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Practical aspects of solving the problem
of selecting corporate real estate development
projects

In the modern world, corporate real estate development projects play an important role in business development.
The success of the company largely depends on the efficiency of the implementation of these projects. In this paper,
the author considers the practical aspects of solving the problem of selecting corporate real estate development pro-
jects, with an emphasis on the need for a comprehensive approach to making a decision on project implementation.
Various strategies that are used in the process of corporate real estate portfolio management are considered. The di-
versity of strategies necessitates the formation of a multicomponent list of criteria for solving the problem of selecting
d development projects implemented in the framework of corporate real estate portfolio management. The author de-
veloped a list of criteria that includes three groups of project parameters: financial and economic, environmental and
managerial. It is proposed to use social return on investment as a criterion of overall efficiency, which is included in
the group of financial and economic criteria, together with capital intensity, scale and total cost of ownership. Environ-
mental criteria take into account such parameters of the real estate object as availability of various certificates, ener-
gy efficiency class, as well as implementation of automated building management systems. Management criteria al-
low assessing the compliance of the project with the general strategy of the corporation, so this group includes such
parameters as: commissioning date, project implementation format, as well as provision of space for employees.
To make the final decision, the author proposes to use the method of hierarchy analysis, which is widely used in
various industries in solving similar problems. The paper presents the methodological basis, as well as a practi-
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ninterrupted functioning of enterprises of any

type and orientation is impossible without pro-

viding the business with resources of various
types, one of which is real estate [1].

One of the most important indicators that can
be used to assess the effectiveness of a corporate
real estate development project is the social return
on investment (SROI) [2, 3]. Taking into account
the peculiarities of corporate real estate develop-
ment, strategic aspects of corporate real estate
portfolio management, as well as the methodology
of SROI assessment, we can distinguish the follow-
ing groups of criteria that should be taken into ac-
count when making a decision on project imple-
mentation: financial and economic, environmental,
managerial.

The first group of criteria includes primarily
such indicators as SROI and TCO, however, in
some cases it is possible to apply generally ac-
cepted metrics such as NPV, IRR, PI [4, 5]. Applica-
tion of these metrics is possible in case of realiza-
tion of a real estate development project aimed at
realization of the main activity of the corporation: for
a corporation of the banking sector — opening of
a new bank branch, for logistics companies — con-
struction of a new warehouse complex, for retail-
ers — construction of new retail premises, etc. Fi-
nancial and economic criteria can also include
the scale of the project and the capital intensity of
the project [6]. The scale of the project is deter-
mined based on the impact of the project on the re-
gional real estate portfolio and is defined as a share
of the total area of the regional project. Accordingly,
capital intensity is determined based on the amount
of investment required in the project.

The second group of criteria is environmental.
In this case, the following parameters are taken into
account [7]:
¢ energy efficiency class of the real estate ob-
ject;
e availability of certifications and compliance
with green building standards;
e availability of energy-saving engineering sys-
tems (heating, ventilation);
e availability of automated building manage-
ment systems;
® use of renewable energy sources in the power
supply scheme of the real estate object;
* implementation of systems for separate col-
lection of solid waste in the project;
® availability of systems for water collection and
reuse.
Consideration of environmental parameters of
a real estate object is important from various as-
pects. In addition to the obvious positive effect on
the environment, the introduction of green technolo-
gies allows to reduce operating and utility costs,
and positively affects the image of the corporation.
The next group of criteria is managerial. This
group first of all includes parameters that allow as-
sessing the compliance of all project characteristics
with the current strategy of corporate real estate
portfolio management and development. The mod-
ern concept of real estate portfolio management is
primarily aimed at increasing its value. However,
the increase in value can be achieved through vari-
ous tools and with a focus on certain aspects of
the real estate portfolio. In foreign practice,
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the following corporate real estate management strategies can be
found [8-10]:

e productivity improvement (production process support);

e cost control (production process support);

¢ reducing environmental impact (sustainability);

e ensuring social and economic sustainability (sustainability

support);

e development of the company's brand (support of the com-

pany's brand);
e interaction support (support of the production process, support
of sustainable development, support of the company's brand);

¢ improving employee safety (supporting the production process,
supporting sustainable development, supporting the compa-
ny's brand);

® increasing employee satisfaction (supporting the production

process, supporting sustainable development, supporting
the company's brand);

e risk control (production process support, sustainable devel-

opment, company brand support);

e increasing flexibility and liquidity (increasing the share of lease

agreements, entering into short-term lease agreements);

e promoting innovation (adapting design to realize an innova-

tive workflow).

This diversity of strategies necessitates a careful selection of
criteria to determine whether the project under consideration is
consistent with the strategy. The minimum required set of manage-
ment criteria should include the following project parameters:

e class of the real estate object to be created — this parameter

Table 1. Project selection criteria for the corporate real estate portfolio

will influence the degree of employee satisfaction and
the brand image of the corporation [11];

e staff space availability also affects employee satisfaction [12];

e possible commissioning period — this criterion reflects
the relationship with the overall strategy of the corporation;

e impact on the total area of the portfolio — the need for this
criterion is due to the fact that the total area of the portfolio is
an important indicator of its efficiency, projects should be
aimed at achieving the target set by the strategy;

e project implementation format — with a strategy aimed at in-
creasing flexibility, it is preferable to implement projects in
build-to-suit format or on leased sites.

In the case of solving the problem of project selection, it is nec-
essary to take into account all the above criteria. For convenience,
Table 1 provides a complete list of all criteria and target values of
indicators.

With the help of these criteria it is possible to solve one of
the most important practical tasks of project portfolio management,
namely project selection. The most common way of solving this
problem is to use the method of forming a comprehensive assess-
ment based on the construction of a hierarchical structure of the cri-
teria tree or Analytic Hierarchy Process (AHP) [13].

To apply the AHP method, each group of criteria and subse-
quently each criterion must be given a certain weight. To determine
the weight of each group of criteria and criteria within the groups,
the method of pairwise comparison and ranking of criteria is ap-
plied [14]. The standard scale of criteria evaluation is presented in
Table 2.

Criteria group Criterion Target value of the indicator
SROI >1, -»max
TCO, min rub. —min
Financial and economic
Capital intensity, min rub. —min
Scale of the project, % —max
Energy efficiency class A+
Availability of certifications and compliance with green building Certification of international standards BREEAM, LEED is
standards possible

Availability of energy-saving engineering systems (heating, ventilation)

The project provides for energy-saving engineering systems

Environmental

Availability of automated building management systems

The project includes the installation of a telemetry and remote
control system (RTMS)

the real estate object, %

Use of renewable energy sources in the power supply scheme of

—max

the project

Implementation of systems for separate collection of solid waste in

The project envisages and possible realization of

Availability of systems to reduce water consumption

The project envisages and possible realization of

Class of the object to be created

A+

Provision of staff with space

For offices — 10 sq. m/person

Managerial Possible commissioning date

—min

Impact on total portfolio area, sq. m

—max

Project implementation format

Consistent with the strategy

Source: compiled by the author.
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Table 2. Fundamental scale for pairwise comparisons of criteria

Table 5. Final weights of each of the criteria groups

Degree

o Determination
of significance

1 Equal weighting of criteria
3 One criterion is slightly more important than the other
5 One criterion is significantly more important than

the other

One criterion is indisputably more important than
7 the other, confirmed not only by expert judgment but
also in practice

9 One criterion is absolutely more important than the other

Source: compiled by the author on materials [15].

Table 3. Ranking of criteria groups

Fi ial
Criteria group nancia e.lnd Managerial Environmental
economic
F|nanC|a.I and 1 1 7
economic
Managerial 1 1 5
Environmental 0.14 0.2 1

Source: compiled by the author.

Accordingly, it is initially necessary to determine the weights of
each of the groups of criteria to form a comprehensive assessment.
The ranking of the groups of criteria is presented in Table 3. Ac-
cording to the AHP method, the total sum of values of all criteria
corresponds to one, the weight of each group is determined based
on the ranking.

Next, the quotient of each value in the table from the sum of
numbers in the column is determined. After that, the arithmetic
mean of each row is determined. The final results of determining
the weights of each group of criteria are presented in Table 4.

Similarly, within each group of criteria, the weights of the criteria
themselves are determined. The results of determining the weights
for all criteria are presented in Table 5.

Further, for each criterion it is necessary to provide a scale on
which projects will be evaluated. The scale developed by the author
is presented in Table 6.

According to the analytical hierarchical process method,
the project that has the maximum score for all criteria will have
the highest overall rating. Let us apply this scale to compare
the previously considered project for the creation of a technology
hub in Yekaterinburg, which will be labeled as project A, and

Table 4. Total weight of each group of criteria

Criteria Weight of VZ?;S:itaOf
the crite- Criteria o
group ) within
ria group the group

Financial SROI 0.56
and eco- TCO, min rub. 0.23
nomic 0.487

Capital intensity, min rub. 0.15

Scale of the project, % 0.06
Mana- Class of the object to be created 0.07
gerial Provision of staff with space 0.46

0.435 Possible commissioning date 0.24

Impact on the total portfolio area 0.10

Project implementation format 0.13
Environ- Energy efficiency class 0.21
mental Availability of certifications and

compliance with green building 0.05

standards

Availability of energy-saving engineer- 047

ing systems (heating, ventilation) '

Availability of automated building 0.2

management systems ’

0.078

Use of renewable energy sources in

the power supply scheme of the real 0.22

estate, %

Implementation of systems for sep-

arate collection of solid waste in 0.06

the project

Availability of systems to reduce wa- 0.06

ter consumption '

Source: compiled by the author.

the project for the creation of a technology hub in St. Petersburg,
which will be labeled as project B. The evaluations of the projects
under consideration are presented in Table 7.

The final rating of each project is obtained after summing up
the product of each of the scores by the respective weights of
the criteria and criterion groups. The results of the rating calculation
are summarized in Table 8.

Thus, the results of the assessment indicate that, according to
the totality of all criteria, Project A is the most attractive for imple-
mentation.

Criteria group Financial and economic Managerial Environmental Weight
Financial and economic 1/(1+1+0.14)=047 1/(1+1+0.2)=0.45 7(7+5+1)=0.54 0.487
Managerial 1/(1+1+0.14)=047 1/(1+1+02)=045 5/(7+5+1)=0.38 0.435
Environmental 0.14/(1 +1+0.14) = 0.07 0.2/(1+1+0.2)=0.09 1/(7+5+1)=0.08 0.078

Source: compiled by the author.
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Table 6. Scale for assessing corporate real estate development projects

Score
Criterion
1 3 5 7 9
SROI Less than 0.8 0.9 1 1.2 More than 1.5
TCO, min rub. The difference is The difference is less The difference is less than The difference is less than | The lowest among all

more than 30 %

than 30 %

20%

10%

projects

Capital intensity,
min rub.

The difference is
more than 30 %

The difference is less
than 30 %

The difference is less than
20%

The difference is less than
10%

The lowest among all
projects

Scale of the project, %

Less than 1%

3%

5%

7%

10 % or more

Energy efficiency class

E and below

D

C

B

A and above

Availability of certifica-
tions and compliance
with green building
standards

Certification is not
possible

Certification according to
Russian standards is
possible when changes
are made to the object

Certification according to
Russian standards is possible
without changes to the object

Certification according to
international standards is
possible when modifica-
tions are made to the fa-
cility

It is possible to certify
to international stand-
ards without modify-
ing the facility

Availability of energy-
saving engineering sys-
tems

The project does
not provide for
energy-saving
engineering sys-
tems

The project includes one
of the energy efficient
engineering systems:

« heating;

- ventilation;

« power supply;

« conditioning

The project includes two
energy-efficient utility sys-
tems:

« heating;

« ventilation;

« power supply;

« conditioning

The project includes three
energy-efficient utility
systems:

« heating;

- ventilation;

» power supply;

« conditioning

The project provides
for all types of energy-
saving engineering
systems:

« heating;

« ventilation;

« power supply;

« conditioning

Availability of automated
building management
systems

Not foreseen by
the project

A dispatching system is pro-
vided

Provision is made for
the installation of

a comprehensive
STDU

Use of renewable energy
sources in the power
supply scheme of the re-
al estate object, %

0%

Less than 1%

1t03%

3t05%

More than 5 %

Implementation of sys-
tems for separate collec-
tion of solid waste in

Separate collection
of TCO is not en-
visaged

Provision for a two-
stream system for
the collection of solid

A three-stream system for
the collection of solid waste is
envisaged

A four-stream system for
the collection of MSW is
envisaged

A five-stream system
for the collection of
solid waste is envis-

the project waste aged
Availability of systems Not foreseen Use of metered water supply Provision is made for
to reduce water con- systems and water saving de- water collection and
sumption - vices (aerators, batch faucets, - reuse systems
infrared sensors, automatic
faucets)
Class of the object to be C B B+ A A+

created

Provision of staff with
space

Less than 8 sq. m/
person

9 sq. m/person

10 sq. m/person

11 sq. m/person

Over 11 sq. m/person

Possible commissioning | More than 3 years | 3 years 2 years 1 year Less than 1 year
date
Impact on total portfolio | Up to 1,000 m? 1,000 m? 10,000 m? 50,000 m? More than 50,000 m?

area, sq. m

Project implementation
format

Not in line with
the strategy

Not taken into account by
the strategy

Consistent with
the strategy

Source: compiled by the author.
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Table 7. Estimates of projects A and B under consideration

Project A Project B
Criterion
Value Score Value Score

SROI 1.221 5 1.1 5
TCO, min rub. 5,303 9 7,386 1
Capital intensity, min rub. 1,100 9 1,300 5
Scale of the project, % 5% 3 6% 5
Energy efficiency class A 9 A 9
Availability of certifications and compliance with green | GREEN ZOOM

. o 5 No 1
building standards certificate
Availability of energy-saving engineering systems (heat-
) .y ) oy g .g ) .g .y ( All types of systems 9 All types of systems 9
ing, ventilation, power supply, air conditioning)

I - STDU ) .
Availability of automated building management systems | . . 9 STDU installation 9
installation

Use of renewable energy spurces in the power supply Not foreseen 1 Not foreseen 1
scheme of the real estate object, %
Implementation of systems for separate collection of solid ) .

p ) I ) 4 p ' ! Three-stream collection system 5 Three-stream collection system 5
waste in the project

- ) Use of metered water supply systems Use of metered water supply systems
Availability of systems to reduce water consumption . . PRl SY 5 ) ) PRl SY 5
and water saving devices and water saving devices

Class of the object to be created A 7 B+ 5
Provision of staff with space 10.3 sq. m/person 5 11.8 sq. m/person 9
Possible commissioning date 1 year 7 1.5 years 5
Impact on total portfolio area, sq. m 27,800 5 26,000 5
Project implementation format Build-to-suit is in line with the strategy 9 Build-to-suit is in line with the strategy 9

Source: compiled by the author.

Table 8. Results of calculating the final rating of projects

Project Project A Project B

Final score 6.31 5.70

Source: compiled by the author.
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MpakTuyeckue acnekTbl pelueHnus 3aga4n
cenekuMn KoprnopaTuBHbIX feBenonepcKux
NPOEKTOB

B cOBpeMEHHOM MVpe KOpMopaTUBHbIE AEBESIONEePCKUe MPOoekK-
Tbl UrPAKOT BaXKHYIO pPOJib B pa3BuTum 6usHeca. OT achheKTmB-
HOCTV peanu3auuun 3TUX MPOEKTOB BO MHOTOM 3aBWUCUT yCrex
KoMMaHuu. ABTOPOM PacCMOTPEHbI MPAKTUHECKME acneKTbl pe-
LUeHUs 3aa4u CeneKLMmu KopriopaTUBHLIX AEBESIONEePCKUX Npo-
€KTOB C aKLieHTOM Ha HEO6XOAMMOCTbL KOMMIIEKCHOro Noaxoaa
K NMPUHATUIO PELLEHMS O peanu3aumy npoekTa.

PaccmoTpeHbI pa3nuyHble cTpaTterum, KoTopble NPUMEHSIOTCS B NPO-
Lecce ynpasfieHVs nopTdeneM KopropaTtmBHON HEABVXMMOCTH.
MHoroo6pasuve ctpateruii 06ycnaenmBaeT HEO6XOAUMOCTb (DOPMU-
pOBaHVsi MHOrOCOCTaBHOIO NEPeYHsi KPUTEPUEB AJ1 PELLEHNS 3a-
Jaun cenexkumm NpoeKToB AeBENONMEHTa, peanm3yemblX B pamKax
yrnpaBneHus nopTgeniemMm KopnopaTMBHOM HegBmKUMocTu. Paspa-
60TaH NepeyeHb KpUTEPVEB, BKITHOYAIOLLMIA B CE6A TPY rpynmbl na-
pamMeTpPOB NPOEKTOB: (PUHAHCOBO-3KOHOMUYECKME, SKOTIOTNHECKUE
1 ynpasneHyeckue. B kadectse Kputepus obLLen 3heKTUBHOCTU
npenJiaraeTcs UCMosb30BaTh CoLMasibHbI BO3BPAT HA MHBECTULMN,
KOTOPbIVi BXOAUT B rpynny pHaHCOBO-3KOHOMUYECKUX KPUTEPUEB,
COBMECTHO C KanuTarioeMKOCTbI0, MaCLLTABHOCTBIO M COBOKYMHOWM
CTOMMOCTbIO BNIafeHUsA. DKONMOrMYECKNE KPUTEPUN YUUTBIBAIOT Ta-
Kue napameTpbl 06beKTa HEABKUMOCTM, KaK Hanmyme pasnmyHbIX
cepTmunKaToB, Knacc 3HeproatpPeKTUBHOCTH, a TaKxKe BHEQPEHNE
aBTOMATU3VPOBaHHbIX CUCTEM YMpaBneHus 3aaHneM. YnpasneH4e-
CKNe KpUTEPUM NO3BOJISIOT OLIEHNTL COOTBETCTBME MPOEKTa O6LLEN
cTparterMm Koprnopauum, No3ToMy B AaHHYIO Fpynny BXOOAT Takue
napameTpbl, Kak: CPOK BBOJA B 3KCryataumio, hopmar peanunsa-
LM NPOEKTA, a Takxke 06eCcrneyYeHHOCTb COTPYAHMKOB MioLLaabHo.

[ns NPUHSATWS UTOFOBOFO PELLEeHUst aBTOPOM MpepnaraeTcst uc-
Nonb30BaTh METOA, aHanm3a uepapxui, LUMPOKO NPUMEHSIEMBbIIA
B PasfiMyHbIX OTPACHsX Npy peLueHnn nogo6HbIx 3apad. Mpep-
CTaBJieHbl METOANYECKME OCHOBbI, a TAKXe NPaKTU4eCcKUi npu-
Mep NMPUMEeHEHWs1 JaHHOTro MeToha.

KnroyeBble croBa: yripaBieHue npoeKkTamu, eBeI0NMEHT KopIo-
paTVIBHOVI HEABUXXNMOCTH, CENIEKLMS MPOEKTOB, YNpaBIIEHNE MopT-
penem
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