In conversation with José Snyders

Liberty Two Degrees

L2D

sets its sights on long-term
value creation with ESG
strategy
Interviewed by Tony Korsten
Written by Ana Lorton

Integrating ESG criteria into property portfolios
has become a mainstream focus for many
companies. Liberty Two Degrees (L2D) is
one such company, and if there’s anyone
who understands how having an effective
ESG policy positively impacts on the cost of
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capital it’s José Snyders, financial director
at L2D. He spoke to Asset at length about
how ESG practices have been incorporated
into L2D’s strategic processes, what these
practices are and how the approach is paying
dividends for this listed entity.
“ESG was once considered to be a niche
corner of the investment universe,” he says,
“but now both regulators and investors
are focused on ESG-related disclosure
requirements, particularly on climate change
as well as Board and workforce diversity.
Since L2D’s incorporation of ESG factors
into our long-term strategic planning and our
subsequent communication to investors in
this regard, the feedback is that we provide
a more complete picture of our prospective
value and business sustainability.
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n MSCI Inc. research paper released
in 2020 presented the findings of
a lengthy study into ESG and the
cost of capital. According to Ashish
Lodh, vice-president, Applied Research
at MSCI Inc., “Companies with high ESG
scores, on average, experienced lower costs
of capital compared to companies with poor
ESG scores in both developed and emerging
markets during a four-year study period. The
cost of equity and debt followed the same
relationship.”
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Implementing an ESG strategy starts with
a consideration of the end goal. For L2D
this encompasses managing all resources
– including human resources – in ways that
maximise value for all stakeholders. Key

Liberty Two Degrees

considerations include ethical parameters
and values; positive environmental and social
impacts; how ESG factors play a key role in
broader financial performance, and compliance
with regulations and legal requirements.

“Better operational performance due to good
sustainability practices will ultimately result
in lower cost of capital and a more readily
available and diverse pool of capital. In
addition, forward-thinking investors may, for

example, consider whether a company’s poor
record on labour practices could result in
costly disruptions from a strike or regulatory
action, or a consumer boycott. They may
question whether a Board’s structure allows
it to make the best decisions for all of the
company’s stakeholders and whether it is
diversely experienced enough to consider
a broad range of perspectives. ESG has
become inextricably linked to both corporate
and investment performance.”
José describes L2D’s malls as trading and
experiential “ecosystems”, and stresses
the importance of ensuring that they have a
positive impact on the natural environment.
The entire L2D property portfolio is Green
Star rated, he tells Asset, with the jewel in
its crown – Sandton City – 6 Star rated and
all other retail centres 5 Star rated. While
he acknowledges that this is a remarkable
achievement, he is quick to point out that
the company is keenly focused on what real
benefits to the portfolio are derived from
investing capital in green practices.
“ESG principles are clearly important but we
have a responsibility to ensure that we find
a balance between the capital we invest in
them and the hard commercial benefit of
better efficiencies and greater savings. As
an example, utility and rates bills are a huge
expense item and are increasing annually.
The only way we can counteract these
increases is by becoming more efficient.

Solar-powered 11 metre-high trees
at Eastgate Shopping Centre
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“We have implemented smart water and smart
electricity meters throughout our portfolio to
accurately measure tenants’ consumptions of
utilities and better understand the malls usage
of utilities in common areas.
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Baseline data which has been established
on water and energy consumption translates
into water and electricity intensity metrics,
constantly providing a "true North" on
improvements.
In addition, we have agreed a green lease
with our tenants, committing to the reduction
of energy and water consumption as well as
waste management monitoring and reporting.
We are also actively working towards net
zero waste by 2021, net zero water by 2025
and net zero energy by 2030, ensuring that

our malls reset, co-create and redefine
customer experience responsibly.
“The use of technology, to provide better
insights into the performance of our assets,
gives us the confidence to make real-time
data-driven decisions by identifying outliers
and finding cost-saving opportunities
and capital investment projects to create
efficiencies. This ensures that we not
only perform better and are able to report
seamlessly, but the tracking itself ensures
that the building is managed better.”

Sandton City reverse vending machine
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L2D’s specialist data analysis team gathers
and interprets data to enable the development
of actionable steps that will improve processes
and optimise results. The company also engages
external service providers for other data
gathering and analysis using AI cameras and
foot-counting technology, and is currently
piloting a MallComm app at its retail centres to
facilitate improved engagements with tenants.
Notable improvements in efficiencies and the
achievement of Green ratings all score well
with the market and investor pools. For L2D,
communicating ESG progress and achievements
is vital and puts the company “on the radar” for
capital, says José. For a listed company such
a L2D, the ability to attract capital is critical to
the ongoing growth and success of its portfolio,
which in turn feeds into better dividend payout
prospects for its shareholders.
“The rewards are there for investors. We
don’t always get the same level of ROI on
all projects but when you look at your ESG
strategy holistically, it’s about making the
business sustainable into the future and
attracting investor appetite. There is a driving
demand amongst players in the investment
market for better long-term financial value
and an enhanced alignment with ESG criteria.
ESG reporting has the potential to unlock
a significant amount of information on the
management of a company and improve its
resilience when pursuing long-term value
creation.”
The implementation of the social ‘pillar’ of ESG
is multi-faceted, and is anchored by L2D’s
people: the people of the regional communities
in which L2D operates; its employees; its
suppliers and partners, and its customers.

78
78

Asset
Asset Magazine
Magazine •• Issue
Issue 96
96

L2D's new offices at Nelson Mandela Square
Issue 96 •• Asset
AssetMagazine
Magazine

79
79

In conversation with José Snyders

Liberty Two Degrees

“Supporting sustainable and inclusive
economic growth within the regions in which
we operate is imperative for our business. We
are committed to actively serving, investing
in, and supporting our communities while
recognising the larger stewardship role that
our organisation must play,” José emphasises.
“Development of the people inside our
business is another imperative. Currently
70% of our head office staff are women, and
we score highly as a Level 2 BEE contributor.
However, we go beyond this in terms of our
philosophy by encouraging L2D employees to
work towards a conscious accountability of
how we can all be guided by ESG principles
to create positive outcomes for our country.”
ESG criteria guide L2D’s procurement policies
as it seeks out suppliers and service providers
whose policies and practices are in synergy
with L2D’s approach. And while it’s never
easy to dictate to people how to run their
businesses, “Remain disciplined in your
expectations and score according to your
desired outcomes and you’ll get there,” José
says. “ESG is not a short-term game. Adopt
the attitude that you will build it one brick at a
time. It’s important to develop awareness of
and empathy towards different perspectives.”
The comfort and safety of customers,
employees, suppliers and service providers
has been paramount since inception and L2D
has gone to world-class lengths to achieve
this. L2D has also provided an additional "safe
return to work" environment for its people in
the wake of the COVID-19 pandemic. Sandton
City Precinct and Eastgate Shopping Centre
were both SHORE certified and internationally
recognised as safe retail destinations by the
globally recognised certification body SAFE
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The Sandton City precinct and
Eastgate Shopping Centre are
Africa’s only SAFE certified retail
destinations, scoring the highest
global safety and security rating
against 180 international assets.
Photo: from left to right:
• John Cave – group head:
safety and security
• Jonathan Sinden – chief
operations officer, Liberty
Two Degrees
• Erik Engstrand – chief
executive officer, SAFE
Asset Group
• Nikiwe Mkhabela – asset
management executive,
Sandton City
• Kelly Belman – general
manager, Eastgate Shopping
Centre

Asset Group. They were each awarded Gold
Level Excellence for their ability to prevent,
adapt, respond to, recover and learn from
operational disruptions. Furthermore, Sandton
City scored the highest global safety and
security rating against 180 international
assets. “With our portfolio certified as fully
COVID Compliant by SAFE Asset Group, we
confirm our commitment to delivering the best
possible experience to our shoppers, tenants
and service providers,” José adds.
L2D’s diverse Board composition,
dominated by non-executive directors,
allows for a wide spectrum of perspectives
on the business. L2D prides itself on the

blend of gender, race and experience
represented on its Board. The Board’s
responsibility as custodian of an ethical
culture across all company operations,
and of transparent financial reporting
is of paramount importance. Good
corporate governance and strict reputation
management entrench legitimacy and
maintain investor traction, says José.
A laser-like focus on the ESG principles which
inform its decision-making – and ultimately its
future – is how L2D aims to secure its long-term
sustainability. José admits that for a corporate
to fully embrace ESG is a challenge, but a
necessary one if it is to both survive and thrive.

“If you strip it down, ESG revolves around the
principle of being a good corporate citizen.
L2D’s philosophy as a company is fully in
alignment with this. It is rooted in fairness;
in doing a good job which benefits all the
stakeholders to whom we are accountable; in
maintaining a safe and healthy environment
in our real estate assets and surrounding
environment; in providing equal opportunities
for all; and in the broader context of South
Africa, contributing both to the economy and
to the social fabric of our communities. It’s an
enormous amount for a corporate to take on
board, but at leadership level it’s something we
want and are determined to do.” A+
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