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Building Real Estate Resilience in a Changing World
Corporate real estate faces simultaneous pressures: physical climate risks, tightening regulatory demands on energy performance 
and carbon reporting, economic volatility, and the structural shift to hybrid working — all against a backdrop of rising insurance 
costs and growing investor scrutiny.

Resilience — the ability to absorb shocks, adapt, and continue delivering value — has moved from strategic aspiration to business 
imperative. This report sets out a framework across four pillars: physical and climate adaptation, financial and portfolio 
management, technology and operational continuity, and workforce and occupier strategy.
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Three Categories of Risk
CRE resilience addresses three overlapping risk categories. Organisations that focus only on one while ignoring others are not 
building genuine resilience.

🏢 Physical Risk
Direct impacts from climate events 
— flooding, extreme heat, storms, 
subsidence, coastal erosion. Already 
priced into insurance premiums and 
beginning to appear in property 
valuations in high-exposure 
locations.

⚖️ Transition Risk
Financial and regulatory 
consequences of the shift to a low-
carbon economy. MEES tightening, 
CSRD obligations, UK SRS from 2027, 
carbon pricing, and the reputational 
consequences of holding stranded 
assets.

⚙️ Operational Risk
Disruption to occupancy, business 
continuity, supply chains, and 
workforce productivity. Hybrid 
working, cyber threats to smart 
building infrastructure, and data 
centre dependency are all 
increasingly relevant.

Key resources: CBRE UK Sustainability Mid-Year Review 2025 | UKGBC Net Zero Framework
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https://www.cbre.co.uk/insights/books/uk-real-estate-market-outlook-mid-year-review-2025/sustainability
https://www.ukgbc.org/


SECTION 01 — LEGISLATIVE CONTEXT

The UK & EU Regulatory Landscape
Understanding the regulatory environment is about anticipating which assets will become unlettable, which disclosures will become mandatory, 
and where capital allocation will be reshaped. The landscape is moving fast — and the gap between early and late movers is widening.

Legislation Impact on Real Estate

MEES (2015) All commercial leases must hold EPC E minimum (since April 2023). Fines up to £150,000. 13,000+ 
commercial properties in England and Wales still rated F or G.

SECR (2019) Large UK companies must disclose Scope 1, 2 and some Scope 3 emissions. Applies to quoted 
companies and large unquoted companies (>250 employees or >£36m turnover).

TCFD Mandatory for premium-listed companies, large asset managers, and occupational pension 
schemes since 2022. Requires disclosure across Governance, Strategy, Risk Management, and 
Metrics & Targets.

Climate Change Act 2008 (amended 
2019)

Legal target of net zero by 2050 and 78% reduction by 2035. Sets the overarching legislative 
framework driving all subsequent property regulation.

Energy Act 2011 / Building 
Regulations 2010

Underpins MEES framework. Future Homes Standard expected in 2026 will introduce mandatory 
solar and stricter fabric standards.
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SECTION 01 — LEGISLATIVE CONTEXT

Upcoming UK Legislation
Upcoming Legislation Impact on Real Estate

Commercial MEES Uplift — EPC B by 2030–2035 CBRE analysis (2025) confirms EPC B requirement for commercial properties. Currently only 15% 
of offices meet EPC B. Retrofit demand will surge, driving up contractor costs for late movers.

UK Sustainability Reporting Standards (UK SRS) 
— from 2027

Replaces TCFD-aligned rules for listed companies. Based on IFRS S1 and S2. FCA consultation 
(CP26/5) proposes mandatory climate disclosures from 2027; Scope 3 on 'comply or explain' from 
2028.

Future Homes Standard — expected late 2026 New building regulations for residential. Mandatory solar confirmed. Stricter fabric performance 
requirements. Will reshape new-build residential development economics significantly.

UK Green Taxonomy — in development UK equivalent of EU Taxonomy, classifying which economic activities are 'green'. Will directly 
affect which property investments qualify for green finance and ESG fund mandates.

Only 15% of UK offices currently meet EPC B. The retrofit pipeline must begin now — contractor capacity is already constrained and costs will rise 
sharply as the deadline approaches.
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SECTION 01 — LEGISLATIVE CONTEXT

EU Legislation Affecting UK Operators
EU Legislation Impact on Real Estate

CSRD — in force 2025–2028 Mandatory double-materiality sustainability reporting. Phase 1: large listed EU companies (2025 reports). 
Phase 2: all large EU companies >250 employees (2026 reports). Phase 4: non-EU companies with 
>€150m EU turnover (2029). UK developers and investors with EU operations are already in scope.

EU EPBD (recast 2024) Zero-emission new buildings from 2030 (EU). Worst-performing 16% of building stock to be renovated. 
Life-cycle carbon disclosure from 2028 for buildings >2,000m². Smart Readiness Indicator mandatory 
assessments.

SFDR EU fund-level sustainability disclosure. Affects UK asset managers raising capital from EU investors. 
Article 8/9 classification of real estate funds increasingly scrutinised by EU institutional capital.

EU Taxonomy Regulation 'Do No Significant Harm' criteria for real estate investments. Affects UK developers and investors 
seeking green bond or sustainability-linked loan financing from EU capital markets.

⚠️ The brown discount is no longer theoretical. CBRE valuers report transactions falling through in 2025 due to difficulty insuring assets against 
physical climate risks, and documented underperformance in valuations for energy-inefficient assets.
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SECTION 02 — PHYSICAL RESILIENCE

Physical & Climate Adaptation
Physical resilience requires moving from reactive maintenance to proactive, risk-based asset management informed by asset-level climate data.

Flood Defences
Flood barriers, raised thresholds, waterproofed basements, sump 
pumps, and surface water management. Critical for assets in flood 
zones 2 and 3. CBRE notes insurance unavailability for unprotected 
high-risk assets in 2025.

Overheating Mitigation
External shading, reflective and green roofs, enhanced natural 
ventilation, phase-change materials. Increasingly relevant as UK 
summer temperatures rise — 2022 saw UK temperatures exceed 
40°C for the first time.

Wind & Storm Resilience
Facade inspection and certification, glazing specification upgrades, 
roof securing, and cladding attachment reviews. Particularly 
relevant following increased extreme wind events.

Subsidence Monitoring
IoT sensors and periodic structural surveys for assets on clay soils or 
in areas of historical mining. Increasingly important as drought-
flood cycles intensify clay shrink-swell behaviour.
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SECTION 02 — PHYSICAL RESILIENCE

Energy Efficiency & Retrofit
MEES-driven retrofit is both a physical resilience measure and a regulatory compliance requirement. The retrofit pathway must be planned now — 
contractor capacity is already constrained and costs will rise as demand surges near the compliance deadline.

Measure EPC Impact Cost Range Payback Priority

LED lighting & controls Up to +2 bands Low–Medium 2–4 years High — immediate, low-risk

BMS recommissioning Moderate Low 1–3 years High — no capital, quick win

HVAC upgrade/replacement Up to +1 band Medium–High 3–7 years Medium-High — programme in 
advance

Building fabric insulation +1–3 bands High 7–15 years High for EPC B compliance

Heat pump replacement +2–4 bands High 8–15 years Critical for net zero trajectory

Rooftop solar PV Significant Medium 5–10 years High — PPAs available at zero 
capex

EV charging infrastructure Indirect Low–Medium Via user fees Regulatory requirement (new 
buildings)
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SECTION 02 — PHYSICAL RESILIENCE

Passive Survivability
Passive survivability refers to a building's ability to remain habitable without active 
mechanical systems — during power outages, extreme heat events, or 
infrastructure failure. It is an increasingly important design consideration and a 
differentiator for assets used by critical operational occupiers.

Enhanced Insulation

Reducing heat gain and loss to maintain comfortable internal temperatures 
passively.

Cross-Ventilation & Thermal Mass
Design features that regulate temperature without mechanical 
intervention.

Backup Power Systems
Microgrids, battery storage, and on-site generation for operational continuity 
during grid outages.

Resources: CBRE UK Sustainability Insights 2025 | UKGBC Climate Resilience Guidance
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SECTION 03 — FINANCIAL RESILIENCE

Financial & Portfolio Resilience
Financial resilience is about structuring portfolios, leases, and balance sheets to absorb shocks without forced asset sales or 
covenant breaches, while maintaining flexibility to respond to regulatory tightening and market shifts.

Asset Class Diversification
Spreading investment across office, 
industrial, logistics, living, and 
alternatives reduces sector-specific 
risk. Industrial and logistics have 
outperformed through post-Covid 
disruption; living sectors offer 
inflation-linked income.

Geographic Diversification
Assets in high flood-risk, high heat-
stress, or coastal erosion zones carry 
increasing physical risk premiums 
and insurance difficulty. Geographic 
spread across lower-risk locations 
reduces portfolio exposure 
concentration.

Green Premium Capture
CBRE and JLL data consistently show 
5–15% rental premiums for well-
certified, energy-efficient buildings. 
Investing in EPC B/A buildings today 
captures the green premium and 
avoids the brown discount — a 
double financial benefit.
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SECTION 03 — FINANCIAL RESILIENCE

Lease Structure & Flexibility
Structure Description Who Benefits

Core-and-Flex Model Long-term core lease for HQ plus flex/serviced 
office for headcount fluctuation management

Tenants — operational agility without full long-
term commitment

Break Clauses Negotiated break rights at 3–5 year intervals. 
Increasingly standard expectation from 
corporate tenants

Tenants — exit flexibility. Investors/developers price 
in via yield premium

Sale-and-Leaseback Company sells owned asset to investor and 
leases back, releasing capital for operations

Occupiers — capital release. Investors — secure 
income with credit-worthy tenant

Green Lease Provisions Lease clauses mandating data sharing, fit-out 
standards, and sustainability cooperation

Both parties — regulatory compliance, operational 
cost savings, ESG value

Sustainability-Linked 
Rent

Rent adjustments linked to achievement of 
agreed energy or carbon reduction targets

Both — aligns landlord-tenant incentives on 
sustainability performance
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SECTION 03 — FINANCIAL RESILIENCE

Green Finance & Alternative Financing
The green finance market for UK commercial real estate has grown significantly. 
Green bonds, sustainability-linked loans, and ESG-labelled fund structures all offer 
potential cost-of-capital advantages for qualifying assets.

Green Bonds

Proceeds ring-fenced for green asset acquisition or retrofit. Climate Bonds 
Initiative Buildings Criteria require EPC B or equivalent, or top 15% of national 
stock by energy performance.

Sustainability-Linked Loans

Interest rate step-ups or step-downs linked to ESG performance targets (EPC 
ratings, GRESB scores, carbon intensity). 71% of EU lenders now apply 
sustainability criteria to lending decisions (CBRE 2025).

Captive Insurance

For large portfolios with concentrated physical risk, establishing a captive 
insurance subsidiary to manage extreme weather exposure that is difficult or 
expensive to cover externally.

Resources: Climate Bonds Initiative | GRESB Real Estate Assessment
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SECTION 04 — TECHNOLOGY & OPERATIONS

Technology & Operational Resilience
Smart building technology is transforming CRE from backward-looking compliance management to real-time risk management and operational optimisation. 
Platforms integrating IoT sensors, BMS, AI-driven analytics, and tenant-facing dashboards enable a new model of collaborative, data-driven building management.

Tool / Platform Core Function Regulatory Alignment

Climate X (Spectra) Quantifies probability and financial impact of extreme 
weather across 1.5bn assets globally. Converts physical risk 
into CVaR / P&L metrics

TCFD, IFRS S2, CSRD ESRS E1 physical risk disclosure

Jupiter Intelligence 
(ClimateScore™)

High-resolution physical risk assessment across multiple 
climate scenarios and time horizons

TCFD scenario analysis, CSRD, UK SRS IFRS S2 alignment

S&P Global (Climanomics) Portfolio-level scenario analysis across RCP/SSP warming 
pathways. Financial loss modelling

TCFD, CSRD, SFDR PAI indicators

JLL (Hank / Intelligent 
Building)

AI-driven HVAC optimisation and predictive maintenance. 
Tenant energy dashboards

GRESB, CSRD Scope 3, SECR energy reporting

Siemens Building X Deep BMS integration, predictive maintenance, energy 
management

ESOS, SECR, GRESB, CSRD

Schneider EcoStruxure Energy management, grid integration, demand response 
capability

GRESB, CSRD, ESOS, green bond eligibility
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SECTION 04 — TECHNOLOGY & OPERATIONS

Operational Continuity Planning

Business Continuity Plans
Documented, tested plans covering responses to flood, extreme heat, power 
outage, and cyber attack. Must address both building-level response and 
occupier-level business continuity support obligations under the lease.

Cyber Security for Smart Buildings
IoT-connected BMS systems create cyber attack surfaces. Secure-by-design 
specification, network segmentation, and regular penetration testing are 
essential as building intelligence increases.

Microgrids & Energy Independence
Pairing on-site solar with battery storage creates energy resilience during 
grid outages and enables demand response participation, generating 
revenue while improving resilience.

Data Sovereignty
Tenant energy and occupancy data collected by smart building platforms is 
commercially sensitive. Lease provisions, data processing agreements, and 
privacy policies must clearly allocate ownership and access rights.

💡 PropTech investment note: The most common failure in smart building technology deployment is insufficient data quality at source. Before 
investing in analytics platforms, verify that metering infrastructure is complete, accurate, and properly commissioned. Garbage in, garbage out 
applies with equal force to AI-driven building management.
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SECTION 05 — AUDIENCE STREAMS

Audience Resilience Priorities
🏦 Investor Priorities

Portfolio climate risk audit: Commission 
asset-level physical climate risk assessments 
using TCFD-aligned tools. Model financial 
impact under 1.5°C and 4°C warming 
scenarios.
Stranded asset management: Identify assets 
at risk of unlettability under EPC B (2030–
2035). Model capex requirements and NPV 
impact. Consider disposal before the brown 
discount deepens.
Green finance positioning: Review portfolio 
EPC ratings against green bond and SLL 
eligibility criteria. Cost-of-capital advantage 
can substantially offset retrofit costs.

GRESB scoring: Green lease penetration and 
Scope 3 tenant data coverage are explicitly 
scored in the 2025 GRESB Assessment, 
directly affecting institutional capital flows.

🏗️ Developer Priorities

Climate risk in site appraisal: Integrate 
physical climate risk assessment into site 
selection and acquisition due diligence. Flood 
zone, heat island, and subsidence risk are now 
material valuation factors.
Design for future compliance: Design all new 
schemes to EPC A or B as a baseline. Marginal 
cost at design stage is far lower than post-
completion retrofit cost.

Resilience as differentiator: Use BREEAM 
'Outstanding', WELL, NABERS, and verified 
climate resilience as differentiators as 
institutional buyers increasingly discount non-
compliant assets.

Green lease from heads of terms: Establish 
green lease intent at heads of terms stage 
before legal negotiation narrows ambitions.

👤 Tenant Priorities

Portfolio location risk: Map your occupied 
estate against physical climate risk data. Identify 
locations with high flood, heat, or storm risk that 
could affect business continuity.
Lease strategy & flexibility: Build break clauses, 
green lease provisions, and exit flexibility into 
new leases and renewals. Avoid long-term 
commitments to MEES non-compliant assets.

Scope 1, 2 & 3 reporting: Under CSRD and UK 
SRS (from 2027), occupied buildings are Category 
8 Scope 3 emissions. Request green lease data-
sharing provisions proactively.
Hybrid working optimisation: Right-size your 
estate based on actual occupancy data. Use 
PropTech analytics to identify underutilised floors 
and renegotiate or sublet surplus space.
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SECTION 06 — IMPLEMENTATION ROADMAP

Resilience Implementation Roadmap
A structured programme for building CRE resilience. In practice, many phases overlap and can be run in parallel depending on your organisation's starting point.

1Phase 1: Risk Baseline
Months 1–3

Commission asset-level physical climate risk assessment (TCFD-aligned 
tools)
Map portfolio EPC ratings — identify MEES non-compliant assets
Review lease portfolio for green provisions and data-sharing obligations
Establish climate risk governance: board-level accountability

2 Phase 2: Strategy & Priorities
Months 3–6

Model financial impact of physical risk under 1.5°C and 4°C scenarios
Prioritise retrofit programme: assets at greatest MEES risk
Develop green lease standard and deploy on all new lettings
Explore green finance — review portfolio against green bond and SLL 
eligibility

3Phase 3: Operational Integration
Months 6–18

Deploy smart metering and energy monitoring across priority assets
Implement BMS recommissioning and quick-win efficiency measures
Launch tenant engagement programme: green lease negotiations
Embed climate risk data in investment committee papers

4 Phase 4: Compliance & Reporting
Ongoing

Prepare TCFD disclosure / UK SRS reporting from 2027
Integrate Scope 3 tenant data into CSRD or SECR reporting
Submit annual GRESB assessment with updated green lease penetration
Review and update roadmap annually as legislation evolves
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Key Resources & Further Guidance
Resource Link

TCFD Recommendations fsb-tcfd.org

UK SRS FCA Consultation (CP26/5) FCA CP26/5

CBRE UK Sustainability Review 2025 CBRE UK 2025

GRESB Real Estate Assessment 2025 gresb.com

UKGBC Net Zero Carbon Buildings Framework ukgbc.org

BBP Green Lease Toolkit betterbuildingspartnership.co.uk

Expert CRE Resilience Advisory www.liminal-climate.com

All information current as at March 2026. For general guidance only. Seek qualified legal, financial and sustainability advice for your 
specific circumstances.

Contact: rob.atkinson@liminalclimate.com | +44 7938 253468
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Build Resilience. Protect 
Value. Lead the 
Transition.
The regulatory direction is unambiguous. The financial consequences of inaction are 
measurable. The tools, frameworks, and financing mechanisms to act are available now.

¹  Investors
Audit, model, and reposition your 
portfolio ahead of the brown discount 
deepening.

ª  Developers
Design for future compliance from day 
one — the marginal cost is a fraction of 
retrofit.

�  Tenants
Right-size, de-risk, and embed sustainability obligations into every new lease.

Strategic Sustainability Consultancy: www.liminal-climate.com | 
rob.atkinson@liminalclimate.com | +44 7938 253468
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