACX. In order to register offsets, they must be
certified by the AGO and logged with the ACX registry.

Find out more at www.climateexchange.com.au

Fig. 1 >> Types of Reporting Requirements
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Energy Efficiency Opportunities (EEQ) Act

The Energy Efficiencies Opportunities (EEQ) Act 2006 will require large
energy-using Australian businesses to undertake an assessment of

their energy usage and report on their reduction initiatives. The EEO

Act has set mandatory participation in a program for corporations using
more than 0.5 petajoules (PJ) of energy (or around 139,000 megawatt
hours of electricity). The first possible trigger year for its assessment is
2005-2006. The companies involved must publicly report the outcome of
their first assessment or assessments, including their business response,

2008, whichever is earlier.

years.

B

of non-compliance.

-
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Challenges

The demand for auditable and robust data on sustainability
performance for corporate reporting and operational
purposes is of significant concern to those reporting on

sustainability performance for real estate portfolios.

Organisations are now increasingly required to provide
reporting across performance, operational and corporate
structures and are finding that previous data collection
methods are not providing them with the flexibility and
detail they need now and into the future. Primarily, they are
requiring scalable, robust data collection methods that allow
them to prepare accurate reports in a timely and

cost-effective manner.

In addition, the reporting cycles being introduced require
data to be collected, stored and made accessible over long
periods of time in order to establish valid performance
trends and to measure the performance impact of

sustainability initiatives.

within 15 months of the first assessment’s completion or by December

Businesses will be required to publicly report on their energy
consumption and demonstrate that they are effectively managing their
energy use. This affects around the top 200 energy users in Australia,
with an anticipated reduction of reporting thresholds over the next four

Most companies that spend around AUD 5 million or more in electricity
each year, or over AUD 1.5 million on gas, will be required to register and
report on their emissions on or before December 2008. Corporates who
are required to report under the Act and do not have systems in place
within the next 12 months are increasingly concerned about the dangers

A key issue in Australia is the lack of suitable monitoring

and reporting systems that provide auditable data regarding
energy, waste and water use to meet reporting requirements.
The multitude of data that is produced from a properly
measured building or facility represents many hours of time
and money spent to compile, analyse and present. Add to
this the time it takes for an auditor to review, verify and
sign off on the accounts as being compliant, and reporting

becomes a very costly exercise for an organisation.

Providing a single set of data that is robust and flexible
enough to meet the variety of different requirements is

a significant challenge. In order to arrive at an accurate
picture of environmental performance, organisations need to
pull together disparate data sets from many corners of their
organisation including HR, Finance and Administration as

well as building performance data.

The data metrics used and the ways in which data is

manipulated and presented should have relevance at all levels
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in the business. This data then needs to be rolled up into a
common methodology to provide a single, succinct reporting
layer that can be fed into the different sets of metrics for a

variety of reporting requirements.

Organisations may have different ways of identifying which
metrics to report on in order to meet their needs. There

are tools available that can be used to assist in developing a
reporting framework. One of the most commonly recognised
tools is the GRI, which aims to set global standards for
reporting on triple-bottom-line performance that is as routine

and comparable as financial reporting for all organisations.

Data validation is a key component in meeting the
requirements of the GRI and in providing accurate
information in official documents such as annual reports,
statements to the stock exchange and participation in global

reporting schemes such as the DJSI and the FTSE4Good.

However, the key for any organisation is to arrive at a set of
data and a reporting schedule that best reflects the business
requirements and organisational objectives, while being
flexible enough to meet a variety of metrics both now and

into the future.

Sustainability Reporting: Current vs. Future

Most company boards require very rigorous auditing of
their financial accounts prior to signing them off as a

true and accurate position of the firm’s financial position.
Environmental reporting, once it is codified in legislation,
may well place the same duty of care on company directors.
New environmental compliance regimes will become
increasingly time consuming and expensive unless action
is taken to automate the process to meet the reporting

requirements of the legislation.

As such, fully integrated reporting and analysis systems are
likely to be instrumental for corporates around the globe to

manage and verify their sustainability reporting.

Typically, reporting models have been approached from a
historical operational view. The traditional model of property
reporting is simple and straightforward. It is based on data
collection via master meters for base building and tenancy
services to produce reports that are predominantly focused on

consumption, cost and emissions, using monthly data only.

However, with the increasing complexity of sustainability

reporting requirements, a new reporting model is required.

This new model provides the greater flexibility needed

to meet numerous reporting demands through a single
methodology. Detailed performance data is collected,
consolidated and can be tailored to feed into various
reporting metrics according to the requirements of their
individual reporting cycles. (Fig.2). While this model is
more complex to establish, it provides a highly focused data
model for both managing and reporting on environmental

sustainability issues.

This new model provides the greater flexibility needed
to meet numerous reporting demands through a single
methodology. Detailed performance data is collected,
consolidated and can be tailored to feed into various
reporting metrics according to the requirements of their

individual reporting cycles.

When this data is normalised with additional company data
such as full-time employees (FTE), this new reporting model
can provide reports not only at an operational level, but on

the corporate level as well.

It is important to note that while more complex, it is essential
that a consistent property set-up is adopted to ensure that the
data provided into the reporting layer is robust and can be
used for comparison and analysis across multiple buildings

where appropriate.

Large organisations attempting to prepare their financial
accounts without the assistance of a sophisticated accounting
system and audit process would find that element difficult

to manage. Going forward environmental reporting is likely
to require the same level of detail because carbon may well
become another asset or liability that is set to make its way
into the balance sheets for most of the larger organisations in

the future.

Recommended Approach

In order to meet the challenges that sustainability reporting
requirements represent, it is imperative that organisations
have a structured approach when they embark on their

sustainability journey.

Performance measurement is a critical element of
sustainability reporting in order to track performance in

a meaningful and relevant manner. The method by which
measurement and reporting is set up and managed is key
to ongoing performance validation, and as such, should be

subsets of the overall corporate level reporting requirements.



Fig. 2 >> 0ld World vs. New World Reporting
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The following steps provide a framework that can be used as

a foundation when implementing sustainability and linking

it to a reporting process across an organisation.

1. Establish corporate objectives

The first step in implementing a sustainability reporting
program is to establish the corporate objectives. This
means establishing the main areas of interest within the
sustainability space and how sustainability aligns with
corporate objectives and real estate strategy. It is essential
that those responsible for implementing the program

have the support of a board-level sustainability champion.
Building on these objectives, a public policy can be created
and an initial program can be developed on how to educate

and engage staff and service providers.

2. Identify reporting requirements

The second step is identifying reporting requirements and
understanding what needs to be measured and what metrics
are required. Sustainability reporting is a top-down exercise,
in that an organisation needs to understand what it is that

it wants to report on, and then have access to information

at varying levels within its structure to meet the identified
reporting requirements. It is important at this stage to
establish what legislative, regulatory and corporate reporting
is required and what rating tools or metrics apply. This
program will depend upon the relevant phase of a property’s
life-cycle, for example, whether the building is a ‘new build’

or an existing building.
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3. Establish reporting responsibilities, processes and
procedures

The third step is to establish reporting responsibilities,
processes and procedures. This requires the development
of a system to determine how and to whom performance
will be reported. A key priority at this stage is to ensure
the process for collecting and measuring data is consistent

across the portfolio and over time.

Another key issue to be resolved is to determine the

areas of control and influence in terms of sustainability
performance. For example, a building owner can develop

a high-performance asset, however the tenant’s use of the
building, via the agreed terms of the lease, will be a major
factor in determining its ultimate performance. Having

a clear and unambiguous resolution of these issues will
enable reporting responsibilities and procedures to be clearly
defined and the impact of tenant and owner initiatives/

changes to be measured.

4. Identify normalisation factors

Use of relevant normalisation factors is a key to identifying
trends that are appropriate for an organisation. Data
analysis needs to take into account variables such as weather
patterns, changes in occupancy levels and operating hours,
business growth or number of full-time employees. Any of
these variables can have a significant impact on accurate
building performance assessment and may distort the

picture of overall performance if not used correctly.

5. Establish benchmark performance

Step five is to conduct an assessment of benchmark
performance to date. This includes a comparative analysis
report on property performance to establish consumption
key performance indicators (KPIs) and to set benchmarks
for future trend analysis. Benchmarking is crucial in order
to be able to provide ongoing performance validation of

sustainability initiatives.

Tracking and managing performance is critical in enabling
reporting on performance changes year-on-year and
identifying potential risks and opportunities that add value

or achieve further performance improvements.

Many companies at this stage identify environmental
performance rating tools such as ABGR / NABERS
as benchmarking tools for a property portfolio. This

particularly applies where a large number of buildings are

rated to establish a benchmark of actual performance based

on 12-months’ of operational data.

6. Track baseline performance over 12 months
The next step is to track the baseline performance over a
defined monitoring period. For example, this may include a

12-month baseline consumption for the following:

> Energy consumption (electricity, gas and diesel)
> Water consumption

> Waste volume reduction

> Paper consumption

> Travel emissions

After aligning the baseline consumption data with

the reporting schedule, access should be available to

a monitoring and reporting system that is capable of
automatically collecting and validating the data. This will
streamline the collection process and allow best use of
resources. Implementation of such a system will enable more
rapid knowledge transfer and also reduce the risk of errors,
while enhancing opportunities to respond to exceptions

quickly and maximise sustainability performance.

1. Set performance targets

This then allows the sustainability team to set performance
targets, the seventh stage in the sustainability reporting
process. Previously established benchmarks and analysis
are used to identify which properties in a portfolio have
the most potential for improvement. Once opportunities
have been identified, it is important to analyse the time,
resources and investment required to achieve performance
uplifts. From there, it is possible to use this information as
part of an asset repositioning strategy or aid in the disposal/
upgrade of the asset. Having resolved the performance
targets and developed a list of initiatives as part of the asset
repositioning plan owners and occupiers can determine the

following:

> The performance of assets against established criteria

> How properties can meet current and future tenant
requirements

> How assets fit within the existing portfolio

> The impact a building will have on overall portfolio
performance

> How the property strategy supports the overall corporate

objectives



If you require a new build, this could be an opportunity to
innovate around sustainable technologies and to maximise
your investment in the new space. If you are looking

at existing space, there are many initiatives that can be
implemented to improve performance to best practice
standards and achieve environmental gains across a

portfolio.

Fig. 3 >> Set Performance Targets
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8. Provide ongoing measurement and reporting

The final phase is the ongoing measurement and reporting
process. This includes undertaking formal reporting on
consistent performance data over the nominated time
periods. Constantly reviewing and refining this process
will help to ensure the asset or space is operating at

peak efficiency and will minimise the room for error.
Benchmarking prior to undertaking sustainability
initiatives, combined with ongoing measurement and
review, will also enable tracking and validation of

investment decisions (Fig. 3).
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Increasing level of sustainability reporting requirements in Australia

In the Australian Sustainability Survey 2007, a study of sustainability sentiment within the Australian real estate
industry, Jones Lang LaSalle found that 28% of respondents were facing high-level sustainability reporting
requirements. The responses indicated that those facing the highest level reporting requirements were occupiers and
companies operating either regionally or globally. Furthermore, 37.5% of local operators indicated they were facing
strong reporting requirements. This reflects a trend in the market where multinational companies have typically had a
bigger focus on sustainability reporting, with this now cascading down to local and smaller operators over time.

Percentage of respondents with high-level Percentage of respondents with high-level
reporting requirements reporting requirements — by scope of operations
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Source: Jones Lang LaSalle Australian Sustainability Survey 2007

The cost of sustainability reporting in Australia

The survey also found that 58% of respondents estimated that sustainability reporting requirements added additional
costs to their annual reporting processes. 48% of respondents said sustainability reporting cost them up to 5% more,
while 10% said sustainability reporting was costing them over 5% more.

Conversely, 43% of respondents believed that sustainability reporting did not result in any additional costs to their
annual reporting processes. Further analysis found that those with minimal reporting requirements were more likely to
respond that they saw no additional costs. This would suggest that the higher the level of reporting required, the more
costly the reporting exercise becomes.

advamnce
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A variety of reporting metrics

The Jones Lang LaSalle Australian Sustainability Survey 2007 demonstrated that
organisations from all spectrums of the real estate industry are being required
to report upon a wide variety of metrics. The chart below demonstrates that
most organisations are incorporating sustainability reporting into their annual
corporate reports (28%), or are reporting to meet operational performance rating
systems such as ABGR (26%). The EEQ Act is impacting on 12% of respondents
while 11% are reporting against voluntary indexes such as the DJSI. 46.5%
of respondents told us that their organisation is required to meet two or more
ifferent sets of sustainability reporting requirements. 28% said they are meeting
hree or more different reporting requirements, and 15.5% indicated that they
have responsibilities under four or more different reporting schemes.

Current Australian real estate industry sustainability metrics
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0.5

0.4
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0.2

Annual Green Star/ GRI EEO Act  DJSI/ Carbon

Corporate

ABGR/ FTSE4AGood Trading

Reporting NABERS

Source: Jones Lang LaSalle Australian Sustainability Survey 2007

Conclusion

Environmental reporting requirements are becoming
more stringent and complex, and this will intensify as the
reporting thresholds are lowered over the coming years.
Organisations will require robust and auditable data in
order to meet these reporting requirements, and processes

will need to become more accurate and efficient.

To date, measurement and reporting are seen as an add-on
to the cycle in most industries, when in fact, these serve as
a foundation for meaningful performance improvement
and consequent reduction in a company’s environmental

footprint as part of an overall sustainability focus.

Accurate, consistent and unbiased reporting will allow for

a broad scope, covering a range of social, environmental

and economic indicators. The proper measurement and
reporting processes allow corporates to be accountable

and to demonstrate the improvements that they are able to
achieve for stakeholders and the community while validating

their investment.

Fully integrated reporting and analysis systems are likely

to be instrumental for corporates around the globe in
managing and verifying their sustainability reporting
moving forward. The organisations that will be best placed
to benefit in this environment will be those that plan ahead

and invest in the right methodologies from the outset.
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About Jones Lang LaSalle

Jones Lang LaSalle (NYSE: JLL), the only real estate
money management and services firm named to

rou

Forbes magazine's “400 Best Big Companies” for three
consecutive years, has approximately 170 offices
worldwide and operates in more than 700 cities in over

60 countries. With 2007 revenue of USD2.7 billion, the
company provides comprehensive integrated real estate
and investment management expertise on a local, regional
and global level to owner, occupier and investor clients.
Jones Lang LaSalle is an industry leader in property and
corporate facility management services, with a portfolio of

approximately 1.2 billion square feet worldwide.

LaSalle Investment Management, the company’s

investment management business, is one of the world’s
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largest and most diverse real estate money management
firms, with approximately USD49.7 billion of assets under
management. For further information, please visit our Web

site, www.joneslanglasalle.com

Jones Lang LaSalle has over 50 years of experience in Asia
Pacific, with over 15,000 employees operating in more than

70 offices in 13 countries across the region.

The Little Book of Real Estate Definitions - Asia Pacific by
Jones Lang LaSalle is a useful resource to gain a better
understanding of the most commonly used real estate
terms in the region. To enhance your knowledge, please

visit www.joneslanglasalle-dictionary.com

Jones Lang LaSalle is a strong advocate of creating a
more sustainable environment for current and future
generations. As an industry leader in property and
facilities management, the Firm recognises that the
commercial real estate industry has the capacity to drive
real change and innovation to ensure that our buildings
are environmentally sustainable. At Jones Lang LaSalle,
sustainability means making the right decisions today

to achieve long-term commercial benefits for property
assets while making a positive and lasting contribution
to enhancing our environment.

Jones Lang LaSalle’s Energy and Sustainability Services
provides practical advice, backed up by a range of
integrated sustainability services. This enables our
clients to make sound commercial decisions that support
their sustainability objectives and provide clarity in the
reporting of their sustainability performance.

Our clients benefit from a sophisticated infrastructure
platform, access to global best practice as well as our
hands-on experience with the operational and cultural
sustainability challenges that face today’s real estate
decision makers.
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