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Sustainable 1

Environmental, Social, And Governance Evaluation 

Covivio 
Summary 
Covivio is a France-based real estate company with a focus on commercial real 
estate assets, including offices in France (35%), Italy (16%), and Germany (9%), 
residential properties in Germany (25%), and hotels in Europe (15%). Its real estate 

portfolio was worth €25.7 billion (€17.1 billion group share) as of Dec. 31, 2020. 
Covivio's shares are listed on the Euronext Paris A compartment and on the MTA 
market of the Milan stock exchange. The company's main shareholders, who own 
about 50% of total shares, are Delfin S.a.r.l. (27.3%), Crédit Agricole Assurances 

(8.2%), Groupe des Assurances du Credit Mutuel S.A. (7.7%), and Covéa 
Participations (7.2%), as of Dec. 31, 2020.  

Our ESG Evaluation of 83 reflects Covivio's relatively low exposure to environmental 
and social risks given the nature and region of its operations. It shows strong 
management of environmental risks compared with peers, as well as above-sector-
average customer engagement. Covivio's primary exposure to environmental risks is 

the greenhouse gas (GHG) emissions linked to its tenants' energy use. The company 
has demonstrated a solid performance in this regard, with a track record of reducing 
carbon intensity and setting stringent reduction targets. Real estate operators are 
modestly labor-intensive and face relatively low safety issues. The key social risks for 

the sector are changing consumer behavior and demographic trends. Covivio stands 
out among peers for anticipating evolving customer needs, offering innovative 
solutions such as co-working (Wellio) and co-living proposals. These result in stable 
occupancy levels. Covivio's governance benefits from a diverse board with relevant 

skills, but is constrained mainly by the board's somewhat low level of independence. 
Finally, we believe that Covivio is well prepared to face long-term disruption, 
primarily because the board and management are highly aware of long-term 
disruption risks and have an excellent action plan to address these challenges. 
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Component Scores 

Environmental Profile   Social Profile  Governance Profile 

Sector/Region Score 41/50  Sector/Region Score 44/50  Sector/Region Score 35/35 

           

 
 Greenhouse 

gas emissions 
Strong  

 
 Workforce and 

diversity  
Good  

 
 Structure and 

oversight  
Good 

 
 Waste and 

pollution 
Good  

 
 Safety 

management 
Good  

 
 Code and values Good 

 
 Water use Good  

 
 Customer 

engagement  
Strong  

 
 Transparency 

and reporting 
Strong 

 
 Land use and 

biodiversity 
Good  

 
 Communities Good  

 
 Financial and 

operational risks 
Neutral 

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None  

 
 General factors 

(optional) 
None 

           

Entity-Specific Score 35/50  Entity-Specific Score 35/50  Entity-Specific Score 42/65 

E-Profile (30%) 76/100  S-Profile (30%) 79/100  G-Profile (40%) 77/100 

     

  ESG Profile (including any adjustments)  77/100 

     

Preparedness Summary    

We view Covivio's long-term preparedness as strong, reflecting its excellent awareness 
of long-term strategic and emerging risks such as climate change, demographic 
change, and workforce mobility, and its excellent action plan to address these 
challenges. Its flexible and transparent culture enables Covivio to react quickly to 
changes and to adapt its long-term strategy accordingly.  

The company's strategy is to keep expanding its real estate portfolio at a controlled 
pace, particularly in major European cities, while developing energy efficient assets 
and promoting well-being to its users. 

 

Capabilities  

Awareness Excellent 

Assessment Good 

Action plan Excellent 

Embeddedness  

Culture Good 

Decision-making Good 
 

Preparedness Opinion (Scoring Impact)  Strong (+ 6) 

 

 

 

ESG Evaluation 

 

83/100   

  

Note: Figures are subject to rounding.
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Environmental Profile   76/100 
Sector/Region Score (41/50) 

Covivio is a real estate investment company and its prime exposure to environmental risks is GHG 
emissions, which are linked to energy use, particularly in the heating or cooling of buildings, and 

to lesser extent water and waste management. 

 

Entity-Specific Score (35/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Greenhouse gas 
emissions 

 
Waste and 
pollution 

 Water use  
Land use and 
biodiversity 

 General factors  

Strong  Good  Good  Good  None  
 

Covivio demonstrates strong management of GHG emissions and energy intensity compared 
to global peers. The company reduced its carbon intensity (scopes 1, 2, and 3 per square meter) 
by 39% between 2019 and 2020, although this was largely as a result of pandemic-related 
disruptions to commercial assets. That said, before the pandemic Covivio had already 
implemented policies that achieved emissions reductions, especially in its office portfolio. We 

expect Covivio's GHG emissions to remain lower than peers given its ambitious carbon intensity 
reduction target of 40%, up from 34% previously, by 2030 (2010 as the base year). At the end of 
2020, 88% of its portfolio had green certifications, such as BREEAM or HQE, and the group aims 
to reach 100% by 2025. The peer average is 75%. Covivio's adoption of green leases supports its 

commitment to work with tenants on improving carbon and energy efficiency, a practice we view 
as more advanced than current industry norms. Moreover, Covivio has 99.1% of assets located 
within 10 minutes of public transport, which helps to minimize its indirect GHG emissions. We 
also note Covivio’s recent climate risk analysis, which we see as a clear point of differentiation 

from peers, and its stakeholder-based approach to finding low carbon solutions in the 
construction sector—something we deem a strong attribute as it is targeting the sector's big 
sustainability issues. 

Covivio's water management is in line with European real estate peers. Its water intensity has 
been improving over the past five years, attaining 0.76 cubic meters per square meter in 2020, 
down from 1.15 in 2019. Covivio has specific water consumption targets for each of its segments. 

Initiatives such as water-saving installations and rainwater collection helped the company to 
meet all of its water objectives in 2020.  

Covivio does not generate any hazardous waste and we consider its waste management 
policy to be in line with peers. One of Covivio's objectives is to reduce the production of waste 
from directly managed assets by 15% by 2030, mainly by promoting recycling across 100% of the 
portfolio, and reusing materials from renovations. We note, however, that data on waste tonnage 

is not available for most of the portfolio because Covivio mainly uses public waste contractors, 
which do not provide this information.  

Covivio's main biodiversity risks stem from building renovations, which is a minor part of its 
activities. Covivio maps its portfolio's impact on biodiversity and has a long-term commitment to 
limit the impact from its assets. 
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Social Profile   79/100 
Sector/Region Score (44/50) 
Real estate operators are not labor intensive and have relatively few safety issues. We believe 
the key risk for the sector lies in anticipating changing consumer behavior and demographic 
trends, which could influence operating strategies and approaches to owning specific assets. 

 

Entity-Specific Score (35/50) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Workforce and 
diversity 

 
Safety  

management 
 

Customer 
engagement 

 Communities  General factors  

Good  Good  Strong  Good  None  
 

Covivio's anticipation of evolving customer needs is reflected in the company's tenant 
engagement, good occupancy levels, and longer-term leases. Covivio has successfully 
anticipated changing customer needs and developed innovative solutions such as co-working 
offices (Wellio), co-living for residential apartments (Covivio to share), concierge services, and 

digitalization of buildings (Facilioo, mobile application for residential activity). These innovations 
have helped maintain a high occupancy rate (94.8%), and a weighted average lease term of 8.4 
years, which is better than the peer average of 93.6% and 7.2 years, respectively. Covivio has 
formalized tenant engagement policies (for example, 24-hour customer support for residential 

apartments) and has reflected tenant satisfaction in its teams’ remuneration. We believe these 
measures have helped the company achieve a good tenant satisfaction score (92% of office 
tenants in France, for example). Finally, Covivio aims to achieve a well-being certification that 
improves the tenant experience in all new projects. In our view, all these practices are above the 

industry average. 

Covivio has a high level of engagement with local communities, with an inclusive and 
comprehensive stakeholder policy. Covivio gives preference to local residents in its hiring 
process and supports local businesses by preferring local suppliers and subcontractors for 
procuring goods. 99.1% of Covivio's assets are located close to public transport, which benefits 
most of its stakeholders (including employees, tenants, and suppliers) by removing the need to 

use or own a private vehicle. The company has set up a stakeholder committee to monitor and 
publish its community-linked objectives. However, Covivio's targets for its direct community 
contributions are less detailed than those of more advanced peers. 

We view Covivio's commitment to maintain strong gender diversity in its workforce as in line 
with European standards. Currently, women make up 50% of total employees and 40% of the 
board, and 42% of management. Covivio's overall turnover rate of 7% is lower than the sector 

median of 17%, which is supported by its good human resources policies on talent retention and 
anti-discrimination, and 92.4% of contracts being permanent. Covivio's gender pay gap at the 
management level is, however, higher than peers, but we understand the company is working 
toward equal pay for equal work.  

Finally, Covivio's safety management complies with regulatory standards and internal safety 
inspections conducted on 100% of its assets. Covivio monitors accidents in all its development 

and renovation operations as well as among its contractors, a practice that is above the industry 
average. Two fatalities at subcontracting companies were reported in 2019, however no new 
fatalities were reported in 2020. 
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Governance Profile   77/100 
Sector/Region Score (35/35) 
Covivio is headquartered in France, which has strong institutions and rule of law, together 
with good governance practices. 

 

Entity-Specific Score (42/65) 
Note: Figures are subject to rounding. 

 
 

 
 

 
 

 
 

 
 

Structure and 
oversight 

 
Code and  

values 
 

Transparency 
and reporting 

 
Financial and 

operational 
risks 

 General factors  

Good  Good  Strong  Neutral  None  
 

Covivio's governance benefits from a diverse board with a relevant set of skills, but this is 
somewhat offset by the board's relatively low independence. The board is composed of 15 
members, including five shareholder representatives, elected for four-year terms in staggered 
elections, which is common in France. Although in line with French standards, it is not aligned 
with global best practices, especially given the longer mandates. We believe long mandates such 

as the 10-year tenure of two of the board members may affect their independence. We consider 
seven members to be independent, versus nine according to Covivio. There is a relevant mix of 
experiences and skills on the board, which is also fairly diverse with 40% women and four 
different nationalities represented. In addition, numerous members hold several outside 

executive and board positions, which we believe may hamper their ability to discharge their 
responsibilities effectively. 

Although the board's average age is 60, both the chair and vice-chair are significantly older, 
at 76 and 85. We understand the company is starting to prepare for the succession but there 
no defined plan as yet. In line with peers, Covivio has set up board-level committees: audit; 
appointments and remuneration; strategic and investment; and corporate social responsibility. 

Given the longer mandates, however, we see the committees as having limited independence, 
which falls short of best practice. That said, the roles of CEO and chair are separate, which we 
view as best practice and stronger than local practice.  

Covivio has well developed corporate values focused on sustainability and policies in line with 
local practice. Its ethics charter covers whistleblowing and corporate best practices, which apply 
to all employees, in line with best practice. However, executive pay is mostly short-term-focused. 

We note that long-term incentives (LTIs) have grown to 43% of the CEO's annual remuneration, 
while fixed pay represents 34% and the remainder is an annual cash bonus. LTIs have also grown 
for the two deputy general managers (37% and 38% respectively). The LTI plan is awarded in 
shares and has a three-year vesting period, which is short but broadly in line with peers. Overall 

amounts are in line with local peers. 

Disclosure and reporting practices are more comprehensive than global peers, with detailed 
reporting across financial and ESG issues using the both the Global Reporting Initiative’s and 
the Sustainability Accounting Standards Board’s reporting frameworks. Disclosure on 
governance is comprehensive and detailed, including board members' backgrounds, age, 
attendance, and executive remuneration. Notably, the company's environmental reporting is 

significantly more comprehensive than that of other global sector peers. Proactively, Covivio 
published an analysis of its activities' alignment with the European Union taxonomy. 
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Preparedness Opinion  Strong  
(+ 6) 

 

Preparedness Low Emerging Adequate Strong Best in class 

We assess Covivio's preparedness as strong, reflecting its excellent awareness of long-term 
strategic and emerging risks, such as climate risk, demographic changes, workforce mobility, 
and Covivio's effective assessment of the potential impact of these risks on its business. 
Covivio has developed a strong action plan to address these risks, fostering innovation to 

anticipate changing tenant needs and mitigate upcoming environmental risks. The relatively small 
workforce allows the company to maintain an entrepreneurial and responsive culture and adapt 
to its changing environment. Its strategy is to keep expanding its real estate portfolio at a 
controlled and sustainable pace in major European cities, while developing energy efficient assets 

and promoting well-being to its users. 

Covivio has excellent awareness of emerging risks and opportunities and clearly articulates 

key business risks in its annual and sustainability reports. We believe the board and 
management have identified the most probable and material risks to the business, which they 
monitor on a regular basis. We understand the company considers temperature variations, rises 
in sea levels, demand for green buildings, changing customer needs, and carbon emissions, 

among others, as significant risks for its portfolio. 

The company has taken steps to better understand its exposure to physical climate risks. 

Covivio assesses its exposure to existing environmental risks, including climate-related chronic 
and acute hazards across its portfolio. Dedicated pilot studies have been carried out to assess the 
climate exposure, and from one such study Covivio found that a one-meter rise in the sea level 
would affect about 2% of its commercial portfolio (including some of its German residential 

portfolio). 

In our view, the company has a well-developed action plan to address emerging risks and 

opportunities. Covivio has acted relatively rapidly to mitigate short-term risks related to the 
environment, for example by reducing the carbon footprint of its overall portfolio. It has addressed 
demographic risk by implementing different innovative ideas to satisfy changing customer needs. 
The company's current action plan focuses on achieving 100% value of the portfolio with green 

certification by 2025, transitioning more tenants toward green leases, investing in green roofs or 
green walls on existing assets, and using existing land space for expansion. 

The company has created a coherent and cohesive culture via engagement with stakeholders 
and by communicating a long-term sustainability strategy to employees. It has implemented 
innovative programs to encourage ideas from employees, conduct formal dialogue between 
business lines and countries, and undertake employee surveys. In our view, these initiatives have 

helped strengthen the corporate culture. The lean structure also facilitates the transmission of 
the culture from management to employees. 

Covivio’s strategic objectives are designed to improve the sustainability of its performance, 
and these objectives guide senior management's decisions. This is exemplified by the linkage of 
20% of executives’ long-term incentives to ESG metrics including improving gender diversity, 
increasing the proportion of green assets in the portfolio, and improving overall employee 

engagement. The board is responsible for overseeing sustainability issues and strategy. We 
consider that the board and management are actively engaged in ESG issues. 
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Sector And Region Risk 

Primary sector(s) Real Estate 

Primary operating region(s) 

France 

Italy 

Germany 

Sector Risk Summary 
Our sector risk starting point reflects Covivio’s operations as a real estate operator, with a regional 
score based on its being headquartered in France. 

Environmental exposure  

The most significant environmental risk for the real estate sector (real estate operators, 
homebuilders, developers, and social housing providers) involves mitigating climate change. This 
includes improving energy and water management to reduce building emissions, and enhancing 
the resilience of properties to climate events. The building and construction sector accounts for 

39% of global carbon emissions including 28% from the energy required for heating, cooling, and 
lighting, and 11% from emissions associated with materials and construction processes 
throughout the building lifecycle (source: worldgbc.org). The sector is vulnerable to extreme 
climate events at the asset level, particularly inland flooding, rising sea levels and coastal floods, 

and hurricanes or typhoons. Properties are also subject to cold spells, heat waves, drought, and 
heavy rain, which can adversely affect facilities. Building construction also generates significant 
waste, including hazardous waste. Environmental risk varies by subsector and depends on the 
location, asset class, and use of the asset along with the intensity of construction activities. 

However, companies are increasingly enhancing their environmental performance to reduce 
operating costs, improve property values, and attract and retain tenants. Tenants are 
implementing green leases to improve their environmental footprint, by strengthening their ties 
with stakeholders and supporting customer requirements to adopt better environmental and 

social frameworks in their operations, as part of the value chain. Most tenants' customers are 
adopting ESG sustainability parameters; green lease structures help them to improve these 
parameters and enhance their sustainability framework reporting. Market dynamics and risk 
exposures are less a concern for social housing operators. They generally have fewer resources to 

address maintenance and sustainability issues and cannot reposition their assets given their 
mandate to serve a specific community. Low-income tenants have generally fewer available 
housing options, resulting in price inelasticity. In terms of environmental effects from 
construction and exposure to emissions and waste, social housing is similar to other private 

developments, but runs less risk of falling foul of regulatory standards. 

Social exposure  

The sector's most material social risks stem from employee health and safety during 
construction, tenants' requirements that buildings comply with the latest safety and 
environmental regulations, and local communities' perceptions of companies' safety and 
environmental practices. Changes in consumer behavior and demographic trends are influencing 

companies' operating strategies and attitudes to ownership of specific assets or developing 
assets, as we see more developments focus on employee safety, wellbeing, and affordable 
community developments. Major safety incidents at buildings can severely affect communities. 
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Moreover, the built environment plays an important role in occupants' health, wellbeing, and 

productivity given people spend nearly 90% of the time indoors. Construction is another important 
area of risk, especially given the manual labor required from employees and subcontractors, 
where safety risks are significant and poor performance can weaken their social license to 
operate. Housing affordability is a growing concern in some markets. Social housing benefits from 

regulatory frameworks that translate central or local government objectives into more predictable 
operating environments than for private sector peers. Not-for-profit housing operators are not 
significantly exposed to consumer preferences as providers of safety-net accommodation; rather, 
we see more localized risks related to residents being opposed to public housing or negative 

externalities (high crime for example). Similarly, if a public housing association fails to keep its 
residents safe with proper housing standards, its reputation and relations with various 
stakeholders can be damaged, increasing risks around social cohesion and community unrest.   

 

Regional Risk Summary  

France 

France is among the most advanced countries in terms of ESG regulations, including mandatory 
disclosures and reporting sustainability indicators. Overall, corporate governance is in line with 
advanced economies' standards. In addition to the EU Non-Financial Reporting Directive's 
recommendations requiring the disclosure of ESG data, French companies must also disclose the 

social and environmental consequences of their activities under domestic law (Grenelle Act), the 
financial risks they face from climate change, and their remediation strategies (Energy Transition 
Law). Under article 173 of the Energy Transition Law, institutional investors must disclose the ESG 
factors incorporated in their investment policies and their contribution to the energy and 

ecological transition. Under the law Pacte, which came into effect in May 2019, companies must 
consider environmental and social issues when developing their strategy. The strong regulatory 
framework is complemented by the Afep-Medef Code, the corporate governance 
recommendations from AFG (the French Asset Management Association), and the 

recommendations from the Financial Markets Authority. All three provide non-binding guidance 
for best practice on governance and pay. Despite waves of privatization, the state remains an 
important player in the French capital markets as a shareholder of several large, listed 
companies. On diversity, the Copé-Zimmermann Law has required listed companies to reach at 

least 40% female board membership since 2017 in a bid to reach parity. France ranks 23 out of 
180 on Transparency International’s 2020 Corruption Perceptions Index. 

Italy 

Italian institutions' effectiveness somewhat lags similarly developed European countries. The 

perception of corruption is also higher than the European average. The country ranks 52 out of 
180 on Transparency International’s 2020 Corruption Perceptions Index. The Italian Code of 
Corporate Governance is the reference document for best practices and follows a comply-or-
explain principle. The new version of the Code issued in January 2020 focuses on four key areas: 

shareholder engagement, proportionality, simplification, and long-term sustainability. The code 
became effective in January 2021. Companies of over 500 employees are implementing the EU 
Non-Financial Reporting Directive's recommendations, which mandates disclosing ESG (including 
diversity) risks. Ownership is concentrated because many Italian companies continue to be tightly 

controlled through cross-holdings and pyramidal ownership, often to the detriment of minority 
shareholder rights. The government also maintains sizeable shareholdings in large publicly listed 
companies. Italy fares well in female participation on boards thanks to a reform establishing 
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legislated quotas to ensure gender balance on corporate boards. However, boards often lack 

international expertise. 

Germany 

Germany has strong institutional and governance effectiveness, with much transparency and 
accountability. Rule of law is strong, the judiciary is independent, and corruption is viewed as a 

minor issue. Germany has a moderate amount of ESG regulation. While Deutsche Börse AG does 
not require ESG reporting as a listing rule, companies of over 500 employees are implementing the 
EU Non-Financial Reporting Directive's recommendations, which mandate the disclosure of ESG 
data like diversity and pay ratios. The German Corporate Governance Code (Kodex) is the 

reference document for Germany's best practices and works on a comply-or-explain basis. A new 
version of the Kodex came into effect on Jan. 1, 2020 when the EU Shareholder Rights Directive II 
was transposed into German law. Notable improvements include recommendations on board 
independence, as well as board oversight of related party transactions and executive pay. While 

the recommendations are less specific than most European codes, companies exhibit strong 
governance practices. Companies are typically governed by a two-tier board system: a 
management board of executives, which is overseen by a supervisory board comprising non-
executives including shareholder and employee or labor union representatives. While not world-

leading, there are corporate disclosure requirements for selected ESG aspects and both 
occupational pension funds and insurers must state whether and how they account for ESG 
considerations when managing pension fund assets under their control. 
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Related Research 
− “The ESG Risk Atlas: Sector And Regional Rationales And Scores,” published July 22, 2020 

− “Our Updated ESG Risk Atlas And Key Sustainability Factors: A Companion Guide,” published July 22, 2020 

− “Environmental, Social, And Governance Evaluation: Analytical Approach,” published December 15, 2020  

− “How We Apply Our ESG Evaluation Analytical Approach: Part 2,” published June 17, 2020 

− “Key Sustainability Factors: Real Estate,” published July 20, 2021 

This report does not constitute a rating action. 
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