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Prudential Real Estate Investors has long incorporated sustainable practices and appropriate social policies and corporate 
governance into its investment decision making. Our ultimate goal is to align our fiduciary responsibility to clients with our 
desire to be good corporate citizens. Late in 2011 we took an extra step by formally adopting a new Socially Responsible 
Investment (SRI) Policy which codified our thinking and approach to investing.  

We started this process several years ago with simple improvements specific to our environmental commitment – such as 
installing more efficient light bulbs – that combined make a substantial difference. We worked with our partners to develop 
standards that would be beneficial to our investors, tenants and the environment. And we focused staff on the goal of 
improving our sustainability effort each year. 

But small successes create larger aspirations. For example, a year ago we challenged ourselves to demonstrate $50 million 
in value from our 2011 sustainability programs. I am pleased to report that we reached that goal through cost savings that 
boost properties’ net income and, therefore, value. Not to rest on our laurels, we have now committed ourselves to a $100 
million challenge for 2012-2013. 

During the past few years, many of the improvements to our buildings have been relatively simple, which means that build-
ing on our accomplishments will require greater creativity and planning. The more successful we are, the more difficult it will 
be to show marginal improvement. That is why our most important achievement to date might be hard to see or quantify: 
we have integrated sustainability into our decision-making and into almost every area of our business. Changing a light 
bulb can help cut our carbon footprint by a small amount; changing our approach, mindset and attitude can make an 
even bigger difference.

J. Allen Smith

J. Allen Smith
Chief Executive Officer
Prudential Real Estate Investors

LETTER FROM ThE CEO
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*see box on pg5

In 2011, PREI’s sustainability effort succeeded in expanding the use of our 
tools, sharpening our processes, improving our performance and creat-
ing value for our investors. Beyond that, we strengthened our commit-
ment to the culture of Socially Responsible Investing (SRI), which involves 
operating in a manner that produces non-financial benefits to society in 
addition to solid returns. 

Results
PREI’s sustainability objectives going into 2011 included expanding our 
existing reporting tools, improving our building performance and dem-
onstrating that sustainability can create value. Each objective required 
an integrated approach across many internal teams and our supply 
chain. In fact, the achievements would not have been possible without 
the dedicated efforts of our colleagues, partners and stakeholders.

These results include new and enhanced tools: we put in place several 
new tools to guide our efforts and embed them deeper into our decision-
making processes. In some global regions, we’ve piloted green leases, 
green property management agreements and green construction stan-
dards. We translated our Sustainable Standard Operating Guidelines 
(SSOG) into several languages to facilitate global distribution. Plus, we 
added to our policies covering governance, social and sustainable as-
pects of investing by adopting a global SRI Policy.
 
Improving performance: 
Our achievements in saving energy and creating value in 2011 were 
many. We added more than US$56.4 million* to the value of our port-

“SIGNALS OF RESPONSIBILITY ARE 
VERY IMPORTANT IN INdUSTRIES 
ThAT REqUIRE TRUST.”
 
Dr. Andreas Hoepner, St. Andrews University and a Principals for Responsible 
Investment (PRI) Research Academic

ExECUTIVE SUMMARY

folios through sustainable initiatives, hosted more than 10.5 mega-
watts of rooftop solar photovoltaic systems on multiple property types 
and earned the Global Real Estate Sustainability Benchmark (GRESB) 
Green Star for our PLA Retail Fund I in Latin America. As of the end 
of 2011, our portfolio of globally certified green buildings was valued 
at nearly US$8 billion. While pleased with our progress, we recognize 
there is still more work in front of us. To help us identify opportunities, 
we performed green building assessments on more than 450 buildings. 
The assessments benchmarked current building performance and will 
help to prioritize new sustainable initiatives by calculating the esti-
mated financial and environmental benefits of each recommended 
measure, building by building.
   
Challenges Remain
Many challenges remain to successfully deploy our sustainability 
program. One such challenge is data collection, which currently, 
(for metrics such as utility consumption) is predominantly a manual 
process. In 2012, we will be piloting new data collection software in 
conjunction with The Urban Land Institute’s (ULI) Greenprint Center 
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2011 SUSTAINABILITY hIGhLIGhTS:
  

VALUE Add
 •$56.4 MILLION* IN VALUE ADD
 •10.55 MEGAWATTS OF SOLAR PV ARRAYS

SOCIAL RESPONSIBILITY
 • SOCIALLY RESPONSIBLE INVESTMENT POLICY
 • GRESB GREEN STAR AWARD**
 
ENVIRONMENTAL, ENERGY & CARBON METRICS 

 • $7.6 BILLION*** GREEN BUILDING CERTIFICATIONS  

 • 450+ GREEN BUILDING ASSESSMENTS

 • 167 BUILDING CARBON FOOTPRINTS IN 16 COUNTRIES

 • -27% ENERGY USE, -12.5% EMISSIONS (PILOT PORTFOLIO)

*The value add calculation is based on incremental revenue and/or actual or  
estimated savings with an assumed terminal cap rate of 7.5%. Some savings  
and value add may be shared with tenants. Non-US cap rate is assumed at 8.5%. 
**GRESB Award specific to PLA Retail Fund I
***12/31/11 Asset value of certified buildings.

for Building Performance (formerly the Greenprint Foundation). The 
expectation is that automating the process where possible will im-
prove the quality, quantity and connectivity of information between 
utilities and our management teams.

Going Forward
Last year we set the goal of creating $50 million of added value to 
PREI’s portfolio through sustainable initiatives, which we dubbed our 
$50 Million Challenge. This year we set a $100 Million Challenge, in 
which we plan to add US$100 million in value to our global portfolios 
through sustainable initiatives over a two-year period. Benefits of our 
program involve diverse spheres such as risk mitigation, business conti-
nuity and tenant attraction and retention. And of course, there are the 
environmental benefits.

Our environmental goals go well beyond “reduce, reuse and recycle.” 
As a founding member of the ULI Greenprint Center for Building Per-
formance, we are committed to the common mission of reducing our 
buildings’ carbon emissions by 50% by 2030. We believe that we can 
achieve this goal in a responsible manner while fulfilling our fiduciary 
duties to our stakeholders.

This report is intended to express the responsibility we feel to our global 
stakeholders. As demonstrated by our “signals of responsibility,” which 
are listed to the right, financial benefit and sustainability can – and 
should – work hand-in-hand. That is the essence of responsible investing.
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Efficiency
Efficient use of resources such as energy and water and reducing 
waste is a key component of sustainability. These efficiencies drive cost 
reductions that improve net operating income, thereby adding value to 
business and real estate alike. This is particularly true within some property 
types in the US (as demonstrated by the chart on this page).  However, in 
many markets outside the US, market conditions may make it difficult to 
capitalize on efficiency (see case study, page 23).
 
Stability
By producing lower energy costs for tenants, solar leases provide   
incentives for tenants to remain in those buildings. In addition to reduced 
operating costs, many tenants are inclined to lease space within a green 
building. Green buildings tend to be more efficient, provide a higher level 
of indoor environmental quality and align with many tenants’ corporate 
missions. Repositioning a “standard” building to a “green” building can 
add value in the right situation (see case study, page 22).

Resiliency
We have identified markets in which we can lease unused space, such 
as empty rooftops, to developers who install solar photovoltaic panels. 
The panels produce electricity that can be sold to the electrical grid, 
the building’s tenants or to PREI for common area energy use. The leases 
create new incremental rent for the asset, a means to produce energy 
for the solar developer, discounted energy costs for some of our tenants, 
and a new renewable energy source for the community. (see case 
study, page 7).

ThE VALUE-Add PROPOSITION OF SUSTAINABILITY
 The $50 Million Challenge 
After giving careful thought to sustainability’s potential to add value 
to our portfolios, in the fall of 2010 we implemented the $50 Million 
Challenge. In 2011, we added value through all three strategies of 
efficiency, solar roof leases and tenant retention. The following chart 
provides a breakdown of our value-add proposition:

 2011 $50 MILLION CHALLENGE RESULTS (IN MILLIONS)

*The value add calculation is based on incremental revenue and/or actual or estimated 
savings with an assumed cap rate of 7.5%. Some savings and value add may be shared 
with tenants. Non-US cap rate assumed to be 8.5%.
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SOLAR ROOF LEASES - UNITEd STATES
2011 was a tumultuous year in the fledgling solar photovoltaic sector as a re-
sult of price volatility and uncertainty about the direction of regulations and 
government policy. What’s more, the direction and future value of Solar 
Renewable Energy Credits (S-RECs) in the US remains unclear. 

Because our roof leases typically have a 20-year term, we worked with our 
solar developers where possible to extend our roof warranties and/or nego-
tiated with them to provide the necessary capital to install new roofs, add-
ing significant value to the asset. In all cases, tenants benefit from reduced 
energy costs, helping to retain tenants and further stabilize our assets.

Benefits include:
 • New incremental roof rent 
 • Reduced operating costs for tenants
 • Potential offset of a property’s energy costs
 • Facilitation of the environmental benefits for the 
  communities in which we operate
 • Maximization of the risk-adjusted returns for our investors
 • New roofs or extended warranties

self-storage solar roof lease 
massachusetts

retail solar roof lease
New Jersey

Property 
Type

Number 
of Roofs

Roof Space  
Leased (sq. ft.)

Energy 
Generated (kw)

Value Added
(US$ Millions)

Industrial 1 871,200 6,800 $3.9 

Retail 1 136,874 483 $0.6

Self Storage 18 420,000 3,270 $5.1 

Total 20  1,428,074 sq. ft. 10,553 kw $9.6 Million

CASE STUDY
2011
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SOCIALLY RESPONSIBLE INVESTMENT POLICY
As an investment advisor, our primary responsibility is to add economic 
value to our clients’ portfolios over the long-term. In our role as fiduciary, 
we continuously look to find the balance between driving optimal per-
formance within the guidelines of the applicable investment manage-
ment agreements and ensuring that we consider the environmental, so-
cial and corporate governance (ESG) factors that can have an impact 
on long-term performance. 

To that end, our Global Management Committee adopted PREI’s So-
cially Responsible Investment Policy in 2011. This policy helps ensure our 
investments are socially responsible and serves as a framework for the 
continued integration of sustainability into all our business practices.

While the concept of socially responsible investment (SRI) is nothing new, 
its emergence in the real estate investment arena is relatively recent. 
There is not yet an industry-wide consensus on the ESG factors that are 
most relevant to real estate. That said, we recognize that many of our 
investors and partners share with us an interest in exploring the imple-
mentation of practices and procedures that are both consistent with 
current ESG thinking and the ongoing satisfaction of our fiduciary duties.

Our Socially Responsible Investment Policy is available on our website at 
www.prei.com.

“The SRI Policy has been adopted because we believe that 
stressing sustainable practices, ‘good’ social policies and cor-
porate governance factors as part of our investment decision 
making is important to our clients and can have a beneficial 
effect on performance. The Policy, which reflects both existing 
and aspirational global practices, is meant to inform how we 
invest around the world.

Adopting this internal policy was the logical next step follow-
ing our signing of the United Nation’s Principles of Responsible 
Investing. We have also endorsed the ILPA Guidelines, which 
our investors recognize as a set of ‘best practices’ in fund gov-
ernance and manager transparency; and these are reflected 
in the Policy.

Ultimately, we feel that adopting this SRI Policy is simply the 
right thing to do for our investors, our partners and our firm.”

J. Allen Smith
CEO
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GRESB “GREEN STAR”THE FORCE FOR CHANGE AWARD

Creating true and lasting change 
requires dedication from indi-
viduals, teams and organizations. 

PREI’s Latin America Sustainability Committee has been particularly 
pro-active. Team leader Jessica Diaz was selected as a First Runner-
up finalist in the Professional Chapter category of the 2011 Net Im-
pact Force for Change Award (http://netimpact.org/learn/force-
for-change). Working collaboratively with the Committee, Diaz led 
a project to build a sustainability strategy that included the devel-
opment and implementation of the PREI Latin America Sustainability 
Criteria, and sustainable development guidelines tailored to the Latin 
America market. 

Net Impact, a nonprofit community of more than 25,000 change mak-
ers using their jobs to tackle the world’s toughest problems, started 
the Force for Change Award to recognize the individual impacts of 
dedicated “intrapreneurs” who are making a positive impact in the 
world through their job.

During 2011, our second year of participa-
tion in the Global Real Estate Sustainability 
Benchmark (GRESB) survey, our Asian Retail 
Fund placed in the Top 5 of private funds 
in Asia and our Latin America fund, the PLA 
Retail Fund I, was awarded the prestigious 

“Green Star” designation from the GRESB Foundation. As stated in 
the 2011 GRESB Research Report, Green Star takes an “integrated or-
ganizational approach towards measurement and management of 
environmental key performance indicators, steering on reduction of 
resource consumption, and innovation in measures beyond energy 
efficiency (e.g., productivity, tenant behavior).”

While we believe the Green Star designation serves as one of our “signals 
of responsibility,” we are aware that there continues to be opportunities 
to integrate sustainability throughout our organization and improve our 
processes. We remain steadfast in our efforts to reduce our environmental 
footprint while delivering appropriate risk-adjusted returns for our investors. 
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Whether climate change is a cycle of nature or a result of human 
activities, we are obligated to ensure that our risk management prac-
tices are aligned with the environment in mind. Our climate change 
approach has developed into an emphasis to build more “resilient” 
portfolios, which means making our buildings able to withstand and 
recover from difficult climate conditions.

To meet this challenge, we are refining a methodology to thoughtfully 
integrate climate change risk analysis into business practices. We are 
evaluating global application of a multi-tier approach in which risks 
are evaluated before an asset is acquired and then on an ongoing 
basis as we manage the asset. 

The pre-acquisition criteria include the evaluation of risks we have 
regularly investigated for years, such as floods and severe weather. 
The criteria for ongoing evaluation will include regulatory risk and 
a review of risk trends. Together, the ownership cycle of real es-
tate and the evaluation of risks related to climate change will run  
parallel courses. 

Tools we have used to date include: the US Environmental Protection 
Agency’s Energy Star Portfolio Manager, the ULI Greenprint Center for 
Building Performance (Greenprint) survey, green building assessments 
and certifications and the SSOGs.  These tools and the data provided 
from them gives us a better understanding of how buildings can im-
prove environmental and financial performance. 

Thus far, we have found that workable solutions in some global re-
gions are simply not practical in others. In many parts of the world, 
the timeliness, availability and consistency of climate change related 
data remains a challenge.  

We believe we can address investor and stakeholder concerns, en-
sure our business practices are thoughtful, mitigate risk and as a result, 
improve the financial and environmental performance and the “re-
siliency” of the buildings we manage (see page 11 for an example).

CLIMATE ChANGE: BUILdING RESILIENCY                     

Image courtesy of Maplecroft
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INdUSTRIAL BIOCLIMATIC STUdY- MExICO
Sustainability principles can be applied to all buildings types, including in-
dustrial properties. In 2011, we closely examined one such development 
project through the use of a bioclimatic study. The aim of the study was to 
identify sustainable design decisions and recommendations to make the 
project as energy efficient and cost effective as possible, while reducing 
the building’s environmental impact.

A bioclimatic study identifies a building’s characteristics and attributes such 
as solar exposure, control of natural daylight and percentages of applied 
materials to create a lighting and thermal balance within the building. The 
data from the study allowed the design team to intelligently respond to the 
local climate conditions, in this case, conditions in Ramos Arizpe, Mexico. 

Translucent wall panels were recommended to provide more natural light 
into the building, reducing the lighting demand by up to 80%.  By thought-
fully locating the translucent panels, impact on the cooling load was mini-
mized. In contrast, had conventional design practices been used, lighting 
alone was estimated to consume more than half of the total energy. In 
fact, the bioclimatic study identified opportunities to create an energy 
savings of up to 43%, the equivalent of US$35,000 per year. In this case, 
CO2 emissions were also calculated to be reduced by 43% a year through 
the use of bioclimatic design principles. 

Although many industrial buildings may be similar in nature, certain vari-
ables may differ, such as local climate, architectural characteristics, and 
materials and equipment used. Our pilot study has demonstrated both 
economic and environmental advantages of a bioclimatic analysis.

solar aNalYsis
ramOs arizPe, meXicO

Images courtesy of Holler

CASE STUDY

Building Envelope Analysis
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ENVIRONMENTAL CERTIFICATIONS, ENERGY AND CARBON METRICS 
The adoption of environmental certifications has steadily gained ac-
ceptance around the world. Year after year, we‘ve seen new indus-
try and academic studies suggesting green certified properties are 
more likely to reduce operating costs, attract and retain tenants, and 
minimize risk (please refer to the case studies on pages 22 and 23). 
Green building certifications are completely aligned with real estate 
best practices. 

In our role as a fiduciary, we undertake the process of certifying our 
buildings responsibly, considering the costs and the benefits in advance. 
Therefore, we continue to evaluate green building certifications on a 
case-by-case basis. In 2011, we performed green building assessments 
on more than 450 buildings globally, up more than 225% from 2010. These 
assessments help us to pursue higher building performance, improve the 
bottom line and reduce certification costs.

Certification Progress
In any given year, the number of certifications earned will fluctuate 
depending on investment strategies, business cycles and local mar-
ket conditions. With third-party certifications helping to validate that 
our buildings are operating efficiently and with the environment in 
mind, we believe there is value in green building certifications. Holis-
tically, our long term goal is to continue to grow our participation in 
the number of certifications and regional systems.

Some of the 2011 highlights include more certification systems and 
more than one dozen new certifications on three continents. Certifi-
cations continue at a steady pace, fueled by office properties and 
new residential developments (see a case study on page 15). Our 
pipeline gives us the confidence that our numbers will continue to 
grow globally.

GLOBAL GREEN BUILDING CERTIFICATIONS AS OF 12/31/11

ASIA PROPERTY TYPE CERTIFICATION qUANTITY VALUE IN USD*

Australia Office GREEN STAR, 6 Star 1 375,000,000

Japan Office CASBEE S 1 237,534,000

Singapore Retail GREENMARK 1 560,000,000

Singapore Retail GREENMARK GOLD 1 1,500,000,000

4 2,672,534,000

EUROPE PROPERTY TYPE CERTIFICATION qUANTITY VALUE IN USd

Finland Office LEEd Silver 1 39,109,982

France Office hqE 1 124,003,784

United Kingdom Office BREEM, Very good 1 86,316,690

Portugal Retail Certificado de Desem-
penho e da qualidade

1 26,073,321

do Ar Interior 4 275,503,777

LATIN AMERICA PROPERTY TYPE CERTIFICATION qUANTITY VALUE IN USd

Mexico Land development dUIS 2 50,755,754

UNITEd STATES PROPERTY TYPE CERTIFICATION qUANTITY VALUE IN USd

United States Office LEED Certified 1 36,200,000

Office LEEd Silver 18 1,512,543,000

Office LEEd Gold 15 2,381,767,775

Office LEEd Platinum 1 151,000,000

Multi-Family LEEd Silver 1 383,020,000

Multi-Family LEEd Platinum 1 178,900,000

Multi-Family National Green Building 
Standard

1 40,400,000

Industrial LEEd Silver 2 76,156,000

Retail LEEd Silver 1 53,700,000

Retail LEEd Gold 1 45,000,000

hotel GREEN Seal 1 92,100,000

hotel GREEN Lodging 1 45,300,000

US Totals 44 $4,996,086,775

Global Totals 54 $7,994,880,306

*GMV as of 12/31/11
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By the end of 2011, more than 50 certified buildings had a gross mar-
ket value exceeding US$ 7.99 billion, representing nearly 16.3% of our 
global portfolio.

LEED certifications 
With the addition of 12 LEED certified properties in 2011, we had 42 at 
year end. Our pipeline is stronger than ever, with 30 properties pursu-
ing LEED certification over the next few years. We remain mindful that 
we are not in a sprint, but a marathon, so we are confident we will 
meet our long-term certification goals. 

With many of our certified buildings as larger assets, we expect the 
growth in market value will flatten as the number of certified buildings 
rises (see graph at left). The growth curve may also flatten by the num-
ber of properties, since the likelihood of selling certified assets rises as 
they comprise more of our total portfolio. 

We remain committed to environmental certifications; so much so 
that we are pursuing LEED Silver certification for our new corpo-
rate offices in Atlanta, GA and LEED Platinum for our new corpo-
rate headquarters in Madison, NJ. Watch for an update in our 2012  
Sustainability Report.

Energy Star
We expanded the number of US buildings in the US E.P.A. Energy Star’s 
Portfolio Manager program to 195. Our office portfolio has also in-
creased with 121 US office buildings now in the program, up from 114 
in 2010. As shown on the following page, the number of office build-
ings tracking energy and water within the program has increased as 
well as our average score from 73.5 in 2010 to 74 in 2011.
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Tracking energy data is important, but what we do with the infor-
mation is even more meaningful. We used data from our Energy 
Star survey to do green building assessments on low-performing 
buildings, creating a two-year strategy to improve energy and en-
vironmental performance. This program is in its early stages, but 
we believe that it will produce significant improvement, benefiting 
investors, tenants and the community.
 
Greenprint Foundation
In conjunction with the Greenprint Foundation, in 2011 we devel-
oped emissions benchmarks at 167 buildings in 16 countries, up 
from 26 properties in 10 countries the prior year. Of the subset of 
buildings that were tested both years, we decreased year-over-
year emissions in 75% of the buildings, although overall emissions 
increased by 1.2%. We will be exploring ways to reduce emissions 
here, as we did with another pilot group of buildings whose emis-
sions dropped 12.5% over a four-year period (please see the case 
study on page 15). 

At individual buildings, there are a number of reasons why emis-
sions may read higher than expected. Some buildings house ten-
ants with energy consuming laboratory equipment, data centers or 
24-hour operations. We identified a high-emission heating source 
at another building.  And, of course, human behavior plays a role. 
 
We have found value in understanding our emissions and total 
performance of our assets, which helps us to identify opportunities 
and mitigate risk. Our focus is to improve risk-adjusted returns for 
our investors and to improve the environmental performance of 
our investments.

PG14
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ENERGY SAVINGS ANd CARBON REdUCTIONS - EUROPE
In 2009, we created a pilot portfolio of 25 properties in 13 European coun-
tries to initiate a series of sustainability initiatives designed to reduce en-
ergy consumption, operating costs and carbon emissions. After collecting 
energy consumption data, we created a benchmark of existing perfor-
mance for each building followed by a multi-year sustainability road map 
for each property, starting with low-cost, quick payback opportunities. 

Typical building improvements included:
 • Improvements by implementation of Green Audit initiatives at the 
  property level resulting in improved building performance
 • Consistent application of the SSOGs led to more efficient 
  building operations
 • State-of-the-art, energy efficient mechanical equipment 

The energy consumption data from 2009, 2010 and 2011 demonstrat-
ed strong progress in energy savings and carbon emission reductions, 
surpassing our original expectations. 

Pilot Portfolio Emissions Study
Metric 2009 2011 Reduction

Average Energy Intensity 352 kWh/m2 254 kWh/m2 -27.8%

CO2 Emissions 112 kgCO2e/m2 98 kgCO2e/m2 -12.5%

This reduction of energy usage and carbon emissions represent 367 
orbits around the Earth with a medium-range aircraft.

CrYstal tower 
amsterdam, hOllaNd

CASE STUDY
2011
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PREI participated in three sustainability surveys in 2011 to evaluate our 
performance and to provide metrics to shape our program. Each sur-
vey helped to evaluate our efforts at different levels. The Greenprint 
Foundation Performance Assessment measured energy performance 
and carbon emissions in individual buildings. The Global Real Estate 
Sustainability Benchmark (GRESB) survey measured performance on 
a fund level, and the United Nations sponsored Principles for Respon-
sible Investment (PRI) Reporting and Assessment survey measured 
enterprise-wide progress. 

Greenprint Foundation Performance Report: Greenprint in 2011 sur-
veyed more than 1,600 buildings with 333 million square feet in 44 
countries, making it the largest global building carbon database. The 
report identifies metrics that include energy consumption, energy in-
tensity and carbon emissions. The sortable data enables PREI to iden-
tify opportunities to add value and improve the environmental perfor-
mance of our properties. 

For the 2011 survey, we collected data from 167 buildings with nearly 
40 million sf in 16 countries, up from 26 buildings in 10 countries that 
were surveyed in 2010. The 2011 findings include:

 • 75% of the 24 buildings that were surveyed both years reduced 
  emissions year-over-year
 • About 20% of the properties did not score as expected, 
  and total emissions went up 1.2%. 
 • Data collection remains challenging, particularly where proper-
  ties manage utilities by cost vs. cost and consumption
 • Office assets provide more data than other building types

 

SURVEY PARTICIPATION
Global Real Estate Sustainability Benchmark (GRESB): This survey – part 
of the PRI academic network – compares property funds on two met-
rics: “Management and Strategy” and “Performance and Implemen-
tation.” The 2011 GRESB survey included 340 funds with 21,000 build-
ings. Our highlights include:  
 • Five of our funds participated in 2011, up from three in 2010
 • Latin America’s PLA Retail Fund I achieved “Green Star” status 
 • Our Asia Retail Fund scored third among non-listed Asian funds 
 • Opportunities identified include the continued integration of sustain- 
  ability and improved and expanded building performance metrics 

Principles for Responsible Investment (PRI): With nearly 1,000 signato-
ries representing more than $30 trillion of investments, the Six Principles 
put forth by the PRI are influencing the investment industry. After com-
piling results, PRI each year provides participants with recommenda-
tions for improving performance. We took action last year in the wake 
of recommendations from the 2010 survey:

Principles 1 and 6: We implemented a SRI Policy (see page 8) and  
 took a more comprehensive approach to environmental, social  
 and governance issues. 
Principles 2 and 3: We increased our engagement with our supply  
 chain, tenants and other investment managers. 
Principles 4 and 5: Although we scored well above our peer group,  
 we continue to seek opportunities for improvement.

The surveys help us better understand the opportunities for improve-
ment within our organization. To help identify external opportunities, 
we also surveyed our supply chain, including our partners and prop-
erty managers. Ultimately, we need to ensure our approach is aligned 
with tenants, who are the end users of our buildings. Please refer to 
the supply chain and tenant survey results on page 17. 

PG16

2011
SUSTAINABILITY 

REPORT



TENANTS ANd SUSTAINABILITYSUPPLY ChAIN ANd SUSTAINABILITY
Tenant retention and sustainability can be intertwined as indicated with 
our case study in the Netherlands on page 22. To explore this further, in 
2011 we surveyed more than 550 US office tenants to gain some insight 
to the relative importance of sustainability. Not satisfied the initial results 
completely told the story, we asked our survey partner for the data 
by tenant size. We learned that the larger the tenant, the greater the 
interest in green building operations. In fact, for nearly 80% of US office 
tenants larger than 25,000 square feet, green building operations are 
important or very important. While the survey represents one building 
type and one global region, the survey may serve as a harbinger for 
other building types and regions.  

Our first annual sustainability survey was sent to many of our joint venture 
partners and property managers to gauge their activities and their views on 
sustainability. With nearly 200 global responses, we were able to capture a 
glimpse of how sustainability is viewed by our colleagues around the world. 
This survey serves as a two way communication tool to improve both our 
internal and external sustainability strategies.  

There is a strong acceptance of sustainability as a priority with at least 90% 
of respondents agreeing or strongly agreeing. Additionally, most agree 
sustainability is a way to add value. Interestingly, how sustainability is viewed 
by the survey respondents to mitigate risk varies globally, as indicated below:
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Sustainability is not a new focus at PREI, but each year it becomes 
ever more integrated into our processes. How we define sustain-
ability has grown from efforts to save energy to a broad commit-
ment to address a spectrum of environmental, social and gover-
nance issues. Our SRI Policy, adopted globally in 2011, is evidence 
of that commitment. 

Internal Integration
Much of the integration has revolved around our role as an owner 
of real estate.  Many decisions, such as those made by our US Invest-
ment Committee, include a review of sustainability opportunities and 
challenges for each potential transaction. 

To help keep sustainability “Top of Mind” within PREI, we have a glob-
al sustainability newsletter, “ECO,“ and have a dedicated location 
within our company intranet. Special events such as “GREEN WEEK” 
reinforce sustainability as a company value.   

The importance of sustainability goes beyond the investment deci-
sion-making processes. Some of our supporting functions have also 
identified opportunities to integrate sustainability into their work. 
Our solar initiatives show potential as a business continuity tool for 
us and our tenants. Around the globe, our product development 
teams consider sustainability as they design new products for our 
clients. For example, as a topic of interest to many college gradu-
ates, our organizational commitment to sustainability helps our 
campus recruiting effort. Internally, we continue to seek new ef-
ficiencies to improve our sustainable business approach, internal 
operations and performance.

INTEGRATION OF SUSTAINABILITY
External Integration 
Integrating sustainability has produced results in ways both expected 
and unexpected. Some areas have been proven to be obvious wins. For 
example, our regional teams have developed green leases and green 
property management agreements that have created a foundation 
for our on-site management teams to build upon. Our US development 
team has incorporated sustainability into our standard Memorandum 
of Understanding, a tool used early in the development process to in-
form potential partners of our goals and objectives for each new de-
velopment. Whenever appropriate, we use established development 
standards. In parts of the world where development standards are not 
practical, our Sustainability Criteria helps developers understand our in-
tent, which provides clear direction to all stakeholders. 

Working with our partners is critical to our success and sharing ideas helps 
to facilitate the implementation of sustainable initiatives, whether we host 
our joint venture partners or host a property type “summit” with our property 
type managers, offices around the globe are reaching out to stakeholders.  

We examine our practices beyond what we do as owners of real estate to 
a more thoughtful approach of how we conduct our business. By looking at 
our business practices with a filter of sustainability, we believe we can deliver 
stronger results for our investors, today and in the future. Our associates, work 
teams and external partners reflect on their own best practices and look at 
not just what they do, but how they do it through a lens of our SRI policy. 
Please refer to the case study on the following page which highlights the 
integration of sustainability into the master planning process.

Sustainability isn’t just about saving energy; it is a way of thinking.
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SAN AGUSTíN SUSTAINABLE MASTER PLAN - MExICO
For real estate projects to succeed, developers must provide a high quality 
of life for the people who live and work in them. That’s the idea behind San 
Agustin, a 2,470-acre master-planned community in Mexico that is being de-
veloped by PREI with a local development partner. The project is located 20 
miles outside of Juarez, near the US border at El Paso, Texas. 

The project encompasses a mix of employment, residential and community 
uses that are designed to serve as a model for other projects in Latin America 
and globally. Attention was given in the planning stage to urban form, op-
portunities to integrate sustainability concepts and opportunities for innova-
tion and added value. The planners developed a sustainability matrix that 
identified environmental, social and human elements and the best ways to 
achieve them. PREI’s criteria ensures not only that its projects comply with min-
imum sustainability standards, but that they identify practices that are cost-
effective and will enhance the quality of life of those who use them. PREI’s 
standards cover energy, water, waste, social responsibility, quality of life and 
risk prevention.

Among the initiatives that have been incorporated into the master plan are:
 • Landscape concept strategies
 • Transportation and connectivity
 • Energy efficiency
 • Storm water management
 • Materials and resources
 • PREI sustainability criteria.

With Mexico’s federal housing commission, Conavi, providing a subsidy for 
homeowners, meeting environmental standards will have a direct economic 
benefit as well.

saN agUstíN Master PlaN 
Juarez, meXicO

0 100 200 300 400 500

CASE STUDY

Proposed Master Plan
Image courtesy of AECOM
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COCA-COLA PLACE, SYDNEY, AUSTRALIA

CoCa-Cola PlaCe
sydNey, austrailia

CASE STUDY

Image courtesy of Investa
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In 2011, Pramerica (Asia) acquired an interest in Coca-Cola Place, a 
300,000-square-foot office building that was designed to be an inno-
vative example of sustainability. Completed in 2010, the building has 
earned many awards, including a “6-Star Green Star Office Design” 
and “As Built Rating” from the Green Building Council of Australia. It 
also has earned the highest possible 5-Star rating from the National 
Australian Built Environment Rating System (NABERS).

Because of the scarcity of in water Australia, the building was de-
signed to bring in 100% of its non-potable water from innovative 
sources such as:
 • Rainwater recycling for cooling towers
 • Graywater harvesting for use in toilets
 • Stormwater collection for irrigating the landscape

Energy is also addressed in an innovative manner. A tri-generation 
energy plant using a gas-fired generating system produces much of 
the building’s power supply. Waste heat from the power generation 
provides energy to the mechanical system. This integrated system is 
designed to produce greenhouse gas (GHG) emissions of only 40 kg/
CO2/m2, more than 80% less than the 2010 Greenprint average for 
air conditioned buildings (see the related story on page 14).

Energy efficiency and low water use reduce operating costs which 
helps to keep tenant costs low. But tenants are not the only stake-
holders to benefit. The local community also benefits from significant 
pieces of public art, including the sculpture, ceiling art, landscaping 
and heritage interpretation, to engage interest. The extra effort in 
planning and building Coca-Cola Place has helped the building to 
achieve a stabilized 97% occupancy rate.
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We invested in this 206,000-square-foot asset in 2001 which was built 
in 1980. More than half of the building is leased to an EU government 
agency in a market which, due to the economic crisis, had a very high 
30% vacancy rate.  As an EU governmental agency, low carbon emis-
sions were a critical issue to the tenant prior to the start of lease renewal 
negotiations. Providing a low carbon solution was essential to retain the 
tenant and keep the property stabilized.

Cost of refurbishment vs. cost of a new tenant 
After reviewing the cost/benefit analysis of several scenarios, the decision 
was made to move forward on a US$1.1 million energy efficiency upgrade.  

Low carbon upgrades to the building included: 
 • Installing new boilers 
 • Upgrading the ventilation and cooling system 
 • Installing a building management system 
 • Installing external sun blinds on all windows 
 • Improving the water efficiency 

The cost/benefit analysis suggested the sustainable improvements may 
increase the value of the property. In fact, analysis before and after the 
refurbishment suggest the decision added close to US$2.9 million to the 
value of the asset, more than a 200% return on investment.

Multiple stakeholders benefit
This strategy extended the anchor tenant’s lease term, improved investor 
returns, and reduced carbon emissions to the benefit of the environment.

 Cost/benefit decision criteria included: 
 • Tenant absorption rate
 • Lease term
 • Income
 • Marketing costs
 • Market incentives
 • Maintenance costs
 • Refurbishment costs
 • Capital investment of the low carbon upgrades
 • Environmental benefits

TENANT RETENTION - VISSERINGLAAN DEN HAAG, NEThERLANdS

DeN Haag
NetherlaNds, VisseriNGlaaN

CASE STUDY

Image courtesy of Pramerica
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Most of the mechanical and electrical systems at Tiong Bahru 
Plaza, a circa-1993 suburban mall in southern Singapore, were 
nearing the end of their useful life in 2011. Our Asia Retail Mall 
Fund, which has owned the mall since 2002, hired a consultant to 
audit the property’s systems and recommend measures to improve  
energy efficiency. 

Areas addressed by the consultant include energy calculation, systems 
operations, air conditioning, indoor air quality, temperature, humidity 
and ventillation, all in relation to meeting the Singapore Building and 
Construction Authority’s (BCA) Green Mark standards.

The consultant proposed replacing equipment and systems in a way 
that would optimize efficiency. The proposals include:

 • Installing variable speed drives for the air conditioning chillers 
  and water pumps
 • Optimizing chiller size in relation to the mall’s cooling patterns
 • Replacing chilled water pumps, condenser water pumps,  
  cooling towers and fan coil unit
 • Conversion of air cooled unit to chilled water fan coil

The improvements to the mall’s air conditioning systems, which are 
expected to be completed in 2012, are projected to save more than 
1 million KWH of electrical energy annually. That translates into an-
nual savings of roughly US$185,000 on electrical costs.

TIONG BAHRU PLAzA, SINGAPORE

exterior, tioNg BaHrU Plaza
siNGaPOre

atriUM, tioNg BaHrU Plaza
siNGaPOre

CASE STUDY

Images courtesy of ARMF (TBP) Limited
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BHP TOWER, KRAKOW, POLAND 
As a result of its commitment to sustainability and green building 
operations, the local property management team in Krakow, 
Poland, implemented the SSOGs to guide the following measures to 
lower the energy consumption, operating costs and environmental 
footprint of the BHP Tower:

 • Procured power through a third party
 • Replaced less efficient system components to reduce costs and 
  energy consumption
 • Reduced operating hours of the mechanical system by 
  leveraging technology of the building management system 
  (BMS) to minimize the energy intensity
 • Installed daylight sensors and a link to tenant’s work schedules 
  to reduce exterior lighting hours 
 • Improved lighting efficiency by installing LED light fixtures in 
  common areas 
 • Installed environmentally friendly refrigerants by replacing Freon 
  22 with an HFC refrigerant
 • Introduced bins for sorting waste to improve waste separation 
  along with tenant education to divert 80% of waste from landfills

These combined measures have produced an estimated annual 
savings of more than US$26,600 in the operating and maintenance 
costs. The sustainability investment of US$26,200 resulted in a simple 
payback in one year. The sustainability measures deployed at the BHP 
Tower reduced costs for investors and tenants, created opportunities 
for new and extended leases and provided environmental benefits. 

BHP tower
krakOw, POlaNd

CASE STUDY

Image courtesy of Barbara Staubach, Frankfurt a.M., Germany
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INTERNATIONAL PLACE, BOSTON, USA

iNterNatioNal PlaCe
BOstON, massachusetts

CASE STUDY

Image courtesy of Image courtesy of the Chiofaro Company
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International Place Tower I and II were built 20 and 25 years ago and 
acquired by PREI in 2005. Combined, the towers total nearly 2 million square 
feet. With some systems nearing the end of their useful life, a green building 
assessment was performed in 2009 to evaluate the major building systems to 
identify energy conservation measures (ECMs) including re-commissioning 
(a “tune up”) of the towers. To minimize the impact on the tenants, the 
following initiatives were completed in two phases: 

 • Installed heat exchangers which were designed for the building but 
  not installed by the previous owner 
 • Replaced all fan motors larger than 8 horsepower with new high 
  efficiency motors
 • Installed variable speed drives (VFDs) on large pumps and on some 
  chillers to provide operational flexibility
 • Lighting retrofits for interiors and the parking garage
 • Fine tuning of the operations and equipment schedules

The project was completed, under budget, in the first quarter of 2011, provid-
ing the following measured benefits:

  PROJECT SUMMARY

Capital Investment US$ 1.5 million

Energy Cost Savings

Tenant’s share US$ 312,000

Owner’s share US$ 468,000

Total Energy Savings US$ 780,000

Environmental Benefits

Carbon reductions since 2007 6200 MtCO2e* (-28.7%)

*Megatonne carbon dioxide equivalent



Guiding Principles
 • Recognize that it will take a sustained commitment to integrate the  
  values of sustainability and resource conservation into PREI’s corpo- 
  rate culture and the operation and management of properties.
 • Balance our efforts to improve the environmental footprint of our  
  portfolio with our obligations as fiduciaries to enhance property  
  performance for our investors.
 • The values of sustainability, resource conservation, and climate  
  change mitigation will be integrated throughout our business, sup- 
  ported by the following goals, objectives and strategies.

Goals 
Wherever practicable and cost-effective:
 • Benchmark the portfolio’s energy and water consumption and  
  waste production.
 • Reduce the energy intensity, water consumption, and the  
  non-recycled waste output of existing buildings.
 • Incorporate sustainable design and construction in new investments.
 • Specify the use of environmentally preferred materials and products  
  where appropriate.
 • Use clean energy.

Vision Objectives 
We will strive to:
 • Reduce our portfolio’s environmental impact.
 • Continue to improve the financial performance of our clients’ funds  
  by reducing operating expenses and increasing asset values through 
  strategic energy and resource management.
 • Continue to enhance the well-being of our tenants, residents, and  
  employees by providing greener places to work and live.
 • Educate our partners, employees and vendors as to the benefits  
  of sustainability efforts.
 • Communicate the results of our efforts to our investors and their consultants.

SUSTAINABILITY STRATEGY STATEMENT
Strategies 
PREI’s business and all properties:
 • 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.
 • 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.
 • Leverage field talent, collaborating with third-party property managers  
  for on-the-ground expertise and tangible results.
 • Conduct training for PREI staff, third-party property managers, and other  
  groups that can influence the success of the sustainability initiative.
 • Identify and pursue appropriate certifications, awards, and other  
  recognition opportunities.
 • Create capital expenditure review criteria that consider that life cycle  
  costs and energy use are included in equipment purchasing decisions.
 • Consider & evaluate the mitigation of climate change risks as they evolve.
 • Work with our landlords to green the spaces in which our employees work.

Existing Properties
 • 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.
 • Identify & deploy no/low cost energy & water efficiency improvements.

New Properties
 • Address sustainability considerations in decision-making regarding  
  acquisitions and dispositions.
 • Where appropriate, design and construct new buildings to achieve  
  the equivalent of LEED®-New Construction certification or better, featuring  
  energy performance that exceeds the requirements of local codes.
 • Where LEED certification or equivalent is not feasible, look to incorporate  
  other sustainable design and construction techniques in new buildings.

Prudential Real Estate Investors is committed to championing efforts to pro-
vide environmentally sustainable real estate investments worldwide to its in-
vestor 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.
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MEMBER ORGANIzATIONS

Prudential Investment Management, the 
asset management business of Prudential 
Financial, joined the Investor Network on 

Climate Risk (“INCR”) early in 2009. INCR, a $10 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.
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Prudential Real Estate Investors became a signatory in 2009 
to the United Nations-backed Principles for Responsible In-

vestment. 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 nearly 1000 global 
members representing close to $30 trillion in assets under management.

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 
300,000 buildings in the US, and awards top-performing buildings (those that 
achieve a rating of 75 or higher) with the ENERGY STAR designation.   

The Washington DC-based US Green Building Council is 
a 501(c)(3) non-profit organization committed to a sus-
tainable future through cost-efficient and energy-saving 
green buildings. The organization encompasses 79 local 

chapters, more than 15,000 member companies and organizations, 
and more than 176,000 LEED Accredited Professionals and green as-
sociates. The USGBC leads a diverse constituency that includes build-
ers, environmentalists, corporations, nonprofit organizations, elected 
officials, teachers and students. 

In 2009, PREI joined the Greenprint Foundation (January 
2012 update: now the Urban Land Institute’s Greenprint 
Center for Building Performance), an industry association 
whose mission is to reduce the carbon footprint of the 
commercial real estate industry in an economically fea-
sible 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 mea-
surable progress, and, to that end, it has been engaged in creating a uni-
form data collection and management tool that fulfills both benchmark-
ing and reporting needs for energy performance and carbon emissions 
– the Carbon Index discussed previously. This matches Pramerica’s goal 
of adding portfolio value through reduced operating costs, energy effi-
ciency and increasing long-term capital value. PREI CEO Allen Smith sits 
on the Advisory Board.   
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