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ROIC is the largest publicly-traded, grocery-anchored shopping centre real
estate investment trust (REIT)! focused exclusively on the west coast of the US.

Equity market capitalisation: Size: owns

$2bn

(as at July 2022)

The company has moved markedly over the past few years.
From zero sustainability reporting and limited internal
initiatives in 2018, the company has since established
inaugural policies, published inaugural reports and set out
measurable, time-bound targets for reducing its
environmental impact.

@ 13% cumulative reduction in same-centre greenhouse gas
emissions (2021 vs. 2019 base year)

@ 20% cumulative reduction in same-centre energy
consumption (2021 vs. 2019 base year)

@ But also an 18% year-on-year increase in same-centre water
consumption (2021 vs. 2020)

The construction and operation of buildings contribute around
40% of worldwide greenhouse gas emission?. In the United
States, the Department of Energy estimates that commercial
buildings account for c18%? of energy usage and account for
40% of carbon dioxide (CO,) emissions, and 88% of potable
water consumption®.

Western US states, such as California, have been experiencing
a worsening water crisis with more frequent and severe
droughts. Indeed, the American west has spent the last two

across 89 shopping centres

Employees:

10m sq 1t 638

(FY21) of which 68%
are female

decades in what scientists are now saying is the most extreme
megadrought in at least 1,200 years®, and 2021 was the second
driest year on record®. However, water use intensity per capita
in the western states tends to be higher than the US average’.

The need for action is therefore clear. In most countries, the
buildings that will principally constitute the urban environment
in 2030 already exist. Therefore, improving the energy efficiency
of these buildings is one of the most cost-effective and fastest
ways to reduce electricity demand, while indirectly slashing
carbon emissions as well as improving local air quality and
public health.

The Global Alliance for Buildings and Construction (Global ABC)
however, notes that in its 2021 Global Status Report®, investment in
the energy efficiency of buildings continues to climb and reached
more than US$180bn in 2020, up from $12%9bn (in 2020 dollars) in
2015. However, most of this increase has arisen in just a small
number of European countries. Without broader investment, this
level is unlikely to be sufficient to tackle efficiency improvements
among the existing global building stock. Furthermore, the
International Energy Agency (IEA) notes that buildings remain off-
track to achieve carbon neutrality by 2050. To meet this target, all
new buildings and 20% of the existing building stock would need
to be zero-carbon-ready as soon as 2030°.

Commercial building operators can contribute to reducing
carbon emissions by switching to cleaner energy sources and
reducing energy consumption via energy efficiency measures.

' A real estate investment trust (REIT) is a company that owns, operates, or finances income-generating real estate. REITs pool the capital of numerous investors. This
makes it possible for individual investors to earn dividends from real estate investments — without having to buy, manage, or finance any properties themselves.
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https://www.theguardian.com/environment/2022/feb/15/us-west-megadrought-worst-1200-years-study
https://drought.ca.gov/current-drought-conditions/
https://www.vox.com/2015/4/10/8379221/california-drought-water-crisis
https://globalabc.org/resources/publications/2021-global-status-report-buildings-and-construction
https://www.iea.org/topics/buildings

Furthermore, operators such as Retail Opportunities Investment
Corp (ROIC) can contribute to water use savings by adopting a
series of water upgrade measures.

Finally, with increasing demand for ‘green’ buildings from larger
building tenants and with utility costs impacting commercial
real estate profits, it makes business sense to adopt greener
building practices. Doing so ultimately presents a win-win
possibility of attracting stickier tenants and maximising rental
income and asset values while reducing environmental impacts.

Practice of change

We have been invested in ROIC for many years, including
since inception of the SDG Engagement Equity strategy at
the start of 2018. During that time we have had approximately
20 interactions which have included meetings and calls with
the senior management team, most commonly the CEO, as
well as with the chairman and others.

Many real estate companies are now including ESG
information as part of their investor and public reporting and
include numerous key performance indicators, including
energy usage, greenhouse gas emissions, waste
management, number of sutainability certified assets among
other metrics. This level of disclosure remains patchier in
some markets such as North America than for Europe,
however, there is progress.

When we first began engaging with ROIC on sustainability
matters the company was notably lagging, although in a
market as per above with lower levels of ESG disclosure than
elsewhere. After multiple, predominantly positive and
constructive conversations with the ROIC management team
over a sustained period, we have been pleased at the progress
the company has made to date. Indeed, management noted
that our dialogues were the catalyst for them to accelerate
their practices and investment around this agenda.

Beyond the 'E’, the company has made large strides on
governance with much improving levels of diversity —
spanning age, gender and ethnicity.

Figure 9: Board composition — a rise in diversity and refreshment
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In 2018 and 2019 we voted against the chair of the
governance committee (Edward Meyer) due to ongoing lack
of board diversity and the ongoing restriction on shareholders
ability to amend the company’s bylaws — in addition to the
fact that the board member was well into his 90s. We were
also concerned that the board was exhibiting a worrying
tendency of ignoring the will of its minority shareholders.

At the 2019 AGM, non-executive director Lee Neibart
received a majority of cast votes against his re-election and in
2020, the aforementioned Ed Meyer similarly received two-
thirds opposition. In both cases the individuals offered their
resignation. In both cases too, the board voted in response to
decline the resignations.

In Q1 2021 however, the company announced that Edward
Meyer would not stand for re-election at the 2021 AGM.
Alongside Ed Meyer's retirement, Angela Ho joined the board
bringing increased diversity. Furthermore, it was later
confirmed that Zabrina Jenkins and Adrienne Banks Pitts were
to join the board as independent directors with director
Charles Persico not standing for re-election at the 2022 AGM.
These changes were accompanied by welcome amendments
to the company’s bylaws. As a result, as of July 2022 the
company now operates a refreshed and diverse board and
has for a couple of years afforded a material weighting (25%)
towards ESG metrics within the performance-share element of
the long-term incentive plan granted to management.

Next steps

While the rate of progress has been laudable, there remains
scope for more to be achieved. We continue to speak with the
company around its installation of energy efficient lighting
and solar arrays, as well as its installation of EV charging units
and its support for more efficient waste management.



Management have noted that car park lot lighting is a
significant drain, commonly comprising 70-80% of total
electricity usage. As such they are systematically shifting the
lighting of these to LEDs (estimated by the US Department of
Energy to be approx.75% more efficient)'®. At one of its major
sites (Fallbrook) the company’s switch to LED lighting resulted
in a 70% reduction in parking lot lighting consumption. As of
the end of 2021, 10 properties had LED lighting
installations, illustrating the scope for progress ahead.

During an early 2018 call with the company’s CEO it was
confirmed to us that ‘green initiatives’ are now a ‘very high
priority’, and to that end, the company was tendering for bids
to roll out a series of improvements across all of its sites with
all centres to be assessed for installation of electric vehicle
charging stations and solar panel installations.

On the installation of solar arrays, as at the end of 2021, the
company had finalised solar agreements for nine of its
properties, representing approximately 19% of its portfolio
by gross leasable area.

With respect to electric vehicle (EV) charging units, as at the
end of 2021, the company had installed 51 EV charging
stations at five properties. In addition, anchor tenants have
lease rights to add an additional 32 stations across seven
properties by the end of 2022.

Figure 10: Although data coverage has improved, water
consumption has increased
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Finally, we note 50% of the company'’s assets by square
footage are located in extremely water-stressed areas of
California. The company committed to attaining 80%
common area water data coverage by 2023 (vs. just 33% data
coverage in 2020), something which it comfortably achieved
as of the end of 2021. It has also committed to the installation
of irrigation controls at 80% of properties by 2023. However,
water consumpton has continued to increase in this period.
Given the severity of the water stress in many of its locations
we continue to encourage the company to prioritise this area.

On the installation of solar arrays, as
at the end of 2021, the company had
finalised solar agreements for nine of

E

Figure 11: Emissions are projected to continue declining

Emissions targeting a 15% reduction in like-for-like Scope
1 and 2, greenhouse gas emissions vs. 2019 baseline.
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Overall, we continue to engage constructively with ROIC. We are
very cognisant of the difficulties in attaining baseline data from
tenants and the difficulties this presents in terms of understanding
the full environmental footprint and impact of the company’s
assets. The company has set itself measurable and time-bound
targets around emissions generation and energy use, however,
these remain relatively modest in our view.

We have highlighted examples of best practice observed
elsewhere and are encouraging the company to set itself suitably
high ambitions. We continue to press the case for targeting to be
net positive for landlord controlled impacts and then subsequently
for tenanted areas too.

To date, there has been evident progress but undoubtedly more
to achieve too.

In conclusion, we commend the company on the progress it has
made to date. We nonetheless hope to see longer-term energy
and emissions reduction targets be set, and a real prioritisation
and focus on water savings at the company’s self-identified water-
stressed assets. We are hopeful we will see the positive
momuntum maintained during the course of 2022 and beyond.

The stock is currently held in the portfolio and does not represent all of the securities held in the portfolio and it should
not be assumed that the above securities were or will be profitable. This does not constitute a solicitation or offer to
any person to buy or sell any related securities or financial instruments.

10 |LED Lighting | Department of Energy

""LFL data comprises six properties for Scope 1 and 85 properties for Scope 2.


https://www.energy.gov/energysaver/led-lighting
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Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns, and to
contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes Investment Management are now undertaken by Federated Hermes
Limited (or one of its subsidiaries). We still offer the same distinct investment propositions and pioneering
responsible investment and stewardship services for which we are renowned — in addition to important strategies
from the entire group.

Our investment and stewardship capabilities:

@ Active equities: global and regional @ Private markets: real estate, infrastructure, private equity

. . . . and debt
@ Fixed income: across regions, sectors and the yield curve

@ Stewardship: corporate engagement, proxy voting,

@ Liquidity: solutions driven by four decades of experience oolicy advocacy

The value of investments and income from them may go down as well as up, and you may not get back the original amount invested. It should be noted that
any investments overseas may be affected by currency exchange rates.

Investing in smaller/medium sized companies may carry higher risks than investing in larger companies. The strategy has environmental and/or social
characteristics and so may perform differently to other strategies, as its exposures reflect its sustainability criteria. Past performance is not a reliable
indicator of future results and targets are not guaranteed.

The above does not represent all of the securities held in the portfolio and it should not be assumed that the above securities were or will be profitable. This
information does not constitute a solicitation or offer to any person to buy or sell any related securities or financial instruments.

For professional investors only. This is a marketing communication. It does not constitute a solicitation or offer to any person to buy or sell any related securities,
financial instruments or financial products. No action should be taken or omitted to be taken based on this document. Tax treatment depends on personal
circumstances and may change. This document is not advice on legal, taxation or investment matters so investors must rely on their own examination of such matters or
seek advice. Before making any investment (new or continuous), please consult a professional and/or investment adviser as to its suitability. Any opinions expressed may
change. Al figures, unless otherwise indicated, are sourced from Federated Hermes. All performance includes reinvestment of dividends and other earnings. Please
consider all fund characteristics when investing and not just ESG characteristics.

Federated Hermes refers to Federated Hermes Limited (“Federated Hermes”). The main entities operating under Federated Hermes are: Hermes Investment
Management Limited (“"HIML"); Hermes Fund Managers Ireland Limited (“HFMIL"); Hermes Alternative Investment Management Limited (“"HAIML"); Hermes Real
Estate Investment Management Limited (“HREIML"); Hermes Equity Ownership Services Limited (“EOS"); Hermes Stewardship North America Inc. (“HSNA"); Hermes
GPE LLP ("Hermes GPE"); Hermes GPE (USA) Inc. (“Hermes GPE USA”), and Hermes GPE (Singapore) Pte. Ltd (“HGPE Singapore”) and Federated Investors Australia
Services Pty Ltd. (“FIAS"). HIML, HAIML and Hermes GPE are each authorised and regulated by the Financial Conduct Authority. HAIML and HIML carry out regulated
activities associated with HREIML. HIML, Hermes GPE and Hermes GPE USA are each a registered investment adviser with the United States Securities and Exchange
Commission ("SEC") and HAIML and HFMIL are each an exempt reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FIAS holds an
Australian Financial Services Licence. HFMIL is authorised and regulated by the Central Bank of Ireland. HREIML, EOS and HSNA are unregulated and do not engage in
regulated activity.

In the European Economic Area (“EAA") this document is distributed by HFMIL. Contracts with potential investors based in the EEA for a segregated account will be
contracted with HFMIL.

Issued and approved by Hermes Investment Management Limited which is authorised and regulated by the Financial Conduct Authority. Registered address: Sixth
Floor, 150 Cheapside, London EC2V &ET. Telephone calls may be recorded for training and monitoring purposes. Potential investors in the United Kingdom are advised
that compensation may not be available under the United Kingdom Financial Services Compensation Scheme.

In Australia: This Strategy Document relates to potential offer of financial products or investment opportunities in Australia (Investment opportunities). Both Hermes
Investment Management Ltd (HIML) and Federated Investors Australia Services Ltd. ACN 161 230 637 (FIAS) are the distributors of the Investment opportunities. HIML
does not hold an Australian financial services licence (AFS licence) under the Corporations Act 2001 (Cth) (“Corporations Act”). HIML operates under the relevant class
order relief from the Australian Securities and Investments Commission (ASIC) while FIAS holds an AFS licence (Licence Number - 433831). The offer of Investment
opportunities only made in circumstances under which no disclosure is required under Chapter 6D and Part 7.9 of the Corporations Act. Nothing in this Strategy
Document is, or purports to be, an offer to a person to whom disclosure would be required under Chapter 6D or Part 7.9 of the Corporations Act. This Strategy Document
is not a disclosure document under Chapter 6D of the Corporations Act or a product disclosure statement for the purposes of Part 7.9 of the Corporations Act. This
Strategy Document has not been and will not be lodged with ASIC and does not contain all the information that a disclosure document or a product disclosure statement
is required to contain. The distribution of this Strategy Document in Australia has not been authorised by ASIC or any other regulatory authority in Australia. In addition,
the Fund is not a registered managed investment scheme, as defined in the Corporations Act. This Strategy Document is provided for general information purposes only
and is not intended to constitute, and does not constitute, the provision of any financial product advice or recommendation and must not be relied upon as such. This
Strategy Document is not intended to influence a person in making a decision in relation to a particular financial product or class of financial products, or an interest in a
particular financial product or class of financial products. This Strategy Document has been prepared without taking account of your objectives, financial situation or needs
and you should obtain independent professional financial advice that considers your circumstances before making any financial or investment decisions.

In South Korea: Hermes Investment Management Limited is not making any representation with respect to the eligibility of any recipients of this document to acquire
the strategies therein under the laws of Korea, including but without limitation the Foreign Exchange Transaction Act and Regulations thereunder. The strategies have
not been registered under the Financial Investment Services and Capital Markets Act of Korea, and none of the strategies may be offered, sold or delivered, or offered
or sold to any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.

In Spain: This document is issued by Hermes Fund Managers Ireland Limited, Branch in Spain, with Fiscal Identity Number W0074815B, registered in the Mercantile Registry
of Madrid, - Volume 40448, Book 0, Sheet 16, Section 8, Page M-718259, first registration, with domicile at Paseo de la Castellana 18, 7° planta, 28046 Madrid - Spain, and
registered in the Comisién Nacional del Mercado de Valores with official registration number 36. BDO010654 0013706 10/22
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