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What matters most?

A letter from our CEO
It’s not every day that you can find a place where doing the right thing overlaps with doing
your best work and delivering results for clients. But that’s exactly what Principal Real Estate
Investors believes we’ve done with our responsible property investing efforts.
What is “responsible?” To some, it means ESG—environmental, social, and governance—
factors. To us, it’s even more. It’s delivering positive financial and environmental outcomes. It’s
finding the critical junction between superior asset management and fiduciary governance.
And it starts with a framework we call our Pillars of Responsible Property Investing (PRPI)
initiative. The pillars align our interests with those of our stakeholders. They curate a deeper
investment perspective and reduced risk.
How do we measure “responsible?”
There’s impact. The PRPI initiative currently encompasses about $11 billion in real estate
assets. That’s 175 properties from six different real estate funds, collectively representing
nearly 35 million square feet. Sixty-one of our buildings are ENERGY STAR® certified, and
fifty-seven are LEED® certified. Through the PRPI initiative, we’ve reduced energy usage by
18.5% and saved more than $52 million in cumulative energy costs since 2008. And, we’ve kept
117,000 metric tons of CO2 out of the atmosphere during that same time.
There’s progress. We’ve launched several new initiatives that expand and improve the PRPI
platform. We’re creating new ways to save energy and identifying new programs to recognize
top performers. We’re also harnessing new tools to help us understand property performance
and resilience.
And, sure, there’s recognition. We’re honored to have achieved the highest possible rating from
PRI for the second consecutive year. In 2018, our investors can be proud that we earned a third
consecutive GRESB 4-star rating for both of our participating real estate funds. That means
our performance was in the top 40% of all GRESB participants worldwide. We also earned
our first ENERGY STAR Partner of the Year: Sustained Excellence Award for superior energy
management and dedication to the ENERGY STAR program.
In this report, you will also find out more about why we believe ESG is important for
investors. And, you’ll find out how our Pillars of Responsible Property Investing translate
into real-world success.

Todd Everett
Chief executive officer,
Principal Real Estate Investors
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Why ESG is important for investors
The business rationale behind responsible property investing
At Principal, being socially responsible is central to who we are as a company. Our focus on environmental,
social, and governance (ESG) considerations is a core aspect of our fiduciary duty to clients and investors.
But we believe ESG can improve real estate investment outcomes too. How? In our view, considering ESG
factors enhances our investment management capabilities and drives results by aligning interests, providing a
deeper perspective, facilitating operational excellence, reducing risk, and powering a competitive advantage.

Better

alignment

It’s what investors want. 75% of senior investment executives consider
ESG performance a vital aspect of investment decisions and about 66%
of investment firm board members would consider divesting from a
corporation with poor ESG performance.1
It’s what communities want. 90% of Americans think that it’s important
for companies to operate in a way that benefits society and protects
the environment.2
It’s what tenants want. 80% of residents living in class A buildings think
that living in a sustainable building is important.3
It’s what millennials want. 67% of millennials believe in expressing
social and environmental values through investments.4

Better

perspective

Including ESG issues in investment decisions helps provide a more
holistic valuation of investments and motivates companies to
improve management.5
We’re incentivized to think deeply about each individual investment
and its impact on our overall portfolio, allowing for enhanced
fiduciary oversight and stronger governance.6

Energy storage for improved resilience
Park Place, one of our office properties in Burbank, CA, installed the nation’s
largest indoor battery storage systems. The system reduces peak energy
demand, contributing to energy cost savings and to a more resilient electrical
grid in Southern California.

Responsible property investing report | 4

Better

results

Socially responsible investment funds perform better over time as
compared to traditionally managed funds.7
ESG performance is seen as a proxy for good investment management
just as LEED buildings signal to the market that they are well-managed
real estate assets.8,9
Green buildings have 9–14% lower operating costs than their non-green
counterparts, leading to increased net operating income.10

Better

certainty

Green buildings help futureproof investments by protecting against
climate, regulatory, and environmental risks.11
High-performance buildings can hedge against changing consumer
preferences and rising energy prices.12

Better

performance

Occupancy rates are 9% higher and rent premiums are 2.2% higher for
green-certified-buildings as compared to non-certified buildings.13
Tenants increasingly link satisfaction to sustainably certified buildings,
leading to higher retention rates, and decrease costs associated
with vacancies.14

“

“

Put simply, ESG makes us better stewards for our clients and investors.
It brings us into greater alignment with their needs, and positions us well
in a dynamic real estate market to anticipate and act on emerging trends
and opportunities.
Jennifer McConkey, senior director of operations & real estate
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The PRPI Pillars
Since 2013, we have used a unique, overarching ESG framework called the Pillars of Responsible Property
Investing initiative. This framework helps drive asset management and fiduciary governance as we strive to
deliver positive financial and environmental results. Not only does the PRPI framework guide our approach to
real estate investment and management, it also supports our property management partners who handle daily
operations across our portfolio.
Overseeing the initiative is our RPI Working Group. Made up of senior leaders from portfolio and asset
management, engineering and operations, marketing, and sales teams, they meet quarterly to review PRPI
goals and progress, and set program priorities.

We’ve developed three specific pillars to guide our approach
to real estate investment and management:

Market resilience

Corporate governance

Property performance

Reinforcing the social and
economic vitality in markets
where we do business through:

Managing risk and meeting
investor objectives through:

Delivering enhanced financial
and environmental
performance through:

• Equitable contracting
• Community investment

• Integrity
• Transparency

• Benchmarking energy, water,
and waste

• Managerial oversight

• Operational best practices

• Healthy and productive
buildings

• Stakeholder engagement

Assessing climate risks
Aligning with the recommendations of the Task Force on Climate-related Financial
Disclosures, we have commissioned a pilot climate risk assessment of one of our real
estate funds. Through this analysis, we hope to strengthen our ability to identify and
manage risks, and further fulfill our fiduciary obligations.
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Market resilience
A cycle of community and investment reinforcement
We believe success in real estate investing depends on the continued vitality and viability of local economies.
That’s why we foster local relationships and connect investors, clients, tenants, contractors, and the
surrounding community.
We conduct business equitably and ethically to help strengthen local marketplaces, improve the health and
productivity of occupants, and reinforce the financial performance of our properties.

In our efforts to support greater market resilience, we follow
a number of protocols:
Risk-mitigation plans and
maintenance protocols manage
tenant comfort, safety, and
satisfaction.

Responsible contracting, standardized
construction contracts, and service
agreements promote quality
craftsmanship and fair-labor practices.

Physical condition reports,
environmental assessments, and
seismic analysis ensure public safety
and welfare.

Tenant improvements focus on tenant
health, safety, and welfare.

Standardized building management
practices ensure consistent
treatment of tenants and vendors.

Accessibility assessments and third- party
reports ensure compliance with local
and national laws.

Building-level communications
increase tenant and community
engagement.

Hiring local firms to manage property design,
construction, and operations creates jobs and
contributes to the local economy.

Recycling, green cleaning, integrated
pest management, and low-wateruse landscaping foster safe and
healthy buildings.

Vendor and purchasing initiatives
promote supplier diversity.
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Corporate governance
A culture of ethics, transparency, and managerial oversight
We invest in a diverse mix of properties across the United States. That means we have many objectives to meet
for our clients, funds, tenants, and communities. We bring balance to these objectives through our centered
perspective and a governance platform that guides daily decision-making.
Rooted in our core values of ethics and integrity, our management practices are designed to benefit investment
returns, enforce policy compliance, and mitigate risk. Our corporate governance platform is the foundation for
our fiduciary responsibility to our clients and includes several facets: investment oversight and governance,
policies and procedures compliance, and transparency and reporting.
Investment oversight and governance. We use a system of checks and balances to help prevent conflicts of
interest and preserve the integrity of our advisory services.
Provides guidance to

Makes recommendations to

Informs the work of

Advisory committee

Portfolio team

Management committee

Investment committee

Comprised of fund investor
representatives

Responsible for day-to-day
portfolio activities

Reviews real estate
transaction decisions

Evaluates investments
using environmental, social,
and governance variables

Oversees fund performance

Ensures compliance with
investment guidelines

Policies and procedures compliance. Our rigorous standardized procedures and practices help ensure control
and compliance with management direction.
Our products
Our compliance and Internal Audit
and Risk Consulting groups conduct
ongoing reviews and audits of
investment management services.
Third-party experts audit our
investment-processing controls
and investment vehicles’ financial
statements annually.

Our partners

Our properties

We conduct due diligence and
underwriting on all potential partners
and vendors (includes financial checks,
reference checks, and Office of Foreign
Assets Control verification).

We complete on-site property
management financial and
operational audits that ensure
policy compliance and provide
education on best practices.

We annually certify our property
management partners to help verify
their compliance with policies and
confirm appropriate internal controls.

We carry out annual tenant
surveys to validate quality of
service and satisfaction.

Transparency and reporting. We track, monitor, and disclose key financial and environmental data to assess
relative performance and identify trends and opportunities:
• Member since 2014

• Signatory since 2010

• Partner since 2013

• Submit annual
response to GRESB
assessment

• Submit annual
response to PRI survey

• Benchmark energy,
water, and waste in
Portfolio Manager
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Property performance
Driving financial and environmental results
We believe that improving environmental performance can drive greater financial performance, and we guide
our investment decisions accordingly. We accomplish this by designing and developing strategies for new
construction, and by adhering to best practices in day-to-day building operations. Our property management
partners help us accomplish enhanced environmental and financial outcomes through our property performance
cycle. The cycle’s foundation is the reporting, policies, and research that inform the following activities:

Property performance cycle
Measure performance

Investigate opportunities

Understand how the building is performing by:

Identify operational best practices, efficiency, and
cost savings opportunities by:

• Benchmarking energy, water, and waste in ENERGY
STAR Portfolio Manager
• Setting portfolio- and property-level goals

• Conducting ESG property assessments and
energy audits

• Implementing advanced energy monitoring

• Researching rebates and incentives
• Evaluating energy-procurement options and
energy-curtailment programs
• Developing Energy Playbooks

Engage stakeholders

Implement best practices

Educate tenants, brokers, vendors, and the
community on the benefits of sustainable operations.
Collaborate to foster engagement and identify
additional performance improvements by:

Optimize building operations through standardized,
portfolio-wide operational practices by:

• Developing communication, education, and
engagement plans
• Collaborating with brokers to market sustainability
features and benefits
• Leveraging vendor expertise

• Adopting sustainability-procurement policies
• Enhancing building standards, rules, and regulations
• Certifying green-building performance
• Incorporating standard green lease language
• Leveraging technology and smart-building
advancements

• Informing appraisals
• Publicizing successes and sharing accomplishments

Foundation
Reporting

Policies

Research

PRI, CDP, GRESB,
annual reports,
management reports

Property Manager guidelines,
responsible property investing, utility
data management, new development
guidelines, smart building strategy,
health and wellness guidelines

Due diligence, project pilots,
internal/external data mining,
evidence based decision making,
analysis, and industry collaboration
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Impact
Pursuing property performance is a key component of the Pillars of Responsible Property
Investing initiative. We define performance through financial and environmental success. Our team
sets performance targets and tracks the progress of both near- and long-term investments.
Principal Real Estate Investors monitors the utility costs and consumption versus benchmarks at 175 buildings,
covering 35 million square feet of gross floor area. This group includes all eligible buildings in the office, retail,
and multifamily portfolios.15

Our portfolio:

175

35million

properties in the PRPI initiative

square feet in the PRPI initiative

Our sustainability targets:

20%

10%

energy reduction by 2020

greenhouse gas, water, and waste
reduction by 2020

Our sustainability progress:

18.5%

$52.5million

$8.9million

117,000

cumulative energy savings since
baseline

in annual avoided energy costs
since baseline

cumulative energy savings since
baseline

metric tons of CO2 equivilant
savings since baseline

Above:
500 West Second Street, Austin, TX
• LEED Gold Certified
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We promote our sustainability accomplishments through the certification
of buildings in ENERGY STAR and LEED.15

89%

ENERGY STAR

of our office portfolio is
green (ENERGY STAR or
LEED) certified

Partner of the Year

Sustained Excellence 2018

ENERGY STAR and LEED performance

76%

61

77

59%

57

74%

of office portfolio is
ENERGY STAR certified

of office portfolio is
LEED certified

ENERGY STAR certified
buildings in portfolio

LEED certified
buildings in portfolio

average office
ENERGY STAR score

of LEED certified properties
achieve Gold or Platinum

Innovative energy production
Watermark, one of our multifamily properties located in Cambridge, MA, installed
cogeneration equipment to produce off-the-grid electricity. This system generates
electricity and heat for the building while saving on energy costs and reducing
greenhouse gas emissions.
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Progress
When it comes to responsible property investing, being better requires continued evolution and expansion.
We continually look ahead and actively monitor industry trends, investigate emerging technologies and
sustainability practices, and track new investment risks and opportunities to maintain our best-in-class ESG
platform. As a result, we’ve launched new programs and rolled out new policies for the PRPI initiative to help
deliver for our clients, investors, and stakeholders.

New programs
Energy Playbook
Program

This program guides office properties through the process of creating 2020
energy-savings targets and identifying efficiency projects to meet their goals. We
created over 400 efficiency projects at 64 participating properties, which should
save a total of $2.9 million in annual energy costs.

IREM and Fitwel

We are exploring certifications with Institute of Real Estate Management
(IREM) Certified Sustainable Property and Fitwel as a low-cost way to bring
market recognition for sustainability and health and wellness achievements
to our properties.

Cornerstone Awards

We launched an awards program for our property teams and joint venture
partners. This program recognizes leadership in sustainability efforts with special
emphasis on energy performance and tenant engagement.

Property
assessments

We are developing a property-level assessment strategy to help individual assets
achieve environmental, social, and financial performance expectations. This
new strategy will enable the customized review and improvement of property
operations on a rolling basis.

New policies
Enhanced appraisals

A broader appraisal scope ensures sustainability efforts drive value. We analyze,
compare, and evaluate the high-performance and energy-efficient attributes of
properties such as ENERGY STAR score, and other green certifications.

Sustainable lending

We developed a responsible property investing lending policy (see appendix)
to formalize our commitment to industry-leading ESG practices in real estate
lending. We are also tracking the sustainability attributes of our assets,
monitoring exposure to natural hazards, and maintaining a debt working group
focused on improving ESG performance.

Strengthened
due dilligence

We require formal due diligence of building attributes for new acquisitions,
including utility performance, green certifications, sustainability programs and
policies, occupant amenities, and climate risk and resilience features.

Health and wellness
policy and goals

We are building policies to meet or exceed healthy-building criteria and create
extraordinary work and living environments.
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Recognition
Industry organizations have recognized us for our ongoing commitment to excellence in ESG efforts through
the PRPI initiative. We are very proud of what we have achieved for our clients and investors, and for the
recognition our efforts have generated.

ENERGY STAR Partner
The U.S. Environmental Protection Agency’s ENERGY STAR Partner of the
Year Award recognizes organizations with superior energy management and
performance.
• We were awarded three consecutive ENERGY STAR Partner of the Year
Awards (2016-2018), including our first Sustained Excellence Award in 201816.
• We’ve been an ENERGY STAR Partner since 2013.

GRESB
GRESB, the global benchmark for real assets, compares real estate funds based
on their ESG policies, management, and performance.
• Our two participating funds earned GRESB Green Star designations for the
fifth year in a row (2014-2018) and 4-star designations for the third year in a
row (2016-2018)17.
• Both funds placed in the top 10 of their peer group and outperformed
peers on 6 out of 8 GRESB aspects (2018). They received perfect scores
in three GRESB aspects: Management, Policy & Disclosure, and Risks &
Opportunities8.

Principles for Responsible Investment (PRI) Direct
Property Module
The PRI assessment ranks companies on their ESG policies and procedures in
managing real estate assets.
• In 2018, we received PRI’s highest possible ranking (A+ band) for second
consecutive year18.
• We also received 52 of 54 total points, and outperformed peers in all 7
Property Module sections (2018)18.
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Innovative energy production
Hazard Center, a Principal Real Estate Investors office property located in San
Diego, CA, created an interactive dashboard for tenants on the building’s energy
performance. The dashboard is located in the building lobby. It illustrates the
building’s ENERGY STAR score and current performance trends, and provides
tips for tenants to reduce energy use.

U.S. Department of Energy
We have collaborated with the U.S. Department of Energy in several programs
to support advancements in energy efficiency and green buildings.
• The Institute for Market Transformation and the U.S. Department of
Energy’s Better Buildings Alliance (2017) named us a Green Lease Leader20.
This program recognizes companies who revolutionize the real estate
industry by incorporating energy efficiency and sustainability into standard
leasing language.
• We became a charter member of the U.S. Department of Energy Data Lab
and a leading participant in a pilot study on the link between real estate
sustainability and improved financial performance (2016).
• We joined the U.S. Department of Energy’s Better Buildings Alliance in 2014.

CDP Climate Performance Leader
CDP ranks companies on their disclosure, awareness, management, and
leadership around climate change.
• We were named a CDP S&P 500 Climate Performance Leader for the sixth
year in a row (2018) and ranked in the A- band for 2018 performance21.

Environmental, social, and governance achievements
• Named one of the World’s Most Ethical Companies for the eighth time by Ethisphere Institute (2018)
• Certified as a Great Workplace by Great Places to Work (2018)
• Ranked #1 Best American Employer for Women by Forbes (2018)
• Named among America’s top companies for lesbian, gay, bisexual and transgender (LGBT) equality, by
earning a perfect 100% score on the Human Rights Campaign Foundation’s 2018 Corporate Equality
Index (CEI)
• Named one of the National Association for Female Executives (NAFE) Top Companies for Executive
Women by the NAFE for the 17th time (2018)
• Ranked 184 out of 500 US firms in the Newsweek Green Rankings (2017)
• Named among the best places to work by Pensions & Investments annual survey of “Best Places to Work
in Money Management” for the eighth year running (2018)
Responsible property investing report | 14

About Principal and
Principal Real Estate Investors
Principal helps people and companies around the world to build, protect, and advance their financial well-being
with our retirement, insurance, and asset management experience. With innovative ideas and real-life solutions,
we make financial progress possible for clients of all income and portfolio sizes. A member of the FORTUNE
500®, Principal serves 22 million customers with offices in 19 countries throughout Asia, Australia, Europe, Latin
America, and North America.
Principal Real Estate Investors is the dedicated real estate asset-management group of Principal Global
Investors. Principal Real Estate Investors builds upon a vertically-integrated platform, incorporating all
disciplines of commercial real estate across the spectrum of public and private equity and debt investments.
Our Responsible Property Investing (PRPI) initiative currently encompasses 175 office, multifamily, and retail
assets in six real estate funds. These assets collectively represent 35 million square feet of real estate valued at
about $11 billion.

For more information regarding the Principal Real Estate Investors PRPI initiative:
Please visit:
https://www.principalglobal.com/rpi
Contact Jennifer McConkey
Senior director of operations and real estate
McConkey.Jennifer@principal.com

For more information on how the PRPI initiative fits into Principal Global’s ESG efforts
and Principal’s Corporate Social Responsibility Efforts:
Please visit:
https://www.principalglobal.com/about-us/responsible-investing
https://www.principal.com/about-us/corporate-citizenship
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Appendix A

Our responsible property investing policy
Since 2016, our commitment to real estate sustainability has been represented by our responsible property investing policy. This policy
formalizes our approach to reducing the environmental impacts of our portfolio and increasing financial value.
Principal Real Estate Investors focuses first and foremost on upholding our fiduciary duty to our clients and investors, but also believes
that investment performance does not need to be sacrificed to produce positive environmental results. Appropriate consideration of
environmental, social, and governance issues is integral to our fiduciary responsibility and critical to delivering superior risk-adjusted returns.
Principal Real Estate Investors’ Responsible Property Investing Policy recognizes the relationship between real estate as an investment
vehicle and its role in improving our communities and that real estate, through development, operations, and management, possesses the
power to positively impact our stakeholders.
As a market and community leader, Principal Real Estate Investors is committed to engaging with stakeholders to reduce the environmental
impacts of its real estate portfolio and, as such, promote environmental stewardship.
In support of this commitment, the following environmental, social, and governance strategies are integrated into all phases of the real
estate investment lifecycle, including acquisitions, development, operations, management, and dispositions:
•

Partner with clients and investors to implement the Pillars of Responsible Property Investing initiative.

•

Engage property tenants, residents, and guests to build partnerships and programs that meet the needs of our communities.

•

Collaborate with joint-venture partners, property managers, technicians, vendors, and service providers to implement our Responsible
Property Investing strategies and ensure best-in-class operations.

•

Monitor and track greenhouse gas (GHG) emissions and take actions to continuously improve performance.

•

Reduce environmental impacts through energy, water, and waste management practices, as well as, cost-effective development and
management strategies.

•

Promote accomplishments in the market, share best practices and certify properties in LEED, ENERGY STAR, and other industry
recognized certification programs where appropriate.

Principal Real Estate Investors’ Responsible Property Investing Policy has been approved by its executive management team and is
implemented through the Responsible Property Investing working group.

Nine Two Nine, Seattle, WA
• LEED Gold Certified
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Appendix B

Our responsible property investing lending policy
Commercial real estate is an integral part of our communities and the economy. It directly impacts the environment, our quality of life,
and economic well-being. Similarly, our real estate lending practice represents an important market mechanism to enable community
and economic development, and provide our clients and investors additional opportunities to meet their investment objectives. This
policy formalizes our commitment to improving communities with sustainable practices throughout the lending process—including
loan origination, due diligence, underwriting, and portfolio monitoring.
Principal Real Estate Investors focuses first and foremost on upholding our fiduciary duty to our clients and investors. We believe that the
environmental, social, and governance (ESG) attributes of our assets can provide unique insights into overall financial performance and
risk, and thus consideration of ESG factors is consistent with our fiduciary responsibility and critical in our goal of developing attractive
risk-adjusted returns.
We integrate several ESG actions into our lending process*:
•

Evaluate sustainability attributes of new loans. Principal Real Estate Investors is committed to evaluating the ESG attributes of new
loans before approval. In each loan application, borrowers report the building’s LEED certification level, ENERGY STAR certification
level, other sustainability certifications, and if and how the building’s energy consumption is tracked. The borrower must also supply
supporting documentation for any certifications. This information is then evaluated by our Investment Committee as part of the
assessment of the overall collateral quality and competitive position in the market. Other ESG-related information considered by
the Investment Committee includes (a) walk, bike, and public transit scores; (b) natural hazard and climate change risk; (c) Phase 1
Environmental Site Assessment results, including health and habitat impacts; (d) quality of building energy systems; (e) regulatory and
obsolescence risk; (f) socio-economic and development impacts; and (g) any evidence of borrower misconduct.

•

Distribute annual sustainability survey. To continually track and improve the energy performance of our assets, we also distribute
an annual Sustainability Survey to existing borrowers that monitors the same building sustainability attributes reported on loan
applications. This survey is distributed in Q1 of each year for the prior calendar year, and the information is also requested as part of
annual property inspections. We then track and analyze responses in a centralized database. We have set a goal of 90% survey response
rate for 2018.

•

Improve resilience to climate change and natural hazards. Principal Real Estate Investors is committed to understanding and reducing
the natural hazard risk to our portfolio in three ways. First, we have a standardized process to individually assess the natural hazard
risk of new loan originations (including flood, earthquake, and windstorm risk) and require the borrower to undertake retrofits and/or
acquire insurance where appropriate. Second, we develop an annual estimate of the portion of our loans exposed to each type of natural
hazard so that we can manage systemic portfolio risk. Third, we have taken and will continue to take steps to proactively identify and
respond to regional climate risks such as sea level rise.

•

Engage with the industry. Principal Real Estate Investors believes that the real estate industry should take the lead in establishing
sustainable lending best practices. We are committed to working with investors, regulators, industry associations, and other groups
to ensure that industry-wide standards reflect a commitment to ESG performance. To formalize our commitment to good corporate
governance, we became a signatory to the Principles of Responsible Investment (PRI) in 2010 and submit a response to the annual
PRI assessment to benchmark our governance performance against best-in-class peers. In addition, we participate in several industry
associations and other groups working to improve ESG performance, including the Urban Land Institute, Mortgage Bankers Association,
and the Dutch Treat Life Mortgage and Real Estate Officers Council. Each year, our senior leadership team identifies five or more highpriority events and collaborations where we feel we can provide a valuable contribution as ESG leaders. We prioritize initiatives that (a)
address needed industry standards, (b) have potential for large-scale impact, and (c) would benefit from our specific expertise in real
estate lending.

•

Strengthen governance practices. Ethics and integrity are core values of Principal Real Estate Investors. Our management practices
seek to benefit investment returns, enforce policy compliance, and enhance risk mitigation. Our employees adopt these values by
affirming our Corporate Code of Business Conduct and Ethics. We are committed incorporating sustainability into decision-making
at all levels of our real estate lending business, ranging from senior leadership to analysts. We have formed a debt working group
tasked with incorporating ESG factors into our lending process. In addition, we have a dedicated senior director of operations and
sustainability responsible for ESG performance, as well as several senior leaders with sustainability among their responsibilities. We
have implemented governance controls throughout our underwriting, loan approval, and monitoring process to detect and respond to
any evidence of borrower misconduct.

Principal Real Estate Investors’ Responsible Property Investing Policy has been approved by its executive management team and is
implemented through the Responsible Property Investing working group.
* These actions apply to the Principal Life Insurance Company (PLIC) General Account and other participating debt funds managed by
Principal Real Estate Investors.
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profile/Nils_Kok/publication/320380131_On_the_Value_of_Environmental_Certification_in_the_Commercial_Real_Estate_Market/
links/5a620381a6fdccb61c50541e/On-the-Value-of-Environmental-Certification-in-the-Commercial-Real-Estate-Market.pdf (accessed
January, 2017).
14. “Data Links Sustainability with Office Tenant Satisfaction.” National Real Estate Investor.
http://www.nreionline.com/office/data-links-sustainability-office-tenant-satisfaction (accessed 2015).
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15. The information provided in this collateral is based on data input by individual property teams as of October 2018 into ENERGY STAR
Portfolio Manager, with select review and validation. Baselines represent the start date for the estimated energy savings calculations
described on this page. For office properties, such baselines are individually set and generally date back to 2009 (irrespective of
potentially earlier acquisition date); for retail and multifamily properties, such baselines generally date back to 2012 (irrespective of
potentially earlier acquisition date). The energy savings performance figures are being provided for illustrative purposes. Such figures are
estimates with respect to the Portfolio and have been calculated in good faith and are based on original sources and data, as applicable,
including information derived from sources other than Principal or its affiliates that is believed to be reliable; however, Principal does not
independently verify or guarantee the accuracy or validity of such information. Certain information related to specific properties may have
not been obtained in preparing such calculations, and no representations are made as to the completeness of the data.
The information provided in this collateral is based on data input by individual property teams into ENERGY STAR Portfolio Manager, with
select review and validation. The office portfolio includes whole-building energy consumption and costs, while the residential and retail
portfolios primarily include common area consumption and costs. Office property performance is normalized by ENERGY STAR Portfolio
Manager for weather and operating characteristics, residential performance is normalized for weather alone, and retail performance is
not normalized. Performance results may undergo some moderate variability as property teams continue to update utility, space use,
and occupancy data. Baseline is generally viewed as December of 2008, the year before Principal Real Estate Investors joined ENERGY
STAR, launched the first Green Fund, and accelerated sustainability efforts. Many properties have individual baselines set according to
unique circumstances, with office building baselines dating as far back as December 2008. Retail and multifamily baselines are generally
set in December of 2012 when they were brought into the PRPI initiative. Avoided costs are generally calculated as the difference in
normalized energy consumption between the time a building entered the PRPI initiative and the current time period, multiplied by the
local energy rate. The investments described in this section are not comprehensive and do not include all investments made by Principal
or all investments within Principal Real Estate Investor’s “responsible property investing” initiatives. In particular, this Portfolio excludes
industrial and land investments and excludes certain office, retail and multifamily investments. The energy savings performance figures are
being provided for illustrative purposes. Such figures are estimates with respect to the Portfolio and have been calculated in good faith and
are based on original sources and data, as applicable, including information derived from sources other than Principal or its affiliates that is
believed to be reliable.
16. Each year, the EPA honors organizations that have made outstanding contributions to protecting the environment through energy
efficiency. April 2018, U.S. Environmental Protection Agency.
17. 2018 GRESB assessment, data as of December 31, 2017.
18. Rankings out of 42 U.S. diversified, non-listed property strategies. (2018 GRESB assessment, data as of December 31, 2017).
19. For further details please refer to the PRI Assessment Methodology, Principal Global Investors’ full Assessment Report and Transparency
Report, all of which is available upon request.
20. The Green Lease Leaders designation exhibits a strong commitment to increased performance and sustainability in buildings. May 2017,
Institute for Market Transformation (IMT) and the U.S. Department of Energy’s (DOE) Better Buildings Alliance.
21. CDP Climate A list was established in 2011 and names the world’s businesses leading on environmental performance.
https://www.cdp.net/en/scores
Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of January 2019.
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. This material contains general information only and does not take account of any
investor’s investment objectives or financial situation and should not be construed as specific investment advice, recommendation or be relied
on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the markets in general. The opinions
and predictions expressed are subject to change without prior 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.
Subject to any contrary provisions of applicable law, Principal Global Investors and its affiliates, and their officers, directors, employees, agents,
disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence)
for errors or omissions in this document or in the information or data provided in this document.
The properties profiled are intended to demonstrate the application of Principal Real Estate Investors’ investment strategy and represents a
real estate transaction previously entered into by Principal Real Estate Investors. There is no guarantee that Principal Real Estate Investors will
enter into any transactions having characteristics similar to those shown.
Potential investors should be aware of the risks inherent to owning and investing in real estate, including: value fluctuations, capital market
pricing volatility, liquidity risks, leverage, credit risk, occupancy risk and legal risk.
Third party rankings and recognitions are no guarantee of future investment success and do not ensure that a client or prospective client will
experience a higher level of performance or results. These ratings should not be construed as an endorsement of the advisor by any client nor
are they representative of any one client’s evaluation. Past performance is not a reliable indicator of future performance and should not be
relied upon to make investment decisions.
There is no guarantee that socially responsible investing (SRI) products or strategies will produce returns similar to traditional investments.
An environmental, social and governance (“ESG”) investment strategy limits the types and number of investment opportunities available and,
as a result, may underperform other strategy that do not have an ESG focus. An ESG investment strategy may result investing in securities or
industry sectors that underperform the market as a whole or underperform other strategies screened for ESG standards. Socially responsible
investing is qualitative and subjective by nature, and there is no guarantee that the criteria utilized, or judgment exercised will reflect the
beliefs or values of any one particular investor. Information regarding responsible practices is obtained through voluntary or third-party
reporting, which may or may not be accurate or complete, and is dependent on such information to evaluate a company’s commitment to, or
implementation of, responsible practices. There is no assurance that the socially responsible investing strategy and techniques employed will
be successful.
© 2019 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 Real Estate Investors is a dedicated real estate
investment management group within Principal Global Investors. Principal Global Investors leads global asset management at Principal®.
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