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The past year has been an interesting one for all of us. We began the year still 
dealing with the effects of the tumultuous financial markets and economy, but 
ended 2010 on a strong note as markets began a solid recovery and capital flows 
increased significantly. One thing that remained constant during the year was our 
commitment to sustainability. 

As noted in last year’s Sustainability Report, PREI® is a signatory to the United 
Nations-backed Principles of Responsible Investing. At its October meeting last 
year, the UN PRI sent a clear message to those attending: environmental, social 
and corporate governance issues can affect the performance of investment 
portfolios. Here at PREI, we couldn’t agree more. 

Although the road between adopting the Principles and transforming an entire 
portfolio is a long one, we continue to make progress. Last year, we brought on 
board a Global Director of Sustainability to help all of our regions focus their 
efforts. We participated in The Greenprint Foundation’s Carbon Index, which was 
a detailed look at the carbon footprint of individual buildings. We nearly doubled 
our number of LEED certified buildings from 17 to 32, and anticipate further 
growth in LEED certified assets in 2011. And of course, we continue to find ways 
to integrate sustainability into all our business practices.

Our goal is fairly simple: to adopt the best sustainable business practices so that 
it is not a special initiative but rather part of what we do every day in managing 
our investments and running our business. We have made progress, but are 
mindful that much remains to be done.

Sincerely,

J. Allen Smith 
Chief Executive Officer 
Prudential Real Estate Investors 

Letter from the Chief Executive Officer



22010 SUSTAINABILITY REPORT  |  PRUDENTIAL REAL ESTATE INVESTORS

PREI® operates in a world in which sustainability and environmental awareness 
increasingly play an important role in real estate around the globe. Industry leaders 
are finding that integrating sustainability into their business is far from being a burden, 
rather it helps to develop operational efficiencies, improve the environmental quality of 
assets and add value to the bottom line. Not only do sustainability initiatives benefit the 
environment, but they strengthen and align business interests, identify new opportunities 
and provide a different lens through which to view and mitigate risk. In short, all 
stakeholders benefit.

PREI began diligently advancing five sustainability initiatives in 2010. We started to 
empower our regional offices by providing a flexible framework to make decisions that 
work with and respect the context of each local market, regulatory regime and culture. 
As we provide scale to these efforts, we created tools for asset and property managers 
to improve environmental performance, which serve to streamline the identification and 
execution of tactical environmental projects. We’ve also expanded our energy monitoring 
capabilities and our performance benchmarking, identifying our carbon footprint for 
buildings in 10 countries.

In addition to those tactical actions, we’ve also investigated potential long term impacts by 
exploring climate change risk, such as evaluating the potential effects of sea level rise. 
Lastly, we’ve recognized the importance of PREI and partner education, from investigating 
trends in environmental regulation to sharing our sustainability strategy and tactics with 
our business partners. Sustainability is here for the long term. 

As with any developing discipline, the challenges are numerous. For example, collecting 
data to develop metrics and measure improvements is difficult. Financial metrics have 
been in place since the days of the abacus, but sustainability metrics are in their 
infancy. It is no simple task to address variables such as building types, occupancy and 
climate. However, the effort is well worthwhile. There is a link between performance and 
sustainability, and as that link becomes clearer, the adoption of sustainable practices will 
become more integrated into our everyday business practices. 

That link between sustainability and performance applies to the investment community 
at large, not just real estate. As a result, we are working in concert within the overarching 
framework of Prudential Financial, Inc., sharing our experiences and challenging each 
other as we pursue sustainable best practices.

In our 2010 report, which follows, we provide some highlights of our progress. We believe 
our five initiatives provide the necessary foundation to promote our actions toward achieving 
sustainability. Although we have made headway in each initiative, continuous improvement 
is sure to follow. We hope you find in this report our commitment to sustainability and are 
persuaded of the benefits it provides to the environment and our investors.

“Globally, buildings contribute 
30% of the CO2 (emissions), 
8.6 billion tons (annually). 
The potential for low-cost 
reductions is higher (with 
buildings) than transportation, 
forestry or industry. We have 
the technology. The climate 
change battle will be won or 
lost with buildings.” 

Niclas Svenningsen 
UN Environmental Programme, 
Sustainable Buildings Initiative

~
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PREI’s policy is to empower regional Sustainability Committees 
in order to pair local knowledge with local opportunity. The 
result maximizes not only the opportunity, but the talents 
of our people. With the fast pace of change in our industry, 
taking advantage of new ideas, no matter where they come 
from, is critical to our success. Providing PREI associates the 
opportunity to demonstrate leadership at the regional level 
can identify and create value for the assets while enhancing 
employee engagement, producing a situation in which all 
stakeholders win.

Since there is no single path to sustainability, each global region 
is offered the flexibility to determine its path within the PREI 
sustainability framework. With our diversity of building types, 
cultures and local market business conditions, the approach 
matches the best initiatives with the best application. As the 
regional initiatives are executed, lessons are shared globally to 
better enable our application of future sustainability initiatives. 
While all PREI regions share common goals, we recognize the 
multiple paths to success, and ultimately to sustainability.

Resources Dedicated to PREI Sustainability

To better coordinate the global sustainability effort, PREI 
created the Global Director of Sustainability position to 
coordinate and guide our sustainability efforts. The Director 
supports all global regions; guiding the strategy, coordinating 
communication and identifying opportunities to execute 
locally and apply globally. 

Selected Regional Highlights 

Asia 
The Asia Sustainability Committee’s (ASC) challenge is to 
manage the diverse sets of standards and cultures which 
span the region. Green building certification platforms tend 
to vary by country. 

For example, in Singapore the green building certification 
standard frequently used is BCA Green Mark, which is 
designed to respond to tropical climates. 

In Japan, CASBEE, the Comprehensive Assessment System 
for Built Environment Efficiency, is more common. Azabu 
Green Terrace, a 189,000-square-foot office building in Tokyo 
earned the CASBEE “S,” or “excellent” certification, the highest 
level award.

Until a single green building certification platform is adopted 
globally, the sub-regional green building certifications provide 
an appropriate methodology for improving building performance 
and market acceptance.

Azabu Green Terrace
TOKYO

PREI’s Regional Sustainability Committees 
have demonstrated successes in leveraging 
local market conditions and resources, bringing 
value to our assets and to our people. When we 
succeed, all stakeholders win.

Empower Regional Sustainability Committees
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Europe — Carbon Reporting and Sea Level Rise 
The European Sustainability Committee (ESC) operates at the 
heart of new carbon regulations, thereby providing PREI with keen 
carbon awareness and a compass towards future regulation.

This framework led to our active participation in the Greenprint 
Foundation Carbon Index (see page 20). This engagement 
helped us better understand the challenges of collecting 
accurate and consistent data with 26 buildings, including 
Europoint in Rotterdam, The Netherlands, being surveyed. 
These efforts, along with the resulting analysis, will provide 
PREI with a better understanding of our buildings, their 
surroundings and the associated impacts of climate change.

One risk frequently associated with climate change is sea level 
rise. Although it is usually considered a long-term risk, the 
ESC took an in-depth look at our vulnerability (see page 9). 
Using data sets unique to the European Commission, the ESC 
evaluated all European assets. While the study was not validated 
by scientific research, the results seem to indicate low risk to 
these assets of significant sea level rise, even over the long term.

Latin America —Partner Education 
During 2010, the Latin America Sustainability Committee 
(LASC) focused its efforts on the development and 
implementation of sustainability tools to be used by portfolio 
managers, partners and tenants. Additionally, an education 
program was implemented to support this initiative and to 
increase sustainability awareness for the same audiences.

These efforts included the translation of the Sustainable 
Standard Operating Guidelines© (SSOGs, see page 6) to 
Spanish and the regional technical adjustments necessary to 
create the regional fit with local practices.  

The LASC led the way in many areas of sustainability: setting 
standards, strengthening business partnerships and identifying 
new opportunities to improve the financial, social and 
environmental performance for the built environment. Working 
within our global framework, the LASC tailored its program to 
improve best practices and benefit all global regions.

A “green lease” clause has been finalized and will be applied to 
all new lease agreements in the industrial, retail and mixed-use 
properties. A “sustainability clause” will be added in all new 
joint venture agreements and in new partnership amendments.  

United States —Efficiency and LEED Certifications 
The US team continued to promote the SSOGs to improve building 
efficiency, increase building certifications and develop a 
template for programs to have impact at scale. 

The SSOGs serve as a starting point for many buildings on their 
path toward sustainability. This tool provides a methodology 
for integrating sustainability initiatives within the PREI budget 
process. Incorporating sustainability into each phase of the 
asset ownership cycle provides a more comprehensive and 
holistic approach to sustainability.

PREI is proud of our commitment to the US Green Building 
Council’s (USGBC) Leadership in Energy and Environmental 
Design (LEED) green building certification program. In the US, 
31 of PREI’s buildings, or 14.3% of assets under management, 
have earned LEED certification status. Of the certifications, 
more than 90% are certified at the Silver level or higher, clearly 
indicating we seek the highest certification practical, not just 
the label.  

The US team also sought to take advantage of federal and state 
tax incentives and utility rebates, and leverage the financing 
capabilities of third-party solar developers. One solar project has 
been contracted to start construction in early 2011. Our third-
party partner will invest $30 million to provide new incremental 
roof rent and offer our tenants reduced energy costs, with 
savings expected to be 15% to 20% below market rates. This 
unique offering will benefit existing tenants as well as attract 
new ones. With this and other solar programs in process, PREI 
US expects solar initiatives to have a big impact in 2011.

Europoint
ROTTERDAM

Empower Regional Sustainability Committees
CONTINUED
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Global Offices
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Sustainable Standard Operating Guidelines© 

Recognizing the need for a scalable tool to assist in a global 
application of appropriate building sustainability guidelines, 
PREI developed the SSOGs in 2009. These guidelines take 
a bottom-line approach to identifying efficient solutions for 
lighting, water, temperature settings and management of 
vacant space, identifying initiatives with a proven return on 
investment. This enables property management teams to 
identify and prioritize cost-effective methods that reduce each 
property’s environmental impact without performing expensive 
analyses. They were originally used in our US properties and 
have since been adapted for use to include the country specifics 
of several global core markets beginning in 2011.  

The intent of the SSOGs is to provide a tool to help integrate 
sustainability into our business, particularly into the strategic 
planning and budgeting processes.

The high degree of fragmentation and complexity around the 
globe poses a challenge to the successful implementation of 
the SSOGs. To that end, they have been adapted to the regional 
markets and translated into several languages to assist in their 
implementation. To ensure that the SSOGs have maximum 
impact on our business practices, they will be increasingly 
offered in the local languages of our core markets. Additionally, 
to mitigate some of the challenges, a communication and 
education program is being developed to ensure that the 
guidelines are thoroughly implemented globally.

 

Global Status

Asia 
In Singapore and Japan the SSOGs were introduced to asset and 
property managers responsible for 37 buildings totaling nearly 4.1 
million square feet, guiding the early stages of the benchmarking 
process of identifying resource consumption and assessing 
possible sustainability initiatives. As a result of the Asian SSOG 
reviews, several green initiatives were identified: updating light 
fixtures to energy efficient or LED fixtures, incorporating Variable 
Speed Drives (VSD) in air conditioning chiller pumps and 
consistently applying best management practices in energy and 
water conservation. In Singapore, for example, the re-lamping of 
several parking garages to more energy efficient lighting resulted 
in $94,000 in annual energy savings.

Europe 
In 2010, the SSOGs were distributed to asset and property 
managers at approximately 80 Pan-European properties. Today, 
five European funds with a total gross property value of more 
than $4 billion have begun to implement the SSOGs.

Latin America 
The SSOGs were also adapted to the Latin America market and 
translated into Spanish for distribution and implementation in 
2011. The adaptation and translation for other regions, such as 
Brazil, will occur in upcoming years.

Additionally, the guidelines, together with PREI Latin American 
Sustainability Criteria, will be used in the budgeting process 
to identify capital improvements that have a proven return 
on investment, minimize third-party costs, and support the 
environmental certification process. 

United States 
The SSOGs continue to support best management practices, 
identify energy efficiency initiatives and build momentum as 
the depth of participation grows. As a result of the collaboration 
with property managers, large scale operational and energy 
efficiency opportunities have been identified, allowing PREI to 
better leverage its scale and its people.

Create Management Tools to Improve Environmental Performance
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Building Benchmarks and Assessments 

Beyond identifying the “low hanging fruit” (e.g. no-cost or low-cost environmental 
solutions) through the SSOGs, there is a need to identify and budget initiatives 
to enhance the energy efficiency and carbon footprint of the buildings where we 
lease space. In every global region, assessments were performed on selected 
buildings to further identify opportunities to improve the energy efficiency of the 
assets over time in an economically feasible manner. 

Globally, we completed assessments of 72 assets in 2010, identifying no-cost 
and low-cost environmental opportunities.

Additionally, nine building audits in the Netherlands, France, Germany and the 
UK with a total gross property value of approximately $500 million are being 
completed to specifically identify carbon reduction opportunities. Final results 
are expected in 2011 and will support sustainability initiatives with project 
scopes and budgets as part of the property specific action plans. 

Green Lease

A green lease encourages sustainable practices and the sharing of utility 
information. Such leases serve to support recycling, reduce energy and 
water consumption, and promote the use of sustainable materials in tenant 
improvements. PREI is in the process of rolling out a green lease, or green 
lease clauses, in many of the markets where we invest.

The new PREI Latin America green lease clause will be offered to all new lease 
agreements in industrial, retail and mixed used properties. Whether tenants or 
landlords pay for utilities, both can benefit through reduced operating expenses. 
This provides a competitive advantage to prospective tenants. 

In the US, a green lease has been in use at a pilot property where we are 
evaluating the financial and environmental benefits. The green lease has been 
reviewed for broader use, where market conditions are appropriate. 

Creating tools to identify and implement improvements in energy and 
operational efficiencies will reduce our demand for resources, and will thereby 
reduce our impact on climate change. As you will see in the following section 
of this report, climate change legislation frequently changes on a local level. 
Staying ahead of this trend, by operating our assets efficiently, will reduce future 
transition costs as well as save money today.

Latin America Addresses 
Construction and Operations

The Latin America Sustainability Committee 
(LASC) developed and implemented a set 
of criteria for reducing operational costs and 
potentially minimizing our environmental 
footprint during construction. They are divided 
by portfolio/property type, resource (energy, 
water, waste), social responsibility and risk 
prevention standards. During 2010, these 
criteria were tested and used by our partners 
in every new construction and refurbishment 
project in Latin America. The intent is to better 
understand the economic, environmental 
and social impact of construction. Once fully 
analyzed and understood, these criteria will 
be adapted for other regions.

To support the criteria after a construction 
project has been completed, the LASC 
developed the Best Management Practice 
Operation Manual to establish baselines for 
sustainable initiatives and practices. This tool, 
designed for partners, property managers and 
tenants, will also be tested during 2011 for 
potential use throughout PREI.

Create Management Tools to Improve Environmental Performance
CONTINUED
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Climate change has the potential to impact real estate with new risks and new 
opportunities. Besides physical risks such as floods, drought and hurricanes, 
non-physical real estate risks also include the evolution of sustainability related 
legislation, building codes, land use regulation and increasing utility costs. 
Monitoring and understanding changing regulation and performance standards 
helps identify options, and frequently new opportunities, to navigate the maze 
of new regulations with cost effective solutions for the built environment.   

Officials in France, for example, recently enacted Grenelle de l’ Environnement, 
requiring new commercial buildings to perform at “net zero energy” levels by 
2020. In the same time period, qualified existing buildings will need to improve 
their energy performance by 38% over 2006 levels.1 In the US, the CalGreen 
building code in California is now in force, raising the bar for environmental 
performance for commercial buildings in that state. Once the market adjusts to 
new regulations and new building codes, other government bodies will find it 
plausible to increase performance requirements in their communities as well, 
a trend likely to continue.

PREI’s comprehensive approach to managing the risks and opportunities 
associated with climate change has been to proactively seek solutions that 
leverage our internal expertise as well as the experience of outside stakeholders. 
This work has not been limited to a single individual or team. Rather, our culture 
supports seeking unique solutions to address specific situations. Some 2010 
highlights are described at right.

Our successes do not always come without facing obstacles. In the 2009 PREI 
Sustainability Report, we identified climate change mapping and underwriting 
criteria as worthwhile projects. Developing practical solutions which incorporate 
our existing best management practices proved to be difficult. Undaunted, we 
are exploring new methodologies to address and mitigate risks associated with 
climate change.

The impact of climate change includes new legislation, shifts in market 
preferences, emerging technologies and potentially improved building 
performance through lower operating costs. PREI seeks to leverage these 
opportunities to help mitigate the risks associated with climate change and 
improve risk adjusted returns for our investors whenever possible.

With climate change tied so closely with buildings, monitoring energy 
consumption and performance benchmarking of buildings is critical to 
continuous improvement. In 2010, PREI addressed energy monitoring and 
performance benchmarking as outlined in the following section. 

 PREI 2010 Highlights

n The US legal team recognized the 
fragmented nature of sustainability 
legislation, regulation and financial 
incentives which could impact our 
business. As a result, we partnered with 
our outside counsel to develop an 
appropriate training series customized to 
each of the top 10 US markets. More than 
85 PREI professionals attended this series, 
which will be made available electronically 
to all, raising their awareness to the 
potential risks as well as the opportunities 
associated with climate change.  

n The Global Product Development team 
explored opportunities to develop new 
products based upon legislative mandates, 
resulting in a new product launch. This 
product will specifically address the 
challenges created by new national 
legislation in France. We believe we will 
address new legislation while filling a market 
niche for mandated green real estate.

n The Research team in Europe devised a 
method of identifying the potential long-
term risk associated with sea level rise. By 
utilizing data compiled by the European 
Union which identified the level of financial 
commitment by local authorities, PREI was 
able to gain insight into one risk frequently 
associated with climate change. Please 
refer to the sea level rise case study on the 
next page. 

Address Climate Change Risk

1 Ministère de l’écologie, de l’énergie, du développement durable et de la mer.
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Effects from Sea Level Rise 
Coastal areas will need to manage rising sea levels and the 
associated potential risks. Within a building, underground 
useable space has been known to reach 65 feet (20 meters) 
below the ground surface. Changes in ground water levels can 
impact the bearing capacity of soils, potentially threatening 
building foundations. 

While the direct risk to real estate assets is certainly a concern, 
equal concern to real estate is the potential damage to the 
surrounding infrastructure such as utilities and transportation. 
PREI is aware of these potential consequences for assets 
under management within major coastal cities. 

Measures to Protect Against the Consequences of Sea Level Rise 
To assess the entire scope of this potential threat, one should 
also consider the mitigation measures undertaken by the 
coastal states. According to a European Commission study, 
within coastal communities, there is a variation between 
the estimated cost of adaptation to sea level rise and actual 
expenditures. The study suggests that preparing for sea level 
rise is likely to help communities reduce their long-term risk. 

PREI’s Risk Assessment Approach 
Our risk-assessment study encompassed both sea level rise 
projections and the European Commission’s preparedness 
study. PREI utilized a geo information system to visualize 
European real estate assets in regions with an elevation lower 
than 65 feet (20m) above sea level. In the second step, we 
developed four scenarios to evaluate sea level rise.

While our methodology has not been validated by scientific 
research, we believe we have fresh insight into one risk 
frequently associated with climate change.

EUROPEAN CASE STUDY
Sea Level Rise 

Sea levels are rising around the world, including on the European coasts. The expectation of higher temperatures due to global 
warming is expected to continue the rising sea level trend by expanding ocean water, melting mountain glaciers and small ice 
caps. The ECHAM (European Centre Hamburg Model) model, developed by the Max Planck Institute for Meteorology, indicates that 
the global sea level could rise from nine to 20 inches between 1995 and 2020. 

Illustrative example of Assets located in low elevated areas 
in and around Denmark, Netherlands, Germany and Sweden 
by using a geo information system. Source: PREI Research, 
October 2010.
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1 Potential Long-Term Risk 
Assets below or slightly above sea level +  
insufficient measures by the local government.

2 Neutral 
Assets below or slightly above sea level +  
sufficient measures by the local government.

3 Neutral 
Assets above sea level + insufficient measures 
by the local government.

4 No Imminent Danger 
Assets above sea level + sufficient measure 
by the local government.

ASSESSING RISK FOR ASSETS UNDER 20 METERS 

Address Climate Change Risk
CONTINUED
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Energy and Water Data Collection 

Asia 
In 2010, the ASC started collecting data on energy and water 
consumption for 30 assets totaling approximately 5.53 million 
square feet of floor area. The data will be a critical component 
in measuring properties for energy use and consumption patterns. 

Due to the diverse nature of the region, the ASC has been 
challenged to capture more than raw data. Using the data 
collection tool developed in Europe and mentioned below, we 
expect that future data collection will be enhanced and will assist 
in identifying future green building certification opportunities. 

Europe 
In 2010, PREI developed a data collection tool that tracks 
electricity, fossil fuels, energy costs and water usage. To date, 
we have applied the tool and have started to collect data from 
75 properties with a gross value of approximately $3.65 billion, 
nearly half of the assets managed by our five European funds.  

For example, the TMW Immobilien Weltfonds (“Worldfund”) 
was the first PREI fund to collect and assess data on energy 
and water consumption and greenhouse gas emissions. 
PREI has collected and assessed data from 17 properties 
that represent about 75% of the fund’s gross property values 
(excluding developments). While the data collection is 
progressing well for landlord controlled space, access to tenant 
controlled data remains challenging.

Latin America 
The LASC rolled out a sustainability pilot test that was conducted 
in four sample properties (two retail, one low-income residential 
and one mixed-used) using the standards developed by 
the global and regional committees. Its goal is to develop 
an environmental diagnosis of the properties that identifies 
opportunities for quick improvements in sustainability. 
Additionally, the test evaluated and analyzed the application 
of international sustainable initiatives, certifications and best 
management practices, in a practical and cost-effective manner. 

We believe implementation of sustainable best management 
practices in Latin America over the past two years has 
generated important savings in energy and water costs, all 
without making any substantial capital investments. In retail 
properties, for example, we installed water-saving devices and 
water-free urinals, generating water savings up to 30%.

United States 
PREI continued the data collection process in the US by 
assessing 45 buildings for environmental performance in 
metrics such as energy consumption and water use. We 
also took a second look at 79 previously assessed buildings, 
which enabled us to evaluate our processes and progress. In 
2010, the total value of assets we have reviewed for building 
performance in the US is $4.63 billion, about 17.3% of US 
properties under management.

The participation in the US EPA ENERGY STAR® program grew 
15.2% to 114 office properties office from 99. Additionally, the 
weighted score moved to 73.5 from 67.8 in 2009 — an 8.4% 
increase (please refer to the graph on page 15).

PREI made significant progress in 2010 by expanding the number of properties in which we benchmark energy performance, 
monitor energy use and perform building assessments. In the past year, we’ve performed in-depth studies on nearly 200 buildings 
worldwide, providing insight to improve our environmental performance.

Expand Energy Monitoring Capabilities and Performance Benchmarking
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Environmental Certification Update 

According to the United States Green Building Council (USGBC), there are more than 180 green building certification platforms 
globally, each with their own focus and application.

While green certifications generally drive higher building performance, market conditions certainly play a role in adoption. These 
market conditions, including the different certification systems, vary by region. In response to local conditions, each region is in a 
different stage of the building certification process and frequently uses indigenous certification platforms. PREI evaluates every green 
certification process on a case-by-case basis to ensure the best use of resources, appropriate application of the certification systems 
and the probability of market impact.

Nex, a shopping mall in Singapore, opened in the fourth quarter of 2010 and earned 
the BCA Green Mark Gold award.

Nex
SINGAPORE

Asia 
PREI earned the Singapore’s BCA Green 
Mark Gold Standard for Nex, a shopping 
mall completed in the fourth quarter of 
2010. The mall’s green features include 
a landscaped “green” roof with terraces 
for enhanced thermal insulation; 
energy efficient mechanical and 
electrical systems; energy efficient light 
fixtures; an efficient water distribution 
system with sensor taps, water saving 
appliances and leak detection devices; 
CO2 sensors and low-energy glass for 
the exterior façade. 

Buildings in Asia, held within PREI-
advised funds comprising 1.5 million 
square feet of gross floor valued at 
$1.8 billion, have earned CASBEE and 
BCA Green Mark certifications.

Expand Energy Monitoring Capabilities and Performance Benchmarking
CONTINUED
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Europe 
The European Sustainability Committee (ESC) has mandated 
assessments of 10 properties in Spain, Germany, Italy, the 
Netherlands, and the UK with a total property value of nearly 
$775 million. These assessments will include a gap analysis 
to determine the steps necessary to achieve green building 
certification.

To date, office buildings in funds managed by PREI in Europe 
totaling 280,000 square feet and valued at more than $135 
million have been certified by LEED or BREAAM (Building 
Research Establishment - Environmental Assessment Method). 
Additionally, assets totaling more than 1 million square feet with 
a gross property value of nearly $500 million are in the process 
of being certified. In total, PREI managed properties in Europe 
with a gross property value exceeding $635 million, have been, 
or are in the process of being, certified by green organizations.

Latin America 
PREI is developing two projects in Mexico — El Rehilete and 
Valle de las Palmas — in line with Urban Integral Sustainable 
Developments (DUIS) standards. These certified projects combine 
housing infrastructure, services, equipment, retail, education 
and health services. The projects serve as a regional catalyst to 
support the development of low-income projects that contribute 
to the region’s economic, environmental and social growth.

El Rehilete and Valle de las Palmas represent a new idea in 
housing that addresses a mix of ecological, social, and financial 
concerns. This sustainable approach aims to achieve: 

1) Ecologically friendly housing;

2) Sources of permanent employment;

3) Components that provide retail services and entertainment 
 for residents; and

4) Sustainable development criteria for both housing and 
 infrastructure.

It is believed that the result of these efforts produce well-
organized communities and a healthy environment for residents 
of the projects.

Mitikah, a third mixed-use property in Mexico, was enrolled 
in the PCES green building certification, a process created by 
Mexico City. Achieving the standard of excellence would enable 
the project to qualify for a 10% discount in the housing tax.

Environmental Certification Update  CONTINUED

Expand Energy Monitoring Capabilities and Performance Benchmarking
CONTINUED
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Mitikah is intended to be a model of sustainable development 
in Mexico. At nearly 1 million square feet, it will be the first large 
multi-use development in a dense urban environment in Mexico 
City. The project, currently in its first phase of development, will 
eventually include multiple property types: a clinic, residential, 
retail, offices and a hotel. PREI is emphasizing cutting-edge 
environmental design in its planning. For Mitikah to fulfill this 
vision, clear performance targets must be established. The 
project will apply sustainable best management practices that 
are designed to respond to the local climate, site and culture.  

It will minimize energy, waste and water use, enable recharge 
of the aquifer and minimize carbon emissions. 

Mitikah will integrate sustainable initiatives in the areas of 
energy, water, waste, social responsibility and quality of living 
sectors. PREI’s approach addresses not only short-term 
environmental impact, but also long-term social, environmental 
and economic considerations. As a result, Mitikah is on track 
to obtain PCES, Mexico City’s local green building certification, 
qualifying for a discount on the housing tax. 

PREI is developing Mitikah, a large mixed-use complex in Mexico City, in line with the government’s most rigorous environmental 
standards. The project is on target to achieve Mexico City’s green certification, the Sustainable Green Building Certification (PCES).

Mitikah
MEXICO CITY

Expand Energy Monitoring Capabilities and Performance Benchmarking
CONTINUED
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United States 
To date, 31 of PREI’s US properties totaling nearly 13.3 million 
square feet and valued at $3.83 billion have achieved LEED 
certification. This certification system is generally accepted as 
the “green” standard for US commercial office buildings.

PREI is also pursuing LEED certification on additional buildings. 
All told, more than 50 buildings with 20.6 million square feet, 
representing $6.1 billion in AUM, have received or are in the 
process of receiving LEED certification. When these assets are 
certified, approximately 22.7% of our entire US portfolio will 
be certified.

Additionally, PREI is pursuing certifications that are focused on  
specific property types, such as hotels. One example is INK 48, a 
Kimpton Hotel in New York City, which earned the Green Seal, a  

 
certification focused on hotel operations which are a significant 
piece of a hotel’s environmental footprint.

Buildings that achieve an ENERGY STAR® rating of 75 or higher 
are eligible for the EPA’s ENERGY STAR label. As of year-end 
2010, 29 of the 53 US office buildings that meet this standard 
have been awarded the ENERGY STAR label. These properties 
represent 9 million square feet and more than $1.9 billion in 
gross asset value.

Environmental Certification Update  CONTINUED

INK 48
NEW YORK CITY

Expand Energy Monitoring Capabilities and Performance Benchmarking
CONTINUED
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LEED CERTIFICATION PIPELINE
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Expand Energy Monitoring Capabilities and Performance Benchmarking
CONTINUED
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Case Studies

CASE STUDY
Ballston Point, Arlington, Virginia 

The property managers at Ballston Point were looking for an 
action that would have a measurable and immediate effect on 
the environment and operating costs. They realized that the 
parking garage lights operated continuously and determined 
an upgrade with the lighting and the controls would be 
appropriate, producing a quick payback: lowering energy use 
and reducing costs. The project kicked off a green initiative 
program, in which the project will have a positive impact on 
Net Operating Income (NOI), translating to improved Net 
Present Value (NPV) and Return on Investment (ROI).

The Ballston Point lighting retrofit project was completed in the 
summer of 2010 and has produced shining reviews. Not only did 
it generate energy savings, but the entire staff agrees the garage 
lighting has been enhanced, creating a property that is visually 
more appealing with a greater sense of security for tenants.

Ballston Point
ARLINGTON, VIRGINIA

THE ASSUMPTIONS THE NUMBERS

15 Years Useful life of the fixtures $19,583 Retrofit Lighting Project Cost

$11,600 Savings per year 13,150 kWh/mo Average Monthly Consumption Reduction (a 40% reduction)

5% Discount rate 158,000 kWh/yr Annualized Energy Reduction

8.5% Cap rate 1.68 years Return on Investment

  $100,821 Present Value ($120,404 PV less $19,583 for retrofit costs)

  $137,224 Capitalized Value of the improved annual NOI
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  VALLE DE LAS PALMAS + URBI EL REHILETE + UBSA

LOCATION Tijuana, Mexico Guanajuato, Mexico

INVESTMENT STRATEGY Land Bank Improved Land

TOTAL ACQUISITION BUDGET $35.5 Million $5.3 Million

PROJECT CHARACTERISTICS The project includes 11,635 houses Planned development of 388 acres, 
 in an area of 458 acres. providing improved land designed to 
  support the construction of nearly 
  11,000 affordable housing units.

SUSTAINABLE CHARACTERISTICS Wastewater treatment plant, energy and water efficient devices, full environmental 
 law compliance, green areas, educational areas, healthcare areas, cultural areas, 
 sport facilities, public and bicycle transportation.

CASE STUDY
Urban Integral Sustainable Development (DUIS) 

In recent years, real estate has generated important economic 
benefits for communities while inadvertently creating some 
environmental and social challenges. One such challenge is 
urban sprawl, which leaves residents without an efficient means 
of transportation to commute to cities for work. To address 
these issues, governments around the world are launching 
initiatives aimed at sustainable development. 

In Mexico, for example, government authorities from diverse 
fields have established a working group to pursue the creation 
and promotion of DUIS. This partnership includes members of 
the public and private sectors. 

DUIS developments are considered to be a regional 
development catalyst, in which housing infrastructure, services, 
equipment, retail, education, health and industry work in 
harmony to support the development of low-income projects 
that contribute to the economic, environmental and social 
growth of the region.  

PREI Latin America and partners URBI, UBSA, IGS and 
ViveICA have recognized the sustainable relevance of this 
program, and have included housing and land bank projects 
in the DUIS certification process. It is worth mentioning that 
El Rehilete and Valle de las Palmas projects were the first to 
be approved by Mexico’s DUIS National Committee.

El Rehilete
GUANAJUATO, MEXICO

Case Studies
CONTINUED
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CASE STUDY
Fillmore Center, San Francisco, California 

The 10-building, 1,114-unit Fillmore Center was built 20 
years ago as a centerpiece of an urban renewal project in San 
Francisco’s Western Addition neighborhood. Shortly after it was 
acquired by PREI in December 2004, we determined there 
were opportunities to improve the operational efficiencies. 
Today it is recognized as a model in the area of sustainability, 
thanks to the LEED certification process that began in 2008. 
The two-year project involved collaboration between PREI, 
building staff, the property manager, the Laramar Group, and 
environmental consulting firms. The result was a thorough 
refurbishing of the complex that included:

n Enhancing the waste stream program to increase recycling; 
this reduced waste diverted to landfills by 17%.

n Adopting a Sustainable Purchasing Policy, reducing the use 
of harmful chemicals and cutting the cost of many products 
purchased.

n Retrofitting irrigation systems and plumbing fixtures, 
reducing water usage by 38%. 

n Replacing the existing commuter shuttle bus with a biodiesel 
bus and expanding the car share program to 15 vehicles, 
reducing conventional commuter trips by 47%.  

n Lighting and lighting control upgrades contributed to a 
reduction of weather normalized energy intensity of 54%.

The total renovation cost of $1.22 million was offset by 
$315,000 in rebates from public utilities obtained by PREI. 
What’s more, the annual savings on just the lighting ($360,000) 
and water ($160,000) retrofits have produced an 18-month 
simple payback on the total investment. 

The success of the project earned it the Green Building 
Council’s prestigious LEED Existing Building Silver Certification, 
making Fillmore Center the largest existing multi-family 
property in the nation to achieve the designation. The project 
demonstrates that a commitment to sustainability can benefit 
the environment, the community and improve the lives of 
individuals, all while enhancing the bottom line for investors. 

Fillmore Center
SAN FRANCISCO, CALIFORNIA

PROPERTY MANAGEMENT Laramar Group

YEAR BUILT 1991

SIZE 1 Million Square Feet

CERTIFICATION LEED Existing Building — Silver

Case Studies
CONTINUED
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CASE STUDY
Eleven Times Square, New York, New York 

Eleven Times Square, a 40-story, 1.1-million-square-foot 
building in New York City, earned the LEED Gold certification 
from the US Green Building Council upon the completion of 
construction in the fall of 2010, The building is one of the 
“greenest” buildings in Manhattan, catering to tenants who 
desire to attract and retain very high caliber employees. 

The building’s location – near four New York City subway lines 
and across the street from the Port Authority bus terminal – 
provides commuters with easy access to public transit, which 
minimizes the need for automobiles.

Besides amazing views of the city, Eleven Times Square 
contains multiple green features:

n Destination elevators that identify occupants’ digital IDs over 
time to efficiently provide elevators when and where they are 
needed.

n Floor-to-ceiling, energy efficient glass curtain walls with a 
graduated reflective ceramic dot pattern to reduce heat gain, 
minimize thermal loss and reduce energy use. 

n A rainwater harvesting system that is estimated to capture 
685,000 gallons for use in the cooling towers, plus water 
saving plumbing fixtures to save more than 40% of the water 
used in a comparable building. 

n A triple-filtered ventilation system, more stringent than 
required by code, to optimize indoor air quality. 

n Special exterior shading devices on the south and west 
facades to reduce heat gain and glare from the sun, 
providing additional comfort near the windows.

This joint venture between Prudential Real Estate Investors and 
SJP Properties sets a high standard for cutting-edge design 
among energy efficient and environmentally friendly buildings.   

Eleven Times Square
NEW YORK, NEW YORK

DEVELOPMENT PARTNER SJP Properties

YEAR BUILT 2010

SIZE 1.1 Million Square Feet

CERTIFICATION LEED Core and Shell — Gold

Case Studies
CONTINUED
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PREI is a founding member of the Greenprint Foundation, 
an innovative alliance of real estate investors committed to 
increasing energy efficiency, reducing carbon emissions, 
and enhancing property values across the global real estate 
industry. This commitment mirrors PREI’s goals of improving 
operational efficiencies and portfolio value, and supporting 
our environmental initiatives.

With buildings playing a critical role in the reduction of global 
emissions, utilizing a benchmark like the Greenprint Foundation 
Carbon Index takes an important step to measuring and 
reducing PREI’s carbon impact. PREI’s progress has been 
supported by our active participation in the Greenprint Carbon 
Index Committee. In fact, PREI submitted a wide range of 
properties and contributed approximately 6% of the total floor 
area of the index. 

In the fall of 2010, the Greenprint Foundation unveiled its 
first Carbon Index, which was comprised of 176 million feet 
of global real estate.

PREI’s data set included building performance metrics from 
26 properties in 10 countries. Of all properties evaluated, 
PREI’s properties, on average, performed very well. However, 
the study identified several challenges and opportunities. 

One challenge for all participants was collecting consistent, 
quality data. In many parts of the world, it is not customary 
for tenants to share their energy consumption, number 
of employees (occupants), or waste stream data. In some 
locations, data needed to be collected manually, requiring a 
thorough check to minimize human error. 

A PREI test portfolio of 17 properties on average emitted 94 kg 
CO2/m² of greenhouse gas in 2009. Properties less than 5 years 
old tended to have lower emissions. Another finding was that 
while US assets are as energy efficient as those found elsewhere, 
the US sampling produced nearly 60% more carbon emissions 
as similar assets in Europe. This is due to the higher carbon 
emissions factors associated with US electricity producers. As a 
result of this finding, our bulk power procurement process now 
considers the emissions factor from electricity providers, as a 
factor in the selection process, potentially lowering our carbon 
footprint and reducing energy costs.

Over the coming years, as we grow our participation and as the 
data becomes more refined, we anticipate additional carbon 
reductions and operational cost savings. 

Source: Greenprint Foundation, October 2010

COMPARISON OF PRUDENTIAL PROPERTY ENERGY LEVELS
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Saving resources and money through sustainability is not limited to property management, 
as demonstrated by the efforts involving the Prudential Valuation Management Center 
(PruVal). The web-based system, which went active in 2009, facilitates the quarterly 
and annual property valuation process through central tracking, storage, and valuation 
reporting that can be accessed internally and by third-party vendors. The system was 
developed by the Real Estate Research Corporation (RERC) in conjunction with Prudential 
Investment Management’s Chief Real Estate Appraiser and the Pru Valuation Team. 

The PruVal technology platform was developed to provide operational benefits and 
efficiencies to the valuation process and to enhance portfolio investment capabilities. 
But it furthers PREI’s green initiatives by creating a largely “paperless” appraisal 
process. This provides significant, measurable savings to PREI and all vendors associated 
with the valuation process, as well as being a valuable step in PREI’s efforts to be 
environmentally friendly.

By providing access to appraisal reports via the Internet rather than hard copies, PruVal 
provides potential savings of $146,000 annually in printing costs and $75,000 annually in 
mailing costs. Plus, the system saves the space needed and costs associated with storing 
hard copies of reports. What’s more, PruVal produces savings for its appraisers, which 
can pass down the cost savings through more competitive fee quotes. Eliminating the 
use of paper has the added benefit of reducing carbon emissions.

PruVal makes a measurable, and significant, contribution to PREI’s sustainability 
effort. As additional capabilities and efficiencies are developed within the system, it 
is reasonable to expect that these contributions and real cost savings will continue to 
increase. These green benefits are just one of the many valuable features PruVal offers 
to PREI’s valuation process.

PruVal provides potential 
savings of $146,000 
annually in printing costs 
and $75,000 annually in 
mailing costs. Eliminating 
the use of paper also 
has the added benefit of 
reducing carbon emissions.

Sustainable Business Practice Integration — Case Study
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All of our initiatives mentioned thus far require an awareness of sustainability. To grow an engaged group of stakeholders, and to 
ensure appropriate possibilities are pursued, the Education Sub-Committee is charged with addressing internal and external needs. 
This two-tiered approach, we believe, will improve the breadth and depth of our collective sustainability knowledge.

Programs like the ones described below, along with expanded communication tools, provide an awareness of sustainability that we 
hope will result in actions that reduce risks, improve returns, and provide environmental benefits.

Partner Education

Internal

One illustration of an internal need was achieving an 
understanding of the continually changing legislation and 
regulations in the US. To address these issues, the PREI 
Legal team partnered with multiple outside law firms, experts 
within these local markets, for an in-depth look at the issues 
in the 10 major US markets where PREI makes most of its 
investments. This program series provided insight and identified 
opportunities and will be made available on the PREI intranet 
for associates who were unable to attend the live presentation.

External

One external path taken was exposing our partners to thought 
leadership as well as new products and services that support 
our sustainability initiatives. The Latin America team brought in 
outside experts and vendors to bring visibility to opportunities 
and dispel the frequently cited myth that sustainability costs 
more. In fact, we believe that properly applied sustainability 
initiatives cost less than traditional methods.

Partners, project managers and portfolio representatives listen 
as guest speakers provide practical examples of how to reduce 
operating costs and minimize our environmental footprint.

Suppliers providing sustainable products and services in 
energy, water and waste management exchange ideas to 
improve building performance.
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Prudential became a signatory in 2009 to the United Nations-backed Principles for Responsible 
Investment. We believe that the principles strengthen our commitment to incorporate environmental, 
social and governance criteria into our investment practices, while continuing to meet obligations 
to provide favorable investment returns to investors. UN PRI has more than 800 global members 
representing in excess of $22 trillion in assets under management.

In 2009, PREI joined Greenprint, an industry association whose mission is to reduce the carbon 
footprint of the commercial real estate industry in an economically feasible manner. The mission is 
consistent with the goal of the Intergovernmental Panel on Climate Change (IPCC) to stabilize global 
greenhouse gases by 2050. Greenprint has a strong commitment to measurable progress, and, to that 
end, it has been engaged in creating a uniform data collection and management tool that fulfills both 
benchmarking and reporting needs for energy performance and carbon emissions – the Carbon Index 
discussed previously. This matches PREI’s goal of adding portfolio value through reduced operating 
costs, energy efficiency and increasing long-term capital value. PREI CEO Allen Smith sits on the Board 
of Directors.

The Washington DC-based US Green Building Council is a 501(c)(3) non-profit organization committed 
to a sustainable future through cost-efficient and energy-saving green buildings. The organization 
encompasses 79 local affiliates, more than 20,000 member companies and organizations, and more 
than 130,000 LEED Accredited Professionals. The USGBC leads a diverse constituency that includes 
builders, environmentalists, corporations, nonprofit organizations, elected officials, teachers and students.

PREI became a voluntary partner with the US EPA’s ENERGY STAR® Program in 2009. The program, a 
joint effort of the US Environmental Protection Agency and the US Department of Energy, seeks to help 
protect the environment through energy efficient products and practices. The EPA provides an energy 
performance rating system, Portfolio Manager, which has been used at more than 96,000 buildings 
in the US, and awards top-performing buildings (those that achieve a rating of 75 or higher) with the 
ENERGY STAR designation. 

 
Prudential Investment Management, the asset management business of Prudential Financial, joined the 
Investor Network on Climate Risk (“INCR”) early in 2009. INCR, a $9 trillion network of investors that 
includes asset managers, state and city treasurers and comptrollers, public and labor pension funds, 
foundations, and other institutional investors, seeks to promote a better understanding of the financial 
risks and opportunities posed by climate change. PREI is the real estate investment advisory business 
of Prudential Investment Management.

 

Member Organizations
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Sustainability Strategy Statement

Prudential Real Estate Investors is committed to championing efforts to provide environmentally sustainable real estate investments 
worldwide to its investor base while operating its business in a sustainable manner. To that end, we will proactively explore ways to 
cost-effectively green our portfolio while delivering favorable risk adjusted returns to our investors. 

Guiding Principles 

n  Recognize that it will take a sustained commitment to integrate the values of sustainability and resource conservation into PREI’s 
corporate culture and the operation and management of properties.  

n  Balance our efforts to improve the environmental footprint of our portfolio with our obligations as fiduciaries to enhance property 
performance for our investors.  

n  The values of sustainability, resource conservation, and climate change mitigation will be integrated throughout our business, 
supported by the following goals, objectives and strategies.

Goals    

Wherever practicable and cost-effective: 

n  Benchmark the portfolio’s energy and water consumption 
and waste production. 

n  Reduce the energy intensity of existing buildings. 

n  Reduce the water consumption of existing buildings. 

n  Reduce the non-recycled waste output of existing buildings. 

n  Incorporate sustainable design and construction in new 
investments. 

n  Specify the use of environmentally preferred materials and 
products where appropriate. 

n  Use clean energy. 

Vision Objectives

We will strive to:

n  Reduce our portfolio’s environmental impact.

n  Continue to improve the financial performance of our clients’ 
funds by reducing operating expenses and increasing asset 
values through strategic energy and resource management.

n  Continue to enhance the well-being of our tenants, 
residents, and employees by providing greener places to 
work and live.

n  Educate our partners, employees and vendors as to the 
benefits of sustainability efforts.

n  Communicate the results of our efforts to our investors and 
their consultants.

Strategies 

PREI’s business and all properties: 

n  Identify and join appropriate organizations and forums 
to engage PREI management with current sustainability 
thinking as it relates to the real estate investment 
management industry. 

n  Encourage our employees to develop sustainability expertise.  
This can be achieved through the pursuit of education and 
global designations such as the US Green Building Council 
designated LEED® Professional Accreditation.

n  Leverage field talent, collaborating with third-party property 
managers for on-the-ground expertise and tangible results. 

n  Conduct training for PREI staff, third-party property 
managers, and other groups that can influence the success 
of the sustainability initiative. 

n  Identify and pursue appropriate certifications, awards, and 
other recognition opportunities. 

n  Create capital expenditure review criteria that consider that 
life cycle costs and energy use are included in equipment 
purchasing decisions. 

n  Consider and evaluate the mitigation of climate change risks 
as they evolve. 

n  Work with our landlords to green the spaces in which our 
employees work.
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Existing Properties 

n  Implement on a multi-year basis the use of existing and 
customized tracking tools to establish accurate baselines of 
environmental performance and monitor changes over time. 

n  Identify and implement no- and low-cost energy and water 
efficiency improvements. 

New Properties 

n  Address sustainability considerations in decision-making 
regarding acquisitions and dispositions. 

n  Where appropriate, design and construct new buildings to 
achieve the equivalent of LEED®-NC certification or better, 
featuring energy performance that exceeds the requirements 
of local codes. 

n  Where LEED certification or equivalent is not feasible, look 
to incorporate other sustainable design and construction 
techniques in new buildings. 

Sustainability Strategy Statement
CONTINUED
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2010 Sustainability Committee Members

Executive Sustainability Committee

William H. Anderson
Max Beekmann
David N Bradford
Darin Bright
Paul Curcio
David De Vos
Jessica Diaz
Gernot Finselbach
Joan Hayden
Melissa Madura-Altmann
Susan Mello
Nancy Sikora
Vincent Tan
Dale Taysom

Education Committee

Max Beekmann
Darin Bright
David De Vos
Jessica Diaz
Sarah Downey
Gernot Finselbach
Paul Fiorilla
James Hegedus
Jennifer Karol
Donna Keoppel
Michael McMains
P. James Mehalso
Clarke Michalak
Stacee Smith
Chris Tourtellotte
Yvonne White

Climate Change Committee

William H. Anderson
Max Beekmann
Paul Curcio
David De Vos
Sarah Downey
Joan Hayden
Derek Wedgeworth

Global Sustainability Committee

William H. Anderson
Max Beekmann
Darin Bright
Ellen Burkhart
Bill Cheng
Alan Chow
Hui-Shean Chow
Paul Curcio
Scott Dalrymple
David De Vos
Jessica Diaz
Sarah Downey
Gernot Finselbach
Paul Fiorilla
Lawrence Frank
Monique Ghanem
David Harpum
Joan Hayden
James Hegedus
Fernando Herrera
Thomas Hoeller
Melanie Horton
Jennifer Karol
Donna Keoppel
Alison Kilpatrick
Louis LaForgia
Roberta Maia
Susan Mello
Theresa Miller
Jun Niwa
Mark Oczkus
Valerie Pan
Juliana Quadros
Markus Reissner
Christopher Rowe
Jordan Sanders
Ursula Schwarz
Nancy Sikora
Tom G. Smith
Stacee Smith
Albert Tan
Vincent Tan
Kwee-Hwa Teh
Nancy T’ng
Chris Tourtellotte
Derek Wedgeworth

Portfolio Liaison Committee

Jim Hegedus
Adam Matmon
Lauren Rambuszek
Rushabh Shah
Adam Ruggiero 
Hans Tasch

Asia Sustainability Committee

Alan Chow
Hui-Shean Chow
Bill Cheng
Jun Niwa
Valerie Pan
Albert Tan
Vincent Tan
Kwee-Hwa Teh
Nancy T’ng

European Sustainability Committee

Max Beekmann
Gernot Finselbach
David Harpum
Thomas Hoeller
Karin Nikol
Markus Reissner
Ursula Schwarz
Kaushik Shah

Latin American Sustainability Committee

Roberto Apaez
Israel Contreras
Jessica Diaz
Pablo Fonseca
Melanie Horton
Miroslawa Kopec
Ernesto Navarro
Marianna Nechytaylo
Bernardo Sampaio 
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