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PRUDENTIAL REAL ESTATE INVESTORS ɀ SUSTAINABILITY REPORT, 2008 
 
Letter from the CEO 
 

I am pleased to present Prudential Real Estate Investorsô first Sustainability 
Report ï an in-depth look at our efforts and ideas for improving the operational 
footprint of our business.   

At PREI®, we are committed to generating superior investment performance for 
our clients while reducing the impact of our business operations on the 
environment. Our commitment to sustainability is not new, but in 2008 we brought 
greater focus to our efforts by creating a Sustainability Committee. This cross-
functional group is dedicated to integrating the values of sustainability, resource 
conservation and climate change mitigation throughout our business. With the 
enthusiastic support of PREI employees worldwide, we are laying the groundwork 
for longer-term initiatives.   

Our first Sustainability Report reflects on our progress. In the pages that follow, you will learn about a wide 
range of efforts ï from pilot benchmarking programs to energy reduction initiatives in our own spaces ï 
designed not only to improve our impact on the planet, but also to reduce costs and improve operational 
efficiencies. While I am very proud of our work thus far, we have much more to do. Our goal is continuous 
improvement.  

PREIôs sustainability initiatives will change and evolve as we learn and gain experience. However, you can 
rest assured of our ongoing commitment to acting in the best interests of PREIôs stakeholders and the 
environment. We welcome your feedback and look forward to sharing additional results with you in next 
yearôs report. 

 
 
J. Allen Smith 
Chief Executive Officer, PREI 
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PRUDENTIAL REAL ESTATE INVESTORS ɀ SUSTAINABILITY REPORT, 2008 
 

Executive Summary 
 
A journey of a thousand miles begins with a single step. 
       ï Lao-tzu 
 
As one of the largest institutional real estate investment managers in the world, Prudential Real Estate 
Investors has both an opportunity and a responsibility to make a meaningful contribution to helping 
Prudential Financial reduce its impact on the environment. To this end, PREI created a Sustainability 
Committee in 2008 to better understand the various ñsustainableò initiatives that are currently underway at 
the company, in client portfolios and PREIôs day-to-day operations, and to help advance Prudential 
Financialôs efforts to promote environmental stewardship throughout the enterprise.  
 
The Sustainability Committeeôs first year was one of discovery. When the Committee first convened, it was 
clear that PREI was at the beginning of a journey. Conceptually, sustainability is a relatively simple idea 
grounded in a common sense approach to business and living ï turning off lights, recycling, commuting, 
etc. But integrating sustainable practices and values throughout PREIôs business is a more complicated 
challenge, one that requires a holistic approach and an ongoing commitment, particularly to education. The 
following report presents highlights of the initiatives and preliminary results from the Committeeôs first year. 
But it is only a beginning.  
 
Getting Started ς Small Steps, Big Strides  
 
A critical first step in moving PREI toward a more sustainable future was to assess where the firm stands 
today in terms of both investment strategy and organizationally. In the pages that follow, the Committee 
provides further detail on several key initiatives launched in 2008, including: 
 

 Exploring Climate Change Risk. PREI is consulting with both environmental experts and law firms 
to understand the physical and regulatory risks associated with climate change and is working to 
enhance the companyôs underwriting standards as appropriate. 

 Benchmarking ï Property Assessments. In 2008, PREI engaged JDM Associates to benchmark 
the energy, water usage and waste production of a pilot portfolio of select properties in the United 
States, Europe, Asia and Latin America. 

 Sustainability in Development. PREI is already investing in sustainable projects globally through 
direct acquisitions of existing assets and development. 

 Sustainability in Property Management. PREI property managers employ a wide range of energy-
saving and environmentally-friendly procedures which, together with the lessons learned from our 
benchmarking program, will provide a basis for standard operating procedures of ñbest practicesò 
to be applied across PREI properties. 

 Sustainability Starts at Home. PREI offices and employees worldwide have embraced sustainable 
practices for years, but the company can and is doing more to save on energy use and to reduce 
the impact on the environment in the communities where PREI employees work and live.  
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PRUDENTIAL REAL ESTATE INVESTORS SUSTAINABILITY STRATEGY STATEMENT 
 

Vision 

PREI® 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 ñgreenò our portfolio while delivering favorable risk-adjusted 
returns to our investors. The values of sustainability, resource conservation and climate change mitigation 
will be integrated throughout our business, supported by the following objectives, goals and strategies. 
 

Guiding Principles 

 Recognize that it will take a sustained commitment to integrate the values of sustainability and 
resource conservation into PREIôs corporate 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. 

 

Objectives 

 Reduce our portfoliosô environmental impact. 

 Continue to improve the financial performance of our clientsô 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. 
 

Goals 

 WHEREVER PRACTICABLE AND COST EFFECTIVE: 

 Benchmark the portfoliosô energy and water consumption and waste production. 

 Reduce the energy intensity of existing buildings.  

 Reduce the water consumption of existing buildings. 

 Reduce the non-recycled waste output of existing buildings. 

 Incorporate sustainable design and construction in new investments being considered for the 
portfolios. 

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

 Use clean energy. 
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PREI SUSTAINABILITY STRATEGY STATEMENT (CONTINUED) 
 

Strategies 
 
PREIôs Business and All Properties 

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

 Encourage our employees to develop sustainability expertise through education and designations 
such as the USGBCôs Leadership in Energy and Environmental Design (LEED) Certification. 

 Leverage field talent, collaborating with third-party property managers for on-the-ground expertise 
to achieve 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. 

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

 Identify no- and low-cost energy and water efficiency improvements to implement across the 
portfolios and for specific properties. 

 Create capital expenditure review criteria that consider lifecycle costs and energy use, among 
other factors, in equipment purchasing decisions. 

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

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

 Benchmark the energy and water usage and waste production for a selected trial portfolio of 
existing properties. 

 Focus on no- and low-cost sustainability measures first with respect to the trial portfolio, which will 
deliver immediate bottom line results. 

 
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®-NC 
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 Financialôs Environmental Policy is available on request. 
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CLIMATE CHANGE RISK 
 
PREI historically has considered environmental risk when conducting due diligence on potential 
investments for its portfolios. The Sustainability Committee is working with PREI underwriting professionals 
and environmental consultants on an ongoing basis to review and, as necessary, improve standards for 
assessing a broad range of potential environmental risks when evaluating new investments. Such risks 
may include risks related to climate change, such as hurricanes, drought, changes in sea level, increased 
costs of heating and cooling properties and depletion of already limited resources in a particular geographic 
locale, to name just a few. The Sustainability Committee is also consulting on an ongoing basis with law 
firms to understand the possible regulatory changes and opportunities associated with climate change risk 
and how they may impact the portfolios. 

ASSESSING OUR FOOTPRINT 
 
As a first step in understanding the energy and environmental performance of our properties, PREI 
engaged JDM Associates to benchmark the energy and water usage and waste production of select pilot 
properties. PREI identified 59 initial properties to participate in the Phase 1 Pilot of the Sustainability 
Initiative. These properties are owned by various PREI managed accounts and included office, multifamily, 
retail, industrial, hotel, and mixed-use assets.1   
 
Benchmarking Process 
 
The benchmarking process consisted of developing 
templates for gathering quantitative data on energy and water 
use and waste, and questionnaires for collecting qualitative 
data on operations, procedures and equipment for all 
properties in the pilot portfolio. Considerable time was spent 
introducing the sustainability initiative and educating asset 
managers, portfolio managers, property managers and others 
about the data collection process and goals of the 
benchmarking study. The data collection process required 
working closely with property and asset managers as they 
compiled the requested information, and conducting follow-up 
interviews to clarify qualitative responses.  
 

Observations and Next Steps 
 
The first phase of the benchmarking program yielded valuable insights into both the properties studied and 
the benchmarking process itself, which will help refine future phases of the property assessments. While 
the diverse range of assets in the pilot portfolio make it difficult to generalize about overall energy and 
environmental performance, the quantitative data and observations regarding property operations provide a 
baseline against which to compare ourselves and measure the results from our initial efforts to harvest the  
 

                                                      
1 While we included a broad spectrum of properties in our benchmarking portfolio, they are simply a sampling and should not be considered as representative of 
the portfolios at large. 

Phase 1 Pilot Portfolio
*
 

Distribution by Property Type 

 
 

* Pilot portfolio included 59 properties with 224 buildings. 

 

Office
31

Hotel
2

Industrial
5

Multifamily
9

Retail
9

Mixed Use
3
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ñlow hanging fruitò ï i.e., no- and low-cost operational strategies that can yield significant savings without 
major capital investments. 
 
Specific observations and recommendations from Phase One include: 
 

 Developing property-specific environmental policies and energy management plans, 

 Tracking monthly energy and water data at all properties and inputting historical data into the 
Energy Star Portfolio Manager,2 

 Enhancing relationships with utility representatives to explore all available incentives for lighting 
and other energy performance improvements, 

 Performing a lighting inventory to identify the number and wattage of each type of lamp present in 
and around the properties (including parking lots and garages), 

 Enhancing preventative maintenance programs to optimize HVAC operations and efficiency with 
minimal or no capital investment, 

 Installing lower-flow faucet aerators and toilet/urinal flush valves, 

 Experimenting with reducing water heater temperature settings or with turning them off, where 
possible, without sacrificing occupant comfort, 

 Considering installing systems to reuse graywater3 or rainwater for landscape irrigation and other 
appropriate applications, 

 Implementing or enhancing recycling programs for occupant waste, and 

 Installing trash compactors to reduce the number of hauls per month. 
 
Some of the recommendations, such as replacing incandescent bulbs with more efficient models, have a 
proven payback period of less than two years, whereas other projects, such as replacing HVAC systems, 
may have a much longer payback period. Obviously, asset and portfolio managers must carefully consider 
the cost/benefit tradeoff for any improvements that require meaningful capital investment. However, we 
believe most properties can achieve significant savings by implementing or enhancing no- and low-cost 
strategies.  
 
Overall, one of the most important lessons from the benchmarking process is the ongoing need for more 
education and better communication across a broad range of constituencies ï development partners, 
lenders, property managers, leasing agents, attorneys, tenants, etc. There are many dimensions to 
ñsustainability,ò from building design and construction, to building management and operations, to 
occupancy issues, that ultimately determine overall energy and environmental performance of a property. 
Improving education and communication among the various parties involved in the development, operation 
and use of properties is critical to fully realize the potential benefits from even the simplest strategies 
identified by the benchmarking program.  

                                                      
2 Energy Star Portfolio Manager is the software program adopted by the United States Environmental Protection Agency and is used to generate an Energy Star 
Rating for a building.  
3 Graywater is waste water from sinks and showers. 
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A CASE STUDY FROM THE PILOT PORTFOLIO ɀ BEST PRACTICES 

 

Post Montgomery Center 
One Montgomery Tower 

San Francisco, CA 
 

Fund:  PRISA 
Property Management:  Cushman & Wakefield 
 
Year Built:    1982 
Gross Square Footage:   716,000 
Number of Tenants:  16 
Occupancy:  100% 
Energy Star Rating:  95 (out of a possible 100) 
 
Building Description:  
One Montgomery Tower is part of Post Montgomery Center, a mixed-use 
office/retail complex in downtown San Francisco. The building is a 39-
story structure comprising 716,000 sf. One Montgomery Tower recently 
applied for LEED-EB Gold certification and is awaiting a response from 
the U.S. Green Building Council (USGBC). 

Structural and Operational Features: 
 

 Building purchases steam from the city for heating of the common area and tenant spaces. 

 Energy efficient ñlight harvestingò lighting system that reduces energy usage for lighting by 20% 

 Siemens Energy Management System (EMS) efficiently controls all tenant and common area lighting, supply/exhaust fans 
and dampers, three heat exchange loops, building cooling tower, chilled water pumps and condenser water pumps.  

 Many of the common area lights have been retrofitted with LEDs and compact fluorescents. 

 Motion sensors are utilized throughout the building to minimize wasteful illumination practices. 

 Janitorial services use environmentally friendly cleaning products. 

 Low flow toilets, urinals, and faucets throughout property to minimize water usage. 

 Extremely progressive recycling program that diverts more than 120 tons of waste per month from landfills to re-use and 
composting facilities. 

Property Strategy: 
 
One Montgomery Tower operates at a very high level of energy efficiency and is in the top five percent of buildings in Energy 
Star Portfolio Manager. Property management is progressive, energy conscious, and is willing to make strides toward reducing 
the buildingôs impact on the surrounding environment. Through innovative recycling programs, strict operational hours, and 
continual upgrades of the mechanical and lighting systems, One Montgomery Tower has remained ahead of the curve and 
continues to improve upon the already impressive operations. Looking forward, PRISA asset management plans to continue 
improving One Montgomery Towerôs operations and energy efficiency through further education for tenants and employees, 
continual retrofitting programs, and collaboration with local utility companies. 
 

Awards: 
 

 Energy Star Recognition Award annually since 2001. One of only five buildings nationwide that has received this 
recognition since the inception of the Energy Star Program. 

 BOMAôs Commercial Recycler of the Year award: 2002, 2003, 2004, 2005, 2006 (Large Office Buildings) 

 BOMA and EPAôs Earth Award in the large office building category in 2007 and 2008 

 BOMA Pacific Southwest Regionôs Office Building of the Year Award. 

 Business Energy Coalitionôs Energy Efficiency Program Award and Incentive in 2006, 2007, and 2008. 
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SUSTAINABILITY IN DEVELOPMENT 
 
PREI continues to explore the costs and benefits of sustainable design and construction. Although we have 
not made LEED certification a prerequisite for new development or redevelopment, when underwriting a 
potential investment opportunity we consider whether it will be LEED certified or otherwise incorporates 
ñsustainableò design elements. PREI has a variety of ñgreenò oriented strategies currently under way: 
 

 Office Development Strategy. Launched in 2005, the Koll Intellicenter joint venture seeks to 
develop a standard LEED certified ñbrandedò office product, typically LEED Silver, in select growth 
markets across the country. The buildings are specifically designed to target the large corporate 
users who are driving the demand for green space to reduce their companiesô carbon footprint and 
to promote a better work environment for their employees. To date, this program has developed, 
leased and sold two LEED Silver-certified buildings, and has another four office buildings in various 
stages of development or pre-development. 
 

 Asian Mall Development Strategy. The Serangoon Central Mall project is a planned development 
of a regional shopping mall located in the central part of Singapore.  The project will be built above a Mass 

Rapid Transit station and has a target of achieving at least a Green Mark Gold Standard under the 
Building & Construction Authority of Singapore (BCA)ôs Green Mark Scheme (the local equivalent 
of LEED). The projectôs design incorporates features that will increase energy and water efficiency 
and will promote good indoor environmental quality with as little environmental impact as possible. 
Energy efficient design features include landscaped roof and sky terraces for enhanced thermal 
insulation, efficient mechanical and electrical systems, and energy saving light fittings. The project 
will also use sanitary appliances with water saving features, including sensor water taps, and will 
use recycled water from the NeWater system in Singaporeôs water network. 
 

 Brownfields Redevelopment Strategy. PREI established a brownfield redevelopment joint venture 
program in 2005 to acquire, remediate and entitle environmentally tainted sites across the United 
States. In one instance, the venture acquired a 3.89 acre vacant site located in downtown San 
Diego that previously operated as a bulk fuel storage facility by a third party. The venture 
successfully remediated, re-entitled and sold the site to a retail and mixed-use developer with a 
ñNo Further Actionò letter from the San Diego Department of Environmental Health.  
 

 Mixed Use Strategy. Our portfolios have invested in the development of a number of mixed use 
projects. To combat the suburban sprawl that marked development in the U.S. throughout much of 
the latter half of the 20th century, these projects often incorporate multiple uses into one or more 
vertically integrated buildings. Among other benefits, the resulting higher density use, combined 
with a ñlive, work, playò environment arising from multiple uses reduces reliance on automobile 
transport. One such project is Annapolis Town Centre at Parole, located in Annapolis, Maryland. 
The project features approximately 600,000 sf of retail space, 150 residential condominium units, 
208 apartments and 40,000 sf of office. PREI acquired the 30 acre site out of bankruptcy and 
proceeded to remediate solvent plumes and leaking tanks from a regional dry cleaner and gas 
station formerly located on the site before redeveloping it as one of the premier shopping and 
residential projects in the region. 
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EVOLVING STRATEGIES IN SUSTAINABLE PROPERTY MANAGEMENT ɀ  
STRENGTHS TO BUILD ON 
 
Seeking efficiency in energy and resource use is not a new initiative for PREI. As part of their budgeting 
and capital expenditure process, our portfolio and asset managers are frequently engaged in evaluating the 
latest technology and its impact on property efficiency. Their decisions to implement sustainable strategies 
are made after the appropriate cost-benefit analysis, taking into account property type, predicted hold, 
tenancy, nature of the regulatory requirements, if any, incentives available and the market in which the 
property is competing.  
 
Sustainability strategies currently employed by the asset managers in some properties include taking 
advantage of energy credit programs to defray the cost of upgrades, mandating green cleaning supplies in 
office buildings, substituting energy efficient lighting and motion sensors for older systems and xeriscaping 
to reduce water use on landscaping.  
 
The cooperation of both our joint venture partners and our property managers is critical to our efforts to 
expand these strategies. To engage our critical partners in the benchmarking exercise and educate them 
about PREIôs sustainability initiative, we invited 11 of them with expertise in office, industrial and residential 
properties to a roundtable discussion at our Partnerôs Conference in November, 2008, where we explored 
our collective experience with sustainability initiatives in building design, operation and management. 
Although we are just beginning to evaluate the results of the first phase of our benchmarking initiative, 
property managers already are benefitting from the operational observations of our consultant in connection 
with the benchmarking process. 
 
PREI employees are continuing to expand their understanding of sustainable property management. 
Besides attending seminars and informally sharing knowledge, several of our employees became LEED 
Accredited Professionals this year. The Sustainability Committee assists in this education process. 
Recently, the Committee has been exploring several new initiatives, including the feasibility of solar roofs 
on industrial and retail properties, the evolving use of ñgreenò leases and the regulatory landscape with 
respect to renewable energy, and will communicate its recommendations to the portfolios. Finally, our 
consultant will be providing us with a generic checklist of low-cost and no-cost capital expenditures and 
operating techniques, which will be made available to the asset managers for their use in evaluating cost-
effective sustainability strategies for all of their properties. 
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SUSTAINABILITY STARTS AT HOME ɀ SPACES, TECHNOLOGY, EDUCATION & OUTREACH 
 
PREI recognizes that sustainability not only extends beyond the investments we manage on behalf of our 
clients, it starts at home. To promote sustainability within our own business units around the world, PREI is 
focusing initiatives in three areas:  our work spaces, technologies, and education and outreach. 
 
United States Offices 
 

 Three PREI U.S. offices have Energy Star Ratings ï Chicago, Parsippany and San Francisco. 

 In Atlanta, PREI is assisting the landlord to achieve LEED certification and has budgeted to have a 
LEED building audit in 2009. 

 All PREI U.S. offices have full recycling programs, mostly paper, glass, aluminum and plastic. 
 
We are continuing to work with our U.S. office landlords to: 
 

 Use environmentally safe products in landscaping and cleaning supplies, 

 Install sensor triggered sinks, 

 Change light fixtures to reduce the watts used, 

 Add building motion sensors after hours for lighting, 

 Increase the public transportation options (i.e. shuttles, new bus routes) and install new bicycle 
racks. 

 
International Offices 
 

 All non-U.S. offices are located in central or inner-city locations with access to public 
transportation. International offices also offer racks for bicycles or scooters. More than 90 percent 
of employees in Europe use public transportation, walk or bike to work.  

 Many international offices make use of natural light. Where desks do not have access to natural 
light, international offices have motion sensors to ensure lights are turned off when unnecessary.  

 Most Asian and European offices have recycling programs in place. Employees in Mexico City, Rio 
de Janeiro and Istanbul have launched new programs. 

Sustainability Starts at Home 

Energy Star Ratings, PREI Domestic Offices How PREI Europe Commutes to Work 
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Global Technology 
 

 PREI has reduced the need for travel through videoconferencing in the United States and around 
the world in major offices including Tokyo, Mexico City, Rio de Janeiro, Munich, Paris and London. 

 All offices employ teleconferencing and telecommuting. 

 PREIôs offices around the world increasingly rely on electronic documents and email for written 
communications, including distribution of client materials and research reports. 

 
Education and Outreach 
 

 In addition to numerous ongoing educational initiatives, several employees have attended LEED-
NC (New Construction) and LEED-EB (Existing Buildings) courses and one employee so far is a 
member of the New York City USGBC Chapter as an Emerging Green Builder.
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