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Agenda 

 Panelists (~60 min) 
 John K Scott, Colliers International 
 Jennifer McConkey, Principal Real Estate Investors 
 Abigail Dean, TH Real Estate 
 Dan Winters, GRESB 

 

 Q & A(~30 min) 
 

 Adjourn to CRE Networking Night  
 Jack Rose Saloon  
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Believe in Green: Investor Oriented 
Sustainability Insights for Commercial Real. 
John K Scott, Managing Director 
Colliers International REMS Florida 



Colliers International 

Global Real Estate Sustainability Initiative 
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Keeping it Simple 

People 

Planet Profit 

Benchmark 

Track 

Report Plan 

Act 

ESG Integration –  
        Triple Bottom Line 
 Environmental -  Planet 
 Social             -  People 
 Governance  -   Profit 

How we do it: 
 
Benchmark – measure performance 
Track – measure change over time 
Report – disclose performance 
Plan – develop program to improve 
Act – implement plan for improvement 

Why we do it: What we know: 



Colliers International  

Success Stories and Case Studies 
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Colliers International 

Energy Efficiency and the Income Approach 
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Reduced energy costs 



Colliers International 

Decision Matrixes 
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Know Your Unique Situation:  Value Impact Assessment 
Upgrade / Value 

Impact 
Considerations 

Revenue Expenses 
(Energy, 
Water + 
Labor) 

Gross Lease 
Rates 

Capital Funds 
Required 

Asset Hold 
Period (< 

5yrs) 

Asset Hold 
Period (> 10 

yrs.) 

NOI Impact 

Major HVAC 
Equipment: 20 – 
25 yr. life-cycle 

    (More 
competitive by 
minimizing 
operating 
costs) 

High  No Yes  

HVAC Equipment 
Recommission-
ing: 5 – 10 yr. life-
cycle 

    Low/Medium Maybe Yes  

Lighting Upgrade 
5 – 10 yr. life-
cycle 

    Low / Medium Yes Yes  

Thermal Mass 
Storage Modeling 
+ Economic 
Demand 
Response: 
perpetuity 

 -  Medium 
(market 
dependent) 

Maybe Yes  

LEED 
Certification 

        No Yes (future 
demo-graphics 
or tenants) 

 



Colliers International 

Why? 
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Valuation: The Sustainability Factor  

Value 
Creation 

Value 
Measurement 

Value 
Assignment & 

Capture 

Current 
/Leading 

 
Innovative 

and 
Complex 

 
Emerging 

 

Energy Efficiency  NOI, Reputation  Net Rents Performance  
Income and Sales Approach 

Green Building  Potential Performance, 
Reputation 

 Net Rents, Occupancy  
Income and Sales Approach 

Indoor Air Quality Productivity:  absenteeism 
+  sick days; Tenant 
Satisfaction Surveys 

Worker Productivity   Tenant  
Performance Satisfaction 

Tenant Engagement Performance, Tenant 
Satisfaction 

Marketplace Differentiator, 
Tenant Loyalty 



Colliers International 

What are We Valuing, How Tangible is it?, Who Does it 
Matter to? 
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Colliers International 

Income Approach Hypothetical Scenario 
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 Pre-Upgrade Value (10% cap 
rate) 

High Performance Value (10% 
cap rate) 

Improvement in 
Value 

Energy Efficiency Only 
Scenario (Energy 
efficiency improvements 
that result in a 30% 
reduction in overall 
operating expenses) 

Gross income: 150K 

Adjusted gross income 
(assuming 5% 
vacancy/losses): 142.5K 

Operating expenses: 70.0K 

Value: 725K 

Gross income: 150K  

Adjusted gross income 
(assuming 5% vacancy/losses): 
142.5K 

 Operating expenses: 49K 

 Value: 935K 

210K 

Energy Efficiency + 
Increased Occupancy 
(Increased Occupancy 
Rate Impacts based on 
tenant demand for green 
certified spaces) 

Same as above Gross income: 150K 

 Adjusted gross income 
(assuming 3% vacancy/losses): 
145.5K 

 Operating expenses: 51K 

Value: 945K 

220K 

 


			Comment by Melissa Huber: Graphic opportunity – need to develop common template for tables throughout chapter – work with Amie or production	Comment by Holly Bentley: Melissa – we have some of this but I would like us to work with Amie for a new design.

		Pre-Upgrade Value (10% cap rate)

		High Performance Value (10% cap rate)

		Improvement in Value



		Energy Efficiency Only Scenario (Energy efficiency improvements that result in a 30% reduction in overall operating expenses)

		Gross income: 150K

Adjusted gross income (assuming 5% vacancy/losses): 142.5K

Operating expenses: 70.0K

Value: 725K

		Gross income: 150K 

Adjusted gross income (assuming 5% vacancy/losses): 142.5K

 Operating expenses: 49K

 Value: 935K

		210K



		Energy Efficiency + Increased Occupancy (Increased Occupancy Rate Impacts based on tenant demand for green certified spaces)

		Same as above

		Gross income: 150K

 Adjusted gross income (assuming 3% vacancy/losses): 145.5K

 Operating expenses: 51K

Value: 945K

		220K









Investor Insight 
Leadership and Research 

2017 Better Buildings Summit 
 
 
 

Jennifer McConkey  
Senior Director, Operations and Sustainability   

Real Estate 



Context for the Pillars of Responsible Property Investing (PRPI) initiative 

Principal Global Investors became a signatory to the United Nations Principles of Responsible Investing in 
2010: 
• Commitment to consider environmental, social, and governance issues in investing practices 
• In 2013, formalized and expanded the PRPI initiative 

 
Increased interest in, and focus on, international clients: 
• Consultants and clients increasingly inquire as to our environmental, social and governance (ESG) practices 
• International clients place a particular emphasis on our capabilities in this area 

 
Market trends and expectations are changing: 
• “6 Trends” - Materiality, Performance, Resilience, Intelligence, Experience, Research 

 
Emerging competitive reality and market norm:  
• Growth of Global Real Estate Sustainability Benchmark (GRESB) continues to accelerate 
• 2016 survey included over 750 entities (up from 637 two years ago), reporting on 66,000 assets, and $2.8 trillion in 

gross asset value 
– 100% of NCREIF-ODCE Index funds participate in GRESB 

History and drivers 

For Better Buildings Summit use only. 12 



Researching the relationships between energy efficient (green) buildings and 
financial performance of assets 

Department of Energy partnership 

Data source: Principal Real Estate Investors. Analysis of data by Department of Energy. For Better Buildings Summit use only. 13 

A Research Problem: Data challenges limit researchers’ ability to quantify the financial benefits of high-performing, 
energy-efficient buildings 
• Access to critical data extremely limited due to proprietary concerns 
• Replicating results and methodologies is a significant challenge and matching property-level records requires 

significant time and expense 
• Isolating and controlling moderating factors to identify drivers behind changes in financial performance is very 

difficult 
 

DOE’s Objective: Catalyze the availability of data and proliferation of research that explores the links between 
sustainability, building performance, and financial benefits by: 
• Improving access to critical data sources 
• Enabling large-scale, longitudinal, repeatable analyses of relationship(s) between energy efficiency and financial 

performance of commercial real estate assets 
• Using empirical evidence to create market incentive for additional energy efficiency investment amongst leaders 

 
Principal’s Role: Acted as the sole data contributor to DOE’s pilot data collection and research effort.  
• Provided lease-level and property information to test DOE’s proposed data collection, and analysis processes 
• Compared the financial performance of green (LEED or ENERGY STAR certified) and non-green buildings 
• Analyzed 131 of our office properties (totaling 25 million SF of area) 
• Conducted two statistical analyses on data: (1) correlation and (2) linear regression 

 



Comparing financial performance of green (LEED or ENERGY STAR certified) & non-
green buildings 

Department of Energy partnership 

Data source: Principal Real Estate Investors. Analysis of data by Department of Energy. For Better Buildings Summit use only. 14 

Findings:  
• Correlation analysis – green buildings exhibit (compared to non-green peers): 

 

• Linear regression – green buildings exhibit (compared to non-green peers): 
 
 
 
 
 
 
 
 
 
 

 
Next steps: 
• Distribute executive summary and marketing piece summarizing results to investors 
• Research the relationship between green buildings and tenant satisfaction 
• Provide data to DOE for aggregation and analysis in conjunction with information from other CRE leaders 

Financial variable  

↑ 
Market 

value/SF 

↑ 
Net 

operating 
income/SF 

↑ 
Occupanc

y 
 

↑ 
Rent/SF 

 

↓ 
Operating 
expense 

↓ 
Rent 

concessions/S
F 

Correlation 
coefficient 

0.06 0.35 0.35 0.07 -0.46 -0.15 

28% 17% 
Higher net  
operating 
income 

Lower  
operating 
expenses 

Financial variable Change from  
non-green average 

Statistically 
significant? 

Market value/SF 8.4% No 

Net operating 
income/SF 28.8% Yes 

Rent/SF 4.3% No 

Rent concessions/SF -6.9% No 

Occupancy 6.2% No 

Operating 
expenses/SF -17.6% Yes 



Incorporating green building requirements into our appraisal process 

Enhancing appraisals 

For Better Buildings Summit use only. 15 

Leveraging the DOE Appraisals Toolkit: 
• Identified revisions and worked with our appraisal team to refine scope of work with Altus Group 

 
Our team created the following materials: 
1) Revised scope of work for appraisal services: 
• Includes analysis of a property’s:  

– High-performing building attributes 
– Energy performance 
– Green building certifications or energy ratings 

• Evaluation of energy performance and green certifications/ratings of comparable properties 
• Requires independent and competent evaluation of green features 
 
2) List of documents provided to appraiser: 
• Verified ENERGY STAR score 
• Sustainability Profile or ENERGY STAR Custom Profile (if available) 
• List of energy efficient, resilient, or high-performance equipment and building features 
• Information on Green Certifications (LEED, ENERGY STAR Certification, etc.) 
• Tenant satisfaction survey results 
• Other documents related to energy, environment, resilience, or high-performance equipment and building 

features 



Integrating additional sustainability measures in our leasing policies 

Green leasing 

For Better Buildings Summit use only. 16 

Six elements we addressed through green leasing updates: 
 
1. Cooperation from tenant on sustainability programs or initiatives  

 
2. Allow pass-through of energy efficiency-related capital expenses to tenants 

 
3. Require disclosure of tenant utility data to enable whole-building benchmarking 

 
4. Incorporate minimum standards for energy efficiency in tenant improvements 

 
5. Require submetering for individually metered utilities 

 
6. Incorporate specific language for operations, maintenance, and replacement of 

rooftop units 
 



Vetting and implementation of smart building technologies that increase value 

Smart buildings 

For Better Buildings Summit use only. 17 

Our Smart Building Strategy  
We work to ensure specialized smart building aspects are 
appropriately incorporated into each of our individual assets 
through the following: 
 
• Collaborate with partners, peers, and experts to identify 

best practices and industry trends that add value 
• Research new technologies, amenities, and cost savings 

strategies  
• Evaluate technologies and approaches through product 

demonstrations, vendor due diligence, and property-level 
pilot programs 

• Deploy vetted, best-in-class, smart building features when 
they align with, and support, the investment strategy of the 
property 
 

Our Building Innovation Checklist  
A key list of questions to assist in the evaluation of new 
innovations, technologies, and practices to ensure that they 
are properly analyzed and appropriately implemented 

 



Articulating our sustainability knowledge and performance 

Engaging investors 

For Better Buildings Summit use only. 18 

Our website 
#SustainabilitySunday 
Twitter Campaign 



Articulating our sustainability knowledge and performance 

Engaging investors 

For Better Buildings Summit use only. 19 

Investor Annual Reports Thought Leadership Blogs 



Abigail Dean, Global Head of Sustainability 
TH Real Estate 
 
 
 

Investor Insights 
Investing in Tomorrow’s World 



Global real estate presence with local expertise 
$96.8bn AUM, 480 people across 18 offices 

       174 
 

Americas 

$67.8bn 

285 
Europe 

$26.4bn 

Americas 

Boston 

Charlotte Chicago 

Hartford Newport Beach 

New York  

San Francisco 

Europe 

Frankfurt 

London 

Luxembourg Milan  

Madrid  

Paris 

Stockholm 

Vienna 

Asia-Pacific 
Shanghai 

Singapore Sydney 
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Asia-Pacific 

$1.9bn 

 



Investing in Tomorrow’s 
World, for the enduring 
benefit of our clients and 
society.  

    



The impact of sustainability through the investment lifecycle 

DISPOSAL 

6 

      CAPITAL 
WORKS 

5 

      PROPERTY 
MANAGEMENT 

4 3 

           LETTINGS 
      RENEWALS, 
EXPIRIES PURCHASIN

G 

2 

INVESTMENT 
SOURCING 

1 

Tomorrow’s 
World Strategy 
 
Increased 
Capital Raising 
– positive 
ratings in 
investor 
benchmarks 

Sustainability 
View at Due 
Diligence phase 
 
Climate Change 
resilience, 
legislative risk 
and impact new 
acquisition will 
have on ability 
to meet targets 

Sustainability 
credentials used 
in marketing 
collateral e.g. 
LEED, Energy 
Star 
 
Positive impact 
on tenant 
retention 

Reduced tenant 
costs through 
efficient 
operation 
 
Ongoing 
benchmarking 
and reporting 
 
 

Sustainable 
Property 
Development 
Policy 
 
Sustainability 
considerations 
worked into 
annual asset 
business plan 
process 
 

Future proofing 
against negative 
impact in exit 
yields and 
liquidity 



Responsible investment movement 
Pressure from investors 

Target of 50% reduction in CO2 as a proportion 
of turnover by 2020, compared with 2015 – will 
divest from carbon intensive investments 

“A key part of our new responsible investment 
approach is a sharp reduction in our CO2 
footprint, which needs to fall by 25% by 2020. “ 
 

“AP2: Our climate ambition is to develop our 
portfolio in line with the two-degree target.” 
..“Long-term investment requires companies 
capable of long-term sustainability”  

Top Investors UN PRI GRESB 
APG ❊ ❊ 

  Norges ❊ ❊ 
CBREGi ❊ ❊ 
AusSuper ❊ ❊ 
Allianz ❊ 
CNP Assurances ❊ 
CPPIB ❊ 
PGGM ❊ ❊ 
AP1 ❊ ❊ 
AP2 ❊ ❊ 
Pennsylvania Municipal 
BNP ❊ ❊ 
Aviva ❊ ❊ 
MN ❊ ❊ 
AIMCO ❊ ❊ 



TARGET 
 

2015 Baseline 
Energy Intensity Based 

 
 

For all owned stock 
2030: 30% reduction 

 



Setting a long term energy reduction target 

• TH RE reaching end of target cycle 
• Internal unification and a restructure required global consistency 
• TH RE are industry leaders - targets should reflect this 

Why this work 
was needed? 

• Categorisation:  Identified  tier 1, 2 and 3 assets based on 
materiality and efficiency 

• Baselining: Benchmarked portfolio and projected BAU impact 
• Target setting: Based on technical potential and external 

stakeholders 

What was 
proposed? 

• Ambitious target that compares well with external stakeholder 
commitments, made up of tailored asset targets, based on best 
practice 

• Action plans by asset tier, which are built on a standardised global 
prioritisation method 

• Tools that allow the impact of acquisitions on targets to calculated 

What was the 
planned 
impact? 



Sectoral Decarbonisation Approach 

• Science Based Target Initiative (SBTI) 
• Sectoral Decarbonisation Approach: One of 7 approved 

methods and the most commonly adopted 



Source: SDA pathway for services 

SDA method assumes a carbon intensity trend for services sector 
based on floor area 



The impact of churn and growth mean that targets can only be 
achieved by influencing what assets are bought 
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The impact of churn and growth mean that targets can only be 
achieved by influencing what assets are bought 
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Integrating sustainability into the due diligence process 
 

Opportunity Recorded Pipeline 

IC 

‘Active’ Make offer 
(val, pricing, negotiate) 

Deal agreed 

IC papers 

Further work Exchange 

Completion On boarding 

Technical DD 
(Cashflow, Env Ph1, Building Survey, Vals report) 

Key 
engagement 

area 

Voluntary 
Mandatory 

Engagement key 



Integrating sustainability into the due diligence process 
 

Tomorrow’s World: Sustainability 

In depth version 
 
 Utilising third parties 
 Detailed energy analysis (e.g. 

optimisation of plant) 
 Improvement cost modelling 
 Wider range of issues (e.g. 

waste, water, community) 
 

Light version 
 
 Information already available 

through DD 
 EPC / Energy Certification 
 Flood risk / physical risks 
 Contaminated land 
 Energy Use 



Categorisation of assets to achieve performance improvements 

Tier 1 – 6% annual energy reduction 
target. 
High energy cost and high energy intensity: site 
visits, remote diagnostics, additional support, 
review meetings, in depth reporting 
 
Tier 2 – 4.5% annual energy reduction 
target. 
Standardised checklists (per property type), 
remote diagnostics where there is a return on 
investment.  

 
Tier 3 – 3% annual energy reduction 
target. 
Standardised checklists, monitoring approach. 
Engagement with tenants. 



Dan Winters, CRE 
Head of Americas 

d.winters@gresb.com 
+1 202 997 3922 – mobile  
+1 202 742 3277 – office  



Enhance and protect shareholder value  
by assessing and empowering  
sustainability practices in the  
real asset sector  

MISSION 



Assesses the ESG 
performance of 
property companies, 
fund managers and 
developers 

Assesses ESG 
performance of real 
estate lenders 

Assesses the ESG 
performance of 
infrastructure assets 
and portfolios 



GRESB Institutional Investor Members 
Integrate ESG data  |  utilize GRESB analytic tools 



Real Estate Market 
Economic signaling 

Sustainability Performance 

Leadership Regulation 

Buildings 



GRESB Real Estate Assessment 
Private equity funds | separate accounts | private + public REITs | JVs & club deals 

ESG Performance Leaders 

Engagement 



ESG Engagement Drivers 
Top down, bottom up 

Capital 
Market 

Company 

Portfolio 

Building 

Institutional Investors 

REITs 
Private Equity 

Portfolio Manager/ 
Asset Manager 

Property Manager/ 
Facility Manager 



PORTFOLIO  
OWNERS 

REAL ESTATE  
DEVELOPERS 

INSTITUTIONAL 
INVESTORS STRUCTURED 

COMMUNICATION 



GRESB Competencies 
Understanding and improving ESG performance 

Systematic assessment  
companies | funds | separate accounts | JVs 
 

Objective scoring  
ESG performance  

Peer benchmarking 
differentiate market 
participants 

0 - 100 



ISO 14000 
Systematic framework 

PLAN 

DO 

CHECK 

ACT INDICATOR 



8.8% 

9.5% 

12.4% 

8.8% 

10.9% 

25.2% 

24.5% 

GRESB 
SCORE 

Policy &  
Disclosure 

Building  
Certification 

Monitoring  
& EMS 

Management 

Performance  
Indicators 

Risks &  
Opportunities 

Stakeholder  
Engagement 



2016 GRESB Participants 
~ 200 listed property companies | ~500 private equity funds 



Global in Scope 
2016 industry coverage 

759 Entities    |    63 Countries    |    66,000 Assets 



North America 2016 Participation 
United States and Canada 

AEW Capital Management 
Alberta Investment Mgmt 
American Realty Advisors 
AMP Capital Investors 
Avison Young 
Bentall Kennedy Group 
BlackRock 
Blackstone  
Brookfield  
Carr Properties 
CBRE Global Investors 
CIM Group 
Clarion Partners 
Colony Capital, Inc. 
CommonWealth Partners 
Cornerstone Real Estate 
DivcoWest 
Exeter Property Group 
Federal Capital Partners 
Federal Realty Trust 
Greystar 
GTIS Partners 
GWL Realty Advisors 
Harrison Street 
Heitman 
Invesco Real Estate 
Investa 
Ivanhoe Cambridge 
J.P. Morgan Asset Management 
Jamestown Properties 
Jonathan Rose Companies 
 
 

KingSett Capital 
LaSalle Investment Management 
MacFarlane Partners 
Madison Marquette 
Manulife / John Hancock 
MetLife Investment Management 
Minto Group 
Moorfield Investment Management 
Morgan Stanley 
National Real Estate Advisors LLC  
Normandy Real Estate Partners 
Ontario Teachers' Pension Plan 
Oxford Properties Group 
PGIM Real Estate 
Pine Tree 
Principal Real Estate Investors 
Prologis 
Rockefeller Group  
RXR Realty 
Savanna Funds 
Sentinel Real Estate 
Shorenstein Properties 
Standard Life Investments 
TA Realty 
TIAA | Henderson Real Estate 
Time Equities 
Tishman Speyer 
Triovest 
UBS Global Asset Management 
USAA Real Estate 
 
 
 



Industry Results 
Scoring and benchmarking ESG performance 



Competitive Differentiation 
Harnessing market-based competition 

ESG Performance 

Portfolios 



Contact Us 

Cindy Zhu 
US Department of Energy 
Cindy.Zhu@EE.Doe.Gov 
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John K Scott 
Colliers International 
John.Scott@Colliers.Com 
 
 

Jennifer McConkey 
Principal Real Estate Investors 
McConkey.Jennifer@Principal.Com 

Abigail Dean 
TH Real Estate 
Abigail.Dean@THRealEstate.Com 

Dan Winters 
GRESB 
D.Winters@GRESB.Com 



Thank You 

Provide feedback on this 
session in the new 
Summit App!  
 
Download the app to your 
mobile device or go to 
bbsummit.pathable.com 
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Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of April 2017. Information derived from sources 
other than Principal Global Investors or its affiliates is believed to be reliable; however, we do not independently verify or guarantee its accuracy or validity. Past 
performance is not necessarily indicative or a guarantee of future performance and should not be relied upon to make an investment decision. 
  
The information in this document contains general information only on investment matters. It does not take account of any investor’s investment objectives, particular 
needs or financial situation and should not be construed as specific investment advice, an opinion or recommendation or be relied on in any way as a guarantee, 
promise, forecast or prediction of future events regarding a particular investment or the markets in general. All expressions of opinion and predictions in this document 
are subject to change without notice. Any reference to a specific investment or security does not constitute a recommendation to buy, sell, or hold such investment or 
security, nor an indication that Principal Global Investors or its affiliates has recommended a specific security for any client account. 
  
Principal Financial Group, Inc., Its affiliates, and its officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy (including 
by reason of negligence) arising out of any for error or omission in this document or in the information or data provided in this document. 
  
Any representations, example, or data not specifically attributed to a third party herein, has been calculated by, and can be attributed to Principal Global Investors. 
Principal Global Investors disclaims any and all express or implied warranties of reliability or accuracy arising out of any for error or omission attributable to any third 
party representation, example, or data provided herein. 
  
Potential investors should be aware of the many risks inherent to owning and investing in real estate, including: adverse general and local economic conditions that 
can depress the value of the real estate, capital market pricing volatility,  declining rental and occupancy rates, value fluctuations, lack of liquidity or illiquidity, 
leverage, development and lease-up risk, tenant credit issues, circumstances that can interfere with cash flows from particular commercial properties such as 
extended vacancies, increases in property taxes and operating expenses and casualty or condemnation losses to the real estate, and changes in zoning laws and 
other governmental rules, physical and environmental conditions, local,  state or national regulatory requirements, and increasing property expenses,  all of which can 
lead to a decline in the value of the real estate, a decline in the income produced by the real estate, and declines in the value or total loss in value of securities derived 
from investments in real estate.  
  
Direct investments in real estate are highly illiquid and subject to industry or economic cycles resulting in downturns in demand.   Accordingly, there can be no 
assurance that investments in real estate will be able to be sold in a timely manner and/or on favorable terms. 
  
©2017 Principal Financial Services, Inc.  
Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service marks of Principal Financial Services, Inc., a Principal 
Financial Group company.   
Principal Global Investors leads global asset management at the Principal Financial Group. 
Principal Real Estate Investors is the dedicated real estate group of Principal Global Investors 

Important information 

  30% 

Principal Real Estate Investors is committed to operating practices that are environmentally 
responsible. The “Member” logo is a trademark owned by the U.S. Green Building Council 
and is used with permission.  
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