
 

PROMOTION OF ENVIRONMENTAL AND/OR SOCIAL CHARACTERISTICS – SFDR PRE-
CONTRACTUAL DISCLOSURE 
 
Product Name/Legal identifier: Kenedix Office Investment Corporation 
 
Kenedix Office Investment Corporation (“KDO”) promotes environmental or social characteristics, but 
does not have as its objective a sustainable investment within the meaning of Article 9(1) of Regulation (EU) 
2019/2088 (“SFDR”). KDO does not have any employees in accordance with the prohibition on having 
employees under the Act on Investment Trusts and Investment Corporations of Japan, and KDO relies on 
Kenedix Real Estate Fund Management, Inc. (the “Asset Manager”) to manage and operate the properties 
in the portfolio. KDO and the Asset Manager are hereinafter referred to collectively as “we,” “us” or “our”.   
 

Does this financial product have a sustainable investment objective?  
 ☐ Yes   ☒ No 
☐ It will make a minimum of sustainable 

investments with an environmental 
objective: __% 

 
☐ in economic activities that qualify 

as environmentally sustainable 
under the EU Taxonomy 

 
☐ in economic activities that do not 

qualify as environmentally 
sustainable under the EU 
Taxonomy 

 

☐ It promotes Environmental/Social (E/S) 
characteristics and while it does not have as its 
objective a sustainable investment, it will have a 
minimum proportion of __% of sustainable investments 

 
☐ with an environmental objective in economic 

activities that qualify as environmentally 
sustainable under the EU Taxonomy 

 
☐ with an environmental objective in 

economic activities that do not quality as 
environmentally sustainable under the EU 
Taxonomy 

 
☐ with a social objective 
 

☐ It will make a minimum of sustainable 
investments with a social objective: __% 

 

☒ It promotes E/S characteristics, but will not make any 
sustainable investments 

 
 
 
Environmental and/or Social Characteristics 
 
What environmental and/or social (“E/S”) characteristics are promoted by KDO?  
 
We invest mainly in mid-sized office buildings in major cities in Tokyo Metropolitan, Kanagawa, Saitama, 
and Chiba Prefectures to maximize unitholder returns and achieve stable earnings and sustainable growth in 
investment assets. Through our investment and management of these properties, we contribute to the 
sustainable development of society by addressing environmental and social issues.  
 
For the properties in our portfolio, we promote E/S characteristics through a host of environmental, social 
and governance (“ESG”) enhancement initiatives, aligned with the United Nations’ 17 Sustainability 
Development Goals (“SDGs”). Specifically, we implement various environmental initiatives at our 
properties including those against climate change (installation of energy saving equipment such as LED 
lighting or water-saving toilet systems) as well as enter into “green leases” (described in further detail below) 
and lease agreements that include an environmental cooperation clause (described in further detail below). 
For social characteristics, we conduct our business in a manner compatible with the needs of local 
communities. For example, we have agreements with local governments and our venders to provide some 
space in our office buildings to operate share cycle stations.  
 
We have established a sustainability policy and are promoting sustainability initiatives toward realization of 
sustainable society. In addition, we have a separate environmental policy that guides our real estate 
investment and management from the perspective of the environment. We make efforts to achieve SDGs, 
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such as SDG6 (Clean Water and Sanitation), SDG7 (Affordable and Clean Energy) and SDG13 (Climate 
Action), by addressing the material ESG issues identified by Kenedix, Inc., the Asset Manager’s parent, such 
as reduction of energy consumption. We subject ourselves to periodic review for purposes of obtaining 
environmental certifications and assessments by third-party organizations. We not only conduct effective 
management to generate medium- to long-term earnings for our unitholders; we also undertake sustainability 
initiatives while doing so. 
 
We have no reference benchmark designated for the purposes of attaining the environmental or social 
characteristics promoted by our investment units. 
 
What sustainability indicators are used to measure the attainment of each of the environmental or social 
characteristics promoted by KDO? 
 
In order to monitor and track our performance on such E/S initiatives, we utilize certain environmental and 
social certifications for the properties in our portfolio, receive certain sustainability performance assessments 
annually, operate an environmental management system, and gather and report certain ESG data (e.g., CO2 
emission amounts) of the properties in our portfolio. 
 

• GRESB Real Estate Assessment. GRESB is an annual benchmark that measures ESG performance 
in the real estate sector. We have been awarded the Green Star rating in the 2021 GRESB Real 
Estate Assessment, based on recognition of our sustainability efforts and high evaluation on 
implementation and measurement and management and policy. We also acquired the four-star 
(out of five stars) GRESB rating, which is calculated relative to the global performance of all 
entities that submit to GRESB. 

• Other environmental certifications. We use various environmental certifications issued by third-
party organizations to monitor and track the ESG performance at the building level. As of Apri 
30, 2022, we had obtained the following certifications.  
o DBJ Green Building Certification. The DBJ Green Building Certification Program 

evaluates and certifies properties based on their relationships with society and the economy, 
by providing comprehensive assessment based on factors that range from environmental 
features to communication with stakeholders. As of April 30, 2022, 26 of our properties 
had obtained the DBJ Green Building Certification. 

o BELS Certification. The Building-Housing Energy-efficiency Labeling System, or BELS, 
is the third-party certification system to rate houses and buildings in accordance with 
requirements to label energy saving performance under the Act on Improving Energy 
Consumption Performance for Architectural Structures of Japan. As of April 30, 2022, 
five of our properties had obtained the BELS certification. 

o CASBEE Certification. The Comprehensive Assessment System for Built Environment 
Efficiency, or CASBEE, is an evaluation system that rates the environmental performance 
of buildings, developed under the guidance of the Ministry of Land, Infrastructure, 
Transport and Tourism of Japan. As of April 30, 2022, 25 of our properties had obtained 
the CASBEE certification. 

• JCR Green Finance Framework Evaluation. Our green bond framework was evaluated by Japan 
Credit Rating Agency, Ltd. (“JCR”) under the JCR Green Finance Framework Evaluation. We 
received the “Green 1(F)” rating, the highest rating giving to a green finance framework. The JCR 
Green Finance Framework Evaluation involves JCR’s evaluation of our policy for green finance 
including green bonds and green loan, and JCR in particular evaluates whether any given project 
conducted in accordance with our green bond framework may be deemed to be a green project as 
well as our management/operations and transparency with respect to green finance. 

• SUSTAINALYTICS Second Party Opinion. In December 2018, SUSTAINALYTICS issued its 
second party opinion that KDO’s system was sufficient to issue green bonds and that our green 
bond framework was robust, credible, transparent and in alignment with Green Bond Principles 
2018 issued by the International Capital Market Association and Green Bond Guidelines 2017 
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issued by the Ministry of the Environment of Japan. Sustainalytics is a leading independent ESG 
and corporate governance research, ratings and analytics firm.    

 
The Asset Manager is a wholly owned subsidiary of Kenedix, Inc. and a member of the Kenedix Group. The 
members of Kenedix Group share the same sustainability approach and work together to promote 
sustainability in our businesses. The Kenedix Group is contributing to sustainability and working toward 
SDGs while realizing the full potential of the real estate its group owns and manages. We integrate 
sustainability into the core of our business practices, based on the following ESG principles of the Kenedix 
Group: 
 
• Building businesses and investing responsibly – We embed ESG considerations into our investment and 

decision-making processes by considering how our activities impact material ESG factors and thereby 
affect our reputation, capital value and stakeholders. We focus on how we can best manage our 
workforce, including not only the Asset Manager’s employees but also of our tenants, contractors and 
suppliers, and consider how we can work with the communities where we invest and operate our 
businesses and how we can enhance our presence by limiting our environmental impact. 

• Developing and managing sustainable assets – We consider the ESG impact of every asset we own by 
empowering the Asset Manager’s asset management teams to track and monitor the sustainability 
performance of our assets and in certain instances collaborate with our tenants, partners and communities. 

• Improving efficiency and enhancing value – We are seeking to build sustainable businesses and generate 
attractive risk-adjusted returns to our unitholders over the long term. We are committed to increasing 
work efficiency and improving workers’ satisfaction levels by advancing workstyle reform, 
implementing HR strategies with respect to inclusion and diversity, and improving the customer 
experience. We believe these efforts will ultimately contribute to achieving sustainable society and 
improved governance. 

• Governing with high ethics and transparency – We are committed to maintaining the highest standards 
of corporate governance. Ethical governance standards and practices are woven into the fabric of our 
business to enhance corporate performance, accountability, and our unitholder value. We continuously 
review and refine our processes in light of best practice, consistent with our needs and circumstances, 
maintain a zero-tolerance approach to bribery and corruption, and require the Asset Manager’s 
management team and employees to comply with our code of business conduct at all times. 

• Promoting well-being – We aim to incorporate health and well-being throughout our organization and 
assets in support of the Asset Manager’s employees and our tenants, and the communities in which they 
work. We promote working-style reform, implementing HR training reform, implementing welfare 
programs such as leave programs, health management and support activities, and creating a working 
environment that promotes comfort, health, diversity and social life.  

• Contribution to local communities – We also promote interaction with local communities and residents; 
for example, we have agreements with local governments and our venders to provide some space in our 
office buildings to operate share cycle stations, and have supported the UNHCR (United Nations High 
Commissioner for Refugees) by providing the common areas of some of our properties for its fund-
raising campaign and running its promotional video on the digital signage at our properties. We regularly 
donate to the Mindanao Children’s Library shoes, clothing, and stationery that are no longer needed by 
our employees. We have provided matching donations to employees who donated in response to natural 
disasters such as earthquakes, typhoons, and heavy rainfalls.  

We also use the following indicators to measure the attainment of the E/S characteristics we promote: 

• Overall ESG performance. To assess the overall ESG performance of our portfolio, we 
participate in the annual GRESB review. We were awarded the Green Star rating in the 2021 
GRESB Real Estate Assessment, for our efforts to improve sustainability, receiving high 
evaluation on both “implementation and measurement” and “management and policy”. We also 
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acquired the four-star (out of five star) GRESB Rating, which is calculated relative to the global 
performance of all entities that submit to GRESB. 

• Signatory to the PFA 21. The Principles for Financial Action for the 21st Century, or PFA21, 
establish guidelines for financial institutions to fulfill their responsibilities and roles required to 
achieve sustainable society. Signatory financial institutions, including the Asset Manager, are 
required to implement initiatives based on the seven principles to the extent possible. By 
implementing these initiatives, the Asset Manager is better able to assess its attainment of E/S 
characteristics. 

• Environmental initiatives. We aim to keep reducing energy consumption in the most recent five 
years on a rolling basis by an annual average rate of 1% for our properties. In the medium- and 
long-term, we aim to reduce greenhouse gas (GHG) emissions by 50% in fiscal year 2030 as 
compared to fiscal year 2013 and achieve carbon neutrality by 2050.  We monitor these efforts 
and disclose our annual performance on our website. For fiscal year 2020, we recorded a 
decrease of 4.6% in energy consumption, a decrease of 7.6% in greenhouse GHG and a decrease 
of 20.6% in water use as compared to the corresponding metrics for the previous fiscal year. 

• Installation of LED light bulbs and a water-saving toilet system. We have implemented a variety 
of initiatives to conserve energy and reduce cost of operations for our properties. For example, 
we have replaced lighting fixtures with LED light bulbs. As of April 30, 2022, we had installed 
LED light bulbs in 94.6% of the common areas (by total floor area) and in 35.6% of the areas 
leased exclusively to tenants (by leasable area) of our properties. We also installed a water-
saving toilet system in one of our properties resulting in a reduction of approximately 63% of 
water use for toilets. 

• Green lease agreement. A green lease is an agreement requiring the property owner and tenant 
to cooperate on reducing the environmental impact of the property. As of September 30, 2021, 
we had entered into green lease agreements with 16 tenants, representing 19.7% of all rentable 
area for our tenants. Pursuant to green lease agreements, we have installed LED lighting and 
achieved decreases in the tenants’ electricity expenses and increases in rent under lease 
agreements that require the tenants to return to us a portion of the savings captured from LED 
lighting as a green lease fee. 

• Cooperation with property managers. The Asset Manager has required certain property 
managers to observe our philosophy of contributing to sustainable society, including our 
sustainability policy. We require our property managers, for example, to encourage tenants to 
cooperate with us in energy conservation efforts. 

 
Principal Adverse Impacts 
 
Does KDO take into account principal adverse impacts on sustainability factors? 
 
The Asset Manager tracks and monitors on an ongoing basis select information on the properties in our 
portfolio regarding the principal adverse impact indicators, including fossil fuels through investment assets, 
exposure to energy-inefficient investment assets, consumption of energy, GHG emissions and water 
consumption. The Asset Manager’s Sustainability Committee uses the data to assess progress made against 
targets and, if necessary, deliberates on necessary action plans and proposes them to KDO every three months. 
 
• Exposure to fossil fuels through assets. We do not invest in real estate assets involved in the extraction, 

storage, transport or manufacture of fossil fuels. 

• Exposure to energy-inefficient investment assets. We consider properties without any certification issued 
by a third-party organization such as the Development Bank of Japan’s Green Building Certification 
(“DBJ Certification”), the Building Energy-efficiency Labeling System certification (“BELS 
Certification”) and the Comprehensive Assessment System for Built Environment Efficiency 
certification (“CASBEE Certification”) to be energy-inefficient. As of December 31, 2021, 39.1% of 
our properties (by floor area) had not obtained any of the DBJ Certification, the BELS Certification and 
CASBEE Certification, and as of April 30, 2022, 35.6% of our properties (by floor area) had not obtained 
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any certification thereof. As described in more detail above, we implement as appropriate measures to 
reduce the environmental impact of these properties, including by installation of electricity derived from 
effectively renewable energy and LED lighting.  

• Energy consumption intensity. Energy consumption intensity was 0.1265GJ/m2 in 2018, 0.1215GJ/m2 
in 2019 and 0.1149GJ/m2 in 2020. Our target is to reduce energy consumption by an annual average rate 
of 1% over five years for our retail facilities. We aim to reduce energy consumption by installing energy 
saving equipment such as LED lighting and solar panels. As of April 30, 2022, LED lighting was 
installed in 94.6% of the common areas (by total floor area) and in 35.6% of the areas leased exclusively 
to tenants (by leasable area) of our properties.  

We believe that investment decisions that negatively affect climate or other environment-related resources, 
or have negative implications for society, can have a significant impact to risk and value creation for our 
unitholders. To this end, we consider the principal adverse impacts of our investment decisions on 
sustainability factors in the investment decision process. 

More information related to principal impacts on sustainability factors can be found on the website: 
https://kenedix-fm.com/en/sustainability.html 

 
Investment Strategy 
 
What investment strategy does KDO follow? 
 
The Asset Manager established its sustainability policy on September 5, 2018 and, together with KDO, its 
environmental policy, on November 24, 2011. The Asset Manager also engages in the material ESG issues 
identified by Kenedix, Inc. on an ongoing basis. The review and assessment of material ESG risks and 
opportunities are built into our investment decision process. 
 

• Investment research and investment decision-making. We conduct preliminary investment research 
to understand how our activities impact material ESG factors and how they can affect our reputation, 
capital value and stakeholders. Our investment research includes ESG considerations such as (i) 
whether we can achieve energy reduction through installation of LED lighting, (ii) whether the 
property can receive an environmental certification, and (iii) whether we can deliver a new lifestyle 
to the property’s tenants and users by providing IoT technology. We also consider ESG factors 
throughout an asset’s lifecycle by tracking and monitoring the sustainability performance of our 
assets. The Asset Manager’s Asset Management Committee considers positive due diligence 
findings on ESG factors as plus factors along with other economic and operational considerations 
when making a final decision to invest in a property.  
 

• Green bond framework. Exercising corporate social responsibility and contributing to sustainable 
society are important business management issues for KDO. We have established a green bond 
framework as follows to enhance our sustainability efforts and to contribute to the development of 
the domestic green bond market by offering opportunities to investors to make ESG investments.  

o Use of funds. We allocate funds raised through green bond issuances to the acquisition of 
Eligible Green Assets (defined below), repayment of borrowings or redemption of 
investment corporation bonds required for such acquisition, and construction and/or repair 
work that meets eligibility criteria #2 below. 

Eligible Green Assets: Assets that have obtained any of the following certifications within 
two years prior to (i) the closing date of the green bond issuance or (ii) the reporting date 
under the green bond framework described below (the “eligibility criteria #1”): 

a. DBJ Green Building Certification: three stars or higher  

b. Certification of CASBEE for Real Estate: B+ or higher 

c. BELS Certification: 3 stars or higher 

https://kenedix-fm.com/en/sustainability.html
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Eligibility criteria #2: Construction or repair work that meets any of the following criteria 
and that is paid within two years prior to (i) the closing date of the green bond issuance or 
(ii) after the closing date: 

a. Reduction of energy consumption by 10% or more at the property where the 
construction or repair work is performed 

b. Reduction of water consumption by 10% or more at the property where the 
construction or repair work is performed 

c. Other environmentally beneficial improvements (expected to reduce usage or 
emissions by 10% or more compared to previous levels at the property where the 
construction or repair work is performed) 

 

o Evaluation and selection process of projects. The Asset Manager’s Sustainability 
Committee selects the projects that meet the eligibility criteria (“Eligible Green Projects”). 
The Sustainability Committee also confirms how funds raised through green bond 
issuances are allocated to the Eligible Green Projects. The details of evaluation and 
considerations made by the Sustainability Committee are reported to KDO’s Board of 
Directors and the Asset Management Committee. 

o Management of funds. We properly manage the funds raised through issuance of green 
bond issuances in separate accounts for green bonds, and report the deposit balance once a 
month. 

o Reporting. We report on allocation and impact as follows: 

a. Allocation reporting: KDO annually discloses the balance of green bonds to ensure 
that it does not exceed the Issuable Amount of Green Bonds, which is defined as the 
same of the aggregate acquisition price of Eligible Green Assets and expenditures 
for the construction and/or repair work that meet the eligibility criteria #2. This 
disclosure is made until the date that all funds raised from green bonds have been 
fully allocated to the Eligible Green Projects or the redemption date of the last green 
bond, whichever comes earlier. 

b. Impact reporting Until the redemption date of the last green bond, KDO will disclose 
(i) the number of, the certifications obtained by, and the sum of the total floor area 
of the Eligible Green Assets and (ii) the energy consumption and other data 
pertaining to the Eligible Green Assets for which KDO has the right to manage 
energy use and the properties where construction or repair work meeting the 
eligibility criteria #2 was performed.  

c. KDO acquires a third-party evaluation for its management of funds raised through 
green bonds, reporting system and other aspects of the green bond framework. 

 
We ensure the investment strategy is implemented on a continuous basis by incorporating review and 
assessment of material ESG-related risks and opportunities into our investment decision process. On an 
ongoing basis, the Asset Manager’s Sustainability Committee generally holds meetings every three months 
to collect, analyze, and review sustainability and ESG-related matters. Such matters include sustainability or 
ESG policies, objectives, activity plans, initiatives, risk management and other important matters related to 
sustainability or ESG of the Asset Manager and the REITs that the Asset Manager manages. The 
Sustainability Committee also promotes sustainability and ESG-related efforts by sharing such information 
with other parties in the Asset Manager. The results of the information gathering, analyses and considerations 
made by the Sustainability Committee are reported and proposed to each REIT, and the implementation of 
sustainability or ESG measures for each REIT is decided by the department of the Asset Manager in charge 
of the management of the relevant REIT. The Sustainability Committee consists of the President and CEO 
as the chairperson, the full-time Directors, the Head of the Strategic Planning Department, the Deputy 
General Managers of the Strategic Planning Department, the Head of the Sustainability Office within the 
Strategic Planning Department, the Heads of strategic planning for each REIT department, the Heads of the 
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Asset Management Division in each REIT department, the Head of the Finance and Accounting Division 
and any other member selected by the chairperson. 
 
What are the binding elements of the investment strategy used to select the investments to attain each of 
the E/S characteristics promoted by KDO? 
 
As a sustainability goal, KDO aims to obtain environmental certification for 70% or more of its portfolio 
based on floor area. As described above, when the Asset Management Committee makes a final decision to 
invest in a property, sustainability-related findings are incorporated into the investment proposal. 
 
In addition, under our green bond framework, the Asset Management Committee is required to select assets 
for investment meeting the eligibility criteria described above. 
 
The other binding element of the investment strategy is the exclusion of properties that do not meet the 
thresholds for soil contamination and other environmental contamination in accordance with the Soils 
Contamination Countermeasure Act of Japan and other environmental laws and ordinances. 
 
What is the committed minimum rate to reduce the scope of the investments considered prior to the 
application of that investment strategy? 
 
As discussed in detail above, we consider ESG-related due diligence review and environmental 
contamination survey before investing in properties. 
 
What is the policy to assess good governance practices of the investee companies and KDO? 
 
We invest directly or indirectly through trust beneficiary interests in real estate and real estate-related assets. 
Therefore, due diligence review (including the assessment of good governance practices) in relation to 
investee companies is not applicable. Therefore, we have opted to provide information on the governance 
policies adopted by KDO and the Asset Manager. 
 
While there is no third-party rating used for assessment of our governance practices, we have introduced the 
following measures to assess and enhance our governance systems: 

• Adoption of DPU (Distributions per Unit)-linked asset management fees.  We pay DPU-linked fees 
to the Asset Manager to align the interest of our unitholders and the interest of the Asset Manager. 

• Related-party transactions.  We are generally not allowed to carry out related-party transactions 
without the prior approval of our Board of Directors and the agreement of our Executive Director.  

• Transparent and appropriate information disclosure.  We make press releases and other disclosures 
in both Japanese and English simultaneously in a timely and appropriate manner. 

 
Asset Allocation 
 
What is the asset allocation planned for KDO? 
 
As of April 30, 2022, 35.6% of the properties in our portfolio were Energy-inefficient Assets (defined below) 
and 64.4% were not (of such 64.4%, 44.5% had obtained the DBJ Green Building Certification, 6.9% had 
obtained the BELS certification and 26.1% had obtained CASBEE certification), in each case based on floor 
area. We define our properties other than properties that have received any of the environmental certifications, 
such as DBJ Green Building Certification, CASBEE and BELS, as “Energy-inefficient Assets.” We aim to 
increase the percentage of environmental certifications on our properties (by floor area) to 70%.  
 
#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the 
environmental or social characteristics promoted by the financial product.  
#2 Other includes the remaining investments of the financial product which are neither aligned with the 
environmental or social characteristics, nor are qualified as sustainable investments. 
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How does the use of derivatives attain the environmental or social characteristics promoted by KDO?  
 
Not applicable. 
 
What investments are included under “#2 Other”, what is their purpose and are there any minimum 
environmental or social safeguards? 
 
Although ESG-related risks are not decisive factors in our decision-making and 35.6% (based on floor area) 
of our properties were Energy-inefficient Assets as of April 30, 2022, the Asset Manager’s investment 
decision-making process includes assessment of ESG factors. We also actively obtain environmental 
certifications for the properties in our portfolio which have not achieved the requisite ranking or certifications 
mentioned above. We consider including green clauses in new as well as renewed lease agreements. 

 
Index as Reference Benchmark 
 
Is a specific index designated as a reference benchmark to determine whether KDO is aligned with the 
environmental or social characteristics that it promotes? 
 
Not applicable. 
 
How is the reference benchmark continuously aligned with each of the environmental or social 
characteristics promoted by KDO and with the investment strategy? 
 
Not applicable. 
 
How is the alignment of the investment strategy with the methodology of the index ensured on a 
continuous basis? 
 
Not applicable. 
 
How does the designated index differ from a relevant broad market index? 

Not applicable. 
 
Where can the methodology used for the calculation of the designated index be found? 

Not applicable. 
 
More Product-specific Information 
 
Can I find more product specific information online? 
 

Investments of
KDO

64.4% is #1 Aligned 
with E/S

#1B Other E/S 
characteristics

35.6% qualifies as 
#2 Other
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More product-specific information can be found on the website: https://www.kdo-
reit.com/en/sustainability/sustainability.html 
 
Note Regarding the EU Taxonomy Regulation 

As set out above, KDO promotes certain environmental characteristics.  

The Asset Manager is required, under Regulation (EU) 2020/852 (the “EU Taxonomy Regulation”), to 
disclose whether its assets are aligned with the environmental objectives formulated in the EU Taxonomy 
regulation. The EU Taxonomy Regulation is to be complemented by technical standards and screening 
criteria which are currently developed. The technical screening criteria for the first two environmental 
objectives (climate change mitigation and climate change adaptation) were adopted in December 2021. 
They apply as of January 1, 2022. 

KDO invests in economic activities that are eligible under the EU Taxonomy Regulation in respect of 
climate change mitigation and/or climate change adaptation. This means that screening criteria for these 
investments have been or will be developed. The Asset Manager expressly states that in view of the fact 
that the regulations are still under development or have only recently been adopted and the fact that, as a 
result thereof, data on alignment of KDO’s investments with these environmental objectives and climate 
related goals in line with the EU Taxonomy Regulation are not sufficiently available, the Asset Manager is 
not currently in a position to disclose on an accurate and reliable basis to what extent KDO’s investments 
technically qualify as Taxonomy-aligned or “environmentally sustainable” within the specific meaning of 
the EU Taxonomy Regulation. KDO’s investments may have a positive contribution to these 
environmental objectives and may therefore eventually be considered Taxonomy-aligned, but at this stage, 
the Asset Manager is required to state that there is no minimum proportion of KDO’s investments that 
qualify as such.  

The Asset Manager further states that the “do no significant harm” principle applies only to those 
investments underlying the financial product that takes into account the EU criteria for environmentally 
sustainable economic activities. The investments underlying the other portion of this financial product do 
not take into account the EU criteria for environmentally sustainable economic activities. 

  

https://www.kdo-reit.com/en/sustainability/sustainability.html
https://www.kdo-reit.com/en/sustainability/sustainability.html
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INTEGRATION OF SUSTAINABILITY RISKS IN THE INVESTMENT DECISIONS, AND THE 
IMPACT OF SUCH RISKS ON THE RETURNS OF KDO (SFDR ARTICLE 6 DISCLOSURE) 

The Asset Manager has established the Sustainability Committee, which is composed of the key management 
members of the Asset Manager, such as the President and CEO and the full-time Directors. The Sustainability 
Committee generally holds meetings every three months to collect, analyze, and review sustainability and 
ESG-related matters. Such matters include sustainability or ESG policies, objectives, activity plans, 
initiatives, risk management and other important matters related to sustainability or ESG of the Asset 
Manager and the J-REITs that the Asset Manager manages. The Sustainability Committee also promotes 
sustainability and ESG-related efforts by sharing such information with other parties in the Asset Manager. 
The results of the information gathering, analyses and considerations made by the Sustainability Committee 
are reported and proposed to each J-REIT, and implementation of sustainability or ESG measures for each 
J-REIT is decided by the department of the Asset Manager in charge of the management of the relevant J-
REIT. 
 
As described above, we have instituted a number of initiatives, at the corporate level, the portfolio level and 
the property level, to promote E/S characteristics. Such initiatives include climate change initiatives, 
initiatives for saving/reducing energy consumption, local community initiatives, and initiatives for 
employees and tenants. 
 
Since sustainability issues will severely impact our business activities, we regard such issues as material 
business challenges. We also believe that integrating sustainability factors alongside traditional financial and 
operational metrics in our investment decision process helps us make a more holistic assessment of a 
property’s risks and opportunities and is commensurate with the pursuit of superior risk-adjusted returns. 
Therefore, we will continue to analyze the sustainability on our business and improve our investment 
decision-making process so that we can consider more thoroughly how sustainability factors could impact 
returns on our investment units. In addition, we will analyze the impact of environmental risks such as flood 
and landslide disasters on returns on our investment units as a part of analysis of sustainability risks.  
 
The assets in which KDO invests are exposed to physical and transition risks, such as the following. 
 

Category Risk Factors Identified Risks (Financial impact) Initiatives 

Transition Risk 
- Policy and 
legal  

CO2 emission regulation 
Introduction of CO2 emission 
regulations as measures to 
comply with international 
frameworks incur costs and 
risks related to CO2 emissions.  

Increase in costs to improve energy 
efficiency of existing properties 

・ Improvement of energy-saving 
in existing properties 

・ Establishment of GHG 
reduction targets 

Carbon tax 
The introduction of carbon tax 
as a measure to comply with 
international frameworks incur 
costs and risks related to CO2 
emissions. 

Increase in carbon tax costs 

・ Sourcing of renewable energy 
・ Acquisition of non-fossil 

certificates, etc. 

Increase in acquisition costs of non-
fossil certificates, etc., which are 
certificates used for transactions that 
benefit the environment.  The purchase 
of these certificates contributes to the 
achievement of GHG reduction targets. 
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Transition Risk 
- Technology 

Advancement of energy-
saving and renewable energy 
technologies 
Further technology 
advancement will result in 
lower installation costs and 
effective achievement of 
energy-saving and renewable 
energy. 

Increase in costs due to introduction of 
new technology 

・ Energy-saving in existing 
properties 

Transition Risk 
- Markets 

Evaluation by investors and 
financial institutions 
Investors and financial 
institutions will value 
improvement of the 
environmental performance of 
properties. 

Increase in financing costs due to low 
valuation based on environmental 
performance 

・ Energy-saving in existing 
properties 

・ Acquisition of environmental 
certifications 

・ Improvement of engagement 
with investors and financial 
institutions 

・ Utilization of green finance 

Focus on environmental 
certification 
Environmental certification 
will be required for portfolio 
evaluation by investors and 
financial institutions as well as 
property selection by tenants. 

Increase in cost of actions to improve 
evaluation to acquire environmental 
certifications ・ Acquisition of environmental 

certifications 
Increase in acquisition costs of 
environmental certifications 

Transition Risk 
- Reputation 

Tenant behavior change due 
to environmental 
consciousness 
Environmental performance of 
properties will become valued 
due to regulatory compliance 
and change of preferences. 

Decrease in asset value of properties 
with low environmental performance 
as “stranded assets” 

・ Energy-saving in existing 
properties 

・ Acquisition of environmental 
certifications 

・ Engaging with tenants to obtain 
their feedback in order to 
improve the environmental 
performance of our properties. 

Tenant behavior change due 
to disaster- 
prevention consciousness 
Disaster prevention of 
properties will become valued 
due to increasing disasters 
caused by rising temperatures 
and rising sea level. 

Decrease in asset value of properties 
with low resilience as “stranded 
assets” 

・ Due diligence on acquisition 
・ Flood risk analysis for 

properties 
・ Improvement of resilience of 

properties 
・ Engaging with tenants to obtain 

their feedback in order to 
improve the disaster readiness 
of our properties. 

Physical Risk - 
Acute 

Intensification of heavy rains 
and torrential rains 
The frequency of property 
damage will increase due to 
severe wind and extreme flood 

Increase in disaster recovery costs 

Decrease in rental income during the 
recovery period 

Physical Risk - 
Chronic 

Rise in sea level 
Chronic rise in sea level. 

Increase in costs to cope with sea level 
rise for properties 

Rise in average temperature 
Chronic rise in average 
temperatures. 

Increase in utility costs during summer 
・ Energy-saving in existing 

properties 
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The above risks are those that we are aware of at this time, and may be revised in the future due to changes 
in circumstances or progress in consideration. 
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