
Real Estate 

Opportunities in the 

Energy Transition

May 11, 2022



Confidential & Proprietary ©2022 Vinson & Elkins LLP  velaw.com 2

Agenda

Today’s Discussion Topics

Panelist Introductions 3

Overview 4

The Impact of Climate Change on Real Estate 8

The Role of Government 11

Decarbonizing Real Estate 15

The Opportunity – The “Green Premium” 34

The Path Ahead 38



Confidential & Proprietary ©2022 Vinson & Elkins LLP  velaw.com 3

Today’s Speakers

Introduction

John Carroll

Chief Executive Officer, IonicBlue

+1 631.704.7150
john.carroll@ionicbluellc.com

Daniel LeBey

Partner – Capital Markets and M&A, 

Vinson & Elkins

+1 804.327.6310
dlebey@velaw.com

Zach Swartz

Counsel – Capital Markets and M&A, 

Vinson & Elkins

+1 804.327.6324
zswartz@velaw.com

Deborah Ginsberg

Partner, TPG Real Estate

+1 212.430.4126
DGinsberg@tpg.com

Eric Hinckley

Chief Technology Officer,  

Sustainable Living Innovations, Inc.

+1 303.548.8262
ehinckley@sli.co



4Confidential & Proprietary ©2022 Vinson & Elkins LLP  velaw.com

Overview
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• Many, many numbers out there in terms of global decarbonization and energy transition

• Core goal of the Paris Accord on Climate Change is for global warming to remain under 2 degrees 

Celsius this century, with a “stretch” goal of remaining under 1.5 degrees Celsius this century. 

• This goal is to be accomplished by reaching peak GHG emissions as soon as possible and achieving a 

climate neutral world (i.e., “net zero”) by 2050

• Multiple estimates of the amount of capital that will be needed to fund the energy transition over the next 

several decades are stunning, putting the number at or above $100 trillion

• The work has begun, but a lot of the “headline-grabbing” deals have been investments in renewable 

energy, electric vehicle production and battery technology

Overview

Energy Transition Generally 
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• Real estate has been somewhat on the periphery of the energy transition until recently

• Real estate is another industry where there are a lot of numbers out there, but data suggests that, 

globally, real estate accounts for over 20% of GHG emissions and consumes approximately 40% of the 

world’s energy

• Global building construction market is growing at a rapid pace, intensifying the need for innovative 

solutions to meet net zero targets in both new buildings and through renovation of existing buildings

Overview

The Role of Real Estate in GHG Emissions and Energy Consumption  
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• The World Green Building Council has said that, in order to meet the goal of keeping global warming 

below 2 degrees Celsius this century, the building sector must operate at “net zero carbon” by 2050

• To meet this goal, all new buildings and 20% of the existing building stock would need to be zero-carbon-

ready as soon as 2030

• Despite a recent drop in direct and indirect carbon emissions from building operations in 2020 — which 

was primarily a result of the COVID-19 pandemic and the decarbonization of power generation —

buildings remain “off track” to achieve carbon neutrality by 2050

Overview

Net Zero Goals for Real Estate  
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The Impact of Climate Change 

on Real Estate
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• Definition: Includes both “acute” and “chronic” risks 

− Acute risks are event-driven and may relate to shorter term extreme weather events, such as hurricanes, floods, 

and tornadoes, among other events.

− Chronic risks relate to longer term weather patterns and related effects, such as sustained higher temperatures, sea 

level rise, drought, and increased wildfires, as well as related effects such as decreased arability of farmland, 

decreased habitability of land, and decreased availability of fresh water.

• Examples: 

− Water or wind damage to buildings and land 

− Business disruption due to shutdowns of buildings

− Increasing insurance costs

The Impact of Climate Change on Real Estate 

Physical Risk  
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• Definition: Risks that arise from efforts to transition to a low-carbon economy. 

• Transition risks include risks related to government regulation, changes in consumer behavior and the 

economy more broadly, and other human responses to climate change.

• Examples: 

− Real estate investors, tenants and providers of capital showing preference for green buildings

− Increasing government regulation of GHG emissions in real estate, particularly at the local level

− Secondary risk associated with real estate supplied by carbon-intensive transportation systems or grids—the 

underlying real estate is subject to much of the same transition risks that these systems or grids are subject to

The Impact of Climate Change on Real Estate 

Transition Risk  
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The Role of Government
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• Would require disclosure about “climate-related risks” reasonably likely to have a material impact on the 

registrant’s business or financial statements

• Proposed rules require disclosure of whether a disclosed risk is a physical risk or a transition risk 

• Would require disclosure regarding governance of climate-related risks:

− Board oversight includes, among other things, disclosure regarding identity of board members or board committees 

responsible for oversight of climate risk; whether any member of the board has expertise in climate-related risks; 

and whether and how the board considers such risk as part of business strategy and oversight

− Management oversight includes disclosure regarding whether certain management positions or committees are 

responsible for assessing such risk and whether these positions or committees report to the board and how 

frequently this occurs

The Role of Government

SEC Climate Change Proposal  
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• Would require disclosure of Scope 1 and 2 GHG emissions for ALL registrants, irrespective of materiality, 

as well as related attestation requirements; Scope 3 GHG emissions only required “if material” 

• Would require certain climate-related financial statement metrics and related disclosure in audited 

financial statements, consisting of disaggregated climate-related impacts on existing financial statement 

line items (subject to audit and covered by ICFR)

• Public comment period expires in 9 days on June 17, 2022 

The Role of Government

SEC Climate Change Proposal (cont’d)   
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• In many cities, buildings account for the majority of GHG emissions. As a result, it’s not a surprise that 

regulatory requirements to decarbonize buildings have largely been focused at the local level

• NY Local Law 97 – will require most buildings over 25,000 square feet to meet new energy efficiency and 

GHG emissions limits by 2024, with stricter limits coming into effect in 2030

• Clean Energy DC Act – establishes a minimum energy performance standard for commercial and 

multifamily buildings. Buildings that fail to meet this standard will be required to improve their energy 

performance by 20% over a 5-year compliance period or take other prescriptive actions

• These laws — however well-intentioned — come with significant costs. For example, the Urban Green 

Council found that retrofitting all of the buildings covered by NY Local Law 97 would create a $16.6 billion 

to $24.3 billion energy retrofit market opportunity through 2030  

The Role of Government

Local Laws    
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Decarbonizing Real Estate
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• Embodied carbon refers to the carbon emitted to construct and maintain a building 

• The real estate sector is a major consumer of cement and steel, which combined are responsible for 

more than 10% of GHG emissions

• Other building materials — such as aluminum, glass and plastic — also contribute to a building’s 

embodied carbon footprint

• Decarbonizing the way that these materials are sourced, manufactured and delivered to building sites 

must be a critical component of any serious effort to meet net zero targets in both the construction of new 

buildings and the maintenance of existing buildings 

• In addition, the construction process itself is a significant part of a building’s overall embodied carbon 

footprint

Decarbonizing Real Estate

Reducing Embodied Carbon
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• Operational carbon refers to the carbon emitted in connection with the operation of a building—typically 

from energy used for heating and cooling (including water heating), lighting, appliances and other uses of 

electricity 

• Operational carbon can be reduced through improvements in energy efficiency and usage 

• Common strategies that can be deployed to reduce operational carbon include use of renewable energy, 

installation of LED lighting, insulation to improve building thermodynamics, window glazing and shading 

and reflective surfacing

Decarbonizing Real Estate

Reducing Operational Carbon



Eric Hinckley, Chief Technology Officer

Sustainable Living Innovations
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SLI at a Glance

By the Numbers Today

165
Patents Issued, 

Published & Pending

Who  
We Are

What  
We Do

How We
Do It

Seattle-based building technology company disrupting the built 
environment with its productized building platform 

Who We  
Do It With

Laser-focused mission to deliver a new standard of sustainable and 
smart-home living to tenants worldwide, providing unparalleled value 
to building owners and investors

12
Building Manufacturing 

Capacity Per Year At 
Current Factory

87
Employees

2008
Founded

Equity Investors Real Estate Developers Municipal Government/Not-
for-Profit Organizations

Design, manufacture and install ultra-sustainable tech-enabled buildings 
using patented technology, integrated systems and software; similar to how 
the aerospace and automotive industries manufacture and scale products



…and delivering efficiency through 
its patented panelized buildings

…while disrupting the $275 
billion per year U.S. multifamily 
housing market…

1st

Net Zero Energy
Multifamily Tower(1)

93%
Reduction in Lifecycle 

Greenhouse Gas Emissions(2)

50%
Reduction in 
Energy Use

25%
Reduction in 

Water Use

Sustainable Living 
Innovations (“SLI”) is…

….setting new standards for 
sustainability….

25%
Reduction in Design and 

Engineering Timelines

40%
Targeted Reduction in 

On-Site Labor

50% 
Targeted Faster Tower Installation 

Time Than Conventional

30% 
Reductions in Operating Costs(1) Recognized as the first Net Zero Energy Tower in the world by the International Futures Living Institute

(2) Stantec Life Cycle GHG Analysis Report – 303 Battery 
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SLI Has Been Obsessed With the Tenant Living Experience for the Last Decade 

✓Open Floor Plans

✓Floor to Ceiling Glass Sliders

✓Maximum Natural Light

✓High Quality Finishes

✓Smart Home Living

✓Sustainable Features
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(1) As of March 2022

Portfolio of 165 Patents Provides High Barriers to Entry

75
Issued Patents(1)

90
Processing & pending Patents(1)

165
Total Patents

End Cap Insulation Sheet Steel Wall Board Fasteners Plumbing Finish Wall Attachment Grid

MechanicalElectricalMetal Studs Hat Channel Finish Wall Standoffs
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Off-Site Manufacturing… … Followed by Rapid On-Site Installation

Ventilation

Air conditioningElectricalPlumbing

Fireproofing Acoustical Insulation

“Productizing” the Building Allows SLI to Efficiently Manufacture Structures in Its Factory

SLI enables parts produced in a manufactured environment that can be assembled in the field as a building

Every system that’s required in building is manufactured in this panel in SLI’s 
factory as a fully integrated part, which has never been done 

✓Declining Cost

✓More Efficient

✓ Enhanced Quality Control

✓ Safer
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2 Flexible Architecture and Designs
Standardized designs that still allow for 

the fit and feel of a custom building 5

Diverse Building Packages
Systems, amenities, and finishes 

precisely tailored to market segments

1 Desirable Living Spaces
Open, light-filled, smart-home 

management, sustainable features 4

Sustainable Systems
Redesigned central plant and 

systems are ultra efficient

3 International Code Compliance
Meets International Building Code 

standards for global expansion 6

Data and Machine Learning
Comprehensive data improves 

building performance over time 

SLI’s Innovative Panelized Buildings Are a Breakthrough in Design and Engineering 

Our “productized buildings” seamlessly integrate hardware and software to meet and exceed customer demands

Our 303 Battery Building was Awarded Most Intelligent Multifamily Building of 2021 by Realcomm
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Net Zero Buildings Today 

Roof mounted Solar P.V.

Potable water-served fan coil unit

Balcony integrated Solar P.V.

Underfloor radiant heating

Natural Ventilation

Automatic roller shades

Heat Exchanger

Vertical Solar P.V.

Daylight sensors

Occupancy sensors

Grey water to: 
a) Irrigation

b) Washing machines
c) Toilet flushing

High performance glass

Rain water harvesting

Regenerative gear elevators

Rain water harvesting

Black water

Non potable grey water

Flow hot water

Flow cold water

Grey water capturing
Note: P.V. = photovoltaic
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SLI Connect Technology Architecture Key Software Technology Overview

Tech-Enabled Building Driving Tenant and Management Satisfaction Through Operational 
Efficiencies and Benefits

Together, SLI’s technology offerings provide benefits to tenants, unique tenant/building 
management interface and lower operating expenses 

Tenant Features

• The Smart Living App allows tenants to control their apartment 

• Tenant features include: lock/unlock apartment, thermostat control, energy/water use reporting, 
and negative energy use alert (i.e., if the doors are opened and a thermostat change is 
requested, the system will alert tenant before turning on heat or AC)

Management Features

• The Facilities Management App provides the building management and facilities personnel a 
central monitor to view building health, make adjustments, understand operational 
characteristics, view historical data and understand all aspects of their asset 

• These features include: energy/water metering and reporting, unified access control system, 
periodic (e.g., monthly) building wide reporting platform, unit sensor health monitoring

Operating Expense Reductions

• No onsite management or facilities personnel are necessary

• Continuous improvement/enhancement of operations and cost savings through data collection 
and analysis from all sensors in the building combined with machine learning to optimize various 
systems over time

SLI Connect

SLI Smart Building includes:
▪ Communication hub in each unit
▪ Multiple sensors per unit
▪ Central edge computing platform

Data Warehouse
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SLI’s Building, Combined With Its Proprietary Technology, Sets a New Standard of 
Sustainable Living While Addressing Global Environmental Goals  

26% lower water footprint

80% lower GHG footprint

84% lower fossil fuel footprint

91% less waste footprint

Industry Certifications and ValidationsUnited Nations Sustainable Development Goals
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Enhanced Quality Control
Ten years of supply chain development has resulted in high quality components and sub-
assemblies

Strong Partnerships with Multiple Renowned Delivery and Supply Partners

Scalability
Only 44 types of panels needed to design and build an entire building 

Reliable Domestic Production
~85% of materials are sourced within North America

Declining Cost Curve from Bulk Purchasing Programs
Standardized designs sourced from SLI’s factory direct supply chain allows for declining                                     
construction costs over time 

Rapid On-Site Installation
70%+ of the building is manufactured off-site, reducing building assembly time in half

Delivery Partners 
SLI utilizes blue chip partners to site work and onsite installation activities 

More Precise Procurement
Pre-fabricated walls and floor panels reduces on-site skilled labor by up to 80%, shorting                                      
schedules and lowering costs

Pinpoint Delivery Scheduling
All building components are individually prearranged and stored at the factory, prior to                                     
site staging

World Class Supply Chain Best-In-Class Delivery Partners
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The ‘as-a-service’ solution to achieve

your sustainability commitments

John Carroll, Chief Executive Officer

IonicBlue



Private Sector Drivers
Companies with high ESG scores benefit from up to 6% lower cost of capital

Source: MSCI “ESG and the cost of capital”, compared to lowest-ESG-scored quintile; Monthly averages were reported over the period from Dec. 31, 2015, to Nov. 29, 2019. The average number of companies 

in the MSCI World Index and MSCI Emerging Markets Index over the analysis period was 1,552 and 960, respectively

Lower cost of capital for companies with higher ESG score

Average cost of capital per ESG quintile
Difference in cost of capital observed across sectors

Financials

Telecommunication services

43

Utilities

23

Health care

Real estate

Information technology

Consumer discretionary

Industrials

38

Consumer staples

35

Energy

Materials

55

46

43

41

39

39

39

Q2 Q3Low ESG Q4 High ESG

6.55

6.16

-6%
(39 bps)



The Race to Decarbonization - Key Global Trends*

Significantly 

accelerated trend

80% of respondents consider sustainability their top business priority ahead of increasing profitability and 

improving customer experience. This has increased by over 72% in the past 2 years

Delivering growth 

is the key driver

1. Ability to attract customers based on corporate values (71%) 

2. Part of their value proposition (63%) 

3. Ability to attract customers who make purchase decisions based on sustainable products (55%)

Technology 

investment is the 

common focus

1. Integrating onsite renewable energy (75%)

2. Upgrading old systems to improve efficiency (70%) 

3. Engineering more sustainable operations (70%)

Targets are high 

and dates are soon

85% of organizations have long term carbon emission or energy reduction goals but very few have net zero 

targets for themselves (13%).  The average target date for achieving goals is 2024. 

Certifications are a 

central plan

98% of companies plan to pursue a sustainability certification. From the wide range of certifications available 

globally 70% of respondents are pursuing at least one type of LEED certification. 

Challenges relate 

to measurement 

abilities

1. Internal alignment on what and how to track (48%)

2. Data too siloed (43%) 

3. Lack of in-house expertise (39%)

*This study was commissioned by Johnson Controls and conducted by Forrester Consulting. Johnson Controls collaborated on the survey questions and design, 

but Forrester retained final editorial control - Surveying over 2,300 senior sustainability strategy leaders globally in Sept 2021.



Flexible Models to achieve Sustainability Goals

Service Provider

Responsibilities

Owner

Risks

Goal Setting and Advisory Services Monthly Service Payment

Safe, Secure, Healthy Environments Energy Commodity Cost

Digitally Enabled Environments

Efficient Infrastructure

Sustainable Operations

Distributed Energy Resources

Renewable Energy Supply Services

Certify and Recognize Impact

Service Provider

Responsibilities

Owner

Risks

Install & Commission Goal  Setting and Advisory Services

Safe, Secure, Healthy Environments

Digitally Enabled Environments

Efficient Infrastructure

Sustainable Operations

Distributed Energy Resources

Renewable Energy Supply Services

Certify and Recognize Impact

Traditional Model (Equipment Financing)

Owner

Vendors & 

Services

Contractors Consultants

O&M Staff

Energy-as-a-Service Model with Risk Transfer

Focus on your goals with guaranteed outcomes

Partner

Client

✓Performance Based

✓Predictability 

✓ Innovation

✓Risk Transfer

✓ Accelerated Delivery

✓ Asset Preservation

✓ Accountability

Goal Alignment 
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IonicBlue | The Total Solutions Approach

Risk Transfer with Guarantee 

▪ Construction, operational and 

financial risk transfer backed by 

guaranteed performance, reliability 

and annual operational savings

Flexible Delivery Methods

▪ Net zero and decarbonization 

offerings that can be implemented 

through flexible delivery methods

Turnkey Solution

▪ One-stop-shop for energy and 

infrastructure solutions, leveraging 

over 135 years of global experience

Highest Loan-to-Value Financing

▪ Widest array of adaptable finance 

solutions that provides simplified 

access to capital  

Enables you to pursue responsible environmental sustainability solutions with a financial vehicle that preserves 

capital and creates value at the core of your business.
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The Opportunity – The “Green Premium”
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• “Climate-related conditions and any transition to a lower carbon economy 

may also present opportunities for companies and investors. The proposed 

rules would define “climate-related opportunities” to mean the actual or 

potential positive impacts of climate-related conditions and events on a 

registrant’s consolidated financial statements, business operations, or value 

chains, as a whole. Efforts to mitigate or adapt to the effects of climate-

related conditions and events can produce opportunities, such as cost 

savings associated with the increased use of renewable energy, 

increased resource efficiency, the development of new products, 

services, and methods, access to new markets caused by the 

transition to a lower carbon economy, and increased resilience along 

a registrant’s supply or distribution network related to potential 

climate-related regulatory or market constraints. A registrant, at its 

option, may disclose information about any climate-related opportunities it 

may be pursuing when responding to the proposed disclosure requirements 

concerning governance, strategy, and risk management in connection with 

climate-related risks.”

The Opportunity – The “Green Premium” 

Even the SEC Acknowledges That the Energy 

Transition Presents Opportunities… 

Quote from the SEC’s 

Proposing Release on 

Mandatory Climate 

Disclosures, issued 

on March 21, 2022
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• According to Calvert Research and Management, buildings with green certifications (such as LEED, 

EnergyStar and Fitwel) are often in higher demand and enjoy a rent premium 

• Another analysis suggests that green certifications in real estate yield a sales premium of 7.6% and a 

rent premium of 6.0%

• A survey conducted by JLL found that 63% of leading investors “strongly agree” that green strategies can 

drive higher occupancy, higher rents, higher tenant retention and overall higher value

The Opportunity – The “Green Premium”

…and the Data Back It  Up
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• Greener buildings are often better positioned to receive more favorable financing terms, since they are 

more attractive to lenders seeking to fund environmentally friendly projects or provide capital to 

companies pursuing sustainability goals

• The Climate Bond Initiative reported that 30% of the proceeds of green debt were allocated to green 

building projects in 2021 

The Opportunity – The “Green Premium”

Green Financing in Real Estate 
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The Path Ahead
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• Early evidence indicates that significant capital investment in real estate can serve the dual purposes of 

achieving profitability for real estate investors while also moving the world toward a lower-carbon 

economy

• Real estate investors and operators, government actors and society at large are likely to continue driving 

this process forward, and continued investment and technological innovations are almost assuredly key 

components to achieving the ultimate goal

• In light of the ever-increasing regulatory attention to ESG-related disclosures and product claims, it will 

be important for the industry to continue to develop verifiable metrics for performance and create robust 

internal compliance systems to track their progress 

The Path Ahead 
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