REALTY INCOME GREEN FINANCING FRAMEWORK

JU N E 2 02 1

R EA LTY IN COME GR EEN FIN A N CIN G FR A MEWOR K

Realty Income Overview

1

Environmental, Social and Governance
(ESG) Strategy

1

Green Financing Framework

2

Use of Proceeds

2

Process for Project Evaluation
and Selection

4

Management of Proceeds

4

Reporting

4

External Review

5

Disclaimer

5

R E A LT Y I N C O M E G R E E N F I N A N C I N G F R A M E W O R K | J U N E 2 0 2 1

Realty Income Overview

Environmental, Social and Governance
(ESG) Strategy

Realty Income Corporation (NYSE: O), known as
The Monthly Dividend Company®, is an S&P 500

We believe we all have a shared responsibility

company dedicated to delivering dependable cash

to our community and the planet. As a leading

dividends generated from freestanding net leased

company in the REIT industry, we feel we have

real estate assets. We are headquartered in

a role to play in driving positive change and we

San Diego, California, where we manage a portfolio

are committed to exploring ways in which we can

of properties across 56 industries in 50 U.S. states,

partner with our clients to realize this objective.

Puerto Rico, and the United Kingdom*. A net lease

This sense of responsibility spans ESG dimensions

typically requires the client to be responsible

where we maintain operating control and where

for monthly rent and certain property operating

we can inspire action throughout our value chain,

expenses including property taxes, insurance,

including acquisitions, underwriting research,

and maintenance.

property management, leasing, and development.

Since our founding in 1969 through March 31, 2021,

With the publishing of our inaugural 2020

we have grown our market capitalization to more

Sustainability Report we have defined our

than $32 billion, total portfolio annualized contractual

strategic objectives and have implemented

rent to over $1.7 billion, and the real estate portfolio

policies, procedures, and management systems

to over 6,600 properties. We have a team of

to support our journey. We see an opportunity for

223 employees as of April 2021. Our investment

us to make an impact and we are confident in our

strategy is primarily focused on retail and industrial

ability to stay mindful of the issues that matter

properties. As of March 31, 2021, approximately

most. Our key environmental objectives include:

84% of our total portfolio annualized contractual

• Reducing the environmental footprint 		

rent was generated from retail and approximately

		 within our organization

11% from industrial properties.
• Reducing the carbon footprint of our portfolio
Realty Income is the ninth largest global REIT as
• Increasing the sustainability performance 		

measured by equity market capitalization among the

		 of our portfolio

FTSE EPRA Nareit Global REITs Index constituents**.
In addition, since our public listing on the New York

As we grow our sustainability efforts, we plan

Stock Exchange under the ticker symbol “O” in 1994,

to leverage our size and expand our client

through March 31, 2021, we have delivered 15.2%

engagement effort to achieve shared goals.

compound average annual total shareholder return.

We intend to achieve this by enhancing client

We remain proud to be one of seven U.S. REITs with

partnerships, working with strategic real estate

at least two ‘A’ credit ratings by the major rating

partners to identify and prioritize emissions

agencies with ratings of A3/A- by Moody’s Investors

reductions initiatives, scaling collaborative

Service and Standard & Poor’s Ratings Group,

asset-level projects with our clients, and

respectively**.

continuing to strengthen our governance
structure and legal processes to expedite
opportunities across our portfolio.

* As of March 31, 2021
** As of June 10, 2021
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Green Financing Framework

Our sustainability strategy follows a people centered
approach based on our intent to deliver shared value

The International Capital Market Association’s

for all stakeholders. We believe we can meet this

(ICMA) 2021 Green Bond Principles (the “ICMA

objective by integrating our commitment to addressing

Principles”) are a set of voluntary guidelines that

key ESG impacts with our business priorities. We are

seek to promote integrity in the development

confident that our efforts will result in:

of the green bond market. These principles

• Demonstratable value to the investment 		

support several of the United Nation’s

		 community

Sustainable Development Goals.

• Improved operations across our portfolio

It is Realty Income’s intention to develop this

		 to drive efficiencies and effectiveness

Framework as a foundation for our sustainable
business practices going forward. This Framework

• A business culture where employees
		 feel good about impacting the outside world

follows the ICMA Principles, which provide

		 in a positive manner

guidelines in four key areas:
1. Use of Proceeds

• Capital strength, while also inspiring partners,
		 clients, and third-party providers

2. Process for Project Evaluation and Selection

• Advancing our position as ESG leaders 		

3. Management of Proceeds

		 in the net lease sector

4. Reporting

Investing responsibly is a core competency that
supports our goals of creating long-term value

Use of Proceeds

for all stakeholders – our shareholders, clients,

Realty Income will allocate an amount equal to

employees, and community – and driving the

the net proceeds of any green bond issued by the

delivery of dependable monthly dividends that

Company to finance or refinance, in whole or in

increase over time.

part, new or existing Eligible Green Projects in the

To demonstrate our commitment, we enhanced

categories set forth below and in accordance with

our disclosure efforts by reporting to CDP

the International Capital Markets Association (ICMA)

(formerly referred to as the Carbon Disclosure

Green Bond Principles 2021. Eligible Green Projects

Project), GRESB (formerly known as the Global

are expected to be located throughout the countries

Real Estate Sustainability Benchmark), S&P Global

in which we operate and include existing Eligible

SAM Corporate Sustainability Assessment (CSA),

Green Projects that have been funded by Realty

the Bloomberg Gender-Equality Index (GEI),

Income within the 36 months prior to the date of the

Institutional Shareholder Services (ISS), MSCI,

applicable Green Bond issuance and Eligible Green

and Sustainalytics, and by publishing our first

Projects acquired or developed post issuance. This

Sustainability Report in April 2021.

lookback period closely aligns with the introduction
of our robust external stakeholder engagement
program on ESG and sustainability topics. Categories
of Eligible Green Projects, as well as the alignment
of those projects with United Nations Sustainable
Development Goals (“UN SDG”), are as follows:
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CATEGORY

DESCRIPTION

UN SDG ALIGNMENT

Green Buildings

Eligible green building projects include investments in the acquisition, construction,
development, financing or refinancing of properties (retail and industrial) that have received,
or are expected to receive one of the following green building certifications (or other
equivalent green certifications) or energy ratings in the three calendar years prior to the year
of issuance of the applicable Green Bonds or during the term of the applicable Green Bonds:
LEED: Silver, Gold or Platinum.
BREEAM: Very good, Excellent or Outstanding.
DGNB: Silver, Gold, or Platinum.
ENERGY STAR: ENERGY STAR certification or an ENERGY STAR rating of 75 or higher.
Energy Performance Certificate (EPC): EPC grade of B or greater.
Green Globes: 3 or 4 Globes.
HQE: Very Good (Very Performant), Excellent, Exceptional.
The levels of green building certifications above have been determined to support our
core property types (retail and industrial).

Energy Efficiency

Eligible energy efficiency projects include upgrades to properties that are designed
to have expected energy efficiency gains of at least 25%. Examples include
LED lighting upgrades and other energy efficient lighting, cool roof installations,
HVAC and chiller replacements and other technologies known to improve
energy efficiency.

Clean Transportation

Acquisition, development, construction and/or installation of clean transportation
infrastructure such as electric vehicle charging stations or bicycle facilities.

Renewable Energy

Purchase of renewable energy pursuant to power purchase agreements or
virtual power purchase agreements; expenditures and/or investments related to
Renewable energy systems, including but not limited to solar panel installations
and battery storage systems.

Sustainable Water
and Wastewater
Management

Eligible water efficiency projects include upgrades to properties that are designed
to have expected water efficiency gains of at least 20%. Examples include smart
irrigation systems, installation of low flow fixtures, xeriscaping (drought-tolerant
landscaping), and utilization of WaterSense fixtures and other technologies known
to improve water usage efficiency.

Pollution Prevention
and Control

Projects aimed at reduction of air emissions, greenhouse gas control,
waste reduction and prevention, and soil remediation.

Climate Change
Adaptation

Investments in early warning systems and information support systems,
as well as property improvements, resilience, and retrofits.

UN Sustainable Development Goal 17, on Partnerships, is the cross-cutting foundation for all our activities.
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Process for Project Evaluation
and Selection

selected in accordance with the use of proceeds
criteria and process for project evaluation and
selection described above. As long as any Green

Eligible Green Projects for green bond allocation

Bonds are outstanding, we will track the allocation

will be evaluated and selected by members of

of the net proceeds from such Green Bonds to

Realty Income’s Green Bond Committee (or a

identified Eligible Green Projects using our internal

subcommittee thereof), based on the criteria set

accounting system. We intend to continue to add

out in this Framework. The Green Bond Committee

projects to the Eligible Green Projects pipeline to

consists of our Chief Financial Officer, Head of

ensure that, over time, the net proceeds from each

Sustainability, Head of Corporate Finance, and other

Green Bond financing will be allocated to financing

Senior members of Realty Income’s Sustainability,

or refinancing Eligible Green Projects. Pending

Capital Markets and Accounting teams.

allocation of such proceeds to Eligible Green

The Green Bond Committee will intend to adhere

Projects, we may temporarily use all or a portion

to Realty Income’s processes to identify and

of the net proceeds to repay any outstanding

mitigate material risks of negative social and/

indebtedness or for liability management activities

or environmental impacts arising from Eligible

or invest such net proceeds in accordance with

Green Projects. At the asset level, our team plans

our cash investment policy. An external auditor,

to identify, analyze, and, if applicable, manage

appointed by Realty Income, will verify, on an

potential environmental risks as part of the

annual basis, the proceeds allocated and the

acquisition due diligence process and throughout

remaining balance.

the term of the applicable leases with a focus on

Reporting

increasing the return on investment. It is Realty
Income’s intention to carry out Eligible Green

Realty Income will report on the allocation of the

Projects without negative impacts in the areas

net proceeds of each Green Bond issuance annually

of climate change mitigation, climate change

until full allocation of the net proceeds or until the

adaptation, pollution prevention and control,

applicable Green Bonds are no longer outstanding.

and the protection and restoration of biodiversity

The first report will be published on the sustainability

and ecosystems.

page of the company’s website within one year of
issuance. The reporting will include:

In addition, Realty Income intends to align with
market best practices and legislation in the

• A list of Eligible Green Projects funded,

jurisdictions we operate in.

		 subject to confidentiality considerations

Management of Proceeds

• Total amount of proceeds allocated

We intend to allocate an amount equal to the net

• The balance of unallocated proceeds

proceeds from each issuance of Green Bonds under

An external auditor, appointed by Realty Income, will

this Framework to the financing and refinancing of

verify the net proceeds allocated and the remaining

recently completed (within the prior 36 months),

balance on an annual basis until full allocation.

current and/or future Eligible Green Projects,
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In addition to allocation reporting, Realty Income

to comply with such reporting commitments

intends to provide information on selected projects

or any other commitment or undertaking under

and, where applicable, to include quantification of the

this Framework.

environmental benefits of the Eligible Green Projects
funded using key performance indicators (KPIs)

External Review

such as the following:

The second party opinion (SPO) provider, DNV,

• Green Buildings: level of certification reached,

has reviewed the Green Financing Framework

		 energy rating, or environmental performance

and certified its alignment with ICMA’s Green

		 achieved.

Bond Principles 2021. The SPO is available on the
• Energy Projects: renewable energy installed 		

sustainability page of Realty Income’s website.

		 (kW, MW), renewable energy generated
Upon full allocation of the net proceeds from a

		 (kWh, MWh), energy saved aggregate (kWh),

Green Bond issuance, an independent party will

		 water use savings (gallons), greenhouse

verify that the net proceeds have been allocated

		 gas emissions avoided.

to Eligible Green Projects. Such verification will
It will not be a breach of, or default or event of

be published on the sustainability page of Realty

default under, the agreements or instruments

Income’s website and/or in the Sustainability Report.

governing the Green Bonds if Realty Income fails

DISCLAIMER

The information contained in this Green Financing Framework is current as of the date of this document and is subject to
change without notice. The Company does not assume any responsibility or obligation to update or revise any statements
herein, regardless of whether those statements are affected by the results of new information, future events or otherwise.
The material provided herein is for informational purposes only. It does not constitute an offer to sell or a solicitation of
an offer to buy any securities.
F O R WA R D LO O K I N G S TAT E M E N T S

This Green Financing Framework contains “forward-looking statements”. Forward-looking statements involve known and
unknown risks, which may cause our actual future results to differ materially from expected results. These risks include,
among others, general economic conditions, domestic and foreign real estate conditions, client financial health, the availability of capital to finance planned growth, volatility and uncertainty in the credit markets and broader financial markets,
changes in foreign currency exchange rates, property acquisitions and the timing of these acquisitions, the structure,
timing and completion of the announced mergers between us and VEREIT, Inc. and any effects of the announcement,
pendency or completion of the announced mergers, including the anticipated benefits therefrom, charges for property
impairments, the effects of the COVID-19 pandemic and the measures taken to limit its impact, the effects of pandemics
or global outbreaks of contagious diseases or fear of such outbreaks, our clients’ ability to adequately manage their properties and fulfill their respective lease obligations to us, and the outcome of any legal proceedings to which we are a party,
and other risks and uncertainties described in our filings with the Securities and Exchange Commission. Consequently,
forward-looking statements should be regarded solely as reflections of our current operating plans and estimates. Actual
operating results may differ materially from what is expressed or forecast in this presentation. We undertake no obligation
to publicly release the results of any revisions to these forward-looking statements that may be made to reflect events
or circumstances after the date these statements were made. For a discussion of some of the risks and important factors
that could affect the Company’s future results and financial condition, see “Risk Factors” and “Special Note Regarding
Forward-Looking Statements” in the Company’s most recent Annual Report on Form 10-K, and, if applicable, in the Company’s subsequent Quarterly Reports on Form 10-Q. For a discussion of some of the risks relating to the proposed mergers between us and VEREIT, Inc., see the Company’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on June 4, 2021, and any amendments thereto.
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