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About Principal Real Estate
Principal Real Estate is the dedicated real estate investment 
group within Principal Global Investors. Our real estate 
capabilities span the spectrum of public and private equity and 
debt investments. Our specialized market knowledge, dedicated 
and experienced teams around the globe, and extensive 
connections across all four real estate quadrants support our 
efforts to maximize opportunities and find the best relative 
value on behalf of our clients. We are recognized globally as a 
leader in sustainable investing.1

Top 10
global manager of real estate2

MORE THAN 

60 years
of real estate investment experience4

$106.2 billion
in real estate assets under management3

MORE THAN 

$115 billion
in real estate debt and equity transactions over the past decade5

As of 31 March 2022. 1As recognized by PRI Direct Property Assessment: A+ band 
ranking Fourth consecutive year, 2020 - highest possible rating. GRESB: 4-Star 
rating sixth consecutive year, 2021 - top 40% worldwide performance. Global Real 
Estate Sustainability Benchmark (GRESB) assessment, data as of December 2020; 
ENERGY STAR: Partner of the Year, Sustained Excellence 2018–2022, April 2022. 
In order to receive a rating, the Firm paid GRESB and PRI an application fee to 
be evaluated and rights to use the rating. 2Managers ranked by total worldwide 
assets (net of leverage, including contributions committed or received, but 
not yet invested, REIT securities are excluded), as of 30 June 2021. Pensions & 
Investments, 4 October 2021. 3Assets under management figure shown does not 
include assets that are managed by Principal International and Retirement and 
Income Solutions divisions of Principal. Due to rounding, figures shown may not 
add to the total. Includes assets managed by Principal Real Estate Europe Limited 
and its affiliates. 4Principal Real Estate Investors became registered with the 
SEC in November 1999. Activities noted prior to this date above were conducted 
beginning with the real estate investment management area of Principal Life 
Insurance Company and later Principal Capital Real Estate Investors, LLC, the 
predecessor firm to Principal Real Estate Investors, LLC. 5Excludes public REIT 
transaction volume.
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At Principal Real Estate, we seek to invest in, operate, and lend on real estate 
that delivers positive financial and ESG (environmental, social, and governance) 
outcomes for our stakeholders while promoting health and well-being for 
tenants and residents, minimizing environmental impacts, and enhancing the 
communities where we invest.  

Since the mid-2000s, Principal Real Estate has been on an ESG journey: We 
launched our first Green Property Strategy, acquired our first green building 
certifications, and took steps to increase the sustainability of our operations and 
assets. We developed our own ESG platform called the Pillars of Responsible 
Property Investing (PRPI) and used this to help drive ESG best practices and 
results throughout our investment processes. We also launched our enhanced 
PRPI ESG platform in 2021, which features our next generation of goals, 
including targeting net-zero carbon emissions by 2050. 

In 2021, our private equity team conducted comprehensive climate and 
transition risk analysis as part of the due diligence for all new assets and led 
portfolio-level analysis for three of our investment strategies. In addition, the 
team brought 150 assets on board to the PRPI ESG platform during 2020 
and 2021, which included ESG training for new property teams, operations 
expectations, and systems for data collection. Our private debt team rolled 
out a borrower toolkit outlining best practices for borrower engagement and 
improved data collection through a revised survey. Our public equity team 
developed ESG criteria and a proprietary ESG score for use in evaluating each 
investment opportunity, and the Dublin-domiciled Principal Global Sustainable 
Listed Infrastructure UCITS came to market as an SFDR Article 9 Fund—an 
alignment with the sustainable objective as part of European regulations.

As part of our ESG platform, we work to foster diversity, equity, and inclusion 
within Principal Real Estate. We support employees through organizations like 
our internal Women in Real Estate group and Commercial Real Estate Women 
(CREW), partner with area high schools to expose students to careers in finance, 
and offer scholarships for students to pursue higher education. We seek to 
make a social impact through our investments as well. As housing prices rise, 
we invest in affordable housing initiatives to provide quality options that meet 
the needs of the community. In 2021, we invested in our first social housing 
portfolio in Ireland, and we continue to expand our investments in low-income 
housing tax credits (LIHTC) and affordable and middle-income housing in the 
United States. 

We’re proud of the progress we’ve made to date to reduce our environmental 
impact and support social initiatives. Grounded in our continued commitment to 
responsible property investing and strong governance practices, ESG is crucial 
to meeting the expectations of our business, investors, and tenants. 

A LETTER FROM OUR CEO

TODD EVERETT
Chief Executive Officer 
Principal Real Estate

We’re proud of the progress we’ve made to date to reduce 
our environmental impact and support social initiatives.

“ “
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Principal Real Estate ESG platform

Private equity and private debt
Principal Real Estate has a long-standing commitment to corporate stewardship and an established 
track record in responsible property investing, starting with the first iteration of the responsible 
property investing framework in 2008. Since then, the framework has been expanded and enhanced 
to encompass environmental, social, governance, and resilience to become the Pillars of Responsible 
Property Investing (PRPI). 

Private equity and private debt  |  Public equity  |  Public debt  |  Listed infrastructure

The cornerstones represent an iterative, continuous improvement cycle, starting at property acquisition or loan origination and 
continuing until disposition or loan maturity.

CORNERSTONES  |  Our core management approach that drives results at the property level.

FOUNDATION  |  The ESG infrastructure that informs and supports the PRPI ESG platform. 

6 Applies to Principal discretionary managed funds. Separate accounts may opt into participation.
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Through our commitment to responsible property investing and strong governance practices, we seek to invest in and lend on 
real estate that delivers positive financial and ESG outcomes for all stakeholders while promoting health and wellbeing  
for tenants and residents, minimizing environmental impacts and enhancing the communities where we invest. 

VISION

Environmental 
performance

Minimizing the 
environmental impact of 
energy and water usage, 
waste production, and  
GHG emissions

Occupant  
experience

Enhancing occupant 
wellbeing by providing 
healthy, safe, and 
equitable spaces

Community 
impact

Connecting with and 
contributing to the 
economic and social 
success of markets 
where we operate

Climate 
resilience

Utilizing risk mitigation 
strategies to help ensure 
building safety and 
preparedness for physical 
and transitional climate risks

Managerial 
excellence

Ensuring accountability 
and oversight of ESG 
policies, operations, data 
quality, and regulatory 
requirements

Pillars of Responsible Property Investing (PRPI)
Private Equity and Private Debt6

Each pillar consists of key performance indicators (KPIs) used to track ESG performance and progress.
PILLARS  |  The principles that guide our ESG decision making.

Governance
Governance to strengthen 
internal and external 
accountability, transparency,  
and operational controls

Policies
Policies to set clear  
ESG expectations

Reporting
Reporting to provide 
stakeholders with actionable, 
clear information aligned 
with industry benchmarks

Research
Research to anticipate  
and assess industry 
trends and evolving ESG 
management needs
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As part of the enhanced PRPI ESG platform, we 
have set new targets for accomplishment by select 
discretionary private equity investment vehicles. 
Using a 2019 baseline,7 our targets for 2035 are:

40% reduction of greenhouse gas emissions  
(Net zero by 20508).

20% reduction in energy use intensity.9

20% reduction in water use intensity.9

20% of waste diverted.

50% utility data coverage.

20% of energy use from renewable energy.

50% of total portfolio square footage  
with building certifications.10

7   The previous iteration of environmental targets ended in 2020. A 2019 baseline was selected for the 2035 targets instead of 2020 as 
COVID-19 had a significant impact on building operating decisions in 2020.

8   See “Defining net zero” section for detail on net zero target.
9   Principal Real Estate’s energy and water reduction goals are measured using energy/water intensity defined as energy/water per square foot 

and calculated by dividing the total energy/water by the gross floor area of the building. 
10 Building certifications include new development and operational asset certifications and only apply to multifamily, office, retail, and 

industrial property types. As investment vehicles expand into other property types, inclusion in this goal will be determined by applicability 
of building certifications to the property type.

ESG targets

DEFINING NET ZERO

Principal Financial Group has committed to a 40% 
reduction in greenhouse gas (GHG) emissions by 
2035 and net zero by 2050. In alignment with this, 
select discretionary private equity investment 
vehicles are targeting the same emissions 
reduction—40% reduction in GHG emissions by 
2035 and net zero by 2050.

Principal Real Estate defines net zero as the annual 
carbon emissions generated from a building’s use 
of fossil fuel generated, GHG-emitting energy being 
reduced to zero based on the adoption of energy 

efficiency, on- and off-site renewable energy sources, 
and carbon removal offsets, if needed. This aligns 
with the Paris Climate Accord and global efforts to 
limit warming to 1.5 °C. 

Within this definition, we account for Scope 1 and 
Scope 2 emissions (energy consumption in owned 
spaces where the investment vehicle pays the utility 
bill), and to the extent possible, material Scope 3 
emissions (currently including energy consumption in 
tenant spaces where tenant pays the utility bill to the 
extent the data is available to the investment vehicle). 
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The Principal European Core Strategy has set 
an ambitious goal of achieving net zero by 
2030. The strategy differentiates itself from 
peers by taking an asset-by-asset approach 
to carbon neutrality. Each property has a 
carbon action plan, developed in consultation 
with asset managers and property teams, 
which helps these teams think through their 
potential pathways to carbon neutrality in 
consideration of local factors. The carbon 
action plans are integrated into annual business 
planning, encouraging each property to revisit 
the question of carbon neutrality at least once 
per year. 

The strategy, which invests primarily in existing 
office and industrial assets, is following the 
reduce › renew › restore approach. First 
priority is on operational emissions reductions, 
emphasizing investments that produce return 
on investment and reduce carbon. Engaging 
individual properties and staff through 
carbon action plans will be critical to meeting 
the target. Next, properties will turn to on-
site renewables, followed by green power 
procurement. After exhausting reduction 
and renewal activities, the strategy will utilize 
high-quality offsets with preference given to 
products that are third-party verified.

To learn more about Principal’s work towards net 
zero, see Understanding carbon neutrality and its 
impact on European core real estate.

Our strategy for achieving net zero starts with a 
focus on reducing building energy use through 
energy efficiency projects, low- or no-cost 
operational improvements, investment in capital 
expenditures, tenant engagement, and building 
electrification. Next, we will focus on renewable 
energy generated on-site or off-site, and potential 
renewable energy credits. For any GHG emissions 
remaining after reduce and renew projects, we will 
look at carbon removal offset options with a focus 
on authentic long-term carbon removal.

Reduce 
Reduce carbon emissions through:
• Energy efficiency

• Operational and capital improvements

• Tenant engagement

• Building electrification

Renew
Utilize renewable energy:
• On-site renewable energy

• Off-site renewable energy

• Renewable energy credits (RECs)

Restore
Offset the impact of carbon through:
• Carbon removal

• Carbon offsets By adopting property-level carbon 
action plans, we are redefining the 
relationship between real estate and 
carbon, one asset at a time.

GILES SMITH
Managing Director, Head of Fund Management, 
Principal Real Estate Europe

“

“
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NICHE PROPERTY TYPES

We continue to expand our investments into niche 
property types such as data centers, self-storage, 
manufactured housing, and single-family housing. As we 
acquire new property types, we analyze how our existing 
ESG policy and guidelines apply and, as needed, add new 
guidelines to reflect best practices specific to the property 
type. In 2021, we launched our ESG Guidelines for Data 
Centers, which the European Data Centre strategy utilizes 
as a resource in their journey to net-zero emissions.

 
NET LEASE TENANT ENGAGEMENT

Originally, we designed the PRPI initiative to cover 
eligible office, multifamily, and retail assets. In 2020, 
we began onboarding industrial assets, assisted by 
tenant engagement activities tailored to triple net lease 
(NNN) properties. We provided a net lease engagement 
addendum to property managers in conjunction with the 
PRPI initiative. This helped guide property team efforts 
in educating and collaborating with tenants on ESG 
initiatives, such as collecting and benchmarking utility 
data, and identifying operational improvements. By the 
end of 2021, we added over 100 industrial properties 
to the PRPI initiative, and work will continue in 2022 to 
bring additional industrial properties into the program 
and engage NNN tenants on ESG best practices. 

EUROPE INTEGRATION

In 2018, Principal Global Investors acquired 
Principal Real Estate Europe. We have been 
integrating European assets into the PRPI ESG 
Platform with a three-year plan running from 
mid-2019 to mid-2022, which includes:

 › Consistent guidelines, policies, procedures, and 
day-to-day management practices, including 
ESG criteria

 › Information for European teams in a centralized 
database

 › Amending standard property management 
agreements, roles, and responsibilities and a 
standard lease form

 › Consistent property management oversight 
procedures

 › Training sessions for European property teams

 › Marketing, engagement plan and materials

 › Consolidated reporting

In 2019, Principal Real Estate Europe adopted 
our ESG policies and embedded these ESG 
best practices into procedures for third-party 
property managers. The management agreement 
language was updated, and a sustainability 
clause was added to RFPs for hiring management 
companies. 

Principal Real Estate Europe posted strong 
2020 performance while creating strategies 
to help improve ongoing ESG performance 
through property team engagement, data 
collection, certification, technical assessment, and 
compliance strategies. 

In 2021, the Europe team submitted six funds 
to GRESB, began training on the PRPI platform, 
and started using the ENERGY STAR Portfolio 
Manager for utility data collection. As part of the 
enhanced PRPI framework, Principal Real Estate 
Europe will be integrated into our marketing and 
engagement materials as well as our consolidated 
quarterly performance reporting. 

Sunrise Data Center, Sunrise FL

Freebird Business Park, Jacksonville FL
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1. Engage and collaborate with companies to 
encourage responsible ESG practices with the 
objective of promoting earnings sustainability 
and relative valuation.

2. Encourage companies to engage in greater 
transparency of ESG practices.

3. Encourage companies to manage ESG-related 
risks with the purpose of achieving a competitive 
advantage relative to peers in areas such as climate 
risk management, renewable energy, sustainable 
investment, labor policy, remuneration, boards/
directors, and other ESG factors that could impact  
a company.

Public equity
We believe a more holistic approach to investment decision-making involves incorporating ESG factors 
into our investment process results. Thus, ESG issues are one of many important factors our team of 
investment professionals considers when assessing a company. To facilitate our understanding of ESG 
within a company, we produce a proprietary ESG score, which is then integrated into our investment 
decision-making through its impact on the required risk premium we assign each stock. 

We include ESG criteria in the investment due diligence process of specific metrics in each category.  
For example, we consider the following:

ENVIRONMENTAL We consider a company’s energy consumption and their efforts to improve environmental 
performance and believe offering environmentally friendly buildings will be critically and 
increasingly important in producing attractive future earnings growth. 

SOCIAL Social aspects relevant to real estate securities involve internal factors such as fostering an 
appealing work environment, which is critical to attract and retain talent, and developing a highly 
skilled workforce; also, we consider external factors like upholding human rights and community 
engagement. 

GOVERNANCE Good governance can drive strong stock performance and positive results for shareholders. For 
real estate securities, we believe sound corporate governance has the most significant impact, 
as it is essential for strong stock performance. We seek companies with a strong alignment of 
management and investor interests.

Our investment process includes engagement with companies on ESG matters not only to maximize shareholder 
value and long-term returns but also to promote greater transparency, awareness, and adherence to higher ESG 
standards by encouraging companies to disclose relevant ESG metrics through public reporting. The Principal REIT 
team has adopted the following framework to guide our partnership with companies we may invest in:

Principal Real Estate ESG platform
Private equity and private debt  |  Public equity  |  Public debt  |  Listed infrastructure

4. Encourage companies to publicly disclose 
relevant ESG metrics and acknowledge  
the importance of disclosure to overall 
business strategy.

5. Seek out ESG research and conduct 
independent analysis to further our  
overall ESG knowledge of companies.

6. Maintain records of relevant engagement 
activities.

We use this information to enhance MSCI’s ESG scoring by assimilating the analyst’s assessment 
of governance from the quality score process, resulting in a proprietary ESG score.
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Public debt
We take ESG factors into consideration for all CMBS assets we manage. We strive to reflect the 
investment risks associated with ESG factors as they relate to property owners being able to perform on 
all CMBS related debt. 

One of the keys to success for the CMBS strategy is through security selection relative to the Index.  
ESG factors that may impact the risk and ultimate performance of the CMBS loans that secure CMBS 
securities include:

Principal Real Estate ESG platform
Private equity and private debt  |  Public equity  |  Public debt  |  Listed infrastructure

ENVIRONMENTAL We consider the enhanced value of properties that conserve energy and water, natural disaster risk 
associated with properties that might be exposed to hurricanes, flooding, seismic events, and wildfires, 
and environmental contamination risk and remediation. We also consider higher tenant demand and 
potential higher property value appreciation associated with LEED certified properties.

SOCIAL Social factors considered include the lower risk associated with Agency CMBS from Freddie Mac 
and Fannie Mae that support the growing need for affordable housing, awareness of property 
building standards, and the safety and wellbeing of tenants. We also incorporate the potential for 
socially responsible offerings to provide enhanced risk adjusted returns as investors recognize the 
importance of the sponsors of those offerings in the market.

GOVERNANCE We consider a variety of governance factors including conflict of interest, oversight of special 
servicers to work out loans in the best interest of all CMBS bondholders by an operating advisor, 
bankruptcy, remote borrowing entities, alignment of interest in the form of risk retention, generally 
standardized documents governing the loan trust and various parties involved, and well-defined and 
understood cash flow distribution to investors.

Our ESG information comes from issuer-provided term sheets and rating agency presale reports 
that provide details such as LEED certification, earthquake risk, low-income housing requirements 
and property condition reports on the top 10-15 loans in each pool. Additionally, each loan originator 
contracts third party reports to assess environmental, seismic (as applicable), engineering, and insurance 
risks such as flood or windstorm.  

The primary consideration of ESG issues is completed by our team of CMBS analysts during the 
investment process. In this process, the analysts’ assessment of ESG risks is incorporated into the overall 
credit assessment of individual loans which are then reflected in our proprietary CMBS bond model. 

We continually assess the latest developments in ESG issues and seek the most effective ways to 
incorporate best market practices into our investment process.  
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Listed infrastructure
The Principal Listed Infrastructure strategy was 
founded in 2019 as a new investment capability 
within the public equity quadrant of Principal Real 
Estate. Building on the long-standing commitment 
by Principal Real Estate to integrate Environmental, 
Social, and Governance (ESG) standards into 
its investment practices, we were explicit in our 
commitment to sustainable investing from the Listed 
Infrastructure strategy’s inception. Our dedicated 
investment team members also bring differentiated 
ESG and sustainability experience to their roles, having 
held ESG-related leadership roles at predecessor firms 
and studied sustainability issues at the graduate level. 
We believe diverse perspectives, coupled with inclusive 
environments, lead to better investment decisions 
and outcomes for our clients. We aim for women and 
people of color to comprise at least 50% of the listed 
infrastructure investment team when it reaches scale 
in 2025.

In 2021, we launched a Dublin-domiciled Global Listed 
Infrastructure UCITS Fund to bring our strategy to 
market for those looking for a commingled vehicle, 
which represents a unique opportunity for long-term 

investors to allocate capital at the intersection of 
environmental, social, and economic progress, and is 
designed to meet the requirements of Article 9 under 
the European Union’s SFDR investing in companies 
that make material positive contributions to the 
United Nation’s Sustainable Development Goals.

A 2018 study from the Inter-American Development 
Bank makes the case that infrastructure has the 
potential to explicitly and directly support progress 
toward over 70% of the 169 Sustainable Development 
Goal (SDG) targets outlined in the UN’s 2030 Agenda 
for Sustainable Development.11 We agree and believe 
infrastructure companies are in a particularly strong 
position to contribute to targets related to clean water 
and sanitation, affordable and clean energy, economic 
productivity, innovation in infrastructure, sustainable 
cities and communities, and climate action, or SDGs 6, 
7, 8, 9, 11, and 13.

Learn more about the Listed Infrastructure’s 
sustainable investing policies.

11 https://publications.iadb.org/publications/english/document/What_is_Sustainable_Infrastructure__A_Framework_to_Guide_Sustainability_
Across_the_Project_Cycle.pdf  

Principal Real Estate ESG platform
Private equity and private debt  |  Public equity  |  Public debt  |  Listed infrastructure
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2020 | ESG targets
In 2013, we set our first iteration of utility reduction goals, targeting achievement by 2020. 
As of 4Q20, we accomplished12:

2035 | ESG targets
Using a 2019 baseline,13 our targets for 2035 are:

Energy reduction target: 20%

Achieved 15.2%   cumulative energy savings since baseline— 
representing over $51 million in cumulative savings

Accomplishment of the energy reduction goal was mainly 
hindered due to the portfolio moving from a higher 
concentration of properties with significant operational 
control to those with more limited operational control

84% of our office portfolio is LEED, ENERGY STAR certified

Greenhouse Gas Emissions reduction target: 10%
Achieved 21.2%   decrease in GHG emissions over baseline 
(130,400 metric tons of GHG emissions avoided) 

Water use reduction target: 10%
Achieved 12.8%   water reduction since baseline - 
representing 156,000 gallons of water saved

Waste diversion target: 10%
Achieved 16.3%   waste diversion since baseline

Greenhouse gas emissions reduction: 40%14

Energy reduction: 20%15

Water reduction: 20%15

Waste diversion: 20%

Data coverage: 50%

Renewable energy: 20% of energy use

Building certifications: 50% of total  
portfolio square footage16

12The information provided is based on data input by individual property teams as of December 2020 into ENERGY STAR Portfolio Manager, with 
select review and validation. Baselines represent the start date for the estimated energy, GHG, water, and waste savings calculations described 
on this page. Baseline is generally viewed as the 12 months preceding December 2008, the year before Principal Real Estate Investors joined 
ENERGY STAR. Many properties have individual baselines set according to unique circumstances. Retail and multifamily baselines are generally 
set for the 12 months preceding December 2012, when they were brought into the PRPI initiative.

13The previous iteration of environmental targets ended in 2020. A 2019 baseline was selected for the 2035 targets instead of 2020 as COVID-19 
had a significant impact on building operating decisions in 2020.

14Detail on the net zero target
15Principal Real Estate’s Energy and Water Reduction Goals are measured using energy/water intensity, defined as energy/water per square foot. 

It’s calculated by dividing the total energy/water by the gross floor area of the building.  
16Building certifications include new development and operational asset certifications. Multifamily, office, retail, and industrial property types only. 

As funds expand into other property types, inclusion in this goal will be determined by applicability of building certifications to the property type.

ESG initiatives and accomplishments
Environmental  |  Social  |  Governance

Environmental
In 2021, we made significant progress in the environmental performance of our assets. 
We invested in energy efficiency, renewable energy, water use reduction, and waste diversion 
efforts. We reduced our GHG emissions, analyzed our climate risks, and expanded our 
guidelines for new property types. We measured our success toward our 2020 targets and 
established new targets for 2035, including a goal of net zero emissions by 2050 or sooner. 

2050 | Net zero

In order to receive a certification, a fee was paid to LEED to be evaluated and for rights to use the certification.
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Climate risk analysis

PRIVATE EQUITY 

In 2021, we officially implemented physical and 
transition climate risk analysis for our private equity 
assets. This analysis reviews a property’s risk of 
exposure over the next 15 years to six physical 
hazards: coastal flooding, fluvial flooding, tropical 
cyclone, wildfire, extreme heat, and extreme cold. As 
an increasing number of jurisdictions adopt climate 
action plans, renewable energy portfolio standards, 
and other environmental regulations targeting greater 
energy efficiency and reduced carbon emissions, 
we must also evaluate a property’s risk associated 
with meeting these requirements. Our transition 
risk analysis process compares the property’s actual 
emissions (depending on data availability) or a proxy 
to the emissions necessary to meet 1.5°, 2°, and 3°C 
global warming scenarios in the next 15 years. This 
provides insight into the level of carbon reduction 
needed at the property. In addition, we use several 
databases to identify regulations a property may 
be subject to. 

Due diligence process

For new property developments where a high-
risk physical hazard has been identified, the team 
engineer reviews the property’s design to determine 
if it properly accounts for the identified risk. We 
adjust design and/or operational procedures for risk 
mitigation as applicable and incorporate changes 
and recommendations into the underwriting and 
committee approval process if needed. Once the 
property is operational, the property manager 
is notified of the identified climate risks and 
provided operational mitigation strategies for each 
identified risk.

For existing property acquisitions during the due 
diligence period, we provide information on identified 
high risks to the Property Condition Assessment 
(PCA) consultant, who considers the high-risk hazards 
in their on-site review and provides recommendations 
for mitigation practices via capital improvements and/
or operational procedures. The team engineer and 
acquisitions team review these recommendations, 
then incorporates them into the underwriting and 
committee approval process as needed. Upon closing, 
we notify the asset manager and property manager 

of the identified climate risks and resiliency measures 
identified by the PCA consultant and provide best 
practice mitigation strategies specific to those risks.

In addition to providing physical hazard information 
to the asset manager and property manager, we 
also notify the team of any identified regulations 
the property is subject to. As required in our PRPI 
ESG platform, property managers must ensure the 
property complies with all local regulations.

Portfolio risk analysis

Three Principal Real Estate investment strategies 
completed physical and transition risk analysis on 
their entire portfolio of owned assets in 2021, with an 
additional six to complete the analysis in 2022. The 
investment strategies use this information in their 
annual investment strategy to identify high-risk assets 
for needed capital improvements or operational 
changes and to better understand their overall 
environmental risk and impact.

PRIVATE REAL ESTATE DEBT

The Principal Real Estate Private Debt Origination 
team is committed to understanding and reducing 
the natural hazard risk to our portfolio. We have 
a standardized process to individually assess the 
natural hazard risk of new loan originations including 
flood, earthquake, and windstorm risk. Based on 
this analysis, we require the borrower to undertake 
retrofits and/or acquire insurance where appropriate. 
We also 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. 
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Solar programs 
At our properties nationwide, we are pursuing solar 
opportunities by installing solar panels directly 
or leasing roof space for solar panels. These 
opportunities are being reviewed in conjunction 
with Black Bear Energy, who has been engaged to 
complete a portfolio-level analysis of opportunities 
for solar. 

At year-end 2021, we had 11 solar leases covering 
980,514 square feet and totaling 5,358 kW of 
potential solar power across four states. The energy 
generated by the solar systems will either serve the 
buildings’ on-site loads or be sold to local businesses 
and residential off-takers through community 
solar programs.

In California, seven of our office buildings are pursuing 
solar opportunities, which will total 3,338 kW when 
complete in 2022. These include both rooftop and  

 
 
carport solar systems. Combined, the systems will 
produce over five million kWh of energy per year, the 
equivalent of removing 776 vehicles from the road. 
The solar carports also provide the added benefit of 
covered parking for building tenants. 

In New Jersey, we acquired a self-storage property 
with 145 kW of rooftop solar serving the on-site 
electricity consumption. The system produces roughly 
190,000 kWh of clean energy annually, the equivalent 
of taking an extra 30 cars off the road each year.

Upcoming projects include 1,875 kW of rooftop 
solar to be installed at three industrial buildings in 
New Jersey, Maryland, and Illinois. Each year, this will 
provide over 2.5 million kWh of affordable renewable 
energy, enough to power 214 homes, to local 
businesses and residents, many of which are low- to 
moderate-income households. 

Solar rendering, Central Station, Sunnyvale, CA
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Energy Playbook Program
In 2020, we wrapped up our Energy Playbook 
Program, which guided properties through the 
process of setting energy performance targets 
and identifying viable technologies and techniques 
for improved operational efficiency. This four-year 
program included 75 properties that identified 
over 425 energy efficiency projects, which are 
estimated to save $2.8 million in annual energy 
costs and over 19.1 million kWh. 

Energy efficiency assessments
In 2021, we piloted the BX9 energy efficiency 
assessment program for three properties. To 
conduct a BX9 review, a third party sustainability 
consultant (RE Tech Advisors) coordinated with 
the property team to gain remote access to the 
Building Automation System (BAS) and collect 
necessary building information, to review the 
BAS operations, graphics, and trends. Based on 
the analysis, the consultant suggested several 
low- and no-cost improvements for each property, 
which were typically operational in nature. For 
example, they identified unoccupied runtime 
for equipment such as outdoor air dampers and 
pumps setting controls to turn off that equipment 
during unoccupied hours. They also identified that 
several sensors were not operating correctly, so we 
replaced those sensors. In addition, we recalibrated 
set points for airflow, temperature, and static 
pressure. In the future, we will track energy 
performance at the three properties to identify 
any savings that result from the improvements. 
These types of “virtual” audits are especially 
meaningful, safe, and cost-effective when so many 
businesses are still operating remotely.

World’s First Living Building Challenge  
“Petal-Certified” grocery store

In 2020, PCC Community Markets opened a grocery 
store location at the Principal U.S. Core-Plus strategy’s 
Ballard Blocks property in Seattle, Washington. PCC 
built their standalone building interior to meet the Living 
Building Challenge (LBC) requirements, and it became 
the first Petal-Certified grocery store in the world. 
Design and construction focused on three key LBC 
categories called “petals”—Materials, Place, and Beauty. 

The Materials Petal requires the elimination of 800 
materials and chemicals on the Living Building Challenge’s 
“Red List.” By using safer materials, the property’s interior 
does not expose people or the ecosystem to substances 
that have a demonstrated negative impact on human 
and ecosystem health. PCC met these requirements by 
working with specific construction material suppliers for 
drywall, concrete, paint, and lighting. Furthermore, finishes 
such as the belts at checkout counters were redesigned 
using an alternative product that does not contain any Red 
List materials.

As part of the Place Petal, PCC contributed to the 
International Living Future Institute as part of their 
Habitat Exchange program. With the funds PCC 
donated, a land area matching the building’s footprint 
(approximately 27k square feet) is protected.

Finally, PCC met the Beauty Petal requirements 
by partnering with a local artist to design art that 
connected with the community for the space. Kyler 
Martz, a local artist, designed a sea-themed mural 
and two-story octopus sculpture. In addition, the art 
was made out of 100% approved materials—Martz 
did not use any Red List materials. For more on the art 
considerations of the property see PCC’s interview with 
Kyler Martz and PCC CEO Cate Hardy. 

As part of PCC’s sustainability commitment, all wood 
used in the project was Forest Stewardship Council 
(FSC) Certified. To minimize the negative environmental 
impact of transporting materials large distances, PCC 
locally sourced as many materials as possible. Over 
30% of the materials used came from within 311 miles 
(500 km) of the property, and 97% were from the U.S. 
On-site electric vehicle charging stations were added, 
and the property’s location is highly walkable, bikeable, 
and accessible to mass transit. The project’s design 
maximizes natural light and uses LED lighting only when 
natural lighting is insufficient. Equipment is ENERGY 
STAR certified and highly efficient. For example, PCC 
put doors on refrigerated cases, reducing energy use by 
up to 65%. Other high-efficiency equipment includes 
steam cookers, condensing boilers, and the property’s 
CO2 refrigeration system that reclaims and reuses the 
heat the system emits. Finally, water fixtures installed 
such as faucets, dishwashers, and steam cookers use 
less water than conventional models.

PCC Community Market at  
Ballard Blocks II, Seattle WA
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In order to receive a certification, a fee was paid to Petal to be 
evaluated and for rights to use the certification.
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LOW-INCOME HOUSING TAX CREDITS

Principal Real Estate invests in affordable housing 
properties that have been allocated low-income 
housing tax credits on behalf of Principal Life 
Insurance Company. Developers use these investments 
to construct or substantially renovate affordable 
housing properties for low-income and very low-
income households. Residents of these affordable 
housing properties spend less of their income on rent, 
consequently improving their food security, physical 
health, and educational opportunities while enjoying a 
safe, decent place to call home.

Since 2004, Principal’s affordable housing investments 
have aided in the creation or preservation of over 
28,000 units of affordable housing across 42 states and 
Puerto Rico. In 2021, Principal Life Insurance Company 
committed an additional $100 million to affordable 
housing, which will assist in the creation or preservation of 
another 4,600 units of affordable housing in 22 states.

MANUFACTURED HOUSING

Our Real Estate Core Property Strategy formed an 
exclusive joint venture with a vertically integrated 
operating partner to acquire manufactured housing 
properties in high-growth markets with two acquisitions 
completed in 2021. As the path to single-family 
homeownership becomes increasingly expensive, 
manufactured housing offers many of the benefits of 
single-family housing at a lower price point: the average 
cost of a new single-family home is approximately seven 
years of the area median income while the cost of a 
manufactured home is approximately two years of the 
median income. In addition to a lower price point relative 
to single-family home ownership, manufactured housing 
typically includes amenities consistent with those of 
traditional multifamily properties. 

Rincon is an age restricted (55+) manufactured housing 
community located in Tucson, Arizona. The property 
offers many community amenities including a heated 
pool and spa; fitness center; bocce ball, shuffleboard, 
pickleball and tennis courts; library; activities center 
with woodworking shop, arts and crafts room, sewing 
room, lapidary room, and pottery studio; classrooms 
and community spaces; coffee bar; courtyards; and 
auditorium. In addition to the amenities available 
to residents, the property offers daily activities and 
clubs for hobbies including exercise classes, arts 
groups, cards and games groups, health and wellness 
activities, educational sessions, on-site community 
events, coordinated off-site events with shuttle service, 
and more. On top of the wide array of community 
amenities, Rincon is an affordable housing option. Park 
model homes offer a discount of approximately 25% to 
34% of single-family home sales.*

 

Social
In addition to our environmental achievements in 2021, we advanced social initiatives supporting 
affordable housing, youth development, and women’s advancement. We embedded diversity and 
inclusion strategies throughout our global operations and achieved an inclusion index score of 80% 
among our employees. We built on our designation as a Fitwel Champion, and we expanded our 
efforts and building certifications to enhance the health and wellness of our tenants.

ESG initiatives and accomplishments
Environmental  |  Social  |  Governance

Affordable housing

Rincon, Tucson, AZ

* Based on median home value within a 3-mile radius and average sale price for a park model home at Rincon West and Rincon East.
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MIDDLE-INCOME HOUSING STRATEGY

Due to home price appreciation, rising mortgage 
interest rates and a general housing shortage in the 
U.S., housing affordability is at its lowest level since 
2008*. To address the need for affordable housing 
across the U.S., Principal is committed to investing in a 
middle-income housing strategy. This strategy targets 
multifamily properties with rental rates that enable 
the community to live sustainably within their means 
at rent levels no more than 35% of total household 
income for residents earning 60% to 100% of the area 
median income (or up to 120% of the area median 
income for high-cost metros).

IRISH SOCIAL HOUSING

In the first quarter of 2021, the Principal Eurozone 
Durable Income Strategy acquired a €20 million Irish 
social housing portfolio comprised of 55 homes. The 
homes are leased to Dublin’s local authorities on 
25-year terms. The authority uses these homes to 
provide housing to individuals with disabilities, people 
experiencing homelessness, and/or those on low or 
fixed income. 

*Principal’s internal view that also aligns with the National Home Builders Association Index and the Goldman Sachs Housing Affordability Index.  

SINGLE-FAMILY RESIDENTIAL

Single-family residential for rent is an affordable 
alternative to single-family home ownership as home 
values grow faster than household income. Since 
1990, median household income growth has trailed 
home price appreciation creating a meaningful 
limit to homeownership for several generations. 
Millennials and Gen Z are entering peak rental years 
and renting for longer as many delay life events 
such as marriage, home buying and children, and 
the Baby Boomer (age 60+) cohort continues to 
grow, increasing demand for single-family rental. 
Principal has partnered with two vertically integrated 
operators to build single-family rental portfolios in 
key growth markets across the U.S. 

Already acute, the need for social 
housing in Ireland has only intensified 
during the course of the COVID-19 
pandemic. This transaction is among 
the first of our institutional acquisitions 
in the Irish social housing sector, 
simultaneously meeting investor 
demand for long-term CPI-linked 
income streams of investment grade 
credit quality while also supporting 
the Irish government’s policy aim of 
drastically increasing social housing 
provision where it is most needed.

GILES SMITH
Managing Director, Head of Fund Management, 
Principal Real Estate Europe

“

“
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Supporting youth

PRINCIPAL REAL ESTATE  
SCHOLARSHIP PROGRAM

Principal Financial Group (PFG) supports education 
by annually awarding $500,000 in higher education 
grants for targeted student engagement, experiential 
learning initiatives, and diversity and inclusion 
development. Building on PFG’s commitment to 
supporting higher education, Principal Real Estate 
has established a scholarship program for students 
who are members of a minority group, veterans, have 
a disability, or have financial need. The scholarship 
offers up to $7,500 per student per year, renewable 
for up to four years. Five students have been awarded 
the scholarship since its inception. 

IOWA JOBS FOR AMERICA’S GRADUATES

PFG partners with Iowa Jobs for America’s Graduates 
(iJAG) in support of iJAG’s mission to provide 
support, skill development, and opportunities for 
underrepresented students at the highest risk of 
disengaging from school. Within the iJAG program, 
Principal provides opportunities for iJAG participants 
to gain skills, job shadow, and receive encouragement 
to take the next step in their career or education 
through classroom volunteering and a summer 
employment program. Though classrooms converted 
to virtual in the 2020-2021 school year, PFG still 
maintained a robust volunteer presence in iJAG 
classes. Seventy employees consistently volunteered 
with nine local middle and high schools to meet with 
students and teach résumé building, college and 
career optioning, interview skills, and financial literacy.
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Women’s advancement

WOMEN IN REAL ESTATE

To help attract, retain, and advance women in the 
organization, in 2016, Principal Real Estate established 
Women in Real Estate (WIRE). The mission of WIRE is 
to create development and networking opportunities 
that attract, develop, advance, and retain women, 
promote an inclusive and diverse organizational 
culture, and cultivate leadership in the global real 
estate investment management industry. The 
group hosts regular events focused on professional 
development topics such as public speaking and 
career path development as well as networking, skill-
building, and service opportunities. Additionally, WIRE 
offers a formal mentoring program each year that 
provides participants the opportunity to learn from 
senior members of Principal Real Estate. 

 
 
COMMERCIAL REAL ESTATE 
WOMEN (CREW)

Principal Real Estate supports both 
the Iowa chapter of CREW and 
employees’ membership expenses 
for involvement in the organization. 
In 2021, Principal Real Estate CEO 
Todd Everett signed the CREW Network’s CRE Pledge 
for Action to Advance Women and DEI. The pledge 
supports the advancement of women and other 
individuals in underrepresented groups based on (but 
not limited to) race, ethnicity, sexual orientation, ability, 
religion, or age. Phase I of the pledge is a commitment 
to six goals:

1. Partner with CREW Network to support 
our mission to transform the industry by 
advancing women, and begin efforts now to 
make change.

2. Close the compensation gap in our industry 
by conducting a pay equity study.

3. Increase inclusion through senior executive 
sponsorship of women and/or other 
individuals in underrepresented groups 
within the company.

4. Advance women to top roles to achieve 
gender diversity in leadership.

5. Increase diversity through intentional 
recruiting and hiring of individuals from 
diverse backgrounds.

6. Implement accountability strategies that 
measure progress.
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PRINCIPAL REAL ESTATE EMPLOYEES PRINCIPAL FINANCIAL 
GROUP BOARD OF 
DIRECTORSGender Ethnicity
As of 12/31/2021

44.8% Women

55.2% Men

U.S. 
Women

Global 
Women

People  
of color*

Executive Management 
(PGI Operating Commitee)

33.3% 31.6% 11.1%

Principal Real Estate  
total employees

44.8% 44.1% 8.1%

Principal Real Estate investment 
professionals only

35.3% 33.4% 8.5%

Data as of December 31, 2021 . *Represents U.S. employees only.

Women: 

5 of 13

People of color:  

4 of 13

Diversity and inclusion

To learn about Principal’s global inclusion efforts, compensation and pay equity, supplier diversity, 
and training practices, please see the 2021 Principal Financial Group Sustainability Report.

U.S. Global

44.1% Women

55.9% Men

8.1% People of color

91.9% White
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Health and wellness
Principal Real Estate is dedicated to providing 
buildings that promote building occupant, resident, 
and visitor well-being. Our health and wellness 
guidelines outline best practices for providing 
opportunities for physical activity, accessible healthy 
food and clean water, quality social connections, and 
healthy environments. Whenever possible, Principal 
Real Estate develops properties that seek LEED, 
BREEAM, WELL, Fitwel, or an equivalent certification. 
At our operational assets, we strive to implement 
best practices wherever feasible. We require 100% 
compliance in our annual property inspections, and 
property teams must develop remedy plans for any 
observed safety or tenant/resident comfort issues 
and show positive year-over-year improvement 
in tenant satisfaction survey responses related to 
building health and wellness questions.

With the enhanced focus on healthy buildings 
through COVID-19, we held a health and wellness 
staff training in 2020 and published a white paper 
titled The future of buildings: Four emerging health 
and wellness trends to share our knowledge.

The Principal Financial Group Foundation, Inc., (the "Principal Foundation") is a duly recognized 501(c)(3) entity focused on providing 
philanthropic support to programs that build financial security in the communities where Principal Financial Group, Inc. ("Principal") operates. 
While the Principal Foundation receives funding from Principal, the Principal Foundation is an independent organization. The Principal 
Foundation doesn't practice any form of investment advisory services and isn't authorized to do so.

COVID-19 RESPONSE

Throughout the COVID-19 pandemic, our teams 
stepped up to serve tenants, residents, investors, 
and stakeholders, prioritizing health and safety while 
preserving returns. 

Our property managers also engaged in health and 
safety procedures. Each property team followed best 
practices in the PRPI to formulate a plan that would 
best meet the needs of their property. Several teams 
identified creative and highly effective solutions, which 
are highlighted in our sustainability profile: Driving 
Excellence Throughout COVID. 

Within Principal Real Estate, our employees worked 
hard to support property teams, tenants, and investors 
and contributed to Principal Foundation efforts to 
help the communities where we operate. Between the 
Principal Foundation and employee efforts, we:

 › Supported 1,105 applicants globally through the 
Principal Foundation Global Relief Fund, offering 
hardship grants for employees of Principal, majority-
owned member companies, and service staff in 
the U.S.

 › Combined efforts of Principal and the Principal® 

Foundation, expected to total more than $25 million, 
to support customers, businesses, and communities 
financially impacted by COVID-19. 

 › Donated 180,176 meals.

 › Raised more than $6.7 million for kids despite 
COVID-19 cancelling the Principal Charity Classic—
this surpassed the previous year’s fundraising record 
by more than $1 million. 

In addition, PFG supported employees through:

 › An emphasis on flexibility for family and 
personal needs.

 › Extra company time off, encouraging employees 
to focus on mental health.

 › Temporary pay policy, ensuring employees continued 
to be paid if they missed work due to COVID-19.

 › Frequent communication from PFG’s CEO 
Dan Houston, business unit leadership, town hall 
meetings, and pulse surveys.
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Fitwel Champion
Fitwel is a building certification that uses evidence-based design and operational strategies 
to enhance building environments by addressing a broad range of health behaviors and 
risks. Each strategy is linked by empirical evidence to at least one of the seven Health 
Impact categories, which include: increases physical activity, promotes occupant safety, 
reduces morbidity and absenteeism, supports social equity for vulnerable populations, 
instills feelings of well-being, impacts community health, and provides healthy food options.

Fitwel strategies are organized into the following 12 sections by scale: location, building 
access, outdoor spaces, entrances and ground floor, stairwells, indoor environments, 
workspaces, shared spaces, water supply, food services, vending machines and snack bars, 
and emergency procedures.

Principal Real Estate became a Fitwel Champion in November 2020. By the end of 2021, 
10 Principal assets had earned Fitwel certification, and another 14 assets are pursuing 
certification.

BUILT CERTIFIED: 

601 New Jersey  
(1-star, Washington D.C.)

Broadway Tower  
(2-star, Portland)

Capitol Plaza  
(1-star, Washington D.C.) 

Park Place 1 3337 Michelson -  
See case study on page 32  
(1-star, Irvine)

DESIGN CERTIFIED: 

Alta Buena Vista  
(2-star, Alameda)

Block 71/Indeed Tower -  
See case study on page 33  
(1-star, Austin)

Llewellyn  
(1-star, Los Angeles)

Capital Plaza Broadway Tower Llewellyn

In order to receive a certification, a fee was paid to Fitwel to be evaluated and for rights to use the certification.



ESG at Principal Real Estate  |  22

Broadway Tower
Broadway Tower was named a 2022 Best in Building 
Health award winner and completed the Fitwel Built 
Certification. With its award for having the highest scoring 
Built project in 2021 using the Multi-Tenant Whole Building 
v2.1 scorecard, the Center for Active Design recognized 
Broadway Tower for its leadership to enhance occupant 
health and wellbeing, along with best-in-class innovations.

Broadway Tower is a 19-story mixed-use project with 
below-grade parking, ground floor retail, a 180-key hotel on 
the bottom eight floors (not included), and office space on 
the top 11 floors. Built in 2018, the building offers highly 
efficient 17,000-square-foot floor plates, ten-foot average 
ceiling heights, and oversized floor-to-ceiling windows 
that provide mountain and river views on every floor of 
the office space. The project features an array of on-site 
amenities including bike storage for 115 bicycles, a fitness 
facility, locker rooms, conferencing facilities, exclusive deck 
space, and active workstations. 

The property is well-located with a walk score of 99, transit 
score of 97, and bike score of 90. Located in downtown 
Portland, Oregon, the property is adjacent to the South 
Park Blocks, Portland State University, and the Broadway 
Theatre District. In addition, Broadway Tower is convenient 
to numerous restaurants, shopping, and entertainment 
options, and outdoor amenities including the Portland 
Farmers Market and the South Hawthorne Waterfront Park 
and walking trail. Public transportation is easily accessible 
as the property is just one block from two lines of the 
Portland Streetcar, one block from two lines of the MAX 
light rail, and within a two-minute walk of 10 TriMet bus 
stops. For tenants who utilize public transit, the property 
offers reimbursement for cost of parking at transit or 
commuter parking lots and transit use.

Building occupants have high-quality workspaces with daylighting, views of 
nature, operable shading, thermal control, and active workstations. In addition, 
occupants benefit from the property’s indoor environmental practices, 
including regular indoor air quality testing and a green purchasing policy 
for office supplies, durable office goods, and cleaning and hygiene products 
and services. Finally, the property uses integrated pest management and has 
separate ventilation in all areas with chemical use or storage. 

The Fitwel Best in Building Health award and Principal’s Fitwel Champion 
status speak to not only Principal’s leadership in advancing human health 
and well-being through the built environment but also our commitment to 
prioritizing the health of building occupants at scale.
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ESG initiatives and accomplishments
Environmental  |  Social  |  Governance

Governance
During 2021, Principal Real Estate maintained strong governance through our structures, 
policies, data quality, reporting, and risk management. We analyzed our ESG performance 
and implemented actions for continuous improvement. We also engaged our property 
teams, tenants, and other stakeholders to join us on our sustainability journey. 

Principal Financial Group Board of Directors

Principal ESG Task Force

Principal Global Investors Operating Committee

Principal Global Investors ESG Oversight Committee

Principal Global Investors ESG Investment Council

Principal Real Estate Strategic Working Group

Sustainable Consultant: RE Tech Advisors

Principal Real Estate ESG Working Groups 
Europe • U.S. Private Equity • U.S. Private Debt 

Principal Real Estate Core ESG Team

Principal Financial Group

Principal Real Estate

Principal Global Investors
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GOVERNANCE STRUCTURE

PFG Board of Directors
The Board regularly reviews best practices for corporate 
governance and modifies policies and practices as 
necessary. The Board’s Nominating and Governance 
Committee is charged to review environmental 
and corporate governance responsibility matters of 
significance to the company. The review process includes  
performance against specific sustainability metrics such 
as carbon emissions reductions, waste diversion, and water 
consumption. Senior management reports the company’s 
progress toward its carbon emissions reduction goal twice 
per year during two of the quarterly Nominating and 
Governance board of director committee meetings.

Principal ESG Task Force
The role of the ESG Task Force is to ensure that material 
issues help guide our business decisions, shape our overall 
ESG strategy, and continually engage with stakeholders. 
Leaders from across the organization are appointed to the 
task force by Chairman, President, and CEO Dan Houston.

Principal Global Investors (PGI) Operating Committee
The PGI Operating Committee is comprised of Principal 
Global Asset Management (PGAM) and Principal Global 
Investors senior leadership and others. Responsibilities 
include management of PGAM and the PGI Operating 
Segment, approval of PGAM or PGI-wide policies and 
procedures, and setting strategy for PGAM and the 
PGI Operating Segment within the overall strategy of 
Principal Financial Group. 

PGI ESG Oversight Committee
The PGI ESG Oversight Committee was established 
to assure alignment of new and existing investment 
options and strategies with the appropriate Principal 
Global Investors-wide ESG framework. Additionally, the 
Committee reviews global policy accord recommendations 
and regulatory/industry policy submissions.

PGI ESG Investment Council
The PGI ESG Investment Council supports sharing of 
best practices among investment professionals when 
constructing and managing client portfolios. Historically 
reliant on our specialist investment teams and global 
support functions to promote and educate on our ESG 
expertise, in 2020 the dedicated and centralized ESG 
Investment Council was built out to ensure investment 
professionals have the information and resources needed 
to create and maintain ESG investment products and 
solutions for clients.

Principal Real Estate Strategic Working Group
The Principal Real Estate Strategic Working Group 
is comprised of senior decision makers from across 
the department who approve the strategy and 
goals for Principal Real Estate Investors, including 
ESG strategy.

Principal Real Estate ESG Team
The Managing Director of ESG and Operations 
works closely with senior management at both the 
real estate and PGI levels and regularly reports on 
Principal Real Estate’s performance, progress, and 
initiatives to the Principal Real Estate Strategic 
Working Group and PFG Board of Directors. In 
addition, she participates in the PGI ESG Working 
Group and PGI ESG Investment Council and leads 
the Principal Real Estate ESG Working Groups. 
In 2021, Principal Real Estate’s ESG staff grew 
with the addition of an ESG Analyst. The analyst 
is responsible for researching industry trends 
and best practices; managing and analyzing 
environmental performance data; coordinating 
ESG projects at property and portfolio level; 
creating communications materials and marketing 
documents; supporting industry reporting; and 
overseeing certifications management.

Principal Real Estate ESG Working Groups
Principal Real Estate’s ESG Working Groups are 
made up of key representatives from various 
disciplines across the organization including 
acquisitions, asset management, operations, 
underwriting, loan servicing, engineering, sales 
and marketing, and portfolio management with 
representation from each of the investment 
strategies. The purpose of these groups is to set 
both organizational and investment strategy  
level priorities and to help drive those through  
the organization.

RE Tech Advisors
RE Tech is an energy management and 
sustainability consulting firm. RE Tech provides 
program administration and technical support 
for the PRPI initiative and works with Principal 
Real Estate Investors’ staff and property teams 
on reporting, program strategy, tool and resource 
development, site assessments, engineering 
support, and marketing.
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Data quality control
Accurate and timely data on energy, water, 
waste, and other key metrics provides the 
foundation for the PRPI ESG Platform and 
is integral to the fiduciary responsibilities of 
Principal Real Estate. Through the collection, 
monitoring, benchmarking, and analysis of this 
information, we can better vet and evaluate 
opportunities to enhance the ESG and financial 
performance of real estate investments. RE 
Tech plays a fundamental role in this process 
by designing, implementing, and managing 
complete data pipelines. 

As instructed in the PRPI Handbook, property 
teams are required to input and maintain 
cost and consumption data on energy, water, 
and waste utilities in Portfolio Manager on 
a monthly basis. In addition, we review and 
update property, occupancy, and space use 
characteristics quarterly or at the time of 
any significant change. RE Tech collaborates 
with property management companies and 
teams on an ongoing basis to ensure that the 
requirements are met, and additional property-
level data is provided monthly via Principal Real 
Estate’s data management program.

RE Tech’s quality control process flags any data 
errors or anomalies. After these are resolved, we 
analyze the data for use in several reports. The 
utility report displays monthly commodity level 
consumption values, and in collaboration with 
property teams we investigate property-level 
energy, water, and waste performance. The status 
board report visually conveys each property’s 
data timelines, utility performance over the past 
year, and building certification status. The status 
board is available for property teams to access 
on a password-protected Principal website and 
can be used by property teams to benchmark 
their performance against other Principal 
properties. The red alert report identifies 
properties that used more energy in the current 
year than in the previous year. RE Tech and 
the property team analyze the additional cost 
associated with higher energy use to determine 
if the cost was avoidable and if action is needed 
for improvement. Finally, the quarterly property 
performance report showcases the PRPI 
portfolio’s progression towards ESG goals. 

Borrower sustainability survey
To continually track and improve the energy performance of 
our assets, we distribute an annual Sustainability Survey to 
existing borrowers in the first quarter to collect data about 
the prior calendar year. We track and analyze responses in a 
centralized database. 

In 2021, we expanded the survey to cover a broader scope of 
ESG data and converted to a digital format for enhanced data 
collection and analysis.

The survey monitors lender and building sustainability 
attributes, including: 

• Company sustainability policy

• Company energy, GHG emission, or other ESG targets

• Company public ESG disclosures

• Affordable and workforce housing at the property

• ENERGY STAR certification detail

• LEED certification detail

• Other sustainability certifications

• Utility data management

Internal reporting
We communicate ESG information across the Principal Real 
Estate organization through:

• Quarterly Property Performance Reports are issued 
that detail energy reduction and associated cost savings, 
GHG emissions, water and waste reduction, and green 
certifications. 

• Quarterly summary is issued providing an overview of 
performance relative to targets, certifications, and key 
initiatives undertaken in the quarter, and major ESG news 
and research. 

• Several strategies publish quarterly performance reports 
that highlight key ESG data.

• Senior management, including the CEO of Principal Real 
Estate, Todd Everett, the Strategic Working Group, the ESG 
Working Groups, and other senior leaders receive regular 
ESG performance updates.
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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.

 › Acquisition, loan origination, and 
major decisions are governed 
by investment/management 
committee.

Partners
 › We conduct due diligence and 

underwriting on all potential 
partners, vendors, and borrowers,  
including financial checks, 
reference checks, and Office of 
Foreign Assets Control verification.

 › Private equity property 
management partners annually 
certify their compliance with 
policies and confirm appropriate 
internal controls.

Properties
 › We complete on-site property 

management financial and 
operational audits on assets in our 
private equity portfolio to ensure 
policy compliance and provide 
education on best practices.

 › We conduct annual tenant surveys 
on owned assets to validate quality 
of service and satisfaction.

 › We complete annual property 
inspections and financial reviews of 
the properties securing our loans.

External reporting

We communicate 
sustainability-
related information 
to investors in 
several ways:

 › The Principal Financial Group Sustainability Report aligns with the Global Reporting 
Initiative (GRI) standards and Task Force on Climate-Related Financial Disclosures 
(TCFD), and aligned with the United Nations Sustainable Development Goals (UN 
SDGs). This report is available on the Principal ESG Data Center.

 › This Principal Real Estate ESG Report, which is aligned with TCFD and the UN SDGs. 

 › Our Responsible Property Investing website, where we publicly disclose our ESG 
policies and practices as well as progress updates, thought leadership, and more. 

 › Quarterly and annual client financial reporting, where we disclose ESG information 
including building certifications and ESG reporting performance. 

 › The annual Principles for Responsible Investment (PRI) survey, CDP reporting, and 
GRESB-the global benchmark for real estate assets. 

Private Real Estate Risk Management 
We use a system of checks and balances to help prevent conflicts of interest and preserve the 
integrity of our advisory services. 

INVESTMENT OVERSIGHT AND GOVERNANCE

To monitor our fund activities, fund-specific advisory committees are comprised of investor representatives who 
oversee fund performance. Additionally, our investment committee consists of cross-functional senior members 
of Principal Real Estate who evaluate investments using environmental, social, and governance variables of 
investments. Separate account activities are monitored by the portfolio managers in consultation with the client.

POLICIES AND PROCEDURES COMPLIANCE

Our rigorous standardized procedures and practices help ensure control and compliance with 
management direction. 
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Sustainability Management System
Principal Real Estate’s sustainability management system (SMS) is aligned with the ISO 
14001 standard which defines an iterative continuous improvement process focused on the 
characteristic approach of “plan, do, check, and act.” The SMS covers energy, greenhouse gas, 
water, and waste performance of properties participating in our PRPI initiative. We store all 
information as part of the SMS on a shared site for proper data management and control.

Evaluate progress
• Track and 

monitor results

Recognize achievements
• Celebrate success
• Identify areas for 

improvement
• Adjust course as 

needed

Make commitment
• Assess performance 

status and set goals
• Create action plan

Implement action plan
• Training
• Pilot
• Implement
• Communicate

PLANACT

Continuous 
Improvement

DOCHECK

The continuous 
improvement process 
is a four-step cycle:

PLAN

Establish environmental performance objectives as defined in the PRPI and supporting ESG 
Policy and Guidelines. 

DO
Implement environmental performance objectives through our PRPI initiative by which 
our third-party sustainability consultants work with individual property teams to ensure 
environmental strategies are met.

Continually measure individual and fund-level property performance through proprietary and 
third-party data management systems as well as quarterly reports used to identify trends in 
environmental performance and areas for improvement.

• Maintain an internal property performance Status Board 
to monitor and communicate performance metrics and 
deliverables with our property management partners.

• Continually track and monitor energy, water, and 
waste performance data across all office, retail, and 
multifamily properties with the EPA’s ENERGY STAR 
Portfolio Manager benchmarking tool.

• Acquire annual certification by property management 
firms to ensure adherence to all policies and procedures 
including our PRPI platform.

• Annually participate in GRESB reporting and the 
PRI survey allowing for benchmarking across critical 
environmental performance, governance, management, 
and policy.

ACT

Obtain results from quarterly reports and implement actions to continually improve 
environmental performance of properties.

PLAN

DO

CHECK

ACT
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Governance policies

RESPONSIBLE PROPERTY INVESTING POLICY 

The Responsible Property Investing Policy details how we partner with clients and investors to 
implement ESG strategies and best practices throughout all phases of the property life cycle:

 › 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, service providers, 
and lenders to implement our responsible property 
investing strategies, help ensure best-in-class 
operations, and potentially increase the value of our 
investments.

 › Evaluate ESG aspects in due diligence activities 
of new acquisitions and loans including utility 
performance, quality of building systems, resilience, 
transportation options, health and well-being aspects, 
and socioeconomic factors.

 › Monitor and track sustainability performance 
including energy use, greenhouse gas emissions, 
water use, and waste production in addition to 
building-level sustainability attributes such as 
certifications.

 › Optimize building performance, decrease risk, 
and reduce climate and environmental impacts of 
investments by implementing best practices for 
operations, pursuing cost-effective development 
and management strategies to enhance operational 
and environmental performance, and enforcing 
compliance with ESG requirements, laws, and 
regulations.

 › Improve resilience to physical and economic risks 
associated with climate change and natural disasters 
through due diligence, appropriate insurance 
coverage, operational policies, retrofits, and climate 
risk analysis.

 › Strengthen governance practices by requiring 
employees to affirm our Corporate Code of Business 
Conduct and Ethics, overseeing equity and debt 
ESG activities through senior management working 
groups, and providing ESG performance transparency 
through annual reports and international frameworks 
including GRESB, PRI, and CDP.

SUPPORTING ESG POLICIES:

 › Health and wellness guidelines - provides an 
overview of our health and wellness goals and 
healthy building practices for operational assets. 

 › Real estate development guidelines - guidelines 
on the incorporation of ESG considerations for new 
development and major renovation activities. 

 › Building technology and innovations policy - 
documents our approach to ensuring specialized 
smart building aspects are appropriately 
incorporated into each of our individual assets. 

 › Responsible contractor policy – expectations of 
Principal Real Estate contractors, including worksite, 
legal, and security guidelines

Principal Real Estate’s policies form the foundation of the ESG strategy and set clear expectations 
for employees, property management partners, and others we do business with. 

Employee policies

To learn more about Principal Financial Group’s employee policies and code of conduct, see page 47 of the 2021 
Principal Financial Group Sustainability Report.
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Engagement 

STAKEHOLDER ENGAGEMENT

Stakeholder engagement is a key part of the PRPI initiative. We share our Engagement Toolkit for owned assets 
with property management teams to provide direction and resources to better involve and inform stakeholders 
about the PRPI initiative, including:

 › Participating in our enhanced appraisal program by 
collecting relevant sustainability information detailed in 
the Appraisal Checklist (such as certification information, 
energy performance information, and list of high-
performance building features) to share with appraisers.

 › Leveraging utility and regional incentives, rebates, and 
technical resources.

 › Increasing performance certifications such as ENERGY 
STAR, LEED, BOMA 360, IREM, Fitwel, BREEAM, and 
other applicable certifications.

 › Developing a tenant, vendor, and community 
engagement plan.

 › Complying with our health and wellness policy, 
which provides an overview of our health and 
wellness goals and healthy building practices 
for operational assets.

 › Utilizing our green leasing language, which 
allows us to: pass through energy efficiency-
related capital expenses to tenants; require 
disclosure of tenant utility consumption 
information for the purposes of whole building 
benchmarking; require tenants to purchase 
efficient equipment and fixtures during tenant 
improvement projects; and install submeters to 
track tenant space energy consumption. 
 

Additionally, our ESG Borrower Engagement Toolkit details best practices for borrowers to implement ESG efforts 
at their properties. This guidance document offers strategies such as data collection and tracking, implementing 
efficiency initiatives, engaging tenants, improving building-level health and wellness attributes and programs, and 
communicating progress to external stakeholders.

 
COMMUNITY ENGAGEMENT

We seek to engage local 
stakeholders with activities such as 
enhancement programs for public 
spaces, employment creation in 
local communities, community 
health and well-being programs, 
property and tenant support of local 
charities and community groups, 
sustainability education programs, 
outreach events for the community, 
and partnering with local schools on 
energy reduction education.
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TENANT ENGAGEMENT

We require each property team to develop a communication, education, and engagement plan for tenants and 
community stakeholders. The Engagement Toolkit provides guidance for encouraging tenants to participate in 
sustainable practices and improve their environmental performance. Specific engagement initiatives include 
sharing the building's ENERGY STAR score, encouraging recycling, promoting the use of mass transit, and hosting 
sustainability-focused events.

Each property’s approach to continued tenant engagement is unique but often includes building communications, 
providing tenants with feedback on utility consumption, social media outreach, tenant engagement meetings, 
tenant satisfaction surveys, tenant sustainability awareness events, tenant sustainability guides, and/or tenant 
sustainability training. 

Station West, a multifamily property located in 
Manassas, Virginia, utilizes Active Building, a virtual 
community engagement tool available to property 
staff and residents. Through this tool, the team 
can make general community announcements 
and answer resident questions. In the past, they 
have used the tool to promote incorporating green 
measures in apartment renovations and advertise 
sustainability initiatives at the property.

Elan City Center, a multifamily property in Raleigh, 
North Carolina, thought creatively about tenant 
engagement and well-being during COVID-19. The 
team hosted virtual events for resident connection 
and released a phone application for their residents 
to connect more with each other through a chat 
board. They also held free fitness-on-demand 
classes with a leaderboard to promote participation. 
To encourage tenants to think about sustainability 
in their units, the team features information on 
energy conversation, sustainability practices, and 
ENERGY STAR initiatives in resident newsletters and 
social media posts. 

Hardin House, a private dormitory residence three 
blocks from the University of Texas at Austin, engages 
residents in their comprehensive waste diversion 
program. At the beginning of the year, the mandatory 
move-in meeting includes a short presentation to 
all the residents on the importance of recycling and 
composting at Hardin House and how residents can 
participate by using their provided recycling bag to 
gather recycling and using containers throughout 
every house and floor to sort recycling and deposit 
compostable materials. In addition, residents 
use compost collection bins in the common area 
bathrooms for paper towels and follow instructions 
posted throughout the houses for sorting recycling, 
compost, and landfill items. The property team works 
closely with their composting vendor and recorded 
that the house saved 28,448 pounds of compost 
from the landfill in 2021. At the end of the school 
year, residents donate items they no longer need into 
barrels for charities such as Easter Seals and The 
Salvation Army. This way items destined for landfills 
are rerouted to other reuses. 

Station West, Manassas VA Elan City Center, Raleigh NC Hardin House, Austin TX
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EMPLOYEE ENGAGEMENT

Finally, the staff of Principal Real Estate regularly receives ESG training and communication. All 
employees receive ESG education upon joining and throughout their career at the firm. This includes 
quarterly updates on progress towards targets, key initiatives, building certifications, and industry 
and ESG trends as well as code of conduct and ethics training, fiduciary due diligence training, 
governance training videos, and education on Principal-specific ESG initiatives. 

• CDP*

• CEO Action for DEI Pledge Signatory

• Council of Institutional Investors (CII)*

• CREFC Sustainability Committee and 
Transparency Subcommittee

• Department of Energy Better  
Buildings Alliance

• Department of Energy Commercial 
Mortgage Energy Factors Working Group

• ENERGY STAR Partner

• Fitwel Champion

• GRESB

• International Corporate Governance 
Network* 

• Investor Alliance for Human Rights*

• Life Mortgage and Real Estate Officers 
Council

• Mortgage Bankers Association

• NCREIF ESG Task Force

• Principles for Responsible Investment*

• Real Estate Roundtable Sustainability 
Advisory Committee 

• Science Based Targets Initiative*

• Task Force on Climate-related Disclosures 

• UN Global Compact*

• UN Sustainable Development Goals*

• Urban Land Institute 

• U.S. Green Building Council

*Principal Financial Group or Principal Global Investors have made these commitments. By default, the real estate funds managed by Principal 
Real Estate have also made these commitments. 

INDUSTRY ENGAGEMENT

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. In support of this 
commitment, we participate in several industry associations and align with organizations that seek 
to improve ESG performance, including:
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LIGHTING RETROFITS

• Over 23,000 compact fluorescent lights and 415 light 
fixtures replaced with LED lighting, reducing CO2 
emissions by 803 metric tons, cost by $220,000, and over 
1 million kWh of energy annually

• Battery storage systems installed that utilize artificial 
intelligence to store energy when demand is low and make 
it available for the property’s use at peak times

ENERGY EFFICIENCY 

• Variable frequency drives (VFDs) installed to reduce 
wasted energy

• Roofing on two buildings was replaced with energy 
efficient product

• Energy “Treasure Hunts” that reward team member 
participants for identifying energy-saving projects 
throughout the property

RENEWABLE ENERGY

• 75% of the property’s total energy use is from green 
energy

WATER USE REDUCTION

• All manual faucets, toilets, and soap dispensers replaced 
with touchless technology to reduce the property’s water 
usage and promote a healthier environment

• Filters installed on the cooling towers to reduce chiller 
tube water deposits, saving over 330k gallons of water 
annually 

WASTE MANAGEMENT/RECYCLING

• Battery, toner, and electronics recycling 

• Organics recycling program for the campus restaurants 
and Market Café 

HEALTH AND WELLNESS

• Access to running, hiking, and biking trails

• Indoor air quality testing

• Natural light via floor-to-ceiling windows

• On-site dining with healthy options

• Outdoor and community gathering spaces

• On-site fitness center

ELECTRIC VEHICLES

• Security team uses electric cars

• Electric vehicle charging stations on-campus

BUILDING ACHIEVEMENTS AND CERTIFICATIONS 

• LEED, ENERGY STAR, Fitwel, and UL Verified Healthy 
Building Tier III Mark for Indoor Environment  

Park Place is a mixed-use campus in Irvine, California that exemplifies excellence in energy 
efficiency and sustainability. The campus consists of office, retail, residential, and hotel properties. 
Sustainability and wellness initiatives at the property include:

PROPERTY HIGHLIGHT:

Park Place

In order to receive a certification, a fee was paid to LEED, Fitwel, and UL Verified Healthy Building to be evaluated and for rights to use the certification.
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Indeed Tower is a 730k-square-foot office tower located in the historic downtown of Austin, Texas. 
The property is comprised of five levels of below-grade parking, 12 levels of above-grade parking, 
21 floors of office space, and a ground floor that incorporates the eastern façade of historic Claudia 
Taylor Johnson Hall. We thoughtfully incorporated environmental and social considerations 
throughout the building’s design. ESG initiatives at Indeed Tower include:

PROPERTY HIGHLIGHT:

Indeed Tower

COMMUNITY CONNECTION

• Surrounded by amenities at the heart of Austin’s 
historic downtown

• Immediate access to public transportation options and 
bikeable infrastructure 

• Incorporated historic Claudia Taylor Johnson Hall into 
multifunctional outdoor plaza and ground-level lobby

OUTDOOR SPACE

• 46% of the site is open space 

• Landscaping is 75% native and 25% drought-tolerant 
adapted vegetation

• Plaza was designed around saving a heritage red oak

• 100% of the site’s parking is within or under the building 
structure - maximizing downtown buildable land, 
advancing urban design, optimizing green space, and 
reducing heat island effects

WATER SAVINGS 

• Potable water usage reduced by 30% (1.5 million 
gallons per year)

• 100% of irrigation water is from non-potable sources

• Rainwater is collected and reused for on-site irrigation

• Condensate is stored for use as make-up water for the 
building’s cooling towers

• Low-flow plumbing fixtures and ENERGY STAR 
certified appliances

ENERGY USE REDUCTION

• 14% energy cost reduction through design

• Energy used is fully offset by renewable sources

• Glass sunshades reduce peak heat gain and glare

• Reducing vision glazing and increasing glazing 
performance resulted in 21.6% reduction in peak 
energy load

• Enrolled in Austin Energy’s demand-response program 
and has a semi-automatic plan to shed electric load 
if needed

REDUCED EMBODIED CARBON

• Design and reuse of existing structure resulted in 
20% reduction of CO2-associated embodied carbon 
from materials

RESPONSIBLE MATERIALS 

• 40 products were from manufacturers who provide 
disclosures of materials’ environmental impact 

• 34% of the materials by cost came from recycled and 
recyclable (closed loop) sources

• Biomimicry was integrated through the use of 
natural materials

WASTE DIVERSION

• Contractor diverted 82.6% of demolition and 
construction materials from landfill and incineration

ELECTRIC VEHICLES

• 50 electric vehicle charging station

• Infrastructure and capacity for additional electric 
vehicle charging as transportation needs evolve

CERTIFICATIONS

USGBC LEED Platinum AEGB 4-Star Fitwel 1-Star

In order to receive a certification, a fee was paid to LEED, Austin Energy Green Building, and Fitwel to be evaluated and for rights to use the certification.
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17For 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.

182020 Global Real Estate Sustainability Benchmark (GRESB) assessment, data as of 31 December 2019. 
19The U.S. Environmental Protection Agency (EPA) annually honors organizations that have made outstanding contributions to protecting the 

environment through energy efficiency, April 2022.
20Fitwel Champion: Principal Real Estate first signed in December 2020 and in late 2021 renewed through November 2023.
21IMT and the U.S. Department of Energy’s Better Building Alliance awards landlords and tenants who incorporate green leasing to drive high-

performance and healthy buildings. www.greenleaseleaders.com 

Kingsley tenant survey results 

U.S. RESULTS:

EUROPE RESULTS (OFFICE ASSETS ONLY):

73 properties won the 2021 Kingsley Excellence Award (72 U.S., 1 Europe), which was presented to 
properties that exceeded the industry benchmark in tenant or resident satisfaction. In order to receive an 
award, a fee was paid to Kingsley to be evaluated and for rights to use the award.

• Overall satisfaction exceeded the Kingsley Index across office and industrial properties. Retail satisfaction 
improved from 2020 and is in line with the Index.

• Management satisfaction exceeded the Kingsley Index among office and industrial properties.
• Likely renewal improved from 2020 across all four property types. Renewal intent exceeded the Index 

across industrial and retail properties.

• 72% of tenants indicated they are likely to renew, outperforming the Kingsley Index.

Certifications and recognition

Principal Real Estate is a Fitwel 
Champion.20 As of 12/31/2021, 10 
assets were Fitwel certified and 14 
certifications were underway. 

Principal Real Estate has earned ENERGY 
STAR: Partner of the Year each year 
from 2016-2022;19 and the Sustained 
Excellence award annually  
from 2018-2022. 

GRESB18

• The first submission was in 2010; Eight real estate 
strategies were submitted in 2021.

• All eight earned Green Star Designation.
• Three strategies earned a four-star rating  

(top 40% worldwide performance). Two  
strategies have earned this rating for six  
consecutive years. 

In order to receive a ranking, the Firm paid GRESB an application fee to be evaluated 
and rights to use the rating.

IMT and the U.S. Department of Energy 
awarded Principal Real Estate the Green 
Lease Leader with Gold Recognition21 
for two consecutive awards:  
2017-2019 and 2020-2022. 

Principles of Responsible Investment Direct Property 
Assessment received an A+ band ranking,17 the highest 
possible rating, in 2020 for the fourth consecutive  
year, earning 50 of 51 total points. 
In order to receive a ranking, the Firm paid PRI an 
application fee to be evaluated and rights to use the rating.

Green Building Certifications as of 12/31/21 show 
Principal’s commitment to verifiable ESG initiatives:

• LEED: 63
• BOMA 360: 3 
• IREM: 10

• ENERGY STAR: 31
• Fitwel: 10  
• NGBS: 2

In order to receive a certification, a fee was paid to LEED, BOMA, Fitwel, IREM, and 
NGBS to be evaluated and for rights to use the certification.

In order to receive a certification, a fee 
was paid to Fitwel to be evaluated and 
for rights to use the certification.
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Disclosures

Task Force on Climate-related Financial Disclosures (TCFD)
GOVERNANCE

Describe the board’s 
oversight of climate-
related risks and 
opportunities.

The Charter of the Nominating and Governance Committee, a committee of the Principal Financial 
Group Board of Directors, charges that Committee to “review environmental and corporate social 
responsibility matters of significance to the Company.” This review process includes Principal’s 
performance against specific sustainability metrics, such as carbon emissions reductions, waste 
diversion, and water consumption. Senior management reports Principal’s progress towards its 
carbon emissions reduction goal twice per year during two of the quarterly Nominating and 
Governance board of director committee meetings.

Example:
The Corporate Governance, Nominating and Social Responsibility (CGNSR) Committee is appointed 
by the Board of Directors for the purpose (among others) of overseeing the Corporation’s 
operations and programs regarding environmental, social, and governance (“ESG”) matters, 
promoting a culture that emphasizes and sets high standards for corporate social responsibility, 
and reviewing corporate performance against those standards. The Committee receives and 
reviews reports regarding the Corporation’s ESG programs and initiatives (including climate-
related), enterprise ESG strategy, ESG governance, environmental sustainability and environmental 
management, and supply chain ESG considerations. Such reviews within the Board Committee’s 
oversight support Board Members involvement in both observing and actively providing direction.

Describe 
management’s role 
in assessing and 
managing climate-
related risks and 
opportunities.

Principal Real Estate management is committed to assessing climate-related risk for each asset and 
managing associated risks by having a robust due diligence process in place for new acquisitions, 
managing existing properties in accordance with our Responsible Property Investing policy, and 
monitoring evolving regulations affecting our assets. 

The due diligence process involves conducting climate risk assessments of each property 
considered for acquisition:

• Acquisitions consultant or acquisitions manager requests the Climate Risk Analysis report from 
ESG analyst simultaneous with their engagement of vendors for property condition assessments 
and environmental reports. 

• ESG analyst provides summary report and highlights high risk physical hazards for PCA 
consultant to review in conjunction with their onsite inspection. 

• PCA consultant to include any operational changes and capital needs associated with mitigating 
high-risk climate hazards in their report. 

• Engineer and acquisitions team reviews results of PCA consultant assessment and incorporates 
recommended resiliency measures in underwriting and investment committee approval package 
as needed.

• If asset is acquired, post-closing the asset manager and property manager are informed of 
identified high risks and pre-identified mitigation strategies

• ESG analyst provides climate prescriptions for each high risk to the property manager – these 
detail how to validate risk and potential mitigation strategies

• Property manager is expected to validate risk and implement mitigation strategies

• Climate compliance survey sent to property manager to ensure risk mitigation action is being 
implemented

• ESG analyst provides summary report and highlights high risks identified

• Engineer, development manager, and development team analyze the property’s proposed design 
to ensure high risks are appropriately addressed 
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In addition to the MSCI climate risk analysis, our climate risk process involves a review of regulations 
the property is subject to, such as those that require benchmarking energy use or place limits 
on greenhouse gas emissions. Any identified regulations are included in the documentation for 
investment committee approval and communicated to the asset and property management teams.

Property management teams are required to follow the PRPI Property Manager Guidelines and 
Responsibilities Handbook that includes monitoring climate-related risks by benchmarking utilities 
to calculate GHG emissions and tracking building ordinances, among other requirements as part of 
our compliance process. Specific tasks fall into four categories:

• Measure – tracking and monitoring utility consumption.

• Investigate – researching and vetting opportunities to reduce environmental impacts and 
identifying available resources.

• Implement – taking action to embed environmental, social, and governance best-practices into 
operations.

• Engage – actively enlisting the participation and support of tenants, vendors, brokers, and 
property stakeholders.

Management has oversight responsibility for ESG performance through the dedicated Managing 
Director of ESG and Operations, who leads the portfolio-wide Responsible Property Investing 
efforts. The Managing Director of ESG and Operations at Principal Real Estate reports directly 
to the Chief Operating Officer of Principal Real Estate, with responsibilities including the 
environmental management of all real estate assets, overseeing climate risk analysis, and 
monitoring the climate-related aspects of the real estate portfolio, and identifying property and 
portfolio-level resilience strategies. 

STRATEGY

Describe the climate-
related risks and 
opportunities the 
organization has 
identified over the 
short, medium, and 
long term.

• Current and emerging local and regional regulation - Principal properties are subject to 
climate-related transition risks, which includes emerging regulations. New benchmarking and 
disclosure laws are created each year to monitor and reduce greenhouse gas emissions at a 
city or country level. Examples of this regulation include but are not limited to New York City’s 
Benchmarking Law LL84, the Cambridge Building Energy Use Disclosure Ordinance No.1360, and 
California AB 802. Principal Real Estate considers current and emerging regulation both a risk 
(due to fines from non-compliance or costs associated with required building upgrades) and an 
opportunity (due to high-performing buildings receiving positive recognition from a jurisdictional 
level).

• Acute physical damage and disruptions to property operations - Climate change may lead to 
an increase in the frequency and severity of natural disasters, such as changes in precipitation 
extremes and droughts. Principal Real Estate owns real estate assets in locations that may be 
susceptible to climate-related physical damage or disruptions to property operations as a result 
of natural disasters.

• Chronic physical damage and disruptions to property operations - In addition to acute 
increases in frequency and severity of natural disasters, climate change may also lead to an 
ongoing increase in the frequency and severity of natural disasters or change from one form of 
natural disaster to another over time. Principal Real Estate owns real estate assets in locations 
that may be susceptible to chronic physical damage or disruptions to property operations as a 
result of ongoing climate pattern changes.

• Changing operational parameters - Climate change is forecasted to increase the duration and 
intensity of heating and cooling days, thus necessitating longer HVAC and capital equipment 
utilization schedules. Principal Real Estate relies on capital equipment to ensure the comfort 
and well-being of residents and tenants. Ensuring systems and equipment can operate under 
more intensive temperature extremes and focusing on efficiency and maintenance of capital 
equipment will potentially reduce asset risk.

• Rising utility costs - Climate change may impact utility availability and pricing due to supply 
and demand. Principal Real Estate relies on utilities to provide building occupants with services, 
and we must be aware of any threat to utility availability and changes to utility costs. Principal 
Real Estate considers rising utility costs both a risk (due to increased operational costs) and an 
opportunity (due to resource efficient buildings whose operations are not negatively impacted by 
rising utility costs, which could give our buildings a competitive advantage against peers).
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• Rising insurance premiums - Climate change may lead to rising insurance premiums due to 
potential increased property damage from changing climate patterns and increased severity 
of natural disasters. Principal may have assets that could be deemed to be in a vulnerable area, 
leading to possible increased insurance premiums.

• Reputation - Climate change may lead to reputational damage since physical damage to 
properties negatively impacts a variety of factors, including building occupant comfort, tenant/
resident health and safety, work and lifestyle disruption, loss of continuity of operations, loss of 
client confidence in our investments, and more. Principal Real Estate prides itself on providing 
best-in-class property operations and valuable investment opportunities for clients. Principal Real 
Estate considers reputation as both a risk (due to potential loss of clients and building occupants 
from negatively affected operations or asset value) and an opportunity (due to potential gain of 
clients and building occupants if climate adaptation strategies help properties retain their value 
and maintain operations during climate change events).

Describe the 
impact of climate-
related risks and 
opportunities on 
the organization’s 
businesses, strategy, 
and financial 
planning.

Our investment management practices are a material aspect of our business, strategy, and financial 
planning. The impacts of climate-related issues are detailed in the risks and opportunities identified 
above. These climate impacts are considered in the following areas of business strategy and 
financial planning:

• Products and services such as our lending process

• Supply chain or value chain such as our ESG policies that apply to suppliers and vendors

• Adaptation and mitigation activities such as our Climate Prescriptions that are provided to 
property teams to mitigate against climate risks such as coastal flooding, fluvial flooding, tropical 
cyclone, wildfire, extreme, extreme cold, and water stress

• Investment in research and development such as our Building Technology and Innovations 
Checklist for Evaluating and Incorporating into Managed Assets

• Operations as guided by our Property Manager Handbook

• Acquisitions such as the Climate Risk Analysis in our Due Diligence process

• Access to capital such as the regular responses we provide to investor inquiries

Climate Risk Analyses identify higher and lower risks for each property, which enables the 
organization to prioritize accordingly, and the quarterly performance reporting informs financial 
planning by providing progress on energy, water, and emissions that affect operating costs and 
investor sentiment.

Describe the 
resilience of the 
organization’s 
strategy, taking 
into consideration 
different climate-
related scenarios, 
including a 2°C or 
lower scenario.

In 2021, three real estate strategies completed portfolio-level climate risk analysis which included 
reviewing the strategies’ current emissions relative to 1.5°, 2°, and 3°C global warming scenarios. 
Actual emissions data was utilized to the extent available, with the remaining properties assigned 
an emissions proxy based on location and property type. With this information, MSCI estimates 
the strategies’ current emissions align with a 3°C global warming scenario, with each progressing 
towards the 2°C global warming scenario. An additional six real estate strategies will complete this 
analysis in 2022, which will provide additional data regarding Principal Real Estate’s alignment.

Principal Real Estate is targeting alignment with the 1.5°C scenario with a goal of reducing 
greenhouse gas emissions to net zero by 2050. The portfolio-level climate risk analysis provides 
insight into our progress towards these targets and indicates highest-impact assets for targeted 
reduction initiatives.

We have worked with MSCI to calculate the risk for our assets based on a 2°C or lower scenario 
and have incorporated this analysis into our due diligence process for new developments 
and acquisitions as well as existing portfolio analysis. We regularly benchmark and report on 
environmental performance of existing assets, including consumption of energy, water, and waste as 
well as the corresponding emissions produced. We have Climate Prescriptions that are distributed 
to properties at risk for sea level rise, flooding, tropical cyclones, wildfires, extreme heat, and 
extreme cold.
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RISK MANAGEMENT

Describe the 
organization’s 
processes for 
identifying and 
assessing climate-
related risks.

We assess physical and transition climate risk as part of both our due diligence process for new 
developments and acquisitions and regularly as part of our portfolio-level property review. This 
analysis is completed through MSCI’s Real Estate Climate Value at Risk (VaR) service. We provide 
asset information including address, value, square footage, and emissions (if the information is 
available). MSCI uses this information to map the location of each asset and overlay their climate 
risk model in order to provide a risk level and estimate the property’s value at risk (as a dollar 
amount and percent of overall value).

Physical risk
Physical risks reviewed include sea level rise, flooding, tropical cyclones, wildfires, extreme heat, 
and extreme cold. MSCI provides an opinion on increased risk to the property due to each of these 
hazards individually and as a whole.

Transition risk
From a policy and legal perspective, an increasing number of jurisdictions and regional 
governments are adopting climate action plans, renewable energy portfolio standards, or other 
environmental regulations targeting greater energy efficiency and reduced carbon emissions 
associated with commercial buildings. The MSCI Real Estate Climate Value at Risk report provides 
a rating for each asset’s estimated value at risk as a result of anticipated regulations in the next 
15 years, and the estimated annual reductions to comply with the 1.5°, 2°, and 3°C warming 
scenarios in the next 15 years. This is based on the property’s actual emissions (depending on data 
availability), or a proxy based on property type and location. In addition, we research the property’s 
location in several databases to determine any energy disclosure/reduction mandates or energy 
“tune-up” requirements. 

Scenario analysis
Portfolio level reporting on owned assets covers the same set of transition and physical risks, with 
additional scenario analysis. Physical scenario analysis looks at upside and downside current and 
future potential extreme weather risk. Transition scenario analysis reviews each property’s carbon 
emission reduction and value at risk due to complying with the 1.5°, 2°, and 3°C warming scenarios 
in the next 15 years. Nine Principal Real Estate strategies completed scenario analysis on their 
entire portfolio in 2021 (U.S.: General Account, U.S. Core Strategy, Core-Plus Strategy; Europe: 
European Core Strategy, German Care Home Strategy, European Office Strategy, Eurozone Durable 
Income Strategy, European pension separate account)

Describe the 
organization’s 
processes for 
managing climate-
related risks.

The MSCI Climate VaR summary report is provided to the property team on each new property 
development and acquisition.

Physical risk
For new property developments, the engineer reviews the property design to determine if it 
properly accounts for the identified high-risk hazards. Design adjustments and/or operational 
procedures for risk mitigation are implemented as applicable. Changes and recommendations are 
incorporated into the underwriting and committee approval process as needed. Once the property 
is operational, the property manager is notified of the property’s climate risks and prescribed 
operational mitigation strategies for each identified risk.

For existing property acquisitions, information on identified high risks is provided to the Property 
Condition Assessment (“PCA”) consultant, who considers the high-risk hazards in their onsite 
review and provides recommendations for mitigation practices via capital improvements and/or 
operations practices. These recommendations are reviewed by the engineer and acquisitions team 
and incorporated into the underwriting and committee approval process as needed. Upon closing, 
the asset manager and property manager are notified of the property’s climate risks and prescribed 
climate risk mitigation strategies for each identified risk.
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Transition risk

Principal Real Estate has a process in place to identify, assess, and manage the potentially material 
financial impact of transition risks on the entity’s business. 

• Policy and Legal: Information on transition risk and identified regulatory requirements are 
provided to the asset manager and property manager. All Principal Real Estate property 
managers are contractually required to ensure their properties are in compliance with all local 
rules and regulations, including current and emerging climate-related laws, such as benchmarking 
regulations. Additionally, Principal continually monitors regional emerging reporting obligations, 
such as the SFDR. Principal recognizes that there are costs associated with compliance with 
emerging regulations, such as the costs associated with monitoring regulations and for energy 
audits and upgrades in order to comply with new regulations. Non-compliance with emerging 
regulations will also result in fines and judgements.

• Technology: Principal Real Estate continuously monitors low carbon technology options and 
their associated costs including solar panels, efficient building systems, and others. Where 
financially appropriate, Principal will invest in low carbon technologies.

• Market: Principal Real Estate monitors market trends and changing customer behavior for low-
carbon buildings. In addition to our internal research teams who review industry trends, we also 
have a third party ESG expert conduct market research.

• Reputation: Principal Real Estate recognizes that many investors are increasingly looking for low 
carbon products. Additionally, Principal’s internal research teams and third party ESG expert also 
conduct research about changes in customer preferences.

Describe how 
processes for 
identifying, assessing, 
and managing 
climate-related risks 
are integrated into 
the organization’s 
overall risk 
management.

In addition to the aforementioned climate risk analysis process, Principal Real Estate conducts 
an annual Catastrophe Analysis on the portfolio, which includes a review of climate-related risks 
including flash flood, hail, river flood, and tropical cyclone. Additionally, all new acquisitions are 
reviewed for rising sea level risk by our engineering team. All identified exposure to risk by asset 
value and potential replacement costs are incorporated into the investment decision-making 
process and property management decisions if we choose to move forward with the property 
investment. 

We recognize that insurance premiums and operating costs have increased as a result of increased 
climate risk. For example, the Catastrophe Analysis is part of the insurance process and informs 
insurance premiums. There are increased operating costs associated with climate disasters, such 
as costs to fix water leaks or building damage as a result of natural disasters. To manage these 
identified physical risks, we require every property to have an Emergency Plan in place to protect 
the people and property in case of a natural disaster event. Principal Real Estate also conducted a 
pilot climate risk assessment and created Climate Prescriptions, resources that detail property-level 
resilience strategies to combat material climate risks identified throughout the portfolio, and shared 
these resources with property managers to educate them about the specific climate risks applicable 
to their property and best practices for managing the risks.
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METRICS & TARGETS

Disclose the 
metrics used by the 
organization to assess 
climate-related risks 
and opportunities in 
line with its strategy 
and risk management 
process.

• Greenhouse gas emissions reduction: 40% (net zero by 2050)

• Energy reduction: 20%*

• Water reduction: 20%*

• Waste diversion: 20%

• Data coverage: 50%

• Renewable energy: 20% of energy use

• Building certifications: 50% of total portfolio square footage**

Disclose Scope 
1, Scope 2 and, if 
appropriate, Scope 3 
GHG emissions and 
the related risks.

We are in the process of conducting a comprehensive GHG emissions inventory that will disclose 
Scope 1, Scope 2 and, if appropriate, Scope 3 emissions. To establish an interim baseline, we used 
the ENERGY STAR Portfolio Manager process for calculating market-based emissions based on 
energy consumption, and the total for real estate strategies participating in the PRPI platform was 
313,506 Metric Tons CO2e in 2019 and 2020 combined. This is primarily made up of common area 
consumption with tenant area consumption included where available.

Describe the 
targets used by 
the organization to 
manage climate-
related risks and 
opportunities and 
performance against 
targets.

In addition to the new targets outlined above, we aligned with the Principal Financial Group target 
of net zero by 2050 using a 2019 baseline and achieving an incremental goal of 40% reduction of 
GHG emissions by 2035.

*Principal Real Estate’s Energy and Water Reduction Goals are measured using energy/water intensity, defined as energy/water per square 
foot. It’s calculated by dividing the total energy/water by the gross floor area of the building.  
**Building certifications include new development and operational asset certifications. Multifamily, office, retail, and industrial property 
types only. As real estate strategies expand into other property types, inclusion in this goal will be determined by applicability of building 
certifications to the property type.
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ACCESS TO ECONOMIC RESOURCES

Investment in Affordable Housing: Principal invests directly in affordable housing (single-family, 
multifamily, and manufactured housing) and acquires and manages low-income housing tax credits 
(LIHTC) to foster affordable housing opportunities. Since 2004, Principal’s LIHTC investments have 
aided in the creation and reservation of over 28,000 units of affordable housing across 42 states and 
Puerto Rico.

INCREASE RESILIENCE AGAINST CLIMATE-RELATED EXTREME EVENTS

Climate Risk Analysis: As part of our acquisitions and development process, we analyze the site’s 
risk from exposure to six major climate risks (tropical cyclone, wildfire, fluvial flooding, coastal 
flooding, extreme heat, and extreme cold). Risk mitigation actions are implemented for any identified 
high risks. This process applies to all property types – including affordable housing investments.

MENTAL HEALTH AND WELLBEING

Fitwel Champion: Fitwel is a building certification that uses evidence-based design and operational 
strategies to enhance building environments by addressing a broad range of health behaviors 
and risks. Each strategy is linked by empirical evidence to at least one of the seven Health Impact 
Categories, which include: increases physical activity, promotes occupant safety, reduces morbidity 
and absenteeism, supports social equity for vulnerable populations, instills feelings of well-being, 
impacts community health, and provides healthy food options. As a Fitwel Champion, Principal Real 
Estate’s assets pursue Fitwel certification to help promote healthy lifestyles for tenants, residents, 
and guests.

Health and Wellness Guidelines: As part of our overarching ESG Policy, we have Health and 
Wellness Guidelines that convey our commitment to designing, constructing, and overseeing capital 
and tenant improvements with the health, safety, and welfare of building occupants in mind.

AIR AND WATER CONTAMINATION

Real Estate Development Guidelines: During all stages of the development process, our partners, 
developers, and service providers are responsible for protecting air and water quality and local 
ecosystems by managing potential construction pollutants. Once the property is operational, indoor 
air quality must be monitored and managed. 

Due Diligence Checklist: Principal Real Estate’s standard due diligence checklist for private equity 
assets includes radon testing for properties in areas of high radon levels.

ACCESS TO EDUCATION

Principal Real Estate College Scholarship: Principal Real Estate has established a scholarship 
program for students who are members of a minority group, are veterans, have a disability, or have 
financial need. The scholarship offers up to $7,500 per student per year, renewable for up to four 
years. Five students have been awarded the scholarship since its inception.  

TECHNICAL AND VOCATIONAL SKILLS

Internships: Principal Real Estate’s internship program provides interns with exposure to many 
areas of Commercial Real Estate. Intern responsibilities help with the development of tangible skills: 
underwriting potential investments, consolidating investment information and reporting on current 
investment portfolios while also gaining experience with ARGUS software.

UN Sustainable Development Goals
The below reflects Principal Real Estate’s policies and actions in alignment with the UN SDGs. For 
information on Principal Financial Group’s UN SDG alignment including but not limited to human 
rights, equal opportunities, pay equity, financial inclusion, educational assistance, and community 
development, refer to the 2021 Principal Financial Group Sustainability Report.
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PROMOTE GENDER EQUALITY

Women in Real Estate: To help attract, retain, and advance women in the organization, in 2016, 
Principal Real Estate established Women in Real Estate (WIRE). The mission of WIRE is to create 
development and networking opportunities that attract, develop, advance, and retain women, 
promote an inclusive and diverse organizational culture, and cultivate leadership in the global real 
estate investment management industry.

Sponsorship of Commercial Real Estate Women (CREW) Network: Principal Real Estate supports 
both the Iowa chapter of CREW and employees’ membership expenses for involvement in the 
organization. In 2021, Principal Real Estate CEO Todd Everett signed the CREW Network’s CRE 
Pledge for Action to Advance Women and DEI. The pledge supports the advancement of women 
and other individuals in underrepresented groups based on (but not limited to) race, ethnicity, 
sexual orientation, ability, religion, or age.

Listed Infrastructure: We believe diverse perspectives, coupled with inclusive environments, lead 
to better investment decisions and outcomes for our clients. We aim for women and people of color 
to comprise at least 50% of the listed infrastructure investment team when it reaches scale in 2025.

WATER QUALITY

Real Estate Development Guidelines: During all stages of the development process, our partners, 
developers, and service providers are responsible for protecting air and water quality and local 
ecosystems by managing potential construction pollutants.

WATER USE EFFICIENCY

Environmental Targets: We set an environmental goal in 2013 to reduce water usage 10% by 
2020; as of 4Q20 we achieved a 12.8% reduction.  Our next iteration of targets seeks to reduce 
water use intensity 20% by 2035 (over a 2019 baseline).

WATER SCARCITY

Climate Prescriptions: Climate Prescriptions are resources that detail property-level resilience 
strategies to combat material climate risks identified throughout the portfolio. A prescription 
specific to water scarcity is shared with property managers of properties with identified impact to 
educate about the specific risks and best practices for managing the risks.

ENERGY EFFICIENCY

Environmental Targets: Our first generation of targets resulted in 15.2% cumulative energy 
savings (as of 4Q20). Our next iteration of targets seeks to reduce energy use intensity 20% by 2035 
(over a 2019 baseline).

Carbon Action Plans: In support of Principal Real Estate’s goal to reduce GHG emissions 40% by 
2035 and achieve net zero by 2050, property-specific carbon action plans are being developed. 
These plans will provide a snapshot of reductions needed and supporting strategies. The strategies 
will first prioritize energy use reduction, then renewable energy sources.

RENEWABLE ENERGY

Environmental Targets: We seek to source 20% of energy use from renewable sources – either 
on-site or off-site. As part of the Carbon Action Plans, each property in the fund will be analyzed for 
renewable energy potential.

Solar Energy Investments:  At our properties nationwide, we are pursuing solar opportunities by 
installing solar panels directly or leasing roof space for solar panels. At year-end 2021, we had 11 
solar leases covering 980,514 square feet and totaling 5,358 kW of potential solar power across 
four states. The energy generated by the solar systems will either serve the buildings’ on-site loads 
or be sold to local businesses and residential off-takers through community solar programs.
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GLOBAL RESOURCE EFFICIENCY

Real Estate Development Guidelines: Our ESG Policy is supported by ESG Guidelines. The 
guidelines for development detail best practices for material use reduction, including:

• Incorporate site selection and planning strategies that positively impact biodiversity, habitat, 
climate change, GHG emissions, resilience, land conservation, and transit-oriented development.

• Specify and incorporate building materials, systems, and practices that minimize impacts to 
occupant health and improve the environment including the consideration of regional, rapidly 
renewable, certified wood, or low-emitting materials; materials with recycled content; materials 
with publicly available ingredients and/or known hazards and effects; and materials for which life-
cycle impacts are public.

• Manage construction waste through recycling and reuse of materials, as appropriate, and fully 
utilize all available local resources and programs.

YOUTH EMPLOYMENT

Internships: Principal Real Estate’s internship program provides interns with exposure to many 
areas of Commercial Real Estate. Intern responsibilities help with the development of tangible skills: 
underwriting potential investments, consolidating investment information and reporting on current 
investment portfolios while also gaining experience with ARGUS software.

COMMUNITY IMPACT

Community Impact Measurement: One of the five pillars of the PRPI platform is Community 
Impact. Key Performance Indicators (KPIs) within this pillar include measuring jobs created, 
investment in community, use of union labor, donations and volunteer activities, affordable and 
workforce housing units, on-site community space available to the public, and contracting with 
local, minority, veteran, and woman-owned vendors and contractors.

FINANCIAL MARKET MONITORING

Reporting: We communicate sustainability-related information to investors in several ways: 

• The Principal Financial Group Sustainability Report aligns with the Global Reporting Initiative 
(GRI) standards and Task Force on Climate-Related Financial Disclosures (TCFD), and is aligned 
with the United Nations Sustainable Development Goals (UN SDGs). This report is available on 
the Principal ESG Data Center.

• This Principal Real Estate ESG Report, which is aligned with TCFD and the UN SDGs. 

• Our Responsible Property Investing website, where we publicly disclose our ESG policies and 
practices as well as progress updates, thought leadership, and more. 

• Quarterly and annual client financial reporting, where we disclose ESG information including 
building certifications and ESG reporting performance. 

• The annual Principles for Responsible Investment (PRI) survey, CDP reporting, and GRESB-the 
global benchmark for real estate assets.
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AFFORDABLE HOUSING

Low-Income Housing Tax Credits: Principal Real Estate invests in affordable housing properties 
that have been allocated low-income housing tax credits on behalf of Principal Life Insurance 
Company. Developers use these investments to construct or substantially renovate affordable 
housing properties for low-income and very low-income households. Since 2004, Principal’s 
affordable housing investments have aided in the creation or preservation of over 28,000 units of 
affordable housing across 42 states and Puerto Rico. 

Middle-Income Housing Strategy: To address the need for affordable housing across the U.S., 
Principal is committed to investing in a middle-income housing strategy, targeting multifamily 
properties with rental rates that enable the community to live sustainably within their means at 
rent levels no more than 35% of total household income for residents earning 60% to 100% of the 
area median income (or up to 120% of the area median income for high-cost metros). 

Irish Social Housing: In the first quarter of 2021, the Principal Eurozone Durable Income Strategy 
acquired a €20 million Irish social housing portfolio comprised of 55 homes. The homes are leased 
to Dublin’s local authorities on 25-year terms. The authority uses these homes to provide housing to 
individuals with disabilities, people experiencing homelessness, and/or those on low or fixed income. 

MONITORING FINANCIAL MARKETS

Principal Real Estate Reporting: We communicate sustainability-related information to investors 
in several ways: 

• The Principal Financial Group Sustainability Report is prepared in accordance with the Global 
Reporting Initiative (GRI) and the Sustainable Accounting Standards Board (SASB) standards 
and in alignment with United Nations SDGs and the Task Force on Climate-related Financial 
Disclosures (TCFD). This report is available on the Principal ESG Data Center.

• This Principal Real Estate ESG Report, which is aligned with TCFD and the UN SDGs. 

• Our Responsible Property Investing website, where we publicly disclose our ESG policies and 
practices as well as progress updates, thought leadership, and more. 

• Quarterly and annual client financial reporting, where we disclose ESG information including 
building certifications and ESG reporting performance. 

• The annual Principles for Responsible Investment (PRI) survey, CDP reporting, and GRESB-the 
global benchmark for real estate assets.

AFFORDABLE HOUSING

Low-Income Housing Tax Credits: Principal Real Estate invests in affordable housing properties 
that have been allocated low-income housing tax credits on behalf of Principal Life Insurance 
Company. Developers use these investments to construct or substantially renovate affordable 
housing properties for low-income and very low-income households. Since 2004, Principal’s 
affordable housing investments have aided in the creation or preservation of over 28,000 units of 
affordable housing across 42 states and Puerto Rico. 

Middle-Income Housing Strategy: To address the need for affordable housing across the U.S., 
Principal is committed to investing in a middle-income housing strategy, targeting multifamily 
properties with rental rates that enable the community to live sustainably within their means at 
rent levels no more than 35% of total household income for residents earning 60% to 100% of the 
area median income (or up to 120% of the area median income for high-cost metros). 

Irish Social Housing: In the first quarter of 2021, the Principal Eurozone Durable Income Strategy 
acquired a €20 million Irish social housing portfolio comprised of 55 homes. The homes are leased 
to Dublin’s local authorities on 25-year terms. The authority uses these homes to provide housing to 
individuals with disabilities, people experiencing homelessness, and/or those on low or fixed income. 
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RESILIENCE AGAINST NATURAL DISASTERS

Climate Risk Analysis: As part of our acquisitions and development process, we analyze the 
site’s risk from exposure to six major climate risks (tropical cyclone, wildfire, fluvial flooding, 
coastal flooding, extreme heat, and extreme cold). Risk mitigation actions are implemented for 
any identified high risks. This process applies to all property types – including affordable housing 
investments.

Climate Prescriptions: Climate Prescriptions are resources that detail property-level resilience 
strategies to combat material climate risks identified throughout the portfolio. Prescriptions are 
specific to the physical hazard: tropical cyclone, wildfire, coastal flooding, fluvial flooding, water 
scarcity, extreme heat and extreme cold. These resources are shared with property managers 
to educate about the specific climate risks applicable to their property and best practices for 
managing the risks.

Catastrophe Analysis: Principal Real Estate conducts an annual Catastrophe Analysis on the 
portfolio as part of the insurance process, as there are increased operating costs associated with 
climate disasters, such as costs to fix water leaks or building damage as a result of natural disasters. 
This analysis includes a review of climate-related risks including flash flood, hail, river flood, and 
tropical cyclone. In addition to insurance coverage, we require every property to have an Emergency 
Plan in place to protect the people and property in case of a natural disaster event.

WASTE MANAGEMENT

Environmental Targets: We set an environmental goal in 2013 to reduce waste 10% by 2020; as 
of 4Q20 we achieved a 16.3% reduction. Over a 2019 baseline, we seek to improve waste diversion 
20% by 2035.

WASTE AND RECYCLING

Waste Management: Waste management is a core performance metric and property teams are 
required to enter energy, water, waste, and other key metrics in ENERGY STAR Portfolio Manager.  
Since the baseline, we have diverted 16.3% waste and are targeting 20% additional reduction 
before 2035.  To foster responsible consumption, individual properties have implemented green 
purchasing policies for office supplies, durable office goods, and cleaning and hygiene products and 
services.

SUSTAINABILITY REPORTS

Principal Real Estate ESG Report: Principal Real Estate’s ESG report is available on the 
Responsible Property Investing website.

Reporting: We communicate sustainability-related information to investors in several ways: 

• The Principal Financial Group Sustainability Report is prepared in accordance with the Global 
Reporting Initiative (GRI) and the Sustainable Accounting Standards Board (SASB) standards 
and in alignment with United Nations SDGs and the Task Force on Climate-related Financial 
Disclosures (TCFD). This report is available on the Principal ESG Data Center.

• This Principal Real Estate ESG Report, which is aligned with TCFD and the UN SDGs. 

• Our Responsible Property Investing website, where we publicly disclose our ESG policies and 
practices as well as progress updates, thought leadership, and more. 

• Quarterly and annual client financial reporting, where we disclose ESG information including 
building certifications and ESG reporting performance. 

• The annual Principles for Responsible Investment (PRI) survey, CDP reporting, and GRESB-the 
global benchmark for real estate assets.
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SUSTAINABILITY EDUCATION

Employee ESG Training: The staff of Principal Real Estate regularly receives ESG training and 
communication. All employees receive ESG education upon joining and throughout their career at 
the firm. This includes the following but is not limited to: 

• Quarterly RPI Working Group updates 

• Quarterly Updates on progress towards targets, key initiatives, building certifications, and 
industry trends 

• Governance training videos  

• Code of Conduct and Ethics training 

• Fiduciary due diligence 

• Environmental, social, and governance trends 

• Principal-specific ESG initiatives  

External Education: Principal Real Estate’s partners and property managers participate in 
trainings on key ESG topics and Principal Real Estate’s expectations for ESG performance. Further, 
the Managing Director of ESG and Operations and the ESG analyst present on climate risk and 
mitigation at conferences and as requested by investors, partners, Principal employees, and other 
interested parties; and thought leadership on relevant ESG topics are researched and published for 
public consumption.

CLIMATE RESILIENCE

Climate Risk Analysis: We assess physical and transition climate risk as part of both our due 
diligence process for new developments and acquisitions and regularly as part of our portfolio-level 
property review. Physical risks reviewed include sea level rise, flooding, tropical cyclones, wildfires, 
extreme heat, extreme cold.  Transition risk analysis provides a rating for each asset’s estimated 
value at risk as a result of anticipated regulations in the next 15 years, and the estimated annual 
reductions to comply with the 1.5°, 2°, and 3°C warming scenarios in the next 15 years. In addition, 
our climate risk analysis identifies properties exposed to specific energy disclosure or reduction 
mandates or energy “tune-up” requirements. 

Climate Prescriptions: Climate Prescriptions are resources that detail property-level resilience 
strategies to combat material climate risks identified throughout the portfolio. Prescriptions are 
specific to the physical hazard: tropical cyclone, wildfire, coastal flooding, fluvial flooding, water 
scarcity, extreme heat and extreme cold. These resources are shared with property managers 
to educate about the specific climate risks applicable to their property and best practices for 
managing the risks.

GREENHOUSE GAS EMISSIONS

Environmental Targets: We set an environmental goal in 2013 to reduce GHG emissions 10% 
by 2020, and achieved a 21.2% decrease, avoiding 130,400 metric tons of GHG emissions (as of 
4Q2020).  Our next iteration of targets seeks to reduce GHG emissions 40% by 2035 and reach net 
zero by 2050 (over a 2019 baseline).

Carbon Action Plans: In support of Principal Real Estate’s goal to reduce GHG emissions 40% by 
2035 and achieve net zero by 2050, property-specific carbon action plans are being developed. 
These plans will provide a snapshot of reductions needed and supporting strategies.

CLIMATE CHANGE EDUCATION

Education on Climate Change Impact and Mitigation: With the rollout of climate risk analysis 
for all Principal Real Estate Private Equity transactions, employees have received training on the 
impacts of climate change and mitigation strategies. Further, the Managing Director of ESG and 
Operations and the ESG analyst present on climate risk and mitigation at conferences and as 
requested by investors, partners, Principal employees, and other interested parties.
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PARTNERSHIPS

Industry engagement: 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. In support of this commitment, we participate in several industry associations and 
align with organizations that seek to improve ESG performance, including:

• CDP*

• CEO Action for DEI Pledge 
Signatory

• Council of Institutional 
Investors (CII)*

• CREFC Sustainability 
Committee and 
Transparency Subcommittee

• Department of Energy 
Better Buildings Alliance

• Department of Energy 
Commercial Mortgage 
Energy Factors Working 
Group

• ENERGY STAR Partner

• Fitwel Champion

• GRESB

• International Corporate 
Governance Network*

• Investor Alliance for Human 
Rights*

• Life Mortgage and Real 
Estate Officers Council

• Mortgage Bankers 
Association

• NCREIF ESG Task Force

• Principles for Responsible 
Investment*

• Real Estate Roundtable 
Sustainability Advisory 
Committee 

• Science Based Targets 
Initiative*

• Task Force on Climate-
related Disclosures 

• UN Global Compact*

• UN Sustainable 
Development Goals*

• Urban Land Institute 

• U.S. Green Building Council

*Principal Financial Group or Principal Global have made these commitments. By default, the real estate funds 
managed by Principal Real Estate Investors have also made these commitments.
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Additional resources and 
contact information

PRINCIPAL REAL ESTATE 

Responsible Property Investing website: 
https://www.principalglobal.com/principal-real-
estate-investors/responsible-property-investing 

Principal Real Estate ESG Policy 
https://www.principalglobal.com/principal-real-
estate-investors/knowledge/insights/responsible-
property-investing-policies 

PRINCIPAL GLOBAL INVESTORS 

Responsible Investing website 
https://www.principalglobal.com/about-us/
responsible-investing  

PRINCIPAL FINANCIAL GROUP 

Sustainability website 
https://www.principal.com/sustainability 

ESG Data Center
https://www.principal.com/sustainability/esg-
data-center 

2021 Sustainability Report: 
https://secure02.principal.com/publicvsupply/
GetFile?fm=EE12496&ty=VOP  

 
 
 
 

 
 

JENNIFER MCCONKEY, 

Managing Director of ESG and Operations 
mcconkey.jennifer@principal.com

 
 
 
 
 

MADELINE O’DONNELL, 

ESG Analyst  
o’donnell.madeline@principal.com

 For additional information or  
to learn more, please contact:



Risk Considerations
Past performance does not guarantee future results. Investing involves risk, including possible loss of principal. 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. All these risks 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.

Important information
This material covers 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, a 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. The information presented has been derived from sources believed to be accurate; however, we do not independently 
verify or guarantee its accuracy or validity. 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 the investment manager or its affiliates has recommended a specific security 
for any client account. Subject to any contrary provisions of applicable law, the investment manager 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 the information or data provided.

This material may contain ‘forward looking’ information that is not purely historical in nature. Such information may include, among other 
things, projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material 
is at the sole discretion of the reader. 

Neither this document, nor the ESG considerations contained therein, relate to a specific investment strategy/product managed by Principal 
Global Investors, LLC (or its affiliates) nor their classification under the Sustainable Finance Disclosure Regulation (EU) No. 2019/2088. More 
information on Principal Global Investors responsible investment policy can be found at https://www.principalglobal.com/about-us. 

Environmental, social and governance responsible investing (ESG) is qualitative and subjective by nature, and there is not 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 such information is used 
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