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   PART I – FINANCIAL INFORMATION

Item 1.   Financial Statements

CBRE GROUP, INC.
  CONSOLIDATED BALANCE SHEETS

(Unaudited)
(Dollars in thousands, except share data)

 

  September 30,   December 31,  
  2018   2017  
      (As Adjusted)  

ASSETS         
Current Assets:         

Cash and cash equivalents  $ 550,468   $ 751,774  
Restricted cash   77,470    73,045  
Receivables, less allowance for doubtful accounts of $62,011 and $46,789 at
   September 30, 2018 and December 31, 2017, respectively   3,410,744    3,112,289  
Warehouse receivables   1,598,021    928,038  
Prepaid expenses   258,341    215,336  
Contract assets   159,928    273,053  
Income taxes receivable   54,694    49,628  
Other current assets   268,648    227,421  

Total Current Assets   6,378,314    5,630,584  
Property and equipment, net   702,428    617,739  
Goodwill   3,643,143    3,254,740  
Other intangible assets, net of accumulated amortization of $1,147,504 and $1,000,738 at
   September 30, 2018 and December 31, 2017, respectively   1,403,424    1,399,112  
Investments in unconsolidated subsidiaries   195,322    238,001  
Deferred tax assets, net   79,494    98,746  
Other assets, net   574,991    479,474  

Total Assets  $ 12,977,116   $ 11,718,396  
LIABILITIES AND EQUITY         

Current Liabilities:         
Accounts payable and accrued expenses  $ 1,674,183   $ 1,573,672  
Compensation and employee benefits payable   1,054,578    904,434  
Accrued bonus and profit sharing   843,184    1,078,345  
Contract liabilities   86,771    100,615  
Income taxes payable   15,371    70,634  
Short-term borrowings:         

Warehouse lines of credit (which fund loans that U.S. Government Sponsored
   Enterprises have committed to purchase)   1,579,740    910,766  
Revolving credit facility   141,000    —  
Other   16    16  

Total short-term borrowings   1,720,756    910,782  
Current maturities of long-term debt   3,988    8  
Other current liabilities   86,950    74,454  

Total Current Liabilities   5,485,781    4,712,944  
Long-term debt, net of current maturities   1,760,003    1,999,603  
Deferred tax liabilities, net   187,613    147,218  
Non-current tax liabilities   139,115    140,792  
Other liabilities   632,213    543,225  

Total Liabilities   8,204,725    7,543,782  
Commitments and contingencies   —    —  
Equity:         

CBRE Group, Inc. Stockholders’ Equity:         
Class A common stock; $0.01 par value; 525,000,000 shares authorized;
   340,880,302 and 339,459,138 shares issued and outstanding at September 30, 2018
   and December 31, 2017, respectively   3,409    3,395  
Additional paid-in capital   1,277,630    1,220,508  
Accumulated earnings   4,110,889    3,443,007  
Accumulated other comprehensive loss   (678,972 )   (552,414 )

Total CBRE Group, Inc. Stockholders’ Equity   4,712,956    4,114,496  
Non-controlling interests   59,435    60,118  

Total Equity   4,772,391    4,174,614  
Total Liabilities and Equity  $ 12,977,116   $ 11,718,396

 

The accompanying notes are an integral part of these consolidated financial statements.
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 CBRE GROUP, INC.

  CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(Dollars in thousands, except share data)
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
      (As Adjusted)       (As Adjusted)  
Revenue  $ 5,260,954   $ 4,638,596   $ 15,046,340   $ 13,129,133  
Costs and expenses:                 

Cost of services   4,098,904    3,598,279    11,677,613    10,154,296  
Operating, administrative and other   859,085    704,950    2,417,602    2,024,191  
Depreciation and amortization   113,484    102,591    335,048    297,014  

Total costs and expenses   5,071,473    4,405,820    14,430,263    12,475,501  
Gain on disposition of real estate   236    6,180    12,565    18,863  
Operating income   189,717    238,956    628,642    672,495  
Equity income from unconsolidated subsidiaries   126,840    67,834    263,040    158,236  
Other income   95,515    1,768    95,244    9,069  
Interest income   1,231    3,129    6,341    6,967  
Interest expense   26,651    34,483    82,394    103,923  
Write-off of financing costs on extinguished debt   —    —    27,982    —  
Income before provision for income taxes   386,652    277,204    882,891    742,844  
Provision for income taxes   94,963    77,072    211,446    200,778  
Net income   291,689    200,132    671,445    542,066  
Less:  Net income attributable to non-controlling interests   1,220    1,044    2,021    4,181  
Net income attributable to CBRE Group, Inc.  $ 290,469   $ 199,088   $ 669,424   $ 537,885  
Basic income per share:                 

Net income per share attributable to CBRE Group, Inc.  $ 0.86   $ 0.59   $ 1.97   $ 1.59  
Weighted average shares outstanding for basic income per share   339,477,316    337,948,324    339,151,807    337,280,914  

Diluted income per share:                 
Net income per share attributable to CBRE Group, Inc.  $ 0.85   $ 0.58   $ 1.95   $ 1.58  
Weighted average shares outstanding for diluted income per share   343,733,947    341,186,431    343,267,240    340,502,432

 
The accompanying notes are an integral part of these consolidated financial statements.
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 CBRE GROUP, INC.

  CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

(Dollars in thousands)
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
      (As Adjusted)       (As Adjusted)  
Net income  $ 291,689   $ 200,132   $ 671,445   $ 542,066  
Other comprehensive (loss) income:                 

Foreign currency translation (loss) gain   (30,985 )   65,035    (130,879 )   204,872  
Adoption of Accounting Standards Update 2016-01,
   net of tax   —    —    (3,964 )   —  
Amounts reclassified from accumulated other comprehensive
   loss to interest expense, net of tax   570    1,260    1,953    4,148  
Unrealized gains on interest rate swaps, net of tax   65    25    882    102  
Unrealized holding gains (losses) on available for sale debt
   securities, net of tax   22    339    (605 )   2,239  
Other, net   (15 )   (4 )   5,513    (20 )
Total other comprehensive (loss) income   (30,343 )   66,655    (127,100 )   211,341  

Comprehensive income   261,346    266,787    544,345    753,407  
Less: Comprehensive income attributable to non-controlling
   interests   1,357    1,227    1,479    4,544  
Comprehensive income attributable to CBRE Group, Inc.  $ 259,989   $ 265,560   $ 542,866   $ 748,863

 
The accompanying notes are an integral part of these consolidated financial statements.

 

3



 
 CBRE GROUP, INC.

  CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(Dollars in thousands)
 
  Nine Months Ended  
  September 30,  
  2018   2017  
      (As Adjusted)  
CASH FLOWS FROM OPERATING ACTIVITIES:         
Net income  $ 671,445   $ 542,066  
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization   335,048    297,014  
Amortization and write-off of financing costs on extinguished debt   33,405    7,371  
Gains related to mortgage servicing rights, premiums on loan sales and sales of other assets   (156,973 )   (131,062 )
Gain associated with remeasuring our investment in a previously unconsolidated subsidiary to fair value
   as of the date we acquired the remaining interest   (92,624 )   —  
Gains on disposition of real estate held for investment   (3,197 )   —  
Net realized and unrealized gains from investments   (2,620 )   (9,069 )
Equity income from unconsolidated subsidiaries   (263,040 )   (158,236 )
Provision for doubtful accounts   17,606    7,442  
Compensation expense for equity awards   97,035    68,975  

Proceeds from sale of mortgage loans   13,351,590    11,316,041  
Origination of mortgage loans   (13,979,299 )   (11,441,884 )
Increase in warehouse lines of credit   668,974    161,600  
Distribution of earnings from unconsolidated subsidiaries   262,670    155,937  
Tenant concessions received   22,846    14,739  
Purchase of equity securities   (66,380 )   (61,813 )
Proceeds from sale of equity securities   56,605    53,251  
Increase in receivables, prepaid expenses and other assets (including contract assets)   (366,647 )   (111,635 )
(Increase) decrease in real estate held for sale and under development   (2,177 )   10,784  
Increase (decrease) in accounts payable and accrued expenses and other liabilities (including contract
   liabilities)   85,648    (78,695 )
Decrease in compensation and employee benefits payable and accrued bonus and profit sharing   (136,257 )   (231,364 )
Increase in net income taxes receivable/payable   (21,642 )   (10,631 )
Other operating activities, net   (9,705 )   (15,238 )

Net cash provided by operating activities   502,311    385,593  
CASH FLOWS FROM INVESTING ACTIVITIES:         
Capital expenditures   (151,893 )   (101,606 )
Acquisition of businesses, including net assets acquired, intangibles and goodwill, net of cash acquired   (313,560 )   (36,063 )
Contributions to unconsolidated subsidiaries   (31,026 )   (36,659 )
Distributions from unconsolidated subsidiaries   53,720    39,181  
Net proceeds from disposition of real estate held for investment   14,174    —  
Purchase of equity securities   (15,931 )   (12,167 )
Proceeds from sale of equity securities   11,402    11,959  
Purchase of available for sale debt securities   (20,860 )   (17,241 )
Proceeds from the sale of available for sale debt securities   5,432    13,659  
Other investing activities, net   (5,557 )   1,156  

Net cash used in investing activities   (454,099 )   (137,781 )
CASH FLOWS FROM FINANCING ACTIVITIES:         
Proceeds from senior term loans   550,000    —  
Proceeds from revolving credit facility   2,913,000    911,000  
Repayment of revolving credit facility   (2,772,000 )   (911,000 )
Repayment of 5.00% senior notes (including premium)   (820,000 )   —  
Proceeds from notes payable on real estate held for investment   83    79  
Repayment of notes payable on real estate held for investment   (13,028 )   (1,324 )
Proceeds from notes payable on real estate held for sale and under development   3,156    3,341  
Repayment of notes payable on real estate held for sale and under development   (2,991 )   (10,777 )
Acquisition of businesses (cash paid for acquisitions more than three months after purchase date)   (14,970 )   (23,331 )
Repayment of debt assumed in acquisition of FacilitySource   (26,295 )   —  
Units repurchased for payment of taxes on equity awards   (27,696 )   (29,549 )
Non-controlling interest contributions   9,558    3,410  
Non-controlling interest distributions   (11,382 )   (6,643 )
Other financing activities, net   (915 )   (2,694 )

Net cash used in financing activities   (213,480 )   (67,488 )
Effect of currency exchange rate changes on cash and cash equivalents and restricted cash   (31,613 )   28,663  
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS AND RESTRICTED CASH   (196,881 )   208,987  
CASH AND CASH EQUIVALENTS AND RESTRICTED CASH, AT BEGINNING OF PERIOD   824,819    831,412  
CASH AND CASH EQUIVALENTS AND RESTRICTED CASH, AT END OF PERIOD  $ 627,938   $ 1,040,399  

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:         
Cash paid during the period for:         

Interest  $ 95,822   $ 111,826  

Income taxes, net  $ 235,305   $ 204,228
 

The accompanying notes are an integral part of these consolidated financial statements.
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 CBRE GROUP, INC.

  CONSOLIDATED STATEMENT OF EQUITY
(Unaudited)

(Dollars in thousands)
 

  CBRE Group, Inc. Shareholders          

  

Class A
common

stock   

Additional
paid-in
capital   

Accumulated
earnings   

Accumulated
other

comprehensive loss  

Non-
controlling

interests   Total  
Balance at December 31, 2017 (As Adjusted)  $ 3,395   $ 1,220,508   $ 3,443,007   $ (552,414 )  $ 60,118   $ 4,174,614  
Net income   —    —    669,424    —    2,021    671,445  
Adoption of Accounting Standards Update 2016-01,
   net of tax (see Note 3)   —    —    3,964    (3,964 )   —    —  
Compensation expense for equity awards   —    97,035    —    —    —    97,035  
Reclassification of stock incentive plan award from
   an equity award to a liability award   —    (9,074 )   —    —    —    (9,074 )
Units repurchased for payment of taxes on equity awards   —    (27,696 )   —    —    —    (27,696 )
Foreign currency translation loss   —    —    —    (130,337 )   (542 )   (130,879 )
Amounts reclassified from accumulated other
   comprehensive loss to interest expense, net of tax   —    —    —    1,953    —    1,953  
Unrealized gains on interest rate swaps, net of tax   —    —    —    882    —    882  
Unrealized holding losses on available for sale debt
   securities, net of tax   —    —    —    (605 )   —    (605 )
Contributions from non-controlling interests   —    —    —    —    9,558    9,558  
Distributions to non-controlling interests   —    —    —    —    (11,382 )   (11,382 )
Other   14    (3,143 )   (5,506 )   5,513    (338 )   (3,460 )
Balance at September 30, 2018  $ 3,409   $ 1,277,630   $ 4,110,889   $ (678,972 )  $ 59,435   $ 4,772,391
 

The accompanying notes are an integral part of these consolidated financial statements.
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 CBRE GROUP, INC.

  NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1.   Basis of Presentation

Readers of this Quarterly Report on Form 10-Q (Quarterly Report) should refer to the audited financial statements and notes to consolidated financial statements of
CBRE Group, Inc., a Delaware corporation (which may be referred to in these financial statements as “the company,” “we,” “us” and “our”), for the year ended December 31,
2017, which are included in our 2017 Annual Report on Form 10-K (2017 Annual Report), filed with the United States Securities and Exchange Commission (SEC) and also
available on our website (www.cbre.com), since we have omitted from this Quarterly Report certain footnote disclosures which would substantially duplicate those contained
in such audited financial statements. You should also refer to Note 2, Significant Accounting Policies, in the notes to consolidated financial statements in our 2017 Annual
Report for further discussion of our significant accounting policies and estimates.

The accompanying consolidated financial statements have been prepared in accordance with the rules applicable to quarterly reports on Form 10-Q and include all
information and footnotes required for interim financial statement presentation, but do not include all disclosures required under accounting principles generally accepted in the
United States (U.S.), or GAAP, for annual financial statements. In our opinion, all adjustments (consisting of normal recurring adjustments, except as otherwise noted)
considered necessary for a fair presentation have been included. The preparation of financial statements in conformity with GAAP requires us to make estimates and
assumptions about future events. These estimates and the underlying assumptions affect the amounts of assets and liabilities reported, and reported amounts of revenue and
expenses. Such estimates include the value of goodwill, intangibles and other long-lived assets, real estate assets, accounts receivable, contract assets, investments in
unconsolidated subsidiaries and assumptions used in the calculation of income taxes, retirement and other post-employment benefits, among others. These estimates and
assumptions are based on our best judgment. We evaluate our estimates and assumptions on an ongoing basis using historical experience and other factors, including
consideration of the current economic environment, and adjust such estimates and assumptions when facts and circumstances dictate. As future events and their effects cannot
be determined with precision, actual results could differ significantly from these estimates. Changes in these estimates resulting from continuing changes in the economic
environment will be reflected in the financial statements in future periods.

Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation in connection with our adoption of new revenue
recognition guidance (as further described in notes 2, 3 and 12). In addition, certain reclassifications have been made to the 2017 financial statements to conform with the 2018
presentation. Such reclassifications primarily relate to the adoption of Accounting Standards Update (ASU) 2016‑01, ASU 2016-15 and ASU 2016-18 as further described in
Note 3.

The results of operations for the three and nine months ended September 30, 2018 are not necessarily indicative of the results of operations to be expected for the year
ending December 31, 2018.
 
2. Significant Accounting Policies Update

Revenue Recognition

We account for revenue in accordance with Accounting Standards Codification (ASC) Topic 606, “Revenue from Contracts with Customers.” Topic 606 also includes
Subtopic 340-40, “Other Assets and Deferred Costs – Contracts with Customers,” which requires deferral of incremental costs to obtain and fulfill a contract with a customer.
We adopted new revenue recognition guidance on January 1, 2018, using the full retrospective method (see Note 3). Revenue is recognized when or as control of the promised
services is transferred to our customers, in an amount that reflects the consideration we expect to be entitled to in exchange for those services.

The following is a description of principal activities – separated by reportable segments – from which we generate revenue. For more detailed information about our
reportable segments, see Notes 12 and 13.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 

 The Americas, Europe, Middle East and Africa (EMEA), and Asia Pacific

The Americas segment is our largest segment of operations and provides a comprehensive range of services throughout the United States (U.S.), in the largest regions
of Canada and in key markets in Latin America. The primary services offered consist of the following: property leasing, property sales, mortgage services, appraisal and
valuation, occupier outsourcing and property management services.

Our EMEA and Asia Pacific segments generally provide services similar to the Americas business segment. The EMEA segment has operations primarily in Europe,
while the Asia Pacific segment has operations in Asia, Australia and New Zealand.

Property Leasing and Property Sales

Through our Advisory & Transaction Services business line, we provide strategic advice and execution to owners, investors, and occupiers of real estate in connection
with the leasing of office, industrial and retail space. We also offer clients fully integrated property sales services under the CBRE Capital Markets brand. We are compensated
for our services in the form of a commission and, in some instances may earn various forms of variable incentive consideration. Our commission is paid upon the occurrence of
certain contractual event(s) which may be contingent. For example, a portion of our leasing commission may be paid upon signing of the lease by the tenant, with the remaining
paid upon occurrence of another future contingent event (e.g. payment of first month’s rent or tenant move-in). For sales, our commission is typically paid at the closing of the
sale. We typically satisfy our performance obligation at a point in time when control is transferred; generally, at the time of the first contractual event where there is a present
right to payment. We look to history, experience with a customer, and deal specific considerations to support our judgement that the second contingency (if applicable) will be
met. Therefore, we typically accelerate the recognition of the revenue associated with the second contingent event.

In addition to our commission, we may recognize other forms of variable consideration which can include, but are not limited to, commissions subject to concession or
claw back and volume based discounts or rebates. We assess variable consideration on a contract by contract basis, and when appropriate, recognize revenue based on our
assessment of the outcome (using the most likely outcome approach or weighted probability) and historical results, if comparable and representative. We recognize variable
consideration if it is deemed probable that there will not be significant reversal in the future.

Mortgage Originations and Loan Sales

Under the CBRE Capital Markets brand, we offer clients fully integrated commercial mortgage and structured financing services. Fees from services within our
mortgage brokerage business that are in the scope of Topic 606 include fees earned for the brokering of commercial mortgage loans primarily through relationships established
with investment banking firms, national and regional banks, credit companies, insurance companies and pension funds. We are compensated for our brokerage services via a fee
paid upon successful placement of a commercial mortgage borrower with a lender who will provide financing. The fee earned is contingent upon the funding of the loan. We
typically satisfy our performance obligation when control is transferred at the point in time of the funding of the loan.

We also earn fees from the origination and sale of commercial mortgage loans for which the company retains the servicing rights. These fees are governed by the “Fair
Value Measurements and Disclosures” topic (Topic 820) and “Transfers and Servicing” topic (Topic 860) of the FASB ASC. Upon origination of a mortgage loan held for sale,
the fair value of the mortgage servicing rights (MSR) to be retained is included in the forecasted proceeds from the anticipated loan sale and results in a net gain (which is
reflected in revenue). Upon sale, we record a servicing asset or liability based on the fair value of the retained MSR associated with the transferred loan. Subsequent to the initial
recording, MSRs are amortized and carried at the lower of amortized cost or fair value in other intangible assets in the accompanying consolidated balance sheets. They are
amortized in proportion to and over the estimated period that the servicing income is expected to be received.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

  Appraisal and Valuation

We provide valuation services that include market-value appraisals, litigation support, discounted cash flow analyses, feasibility studies as well as consulting services
such as property condition reports, hotel advisory and environmental consulting. We are compensated for valuation services in the form of a fee, which is payable on the
occurrence of certain events (e.g., a portion on the delivery of a draft report with the remaining on the delivery of the final report). For consulting services, we may be paid
based on the occurrence of time or event-based milestones (such as the delivery of draft reports). We typically satisfy our performance obligation as services are rendered over
time.

Occupier Outsourcing Services

We provide a broad suite of services to occupiers of real estate, including facilities management, project management, transaction management and strategic
consulting. We report facilities and project management as well as strategic consulting activities in our occupier outsourcing revenue line and transaction management in our
lease and sales revenue lines.

Facilities management involves the day-to-day management of client-occupied space and includes headquarter buildings, regional offices, administrative offices, data
centers and other critical facilities, manufacturing and laboratory facilities, distribution facilities and retail space. Contracts for facilities management services are often
structured so we are reimbursed for client-dedicated personnel costs and subcontracted vendor costs as well as associated overhead expenses plus a monthly fee, and, in some
cases, annual incentives tied to agreed-upon performance targets, with any penalties typically capped. Facilities management services represent a series of distinct daily services
rendered over time.

Project management services are often provided on a portfolio wide or programmatic basis. Revenues from project management services generally includes fixed
management fees, variable fees, and incentive fees if certain agreed-upon performance targets are met. Revenues from project management may also include reimbursement of
payroll and related costs for personnel providing the services and subcontracted vendor costs. Project management services represent a series of distinct daily services rendered
over time.

The amount of revenue recognized is presented gross for any services provided by our employees, as we control them. This is evidenced by our obligation for their
performance and our ability to direct and redirect their work, as well as negotiate the value of such services. The amount of revenue recognized related to the majority of
facilities management contracts and certain project management arrangements is presented gross (with offsetting expense recorded in cost of services) for reimbursements of
costs of third-party services because we control those services that are delivered to the client. In the instances when we do not control third-party services delivered to the client,
we report revenues net of the third-party reimbursements.

In addition to our management fee, we receive various types of variable consideration which can include, but is not limited to; key performance indicator bonuses or
penalties which may be linked to subcontractor performance, gross maximum price, glidepaths, savings guarantees, shared savings, or fixed fee structures. We assess variable
consideration on a contract by contract basis, and when appropriate, recognize revenue based on our assessment of the outcome (using the most likely outcome approach or
weighted probability) and historical results, if comparable and representative. Using management assessment and historical results and statistics, we accelerate revenue if it is
deemed probable there will not be significant reversal in the future.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Property Management

We provide property management services on a contractual basis for owners of and investors in office, industrial and retail properties. These services include
construction management, marketing, building engineering, accounting and financial services. We are compensated for our services through a monthly management fee earned
based on either a specified percentage of the monthly rental income, rental receipts generated from the property under management or a fixed fee. We are also often reimbursed
for our administrative and payroll costs directly attributable to the properties under management. Property management services represent a series of distinct daily services
rendered over time. The amount of revenue recognized is presented gross for any services provided by our employees, as we control them. We generally do not control third-
party services delivered to property management clients. As such, we report revenues net of third-party reimbursements.

Global Investment Management

Our Global Investment Management business segment provides investment management services to pension funds, insurance companies, sovereign wealth funds,
foundations, endowments and other institutional investors seeking to generate returns and diversification through investment in real estate. We sponsor investment programs that
span the risk/return spectrum in: North America, Europe, Asia and Australia. We are typically compensated in the form of a base management fee, disposition fees, acquisition
fees and incentive fees in the form of performance fees or carried interest based on fund type (open or closed ended, respectively). For the base management fee, we typically
satisfy the performance obligation as service is rendered over time pursuant to the series guidance. For acquisition and disposition services, we typically satisfy the performance
obligation at a point in time (at acquisition or upon disposition). For contracts with contingent fees, including performance fees, incentive fees and carried interest, we assess
variable consideration on a contract by contract basis, and when appropriate, recognize revenue based on our assessment of the outcome (using the most likely outcome
approach or weighted probability) and historical results, if comparable and representative. Revenue associated with performance fees and carried interest are typically
constrained due to volatility in the real estate market, a broad range of possible outcomes, and other factors in the market that are outside of our control.

Development Services

Our Development Services business segment consists of real estate development and investment activities primarily in the United States to users of and investors in
commercial real estate, as well as for our own account. We pursue opportunistic, risk-mitigated development and investment in commercial real estate across a wide spectrum
of property types, including: industrial, office and retail properties; healthcare facilities of all types (medical office buildings, hospitals and ambulatory surgery centers); and
residential/mixed-use projects. We pursue development and investment activity on behalf of our clients on a fee basis with no, or limited, ownership interest in a property, in
partnership with our clients through co-investment – either on an individual project basis or through programs with certain strategic capital partners or for our own account with
100% ownership. Development services represent a series of distinct daily services rendered over time. Fees are typically payable monthly over the service term or upon
contractual defined events, like project milestones. In addition to development fee revenue, we receive various types of variable consideration which can include, but is not
limited to, contingent lease-up bonuses, cost saving incentives, profit sharing on sales and at-risk fees. We assess variable consideration on a contract by contract basis, and
when appropriate, recognize revenue based on our assessment of the outcome (using the most likely outcome approach or weighted probability) and historical results, if
comparable and representative. We accelerate revenue if it is deemed probable there will not be significant reversal in the future.
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 Accounts Receivable and Allowance for Doubtful Accounts

We record accounts receivable for our unconditional rights to consideration arising from our performance under contracts with customers. The carrying value of such
receivables, net of the allowance for doubtful accounts, represents their estimated net realizable value. We estimate our allowance for doubtful accounts for specific accounts
receivable balances based on historical collection trends, the age of outstanding accounts receivables and existing economic conditions associated with the receivables. Past-due
accounts receivable balances are written off when our internal collection efforts have been unsuccessful. As a practical expedient, we do not adjust the promised amount of
consideration for the effects of a significant financing component when we expect, at contract inception, that the period between our transfer of a promised service to a customer
and when the customer pays for that service will be one year or less. We do not typically include extended payment terms in our contracts with customers.

 Remaining Performance Obligations

Remaining performance obligations represent the aggregate transaction prices for contracts where our performance obligations have not yet been satisfied. As of
September 30, 2018, the aggregate amount of transaction price allocated to remaining performance obligations in our property leasing business was not significant. We apply
the practical expedient related to remaining performance obligations that are part of a contract that has an original expected duration of one year or less and the practical
expedient related to variable consideration from remaining performance obligations pursuant to the series guidance. All of our remaining performance obligations apply to one
of these practical expedients.

Contract Assets and Contract Liabilities

Contract assets represent assets for revenue that has been recognized in advance of billing the customer and for which the right to bill is contingent upon something
other than the passage of time. This is common for contingent portions of commissions in brokerage and incentive fees present in various businesses. Billing requirements vary
by contract but are generally structured around fixed monthly fees, reimbursement of employee and other third-party costs, and the achievement or completion of certain
contingent events.

When we receive consideration, or such consideration is unconditionally due, from a customer prior to transferring services to the customer under the terms of the
services contract, we record deferred revenue, which represents a contract liability. Such deferred revenue typically results from milestone payments pertaining to future
services not yet rendered. We recognize the contract liability as revenue once we have transferred control of service to the customer and all revenue recognition criteria are met.

  Contract assets and contract liabilities are determined for each contract on a net basis. For contract assets, we classify the short-term portion as a separate line item
within current assets and the long-term portion within other assets, long-term in the accompanying consolidated balance sheets. For contract liabilities, we classify the short-
term portion as a separate line item within current liabilities and the long-term portion within other liabilities, long-term in the accompanying consolidated balance sheets.

Contract Costs

Contract costs primarily consist of upfront costs incurred to obtain or to fulfill a contract. These costs are typically found within our Occupier Outsourcing business
line. Such costs relate to transition costs to fulfill contracts prior to services being rendered and are included within other intangible assets in the accompanying consolidated
balance sheets. Capitalized transition costs are amortized based on the transfer of services to which the assets relate which can vary on a contract by contract basis, and are
included in cost of services in the accompanying consolidated statement of operations. For contract costs that are recognized as assets, we periodically review for impairment.
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 Applying the contract cost practical expedient, we recognize the incremental costs of obtaining contracts as an expense when incurred if the amortization period of the
assets that we otherwise would have recognized is one year or less.

 Income Taxes

 On December 22, 2017, the Tax Cuts and Jobs Act (Tax Act) was signed into law making significant changes to the Internal Revenue Code, including, but not limited
to: (i) a U.S. corporate tax rate decrease from 35% to 21%, effective for tax years beginning after December 31, 2017; (ii) the transition of U.S. international taxation from a
worldwide tax system to a territorial system; and (iii) a one-time transition tax (i.e. toll charge) on the mandatory deemed repatriation of cumulative foreign earnings as of
December 31, 2017. In December 2017, the Securities and Exchange Commission (SEC) staff issued Staff Accounting Bulletin No. 118 (SAB 118), “Income Tax Accounting
Implications of the Tax Cuts and Jobs  Act,” which allows us to record provisional amounts during a measurement period not to extend beyond one year of the enactment date.
In March 2018, the Financial Accounting Standards Board (FASB) issued ASU 2018-05, “ Income Taxes (Topic 740): Amendments to SEC Paragraphs Pursuant to SEC Staff
Accounting Bulletin No. 118,” which added SEC guidance related to SAB 118.

Our provision for income taxes for 2017 included a provisional amount related to our estimate of the U.S. federal and state tax impact of the transition tax and other
components of the Tax Act. In the first quarter of 2018, we obtained additional information affecting the provisional amount initially recorded for the transition tax. As a result,
we recorded an immaterial adjustment to the transition tax in the tax provision for the nine months ended September 30, 2018. Provisional amounts that have been recorded are
based upon our best estimate of the impact of the Tax Act in accordance with our understanding of the Tax Act and the related guidance available. Our analysis of the available
information, including the proposed regulations from the U.S. Treasury issued on August 1, 2018, has guided our assessment of the impact of certain positions. Given the
complexity of the Tax Act, anticipated future guidance from the U.S. Treasury and Internal Revenue Service and the potential for additional guidance from the SEC or the
FASB, we are continuing to analyze the impact of the Tax Act. Additional work is necessary on the provisional amount related to the transition tax, which includes performing a
more detailed analysis of historic foreign earnings and tax pools, foreign cash positions, and potential corresponding adjustments. We anticipate finalizing and recording any
resulting adjustments from our analysis during the quarter ending December 31, 2018.

See Note 2 of the Notes to Consolidated Financial Statements set forth in Item 8 included in our Annual Report on Form 10-K for the year ended December 31, 2017
for a summary of our other significant accounting policies.
 
3. New Accounting Pronouncements

Recently Adopted Accounting Pronouncements

 The FASB previously issued five ASUs related to revenue recognition (“new revenue recognition guidance”). The ASUs issued were: (1) in May 2014, ASU 2014‑09,
“Revenue from Contracts with Customers (Topic 606);” (2) in March 2016, ASU 2016‑08, “Revenue from Contracts with Customers (Topic 606): Principal versus Agent
Considerations (Reporting Revenue Gross versus Net);” (3) in April 2016, ASU 2016‑10, “Revenue from Contracts with Customers (Topic 606): Identifying Performance
Obligations and Licensing;” (4) in May 2016, ASU 2016‑12, “Revenue from Contracts with Customers (Topic 606): Narrow-scope Improvements and Practical Expedients;”
and (5) in December 2016, ASU 2016‑20, “Technical Corrections and Improvements to Topic 606, Revenue From Contracts with Customers.” As mentioned in Note 2, we
adopted the new revenue recognition guidance in the first quarter of 2018 using the full retrospective transition method. This resulted in a cumulative adjustment of $94.6 million
to the accumulated earnings balance reflected in the accompanying consolidated balance sheets at December 31, 2017, including an $87.9 million impact of adoption effective
January 1, 2016 as well as the impact from restatements of full year statements of operations for the years ended December 31, 2017 and 2016 resulting in adjustments of $5.6
million and $1.1 million, respectively. The impact of the application of the new revenue recognition guidance resulted in an acceleration of revenues that were based, in part, on
future contingent events. For example, some leasing commission revenues in various countries where we operate were recognized earlier. Under former GAAP, a portion of
these lease commission revenues was deferred until a future contingency was
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resolved (e.g., tenant move-in or payment of first month’s rent). Under the new revenue guidance, our performance obligation will be typically satisfied at lease signing and
therefore the portion of the commission that is contingent on a future event has been recognized earlier if deemed probable that there will not be significant reversal in the
future. The acceleration of the timing of revenue recognition also resulted in the acceleration of expense recognition relating to direct commissions payable to brokers. In
addition, the acceleration of these revenues and expenses resulted in an increase in total assets and liabilities to reflect contract assets and accrued commissions payable.

We evaluated the impact of the updated principal versus agent guidance on our consolidated financial statements. Under former GAAP, certain third-party costs
associated with our facilities and project management contracts were accounted for on a net basis because the contracts include provisions such as “pay when paid” that mitigate
payment risk with respect to services provided by third parties to our clients. Under the new revenue recognition guidance, control of the services before transfer to the client is
the primary factor in determining principal versus agent assessments. Payment risk is no longer a determining factor under Topic 606. We have determined that we control the
services provided by third parties on behalf of certain of our facilities and project management clients. Accordingly, under the new guidance, we are accounting for the cost of
services provided by third parties and the related reimbursement revenue on a gross basis.

The following table presents the effects of the adoption of the new revenue recognition guidance on our consolidated balance sheet as of December 31, 2017 (dollars in
thousands):
 

  As Reported   

Adoption of
New Revenue
Recognition

Guidance   As Adjusted  
Receivables  $ 3,207,285   $ (94,996 )  $ 3,112,289  
Contract assets   —    273,053    273,053  
Total current assets   5,452,527    178,057    5,630,584  
Other assets, net   422,965    56,509    479,474  
Total assets   11,483,830    234,566    11,718,396  
Accounts payable and accrued expenses   1,674,287    (100,615 )   1,573,672  
Compensation and employee benefits payable   803,504    100,930    904,434  
Accrued bonus and profit sharing   1,072,976    5,369    1,078,345  
Contract liabilities   —    100,615    100,615  
Total current liabilities   4,606,645    106,299    4,712,944  
Deferred tax liabilities, net   114,017    33,201    147,218  
Total liabilities   7,404,282    139,500    7,543,782  
Accumulated earnings   3,348,385    94,622    3,443,007  
Accumulated other comprehensive loss   (552,858 )   444    (552,414 )
Total CBRE Group, Inc. stockholders' equity   4,019,430    95,066    4,114,496  
Total liabilities and equity   11,483,830    234,566    11,718,396
 

The following tables present the effects of the adoption of the new revenue recognition guidance on our consolidated statements of operations for the three and nine
months ended September 30, 2017 (dollars in thousands, except share amounts):
 

  Three Months Ended September 30, 2017  

  As Reported   

Adoption of
New Revenue
Recognition

Guidance   As Adjusted  
Revenue  $ 3,549,977   $ 1,088,619   $ 4,638,596  
Cost of services   2,513,377    1,084,902    3,598,279  
Operating, administrative and other   704,898    52    704,950  
Operating income   235,291    3,665    238,956  
Income before provision for income taxes   273,539    3,665    277,204  
Provision for income taxes   76,178    894    77,072  
Net income   197,361    2,771    200,132  
Net income attributable to CBRE Group, Inc.   196,317    2,771    199,088  
Earnings per share:             

Basic income per share  $ 0.58   $ 0.01   $ 0.59  
Diluted income per share   0.58    —    0.58
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  Nine Months Ended September 30, 2017  

  As Reported   

Adoption of
New Revenue
Recognition

Guidance   As Adjusted  
Revenue  $ 9,873,396   $ 3,255,737   $ 13,129,133  
Cost of services   6,919,018    3,235,278    10,154,296  
Operating, administrative and other   2,023,503    688    2,024,191  
Operating income   652,724    19,771    672,495  
Income before provision for income taxes   723,073    19,771    742,844  
Provision for income taxes   195,813    4,965    200,778  
Net income   527,260    14,806    542,066  
Net income attributable to CBRE Group, Inc.   523,079    14,806    537,885  
Earnings per share:             

Basic income per share  $ 1.55   $ 0.04   $ 1.59  
Diluted income per share   1.54    0.04    1.58

 

See Note 2 for further discussion of the effects of the adoption of ASU 2014-09 on our significant accounting policies.

In January 2016, the FASB issued ASU 2016‑01, “Financial Instruments – Overall (Subtopic 825-10): Recognition and Measurement of Financial Assets and
Financial Liabilities.”  This ASU 2016-01 states that entities will have to measure equity investments (except those accounted for under the equity method, those that result in
consolidation of the investee and certain other investments) at fair value and recognize any changes in fair value in net income. Under the new guidance, entities will measure
equity investments in the scope of the guidance at the end of each reporting period. We will no longer be able to classify equity investments as trading or available for sale, and
will no longer recognize unrealized holding gains and losses on equity securities previously classified as available for sale in other comprehensive income (loss). However, the
guidance for classifying and measuring investments in debt securities and loans is unchanged.  We adopted ASU 2016‑01 in the first quarter of 2018, which resulted in a
cumulative adjustment to accumulated earnings of $4.0 million on January 1, 2018, representing the accumulated unrealized gains (net of tax) reported in accumulated other
comprehensive loss for available for sale equity securities on December 31, 2017.

In August 2016, the FASB issued ASU 2016‑15, “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments.”  This ASU
addressed eight specific cash flow issues with the objective of reducing the existing diversity in practice. We adopted ASU 2016‑15 in the first quarter of 2018.  This resulted in
changes to our consolidated statement of cash flows included in the accompanying consolidated financial statements, including:

 • An accounting policy election was made in the first quarter of 2018 to classify distributions from all of our equity method investments based on the “nature of
distribution method”. Under this approach, we classify the distributions based on the nature of the activities of the investee that generated the
distribution.  This resulted in $138.3 million of distributions from equity method investments being reclassified from cash flows from investing activities to
cash flows from operating activities for the first nine months of 2017;

 

 • Purchase price payments made related to acquisitions more than three months after the acquisition closed are to be reflected as cash flows from financing
activities (assuming they do not exceed the amount recorded in the initial measurement period). If we record an increase to the estimated purchase price
liability post-measurement period, then such increase (i.e. amounts we pay out above and beyond initial estimate of liability) would get recorded as an
operating cash flow.  This resulted in $23.3 million of cash paid for acquisitions being reclassified from cash used in investing activities to cash used in
financing activities for the first nine months of 2017;

 

 • Payments for debt prepayment or debt extinguishment costs, including third-party costs, premiums paid, and other fees paid to lenders that are directly related
to the debt prepayment or debt extinguishment are to be reflected as cash used in financing activities. During the nine months ended September 30, 2018, we
paid a $20.0 million premium in connection with the early redemption of our 5.00% senior notes (see Note 9). Such premium has been reflected in cash used
in financing activities in the consolidated statement of cash flows for the nine months ended September 30, 2018.
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 In November 2016, the FASB issued ASU 2016‑18, “Statement of Cash Flows (Topic 230): Restricted Cash.”  This ASU requires that a statement of cash flows
explain the change during the period in the total of cash, cash equivalents, and amounts generally described as restricted cash. We adopted ASU 2016-18 in the first quarter of
2018 and, as a result, restricted cash has been included with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the
statement of cash flows.

Recent Accounting Pronouncements Pending Adoption

The FASB previously issued three ASUs related to leases. The ASUs issued were: (1) in February 2016, ASU 2016-02, “Leases (Topic 842)” , (2) in July 2018, ASU
2018-10, “Codification Improvements to Topic 842, Leases” and (3) in July 2018, ASU 2018-11 “Target Improvements.” ASU 2016-02 requires lessees to recognize most
leases on the balance sheet as liabilities, with corresponding right-of-use assets. For income statement recognition purposes, leases will be classified as either a finance or
operating lease in a manner similar to the requirements under the current lease accounting literature, but without relying upon the bright-line tests. The amendments in ASU
2018-10 affect narrow aspects of the guidance issued in the amendments in ASU 2016-02. The amendments in ASU 2018-11 provide an optional method for adopting the new
leasing guidance and provide lessors with a practical expedient to combine lease and associated non-lease components by class of underlying asset in contracts that meet certain
criteria. These ASUs are effective for annual periods in fiscal years beginning after December 15, 2018.  We plan to adopt these ASUs in the first quarter of 2019 by using the
optional transitional method with a cumulative-effect adjustment to the opening balance of retained earnings.  We have identified our lease populations and believe the adoption
of the ASUs will have a material impact on our financial statements. Furthermore, we have decided to elect certain practical expedients afforded by the ASUs, including the
expedient to forego separating lease and non-lease components in our lessee contracts, which will increase the magnitude of our balance sheet gross-up. While we continue to
validate our lease data, we are progressing with the implementation and testing of our lease accounting system. 

In June 2016, the FASB issued ASU 2016‑13, “Financial Instruments – Credit Losses (Topic 326):  Measurement of Credit Losses on Financial Instruments.”  This
ASU is intended to improve financial reporting by requiring timelier recording of credit losses on loans and other financial instruments held by financial institutions and other
organizations. This ASU is effective for fiscal years beginning after December 15, 2019, and interim periods within those years, with early adoption permitted. We are
evaluating the effect that ASU 2016‑13 will have on our consolidated financial statements and related disclosures.

In January 2017, the FASB issued ASU 2017‑04, “Intangibles – Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment.”  This ASU
eliminates Step 2 from the goodwill impairment test. This ASU also eliminates the requirements for any reporting unit with a zero or negative carrying amount to perform a
qualitative assessment. This ASU is effective for fiscal years beginning after December 15, 2019, and interim periods within those years, with early adoption permitted. We are
evaluating the effect that ASU 2017‑04 will have on our goodwill assessment process, but do not believe the adoption of ASU 2017‑04 will have a material impact on our
consolidated financial statements and related disclosures.

In March 2017, the FASB issued ASU 2017‑08, “Receivables – Nonrefundable Fees and Other Costs (Subtopic 310-20), Premium Amortization on Purchased
Callable Debt Securities.”  This ASU requires the premium to be amortized to the earliest call date. This ASU does not require an accounting change for securities held at a
discount; the discount continues to be amortized to maturity. This ASU is effective for fiscal years beginning after December 15, 2018, and interim periods within those years,
with early adoption permitted. We are evaluating the effect that ASU 2017‑08 will have on our consolidated financial statements and related disclosures.
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 In August 2017, the FASB issued ASU 2017‑12, “Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities.”  This ASU
refines and expands hedge accounting for both financial and commodity risks. This ASU is effective for fiscal years beginning after December 15, 2018, and interim periods
within those years, with early adoption permitted. We are evaluating the effect that ASU 2017‑12 will have on our consolidated financial statements and related disclosures.

In February 2018, the FASB issued ASU 2018‑02, “Income Statement—Reporting Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from
Accumulated Other Comprehensive Income.” This ASU provides an option to reclassify stranded tax effects within accumulated other comprehensive income to retained
earnings in each period in which the effect of the change in the U.S. federal corporate income tax rate in the Tax Act (or portion thereof) is recorded. This ASU is effective for
fiscal years beginning after December 15, 2018, and interim periods within those fiscal years, with early adoption permitted. We are evaluating the effect that ASU 2018‑02 will
have on our consolidated financial statements and related disclosures, but do not expect it to have a material impact.

In July 2018, the FASB issued ASU 2018‑09, “Codification Improvements.” The amendments in ASU 2018-09 represent changes to clarify, correct errors in, or make
minor improvements to the Codification, eliminating inconsistencies and providing clarifications in current guidance. This ASU is effective for fiscal years beginning after
December 15, 2018. We are evaluating the effect that ASU 2018‑09 will have on our consolidated financial statements and related disclosures, but do not expect it to have a
material impact.

In August 2018, the FASB issued ASU 2018‑13, “Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure Requirements for Fair
Value Measurement.” This ASU eliminates, adds and modifies certain disclosure requirements for fair value measurements. This ASU is effective for fiscal years beginning
after December 15, 2019, with early adoption permitted. As ASU 2018-13 only revises disclosure requirements, it will not have any impact on our consolidated financial
statements. We are evaluating the effect, if any, that ASU 2018‑13 will have on our disclosures.

In August 2018, the FASB issued ASU 2018‑14, “Compensation—Retirement Benefits—Defined Benefit Plans—General (Subtopic 715-20): Disclosure Framework
—Changes to the Disclosure Requirements for Defined Benefit Plans.” This ASU makes minor changes to the disclosure requirements for employers that sponsor defined
benefit pension or other postretirement plans. This ASU is effective for fiscal years ending after December 15, 2020, with early adoption permitted. As ASU 2018-14 only
revises disclosure requirements, it will not have any impact on our consolidated financial statements. We are evaluating the effect, if any, that ASU 2018‑14 will have on our
disclosures.

4. FacilitySource Acquisition

  On June 12, 2018, CBRE Jason Acquisition LLC (Merger Sub), our wholly-owned subsidiary, and FacilitySource Holdings, LLC (FacilitySource), WP X Finance,
LP and Warburg Pincus X Partners, LP (collectively, the Stockholders) entered into a stock purchase agreement and plan of merger (the Merger Agreement).  As part of the
Merger Agreement, (i) we purchased from the Stockholders all the outstanding shares of capital stock of FS WP Holdco, Inc (Blocker Corp), which owned 1,686,013 Class A
units (the Blocker Units) and (ii) immediately following the acquisition of Blocker Corp, Merger Sub merged with FacilitySource, with FacilitySource continuing as the
surviving company and our wholly-owned subsidiary within our Americas segment (the FacilitySource Acquisition), with the remaining Blocker Units not held by Blocker
Corp. cancelled and converted into the right to receive cash consideration as set forth in the Merger Agreement. The estimated net initial purchase price was approximately
$265.5 million, with $262.0 million paid in cash, plus adjustments for working capital and other items. We financed the transaction with cash on hand and borro  wings under
our revolving credit facility. We completed the FacilitySource Acquisition to help us (i) build a tech-enabled supply chain capability that is unique for the occupier outsourcing
industry and (ii) drive meaningfully differentiated outcomes for leading occupiers of real estate.
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 The following represents a summary of the excess purchase price over the estimated fair value of net assets acquired (dollars in thousands):
 

Estimated purchase price  $ 265,465  
Less: Estimated fair value of net assets acquired (see table below)   (47,118 )

Excess purchase price over estimated fair value of net assets
   acquired  $ 218,347

 
The preliminary purchase accounting related to the FacilitySource Acquisition has been recorded in the accompanying consolidated financial statements. The excess

purchase price over the estimated fair value of net assets acquired has been recorded to goodwill. The goodwill arising from the FacilitySource Acquisition consists largely of
the synergies and economies of scale expected from combining the operations acquired from FacilitySource with ours. We are currently assessing if any portion of the goodwill
recorded in connection with the FacilitySource Acquisition will be deductible for tax purposes. Given the complexity of the transaction, the calculation of the fair value of
certain assets and liabilities acquired, primarily intangible assets, computer software and income tax items, is still preliminary. The purchase price allocation is expected to be
completed as soon as practicable, but no later than one year from the acquisition date. The following table summarizes the aggregate estimated fair values of the assets acquired
and the liabilities assumed in the FacilitySource Acquisition (dollars in thousands):
 

Assets Acquired:     
Cash and cash equivalents  $ 2,627  
Receivables, net   37,902  
Prepaid expenses   477  
Property and equipment   54,730  
Other intangible assets   64,400  
Other assets   114  

Total assets acquired   160,250  
Liabilities Assumed:     

Accounts payable and accrued expenses   48,278  
Compensation and employee benefits payable   1,472  
Accrued bonus and profit sharing   5,036  
Line of credit and term loan   26,295  
Deferred tax liability   30,923  
Other liabilities   1,128  

Total liabilities assumed   113,132  
Estimated Fair Value of Net Assets Acquired  $ 47,118

The following is a summary of the preliminary estimate of the amortizable intangible assets and depreciable computer software acquired in connection with the
FacilitySource Acquisition (dollars in thousands):
 

        At September 30, 2018  

Asset Class  

Weighted
Average

Amortization/
Depreciation

Period  

Amount
Assigned at
Acquisition

Date   

Accumulated
Amortization

and
Depreciation   

Net Carrying
Value  

Intangibles:               
Trade name  20 years  $ 38,950   $ 568   $ 38,382  
Customer relationships  6.67 years   25,450    780    24,670  

Total amortizable intangible assets acquired  14.7 years  $ 64,400   $ 1,348   $ 63,052  
Property and Equipment:               

Computer software  10 years  $ 51,850   $ 1,512   $ 50,338

Upon close of the FacilitySource Acquisition, we immediately repaid the line of credit and term loan assumed from FacilitySource.
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 The accompanying consolidated statement of operations for the three months ended September 30, 2018 include revenue, an operating loss and a net loss of $54.9
million, ($2.2) million and ($1.6) million, respectively, and for the nine months ended September 30, 2018 include revenue, an operating loss and a net loss of $67.5 million,
($2.4) million and ($1.8) million, respectively, attributable to the FacilitySource Acquisition. This does not include direct transaction and integration costs of $4.4 million and
$4.6 million and depreciation and amortization expense of $2.3 million and $2.9 million, respectively, related to computer software and intangible assets acquired, all of which
were incurred during both the three and nine months ended September 30, 2018 in connection with the FacilitySource Acquisition.

Unaudited pro forma results, assuming the FacilitySource Acquisition had occurred as of January 1, 2017 for purposes of the pro forma disclosures for the three and
nine months ended September 30, 2018 and 2017, are presented below. They include certain adjustments for increased depreciation and amortization expense related to acquired
computer software and intangible assets as well as increased interest expense associated with borrowings under our revolving credit facility used to fund the acquisition, as
follows (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
Depreciation expense  $ —   $ 1,090   $ 2,377   $ 3,269  
Amortization expense   —    1,441    2,976    4,324  
Interest expense   —    1,525    2,769    4,574

Pro forma adjustments also include the removal of $4.4 million and $4.6 million of direct costs incurred by us during the three and nine months ended September 30,
2018, respectively, as well as the tax impact of all pro forma adjustments for all periods presented. These unaudited pro forma results have been prepared for comparative
purposes only and do not purport to be indicative of what operating results would have been had the FacilitySource Acquisition occurred on January 1, 2017 and may not be
indicative of future operating results (dollars in thousands, except share data):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
Revenue  $ 5,260,954   $ 4,675,977   $ 15,143,266   $ 13,421,277  
Operating income   194,155    231,975    623,771    651,553  
Net income attributable to CBRE Group, Inc.   293,726    193,666    663,247    521,621  
Basic income per share:                 

Net income per share attributable to CBRE Group,
   Inc.  $ 0.87   $ 0.57   $ 1.96   $ 1.55  
Weighted average shares outstanding for basic
   income per share   339,477,316    337,948,324    339,151,807    337,280,914  

Diluted income per share:                 
Net income per share attributable to CBRE Group,
   Inc.  $ 0.85   $ 0.57   $ 1.93   $ 1.53  
Weighted average shares outstanding for diluted
   income per share   343,733,947    341,186,431    343,267,240    340,502,432

 
5.  Warehouse Receivables & Warehouse Lines of Credit

 Our wholly-owned subsidiary CBRE Capital Markets, Inc. (CBRE Capital Markets) is a Federal Home Loan Mortgage Corporation (Freddie Mac) approved
Multifamily Program Plus Seller/Servicer and an approved Federal National Mortgage Association (Fannie Mae) Aggregation and Negotiated Transaction Seller/Servicer. In
addition, CBRE Capital Markets’ wholly-owned subsidiary CBRE Multifamily Capital, Inc. (CBRE MCI) is an approved Fannie Mae Delegated Underwriting and Servicing
(DUS) Seller/Servicer and CBRE Capital Markets’ wholly-owned subsidiary CBRE HMF, Inc. (CBRE HMF) is a U.S. Department of Housing and Urban Development (HUD)
approved Non-Supervised Federal Housing Authority (FHA) Title II Mortgagee, an approved Multifamily Accelerated Processing (MAP) lender and an approved Government
National Mortgage Association (Ginnie Mae) issuer of mortgage-backed securities (MBS). Under these arrangements, before loans are originated through proceeds from
warehouse lines of credit, we obtain either a contractual loan purchase commitment from either
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Freddie Mac or Fannie Mae or a confirmed forward trade commitment for the issuance and purchase of a Fannie Mae or Ginnie Mae MBS that will be secured by the loans. The
warehouse lines of credit are generally repaid within a one-month period when Freddie Mac or Fannie Mae buys the loans or upon settlement of the Fannie Mae or Ginnie Mae
MBS, while we retain the servicing rights. Loans are funded at the prevailing market rates. We elect the fair value option for all warehouse receivables. At September 30, 2018
and December 31, 2017, all of the warehouse receivables included in the accompanying consolidated balance sheets were either under commitment to be purchased by Freddie
Mac or had confirmed forward trade commitments for the issuance and purchase of Fannie Mae or Ginnie Mae mortgage-backed securities that will be secured by the
underlying loans.

A rollforward of our warehouse receivables is as follows (dollars in thousands):
 

Beginning balance at December 31, 2017  $ 928,038  
Origination of mortgage loans   13,979,299  
Gains (premiums on loan sales)   38,963  
Proceeds from sale of mortgage loans:     

Sale of mortgage loans   (13,312,627 )
Cash collections of premiums on loan sales   (38,963 )

Proceeds from sale of mortgage loans   (13,351,590 )
Net increase in mortgage servicing rights included in warehouse receivables   3,311  

Ending balance at September 30, 2018  $ 1,598,021
 

The following table is a summary of our warehouse lines of credit in place as of September 30, 2018 and December 31, 2017 (dollars in thousands):
 

      September 30, 2018   December 31, 2017  
      Maximum       Maximum      

Lender  
Current
Maturity  Pricing  

Facility
Size   

Carrying
Value   

Facility
Size   

Carrying
Value  

JP Morgan Chase Bank, N.A. (JP Morgan) (1)  10/23/2018  daily one-month LIBOR plus 1.45%  $ 1,000,000   $ 870,446   $ 1,000,000   $ 192,180  
JP Morgan (2)  10/23/2018  daily one-month LIBOR plus 2.75%   25,000    —    25,000    5,800  
Fannie Mae Multifamily As Soon As
   Pooled Plus Agreement and Multifamily
   As Soon As Pooled Sale Agreement
   (ASAP) Program

 Cancelable
anytime

 daily one-month LIBOR plus 1.35%,
with a LIBOR floor of 0.35%

 

 450,000    34,655    450,000    205,827  
TD Bank, N.A. (TD Bank) (3)  6/30/2019  daily one-month LIBOR plus 1.20%   400,000    296,487    800,000    225,416  
Bank of America, N.A. (BofA) (4)  6/4/2019  daily one-month LIBOR plus 1.30%   225,000    220,348    337,500    130,443  
Capital One, N.A. (Capital One) (5)  7/27/2019  daily one-month LIBOR plus 1.35%   200,000    157,804    387,500    151,100  
      $ 2,300,000   $ 1,579,740   $ 3,000,000   $ 910,766
 

(1) In October 2018, the maximum facility size was increased to $1,010.0 million, the interest rate was changed to daily one-month LIBOR plus 1.30% and the maturity date was extended to October
21, 2019.

(2) In October 2018, the maximum facility size was reduced to $15.0 million and the maturity date was extended to October 21, 2019.
(3) Line was temporarily increased from $400.0 million to $800.0 million to accommodate 2017 year-end volume. Maximum facility reverted to $400.0 million on February 1, 2018. During July

2018, to accommodate increased volume, line was again temporarily increased to $800.0 million, reduced to $625.0 million on September 21, 2018, and reverted to $400.0 million on September
30, 2018. Our arrangement with TD Bank allows us to increase or decrease the line with a two-week notice.

(4) Line was temporarily increased from $225.0 million to $337.5 million to accommodate 2017 year-end volume. Maximum facility reverted back to $225.0 million on January 27, 2018. Effective
July 2, 2018, line was temporarily increased from $225.0 million to $337.5 million to accommodate projected volume in July. Maximum facility reverted to $225.0 million on August 18, 2018.

(5) Line was temporarily increased from $200.0 million to $387.5 million to accommodate 2017 year-end volume. Maximum facility reverted back to $200.0 million on January 9, 2018. During July
2018, to accommodate increased volume, the line was temporarily increased from $200.0 million to $375.0 million, and reverted to $200.0 million on September 21, 2018. 

During the nine months ended September 30, 2018, we had a maximum of $2.3 billion of warehouse lines of credit principal outstanding.
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6.  Variable Interest Entities (VIEs)

We hold variable interests in certain VIEs in our Global Investment Management and Development Services segments which are not consolidated as it was determined
that we are not the primary beneficiary. Our involvement with these entities is in the form of equity co-investments and fee arrangements.

As of September 30, 2018 and December 31, 2017, our maximum exposure to loss related to VIEs which are not consolidated was as follows (dollars in thousands):
 

  September 30,   December 31,  
  2018   2017  
Investments in unconsolidated subsidiaries  $ 23,996   $ 26,273  
Co-investment commitments   22,262    2,364  
Other current assets   3,715    3,401  

Maximum exposure to loss  $ 49,973   $ 32,038
 

 
7. Fair Value Measurements

Topic 820 of the FASB Accounting Standards Codification defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date. Topic 820 also
establishes a three-level fair value hierarchy that prioritizes the inputs used to measure fair value. This hierarchy requires entities to maximize the use of observable inputs and
minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as follows:

 • Level 1 – Quoted prices in active markets for identical assets or liabilities.

 • Level 2 – Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and liabilities in active markets; quoted
prices for identical or similar assets and liabilities in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data.

 • Level 3 – Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities. This
includes certain pricing models, discounted cash flow methodologies and similar techniques that use significant unobservable inputs.

There were no significant transfers in or out of Level 1 and Level 2 during the three and nine months ended September 30, 2018 and 2017. There have been no
significant changes to the valuation techniques and inputs used to develop the recurring fair value measurements from those disclosed in our 2017 Annual Report.
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 The following tables present the fair value of assets and liabilities measured at fair value on a recurring basis as of September 30, 2018 and December 31, 2017
(dollars in thousands):
 

  As of September 30, 2018  
  Fair Value Measured and Recorded Using      
  Level 1   Level 2   Level 3   Total  

Assets                 
Available for sale debt securities:                 

U.S. treasury securities  $ 3,650   $ —   $ —   $ 3,650  
Debt securities issued by U.S. federal agencies   —    10,459    —    10,459  
Corporate debt securities   —    26,846    —    26,846  
Asset-backed securities   —    4,694    —    4,694  
Collateralized mortgage obligations   —    2,256    —    2,256  

Total available for sale debt securities   3,650    44,255    —    47,905  
Equity securities   148,778    —    —    148,778  
Warehouse receivables   —    1,598,021    —    1,598,021  

Total assets at fair value  $ 152,428   $ 1,642,276   $ —   $ 1,794,704  
Liabilities                 
Interest rate swaps  $ —   $ 1,370   $ —   $ 1,370  
Securities sold, not yet purchased   3,529    —    —    3,529  

Total liabilities at fair value  $ 3,529   $ 1,370   $ —   $ 4,899
 

  As of December 31, 2017  
  Fair Value Measured and Recorded Using      
  Level 1   Level 2   Level 3   Total  

Assets                 
Available for sale debt securities:                 

U.S. treasury securities  $ 3,820   $ —   $ —   $ 3,820  
Debt securities issued by U.S. federal agencies   —    4,901    —    4,901  
Corporate debt securities   —    20,023    —    20,023  
Asset-backed securities   —    3,577    —    3,577  
Collateralized mortgage obligations   —    2,366    —    2,366  

Total available for sale debt securities   3,820    30,867    —    34,687  
Equity securities   133,595    —    —    133,595  
Warehouse receivables   —    928,038    —    928,038  

Total assets at fair value  $ 137,415   $ 958,905   $ —   $ 1,096,320  
Liabilities                 
Interest rate swaps  $ —   $ 4,766   $ —   $ 4,766  
Securities sold, not yet purchased   3,431    —    —    3,431  
Foreign currency exchange forward contracts   —    55    —    55  

Total liabilities at fair value  $ 3,431   $ 4,821   $ —   $ 8,252
 

 During the three and nine months ended September 30, 2018, we recorded a gain of $92.6 million associated with remeasuring our 50% investment in a previously
unconsolidated subsidiary in New England to fair value as of the date we acquired the remaining 50% controlling interest. Fair value of this investment in unconsolidated
subsidiary at acquisition date was $110.1 million, based upon the purchase price paid for the remaining 50% interest acquired, excluding the estimated control premium paid,
which falls under Level 3 of the fair value hierarchy. Such gain was reflected in other income in our Americas segment in the accompanying consolidated statements of
operations for both the three and nine months ended September 30, 2018.  

 
There were no significant non-recurring fair value measurements recorded during the three and nine months ended September 30, 2017.
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 FASB ASC Topic 825, “Financial Instruments” requires disclosure of fair value information about financial instruments, whether or not recognized in the
accompanying consolidated balance sheets. Our financial instruments are as follows:

 • Cash and Cash Equivalents and Restricted Cash – These balances include cash and cash equivalents as well as restricted cash with maturities of less than
three months. The carrying amount approximates fair value due to the short-term maturities of these instruments.

 • Receivables, less Allowance for Doubtful Accounts – Due to their short-term nature, fair value approximates carrying value.

 • Warehouse Receivables – These balances are carried at fair value based on market prices at the balance sheet date.

 • Debt & Equity Securities – These investments are carried at their fair value.

 • Foreign Currency Exchange Forward Contracts – These assets and liabilities are carried at their fair value as calculated by using widely accepted valuation
techniques including discounted cash flow analysis on the expected cash flows of each derivative.

 • Securities Sold, not yet Purchased – These liabilities are carried at their fair value.

 • Short-Term Borrowings – The majority of this balance represents outstanding amounts under our warehouse lines of credit of our wholly-owned subsidiary,
CBRE Capital Markets, and our revolving credit facility. Due to the short-term nature and variable interest rates of these instruments, fair value approximates
carrying value (see Notes 5 and 9).

 • Senior Term Loans – Based upon information from third-party banks (which falls within Level 2 of the fair value hierarchy), the estimated fair value of our
senior term loans was approximately $747.7 million at September 30, 2018 and $199.9 million at December 31, 2017. Their actual carrying value, net of
unamortized debt issuance costs, totaled $744.1 million and $193.5 million at September 30, 2018 and December 31, 2017, respectively (see Note 9).

 • Interest Rate Swaps – These liabilities are carried at their fair value as calculated by using widely-accepted valuation techniques including discounted cash
flow analysis on the expected cash flows of each derivative.

 • Senior Notes – Based on dealers’ quotes (which falls within Level 2 of the fair value hierarchy), the estimated fair values of our 4.875% senior notes and
5.25% senior notes were $612.9 million and $443.1 million, respectively, at September 30, 2018 and $645.7 million and $468.0 million, respectively, at
December 31, 2017. The actual carrying value of our 4.875% senior notes and 5.25% senior notes, net of unamortized debt issuance costs as well as
unamortized discount or premium, if applicable, totaled $592.6 million and $422.6 million, respectively, at September 30, 2018 and $592.0 million and
$422.4 million, respectively, at December 31, 2017. In March 2018, we redeemed our 5.00% senior notes in full (see Note 9). At December 31, 2017, the
estimated fair value (based on dealers’ quotes) and actual carrying value (net of unamortized debt issuance costs) of our 5.00% senior notes was $823.8
million and $791.7 million, respectively.

 
8. Investments in Unconsolidated Subsidiaries

Investments in unconsolidated subsidiaries are accounted for under the equity method of accounting. Our investment ownership percentages in equity method
investments vary, generally ranging up to 5.0% in our Global Investment Management segment, up to 10.0% in our Development Services segment, and up to 50.0% in our
other business segments.
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 Combined condensed financial information for the entities accounted for using the equity method is as follows (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
Global Investment Management                 

Revenue  $ 305,829   $ 308,221   $ 931,116   $ 813,279  
Operating income (loss)   329,982    (59,677 )   607,344    32,211  
Net income   281,580    36,937    454,871    101,334  

Development Services                 
Revenue  $ 34,582   $ 29,273   $ 88,587   $ 78,276  
Operating income   188,470    152,102    271,607    329,959  
Net income   170,387    141,489    240,700    307,641  

Other                 
Revenue  $ 52,534   $ 46,648   $ 161,471   $ 116,651  
Operating income   4,537    6,504    16,427    17,483  
Net income   3,920    7,868    16,140    21,526  

Total                 
Revenue  $ 392,945   $ 384,142   $ 1,181,174   $ 1,008,206  
Operating income   522,989    98,929    895,378    379,653  
Net income   455,887    186,294    711,711    430,501

 
9. Long-Term Debt and Short-Term Borrowings

Long-Term Debt

Long-term debt consists of the following (dollars in thousands):
 

  September 30,   December 31,  
  2018   2017  
Senior term loans, with interest ranging from 2.51% to 3.15%, due quarterly through 2022  $ 750,000   $ 200,000  
4.875% senior notes due in 2026, net of unamortized discount   596,556    596,273  
5.25% senior notes due in 2025, net of unamortized premium   426,180    426,317  
5.00% senior notes, redeemed in full in March 2018   —    800,000  
Other   4,737    8  

Total long-term debt   1,777,473    2,022,598  
Less: current maturities of long-term debt   (3,988 )   (8 )
Less: unamortized debt issuance costs   (13,482 )   (22,987 )

Total long-term debt, net of current maturities  $ 1,760,003   $ 1,999,603
 

We maintain credit facilities with third-party lenders, which we use for a variety of purposes. On October 31, 2017, CBRE Services, Inc. (CBRE Services), our
wholly-owned subsidiary, entered into a Credit Agreement (the 2017 Credit Agreement), which refinanced and replaced our prior credit agreement (the 2015 Credit
Agreement). We used $200.0 million of borrowings from the tranche A term loan facility and $83.0 million of revolving credit facility borrowings under the 2017 Credit
Agreement, in addition to cash on hand, to repay all amounts outstanding under the 2015 Credit Agreement.

The 2017 Credit Agreement is a senior unsecured credit facility that is jointly and severally guaranteed by us and certain of our subsidiaries. As of September 30,
2018, the 2017 Credit Agreement provided for the following: (1) a $2.8 billion revolving credit facility, which includes the capacity to obtain letters of credit and swingline
loans and matures on October 31, 2022 and (2) a $750.0 million delayed draw tranche A term loan facility, requiring  quarterly principal payments, which began on March 5,
2018 and continue through maturity on October 31, 2022, provided that in the event that our leverage ratio (as defined in the 2017 Credit Agreement) is less than or equal to
2.50 to 1.00 on the last day of the fiscal quarter immediately preceding any such payment date, no such quarterly principal payment shall be required on such date.
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  On March 14, 2013, CBRE Services issued $800.0 million in aggregate principal amount of 5.00% senior notes due March 15, 2023. The 5.00% senior notes were
unsecured obligations of CBRE Services, senior to all of its current and future subordinated indebtedness, but effectively subordinated to all of its current and future secured
indebtedness. The 5.00% senior notes were jointly and severally guaranteed on a senior basis by us and each domestic subsidiary of CBRE Services that guaranteed our 2017
Credit Agreement. Interest accrued at a rate of 5.00% per year and was payable semi-annually in arrears on March 15 and Septe mber 15. The 5.00% senior notes were
redeemable at our option, in whole or in part, on March 15, 2018 at a redemption price of 102.5% of the principal amount on that date. We redeemed these notes in full on
March 15, 2018 and incurred charges of $28.0 million, including a premium of $20.0 million and the write-off of $8.0 million of unamortized deferred financing costs. We
funded this redemption with $550.0 million of borrowings from our tranche A term loan facility and borrowings from our revolving credit facility under our 2017 Credit
Agreement. The amount of the 5.00% senior notes, net of unamortized debt issuance costs, included in the accompanying consolidated balance sheets was $791.7 million at
December 31, 2017.

The indentures governing our 4.875% senior notes and 5.25% senior notes contain restrictive covenants that, among other things, limit our ability to create or permit
liens on assets securing indebtedness, enter into sale/leaseback transactions and enter into consolidations or mergers. In addition, our 2017 Credit Agreement also requires us to
maintain a minimum coverage ratio of consolidated EBITDA (as defined in the 2017 Credit Agreement) to consolidated interest expense of 2.00x and a maximum leverage ratio
of total debt less available cash to consolidated EBITDA (as defined in the 2017 Credit Agreement) of 4.25x (and in the case of the first four full fiscal quarters following
consummation of a qualified acquisition (as defined in the 2017 Credit Agreement), 4.75x) as of the end of each fiscal quarter. On this basis, our coverage ratio of consolidated
EBITDA to consolidated interest expense was 18.62x for the trailing twelve months ended September 30, 2018, and our leverage ratio of total debt less available cash to
consolidated EBITDA was 0.79x as of September 30, 2018.

Short-Term Borrowings

Revolving Credit Facility

As of September 30, 2018, $141.0 million was outstanding under the revolving credit facility. In addition, as of September 30, 2018, letters of credit totaling $2.0
million were outstanding under our revolving credit facility under our 2017 Credit Agreement. These letters of credit, which reduce the amount we may borrow under the
revolving credit facility, were primarily issued in the ordinary course of business. As of December 31, 2017, no amounts were outstanding under the revolving credit facility
other than letters of credit totaling $2.0 million.

Warehouse Lines of Credit

CBRE Capital Markets has warehouse lines of credit with third-party lenders for the purpose of funding mortgage loans that will be resold, and a funding arrangement
with Fannie Mae for the purpose of selling a percentage of certain closed multifamily loans to Fannie Mae. These warehouse lines are recourse only to CBRE Capital Markets
and are secured by our related warehouse receivables. See Note 5 for additional information.
 
10. Commitments and Contingencies

We are a party to a number of pending or threatened lawsuits arising out of, or incident to, our ordinary course of business. We believe that any losses in excess of the
amounts accrued therefor as liabilities on our financial statements are unlikely to be significant, but litigation is inherently uncertain and there is the potential for a material
adverse effect on our financial statements if one or more matters are resolved in a particular period in an amount materially in excess of what we anticipated.
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 In January 2008, CBRE MCI, a wholly-owned subsidiary of CBRE Capital Markets, entered into an agreement with Fannie Mae under Fannie Mae’s Delegated
Underwriting and Servicing Lender Program (DUS Program), to provide financing for multifamily housing with five or more units. Under the DUS Program, CBRE MCI
originates, underwrites, closes and services loans without prior approval by Fannie Mae, and typically, is subject to sharing up to one-third of any losses on loans originated
under the DUS Program. CBRE MCI has funded loans subject to such loss sharing arrangements with unpaid principal balances of $22.4 billion at September 30, 2018. CBRE
MCI, under its agreement with Fannie Mae, must post cash reserves or other acceptable collateral under formulas established by Fannie Mae to provide for sufficient capital in
the event losses occur. As of September 30, 2018 and December 31, 2017, CBRE MCI had a $64.0 milli on and a $58.0 million, respectively, letter of credit under this reserve
arrangement, and had recorded a liability of approximately $35.5 million and $32.9 million, respectively, for its loan loss guarantee obligation under such arrangement. Fannie
Mae’s recourse under the DUS Program is limited to the assets of CBRE MCI, which assets totaled approximately $717.6 million (including $471.9 million of warehouse
receivables, a substantial majority of which are pledged against warehouse lines of credit and are therefore not available to Fannie Mae) at September 30, 2018.

CBRE Capital Markets participates in Freddie Mac’s Multifamily Small Balance Loan (SBL) Program. Under the SBL program, CBRE Capital Markets has certain
repurchase and loss reimbursement obligations. These obligations are for the period from origination of the loan to the securitization date. CBRE Capital Markets must post a
cash reserve or other acceptable collateral to provide for sufficient capital in the event the obligations are triggered. As of September 30, 2018 and December 31, 2017, CBRE
Capital Markets had posted a $5.0 million letter of credit under this reserve arrangement.

We had outstanding letters of credit totaling $75.2 million as of September 30, 2018, excluding letters of credit for which we have outstanding liabilities already
accrued on our consolidated balance sheet related to our subsidiaries’ outstanding reserves for claims under certain insurance programs as well as letters of credit related to
operating leases. The CBRE Capital Markets letters of credit totaling $69.0 million as of September 30, 2018 referred to in the preceding paragraphs represented the majority of
the $75.2 million outstanding letters of credit as of such date. The remaining letters of credit are primarily executed by us in the ordinary course of business and expire at
varying dates through September 2019.

We had guarantees totaling $55.7 million as of September 30, 2018, excluding guarantees related to pension liabilities, consolidated indebtedness and other
obligations for which we have outstanding liabilities already accrued on our consolidated balance sheet, and excluding guarantees related to operating leases. The $55.7 million
primarily represents guarantees executed by us in the ordinary course of business, including various guarantees of management and vendor contracts in our operations overseas,
which expire at the end of each of the respective agreements.

In addition, as of September 30, 2018, we had issued numerous non-recourse carveout, completion and budget guarantees relating to development projects for the
benefit of third parties. These guarantees are commonplace in our industry and are made by us in the ordinary course of our Development Services business. Non-recourse
carveout guarantees generally require that our project-entity borrower not commit specified improper acts, with us potentially liable for all or a portion of such entity’s
indebtedness or other damages suffered by the lender if those acts occur. Completion and budget guarantees generally require us to complete construction of the relevant project
within a specified timeframe and/or within a specified budget, with us potentially being liable for costs to complete in excess of such timeframe or budget. However, we
generally use “guaranteed maximum price” contracts with reputable, bondable general contractors with respect to projects for which we provide these guarantees. These
contracts are intended to pass the risk to such contractors. While there can be no assurance, we do not expect to incur any material losses under these guarantees.

An important part of the strategy for our Global Investment Management business involves investing our capital in certain real estate investments with our clients.
These co-investments generally total up to 2.0% of the equity in a particular fund. As of September 30, 2018, we had aggregate commitments of $51.7 million to fund future co-
investments.
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 Additionally, an important part of our Development Services business strategy is to invest in unconsolidated real estate subsidiaries as a principal (in most cases co-
investing with our clients). As of September 30, 2018, we had committed to fund $23.6 million of additional capital to these unconsolidated subsidiaries.
 
11.   Income Per Share Information

The calculations of basic and diluted income per share attributable to CBRE Group, Inc. shareholders are as follows (dollars in thousands, except share data): 
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
      (As Adjusted) (1)       (As Adjusted) (1)  
Basic Income Per Share                 

Net income attributable to CBRE Group, Inc. shareholders  $ 290,469   $ 199,088   $ 669,424   $ 537,885  
Weighted average shares outstanding for basic income per share   339,477,316    337,948,324    339,151,807    337,280,914  
Basic income per share attributable to CBRE Group, Inc.
   shareholders  $ 0.86   $ 0.59   $ 1.97   $ 1.59  

Diluted Income Per Share                 
Net income attributable to CBRE Group, Inc. shareholders  $ 290,469   $ 199,088   $ 669,424   $ 537,885  
Weighted average shares outstanding for diluted income
   per share:                 

Weighted average shares outstanding for basic income
   per share   339,477,316    337,948,324    339,151,807    337,280,914  
Dilutive effect of contingently issuable shares   4,256,631    3,236,525    4,114,910    3,217,594  
Dilutive effect of stock options   —    1,582    523    3,924  

Weighted average shares outstanding for diluted income
   per share   343,733,947    341,186,431    343,267,240    340,502,432  
Diluted income per share attributable to CBRE Group, Inc.
   shareholders  $ 0.85   $ 0.58   $ 1.95   $ 1.58

 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.

For the three and nine months ended September 30, 2018, 34,470 and 28,922, respectively, of contingently issuable shares were excluded from the computation of
diluted income per share because their inclusion would have had an anti-dilutive effect.

For the three and nine months ended September 30, 2017, 384,775 and 1,141,522, respectively, of contingently issuable shares were excluded from the computation of
diluted income per share because their inclusion would have had an anti-dilutive effect.
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12.  Revenue from Contracts with Customers

Disaggregated Revenue

The following tables represent a disaggregation of revenue from contracts with customers for the three and nine months ended September 30, 2018 and 2017 by type
of service and/or region (dollars in thousands):
 

  Three Months Ended September 30, 2018  

  Americas   EMEA   APAC   

Global
Investment

Management   
Development

Services   Consolidated  
Topic 606 Revenue:                         

Occupier outsourcing  $ 1,964,677   $ 993,268   $ 256,835   $ —   $ —   $ 3,214,780  
Leasing   598,384    123,339    99,416    —    1,902    823,041  
Sales   294,884    103,664    73,997    —    95    472,640  
Property management   171,824    59,459    69,469    —    2,718    303,470  
Valuation   64,585    43,210    26,744    —    —    134,539  
Commercial mortgage origination (1)   28,294    516    829    —    —    29,639  
Investment management   —    —    —    93,061    —    93,061  
Development services   —    —    —    —    21,038    21,038  

Topic 606 Revenue   3,122,648    1,323,456    527,290    93,061    25,753    5,092,208  
Out of Scope of Topic 606 Revenue:                         

Commercial mortgage origination   102,148    —    —    —    —    102,148  
Loan servicing   43,893    2,387    186    —    —    46,466  
Other revenue   12,033    5,593    2,506    —    —    20,132  

Total Out of Scope of Topic 606 Revenue   158,074    7,980    2,692    —    —    168,746  
Total revenue  $ 3,280,722   $ 1,331,436   $ 529,982   $ 93,061   $ 25,753   $ 5,260,954

 
 

  Three Months Ended September 30, 2017 (As Adjusted) (2)  

  Americas   EMEA   APAC   

Global
Investment

Management   
Development

Services   Consolidated  
Topic 606 Revenue:                         

Occupier outsourcing  $ 1,764,103   $ 787,466   $ 240,667   $ —   $ —   $ 2,792,236  
Leasing   506,366    105,368    88,506    —    559    700,799  
Sales   290,168    83,937    80,966    —    270    455,341  
Property management   162,670    62,606    60,907    —    2,337    288,520  
Valuation   59,009    39,462    28,515    —    —    126,986  
Commercial mortgage origination (1)   23,498    778    535    —    —    24,811  
Investment management   —    —    —    92,122    —    92,122  
Development services   —    —    —    —    12,945    12,945  

Topic 606 Revenue   2,805,814    1,079,617    500,096    92,122    16,111    4,493,760  
Out of Scope of Topic 606 Revenue:                         

Commercial mortgage origination   83,607    —    —    —    —    83,607  
Loan servicing   36,021    2,315    —    —    —    38,336  
Other revenue   14,190    6,767    1,936    —    —    22,893  

Total Out of Scope of Topic 606 Revenue   133,818    9,082    1,936    —    —    144,836  
Total revenue  $ 2,939,632   $ 1,088,699   $ 502,032   $ 92,122   $ 16,111   $ 4,638,596

 
 

(1) We earn fees for arranging financing for borrowers with third-party lender contacts. Such fees are in scope of Topic 606.
(2) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes

2 and 3 for more information.
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  Nine Months Ended September 30, 2018  

  Americas   EMEA   APAC   

Global
Investment

Management   
Development

Services   Consolidated  
Topic 606 Revenue:                         

Occupier outsourcing  $ 5,682,409   $ 2,882,350   $ 787,667   $ —   $ —   $ 9,352,426  
Leasing   1,535,242    330,223    271,181    —    2,861    2,139,507  
Sales   832,195    279,985    202,115    —    513    1,314,808  
Property management   517,995    178,376    208,965    —    6,379    911,715  
Valuation   187,997    127,529    83,598    —    —    399,124  
Commercial mortgage origination (1)   77,211    2,953    1,223    —    —    81,387  
Investment management   —    —    —    315,698    —    315,698  
Development services   —    —    —    —    57,733    57,733  

Topic 606 Revenue   8,833,049    3,801,416    1,554,749    315,698    67,486    14,572,398  
Out of Scope of Topic 606 Revenue:                         

Commercial mortgage origination   277,508    —    —    —    —    277,508  
Loan servicing   124,746    7,035    407    —    —    132,188  
Other revenue   36,070    19,691    8,485    —    —    64,246  

Total Out of Scope of Topic 606 Revenue   438,324    26,726    8,892    —    —    473,942  
Total revenue  $ 9,271,373   $ 3,828,142   $ 1,563,641   $ 315,698   $ 67,486   $ 15,046,340

 
 

  Nine Months Ended September 30, 2017 (As Adjusted) (2)  

  Americas   EMEA   APAC   

Global
Investment

Management   
Development

Services   Consolidated  
Topic 606 Revenue:                         

Occupier outsourcing  $ 5,170,579   $ 2,181,050   $ 683,366   $ —   $ —   $ 8,034,995  
Leasing   1,350,439    268,375    230,640    —    739    1,850,193  
Sales   785,674    245,292    211,437    —    965    1,243,368  
Property management   485,183    176,595    172,146    —    7,345    841,269  
Valuation   177,789    109,200    86,220    —    —    373,209  
Commercial mortgage origination (1)   73,199    4,583    1,989    —    —    79,771  
Investment management   —    —    —    274,451    —    274,451  
Development services   —    —    —    —    38,245    38,245  

Topic 606 Revenue   8,042,863    2,985,095    1,385,798    274,451    47,294    12,735,501  
Out of Scope of Topic 606 Revenue:                         

Commercial mortgage origination   217,881    —    —    —    —    217,881  
Loan servicing   106,745    7,873    —    —    —    114,618  
Other revenue   38,272    16,382    6,479    —    —    61,133  

Total Out of Scope of Topic 606 Revenue   362,898    24,255    6,479    —    —    393,632  
Total revenue  $ 8,405,761   $ 3,009,350   $ 1,392,277   $ 274,451   $ 47,294   $ 13,129,133

 

(1) We earn fees for arranging financing for borrowers with third-party lender contacts. Such fees are in scope of Topic 606.
(2) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes

2 and 3 for more information.

 Contract Assets and Liabilities

We had contract assets totaling $220.8 million ($159.9 million of which was current) and $330.9 million ($273.1 million of which was current) as of September 30,
2018 and December 31, 2017, respectively. During the nine months ended September 30, 2018, our contract assets decreased by $110.1 million, primarily due to contract assets
moving to accounts receivable in our occupier outsourcing business (due to at-risk and incentive fees becoming billable per the contract terms) and in our leasing business
(billing of commissions).

We had contract liabilities totaling $97.3 million ($86.8 million of which was current) and $100.6 million (all of which was current) as of September 30, 2018 and
December 31, 2017, respectively. During the nine months ended September 30, 2018, we recognized revenue of $78.1 million that was included in the contract liability balance
at December 31, 2017.
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 Contract Costs

Within our Occupier Outsourcing business line, we incur transition costs to fulfil contracts prior to services being rendered. We capitalized $10.5 million and $33.5
million, respectively, of transition costs during the three and nine months ended September 30, 2018, and $6.9 million and $21.6 million, respectively, of transition costs during
the three and nine months ended September 30, 2017. We recorded amortization of transition costs of $5.4 million and $17.6 million, respectively, during the three and nine
months ended September 30, 2018 and $5.2 million and $12.4 million, respectively, during the three and nine months ended September 30, 2017. No impairment loss in relation
to the costs capitalized was recorded during the three and nine months ended September 30, 2018 or 2017.
 
13. Segments

We report our operations through the following segments: (1) Americas; (2) Europe, Middle East and Africa (EMEA); (3) Asia Pacific; (4) Global Investment
Management; and (5) Development Services.

Summarized financial information by segment is as follows (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  

      (As Adjusted) (1)       (As Adjusted) (1)  
Revenue                 

Americas  $ 3,280,722   $ 2,939,632   $ 9,271,373   $ 8,405,761  
EMEA   1,331,436    1,088,699    3,828,142    3,009,350  
Asia Pacific   529,982    502,032    1,563,641    1,392,277  
Global Investment Management   93,061    92,122    315,698    274,451  
Development Services   25,753    16,111    67,486    47,294  

Total revenue  $ 5,260,954   $ 4,638,596   $ 15,046,340   $ 13,129,133  
Adjusted EBITDA                 

Americas  $ 255,813   $ 239,061   $ 740,009   $ 697,997  
EMEA   78,671    72,145    182,136    177,893  
Asia Pacific   41,393    43,307    118,134    111,139  
Global Investment Management   10,555    23,202    56,148    72,971  
Development Services   76,976    37,524    154,095    87,102  

Total Adjusted EBITDA  $ 463,408   $ 415,239   $ 1,250,522   $ 1,147,102
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.

Adjusted EBITDA is the measure reported to the chief operating decision maker for purposes of making decisions about allocating resources to each segment and
assessing performance of each segment. EBITDA represents earnings before net interest expense, write-off of financing costs on extinguished debt, income taxes, depreciation
and amortization. Amounts shown for adjusted EBITDA further remove (from EBITDA) the impact of certain cash and non-cash items related to acquisitions, costs associated
with our planned reorganization, certain carried interest incentive compensation reversal to align with the timing of associated revenue and other non-recurring costs.
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 Adjusted EBITDA is calculated as follows (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  

      (As Adjusted) (1)       (As Adjusted) (1)  
Net income attributable to CBRE Group, Inc.  $ 290,469   $ 199,088   $ 669,424   $ 537,885  
Add:                 

Depreciation and amortization   113,484    102,591    335,048    297,014  
Interest expense   26,651    34,483    82,394    103,923  
Write-off of financing costs on extinguished debt   —    —    27,982    —  
Provision for income taxes   94,963    77,072    211,446    200,778  

Less:                 
Interest income   1,231    3,129    6,341    6,967  

EBITDA   524,336    410,105    1,319,953    1,132,633  
Adjustments:                 

One-time gain associated with remeasuring an investment in an
   unconsolidated subsidiary to fair value as of the date the
   remaining controlling interest was acquired   (92,624 )   —    (92,624 )   —  
Reorganization costs (2)   12,768    —    12,768    —  
Costs incurred in connection with litigation settlement   8,868    —    8,868    —  
Integration and other costs related to acquisitions   6,100    —    6,100    27,351  
Carried interest incentive compensation expense (reversal) to align
   with the timing of associated revenue   3,960    5,134    (4,543 )   (12,882 )

Adjusted EBITDA  $ 463,408   $ 415,239   $ 1,250,522   $ 1,147,102
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.

(2) Represents severance costs related to headcount reductions in connection with our planned reorganization announced in the third quarter of 2018 that will become effective January 1, 2019.
 

Geographic Information

Revenue in the table below is allocated based upon the country in which services are performed (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  
      (As Adjusted) (1)       (As Adjusted) (1)  
Revenue                 

United States  $ 3,063,616   $ 2,699,197   $ 8,646,018   $ 7,816,048  
United Kingdom   638,018    561,356    1,852,799    1,552,499  
All other countries   1,559,320    1,378,043    4,547,523    3,760,586  

Total revenue  $ 5,260,954   $ 4,638,596   $ 15,046,340   $ 13,129,133
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.

 
On August 17, 2018, we announced a new organization structure that will become effective on January 1, 2019. Under the new structure, we will organize our

operations around, and publicly report our financial results on, three global business segments: Advisory Services, Global Workplace Solutions and Real Estate Investments.
For the remainder of 2018, we will continue to report our financial results under our existing business segments.
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14.  Guarantor and Nonguarantor Financial Statements

The following condensed consolidating financial information (dollars in thousands) includes condensed consolidating balance sheets as of September 30, 2018 and
December 31, 2017 and condensed consolidating statements of operations and condensed consolidating statements of comprehensive income for the three and nine months
ended September 30, 2018 and 2017 and condensed consolidating statements of cash flows for the nine months ended September 30, 2018 and 2017 of:

 • CBRE Group, Inc., as the parent; CBRE Services, as the subsidiary issuer; the guarantor subsidiaries; the nonguarantor subsidiaries;

 • Elimination entries necessary to consolidate CBRE Group, Inc., as the parent, with CBRE Services and its guarantor and nonguarantor subsidiaries; and

 • CBRE Group, Inc., on a consolidated basis.

Investments in consolidated subsidiaries are presented using the equity method of accounting. The principal elimination entries eliminate investments in consolidated
subsidiaries and intercompany balances and transactions.
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 Condensed Consolidating Balance Sheets
 

  As of September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

ASSETS                         
Current Assets:                         

Cash and cash equivalents  $ 7   $ 6,242   $ 86,436   $ 457,783   $ —   $ 550,468  
Restricted cash   —    —    2,052    75,418    —    77,470  
Receivables, net   —    7    1,419,698    1,991,039    —    3,410,744  
Warehouse receivables (1)   —    —    1,005,583    592,438    —    1,598,021  
Prepaid expenses   —    —    111,816    146,525    —    258,341  
Contract assets   —    —    108,823    51,105    —    159,928  
Income taxes receivable   5,291    1,856    14,812    39,883    (7,148 )   54,694  
Other current assets   —    —    65,315    203,333    —    268,648  

Total Current Assets   5,298    8,105    2,814,535    3,557,524    (7,148 )   6,378,314  
Property and equipment, net   —    —    507,082    195,346    —    702,428  
Goodwill   —    —    2,185,643    1,457,500    —    3,643,143  
Other intangible assets, net   —    —    791,678    611,746    —    1,403,424  
Investments in unconsolidated subsidiaries   —    —    155,254    40,068    —    195,322  
Investments in consolidated subsidiaries   6,290,974    5,552,972    3,192,986    —    (15,036,932 )   —  
Intercompany loan receivable   —    2,618,536    700,000    98,973    (3,417,509 )   —  
Deferred tax assets, net   —    —    5,300    79,494    (5,300 )   79,494  
Other assets, net   —    19,448    453,493    102,050    —    574,991  

Total Assets  $ 6,296,272   $ 8,199,061   $ 10,805,971   $ 6,142,701   $ (18,466,889 )  $ 12,977,116  
LIABILITIES AND EQUITY                         

Current Liabilities:                         
Accounts payable and accrued expenses  $ —   $ 5,837   $ 552,126   $ 1,116,220   $ —   $ 1,674,183  
Compensation and employee benefits payable   —    626    641,866    412,086    —    1,054,578  
Accrued bonus and profit sharing   —    —    522,473    320,711    —    843,184  
Contract liabilities   —    —    36,995    49,776    —    86,771  
Income taxes payable   —    —    7,148    15,371    (7,148 )   15,371  
Short-term borrowings:                   —      

Warehouse lines of credit (which fund
   loans that U.S. Government Sponsored
   Enterprises have committed to purchase) (1)   —    —    997,580    582,160    —    1,579,740  
Revolving credit facility   —    141,000    —    —    —    141,000  
Other   —    —    16    —    —    16  

Total short-term borrowings   —    141,000    997,596    582,160    —    1,720,756  
Current maturities of long-term debt   —    —    196    3,792    —    3,988  
Other current liabilities   —    —    63,640    23,310    —    86,950  

Total Current Liabilities   —    147,463    2,822,040    2,523,426    (7,148 )   5,485,781  
Long-Term Debt, net:                         

Long-term debt, net   —    1,759,254    23    726    —    1,760,003  
Intercompany loan payable   1,583,316    —    1,834,193    −    (3,417,509 )   —  

Total Long-Term Debt, net   1,583,316    1,759,254    1,834,216    726    (3,417,509 )   1,760,003  
Deferred tax liabilities, net   —    —    68,127    124,786    (5,300 )   187,613  
Non-current tax liabilities   —    —    136,979    2,136    —    139,115  
Other liabilities   —    1,370    391,637    239,206    —    632,213  

Total Liabilities   1,583,316    1,908,087    5,252,999    2,890,280    (3,429,957 )   8,204,725  
Commitments and contingencies   —    —    —    —    —    —  
Equity:                         

CBRE Group, Inc. Stockholders’ Equity   4,712,956    6,290,974    5,552,972    3,192,986    (15,036,932 )   4,712,956  
Non-controlling interests   —    —    —    59,435    —    59,435  

Total Equity   4,712,956    6,290,974    5,552,972    3,252,421    (15,036,932 )   4,772,391  
Total Liabilities and Equity  $ 6,296,272   $ 8,199,061   $ 10,805,971   $ 6,142,701   $ (18,466,889 )  $ 12,977,116

 

(1) Although CBRE Capital Markets is included among our domestic subsidiaries that jointly and severally guarantee our 4.875% senior notes, 5.25% senior notes and our 2017 Credit Agreement, a
substantial majority of warehouse receivables funded under JP Morgan, TD Bank, BofA, Capital One and Fannie Mae ASAP lines of credit are pledged to JP Morgan, TD Bank, BofA, Capital
One and Fannie Mae.
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 Condensed Consolidating Balance Sheets
 
  As of December 31, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

ASSETS                         
Current Assets:                         

Cash and cash equivalents  $ 7   $ 15,604   $ 112,048   $ 624,115   $ —   $ 751,774  
Restricted cash   —    —    2,095    70,950    —    73,045  
Receivables, net   —    —    990,923    2,121,366    —    3,112,289  
Warehouse receivables (2)   —    —    479,628    448,410    —    928,038  
Prepaid expenses   —    —    81,106    134,230    —    215,336  
Contract assets   —    —    263,756    9,297    —    273,053  
Income taxes receivable   2,162    —    —    49,628    (2,162 )   49,628  
Other current assets   —    —    50,556    176,865    —    227,421  

Total Current Assets   2,169    15,604    1,980,112    3,634,861    (2,162 )   5,630,584  
Property and equipment, net   —    —    431,755    185,984    —    617,739  
Goodwill   —    —    1,774,529    1,480,211    —    3,254,740  
Other intangible assets, net   —    —    751,930    647,182    —    1,399,112  
Investments in unconsolidated subsidiaries   —    —    197,395    40,606    —    238,001  
Investments in consolidated subsidiaries   5,551,781    4,930,109    3,066,303    —    (13,548,193 )   —  
Intercompany loan receivable   —    2,621,330    700,000    —    (3,321,330 )   —  
Deferred tax assets, net   —    —    5,300    98,746    (5,300 )   98,746  
Other assets, net   —    22,810    348,191    108,473    —    479,474  

Total Assets  $ 5,553,950   $ 7,589,853   $ 9,255,515   $ 6,196,063   $ (16,876,985 )  $ 11,718,396  
LIABILITIES AND EQUITY                         

Current Liabilities:                         
Accounts payable and accrued expenses  $ —   $ 29,708   $ 404,367   $ 1,139,597   $ —   $ 1,573,672  
Compensation and employee benefits payable   —    626    479,306    424,502    —    904,434  
Accrued bonus and profit sharing   —    —    590,534    487,811    —    1,078,345  
Contract liabilities   —    —    42,994    57,621    —    100,615  
Income taxes payable   —    3,314    13,704    55,778    (2,162 )   70,634  
Short-term borrowings:                   —      

Warehouse lines of credit (which fund
   loans that U.S. Government Sponsored
   Enterprises have committed to purchase) (2)   —    —    474,195    436,571    —    910,766  
Other   —    —    16    —    —    16  

Total short-term borrowings   —    —    474,211    436,571    —    910,782  
Current maturities of long-term debt   —    —    —    8    —    8  
Other current liabilities   —    55    56,260    18,139    —    74,454  

Total Current Liabilities   —    33,703    2,061,376    2,620,027    (2,162 )   4,712,944  
Long-Term Debt, net:                         

Long-term debt, net   —    1,999,603    —    —    —    1,999,603  
Intercompany loan payable   1,439,454    —    1,798,550    83,326    (3,321,330 )   —  

Total Long-Term Debt, net   1,439,454    1,999,603    1,798,550    83,326    (3,321,330 )   1,999,603  
Deferred tax liabilities, net   —    —    29,785    122,733    (5,300 )   147,218  
Non-current tax liabilities

  —    —    135,396    5,396    —    140,792  
Other liabilities   —    4,766    300,299    238,160    —    543,225  

Total Liabilities   1,439,454    2,038,072    4,325,406    3,069,642    (3,328,792 )   7,543,782  
Commitments and contingencies   —    —    —    —    —    —  
Equity:                         

CBRE Group, Inc. Stockholders’ Equity   4,114,496    5,551,781    4,930,109    3,066,303    (13,548,193 )   4,114,496  
Non-controlling interests   —    —    —    60,118    —    60,118  

Total Equity   4,114,496    5,551,781    4,930,109    3,126,421    (13,548,193 )   4,174,614  
Total Liabilities and Equity  $ 5,553,950   $ 7,589,853   $ 9,255,515   $ 6,196,063   $ (16,876,985 )  $ 11,718,396

 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.

(2) Although CBRE Capital Markets is included among our domestic subsidiaries that jointly and severally guarantee our 5.00% senior notes, 4.875% senior notes, 5.25% senior notes and our 2017
Credit Agreement, a substantial majority of warehouse receivables funded under TD Bank, Fannie Mae ASAP, JP Morgan, Capital One and BofA lines of credit are pledged to TD Bank, Fannie
Mae, JP Morgan, Capital One and BofA, and accordingly, are not included as collateral for these notes or our other outstanding debt.
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 Condensed Consolidating Statements of Operations
 

  Three Months Ended September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Revenue  $ —   $ —   $ 2,995,019   $ 2,265,935   $ —   $ 5,260,954  
Costs and expenses:                         

Cost of services   —    —    2,400,812    1,698,092    —    4,098,904  
Operating, administrative and other   8,507    215    479,982    370,381    —    859,085  
Depreciation and amortization   —    —    69,652    43,832    —    113,484  

Total costs and expenses   8,507    215    2,950,446    2,112,305    —    5,071,473  
Gain on disposition of real estate   —    —    187    49    —    236  
Operating (loss) income   (8,507 )   (215 )   44,760    153,679    —    189,717  
Equity income from unconsolidated subsidiaries   —    —    126,423    417    —    126,840  
Other income (loss)   —    —    95,631    (116 )   —    95,515  
Interest income   —    33,563    1,086    145    (33,563 )   1,231  
Interest expense   —    25,769    28,651    5,794    (33,563 )   26,651  
Royalty and management service expense (income)   —    —    3,082    (3,082 )   —    —  
Income from consolidated subsidiaries   296,858    291,167    110,417    —    (698,442 )   —  
Income before (benefit of) provision for income taxes   288,351    298,746    346,584    151,413    (698,442 )   386,652  
(Benefit of) provision for income taxes   (2,118 )   1,888    55,417    39,776    —    94,963  
Net income   290,469    296,858    291,167    111,637    (698,442 )   291,689  
Less:  Net income attributable to non-controlling interests   —    —    —    1,220    —    1,220  
Net income attributable to CBRE Group, Inc.  $ 290,469   $ 296,858   $ 291,167   $ 110,417   $ (698,442 )  $ 290,469
 
 

  Three Months Ended September 30, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Revenue  $ —   $ —   $ 2,641,711   $ 1,996,885   $ —   $ 4,638,596  
Costs and expenses:                         

Cost of services   —    —    2,122,082    1,476,197    —    3,598,279  
Operating, administrative and other   770    756    374,994    328,430    —    704,950  
Depreciation and amortization   —    —    60,610    41,981    —    102,591  

Total costs and expenses   770    756    2,557,686    1,846,608    —    4,405,820  
Gain on disposition of real estate   —    —    5,315    865    —    6,180  
Operating (loss) income   (770 )   (756 )   89,340    151,142    —    238,956  
Equity income from unconsolidated subsidiaries   —    —    65,439    2,395    —    67,834  
Other income   —    —    455    1,313    —    1,768  
Interest income   —    30,651    1,352    1,777    (30,651 )   3,129  
Interest expense   —    33,577    22,660    8,897    (30,651 )   34,483  
Royalty and management service (income) expense   —    —    (4,389 )   4,389    —    —  
Income from consolidated subsidiaries   199,563    201,834    100,381    —    (501,778 )   —  
Income before (benefit of) provision for income taxes   198,793    198,152    238,696    143,341    (501,778 )   277,204  
(Benefit of) provision for income taxes   (295 )   (1,411 )   36,862    41,916    —    77,072  
Net income   199,088    199,563    201,834    101,425    (501,778 )   200,132  
Less:  Net income attributable to non-controlling interests   —    —    —    1,044    —    1,044  
Net income attributable to CBRE Group, Inc.  $ 199,088   $ 199,563   $ 201,834   $ 100,381   $ (501,778 )  $ 199,088
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Condensed Consolidating Statements of Operations
 

  Nine Months Ended September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Revenue  $ —   $ —   $ 8,461,567   $ 6,584,773   $ —   $ 15,046,340  
Costs and expenses:                         

Cost of services   —    —    6,723,631    4,953,982    —    11,677,613  
Operating, administrative and other   21,250    946    1,282,449    1,112,957    —    2,417,602  
Depreciation and amortization   —    —    202,295    132,753    —    335,048  

Total costs and expenses   21,250    946    8,208,375    6,199,692    —    14,430,263  
Gain on disposition of real estate   —    —    6,637    5,928    —    12,565  
Operating (loss) income   (21,250 )   (946 )   259,829    391,009    —    628,642  
Equity income from unconsolidated subsidiaries   —    —    260,470    2,570    —    263,040  
Other income (loss)   —    —    98,530    (3,286 )   —    95,244  
Interest income   —    101,195    4,874    1,467    (101,195 )   6,341  
Interest expense   —    79,722    87,942    15,925    (101,195 )   82,394  
Write-off of financing costs on extinguished debt   —    27,982    —    —    —    27,982  
Royalty and management service expense (income)   —    —    1,410    (1,410 )   —    —  
Income from consolidated subsidiaries   685,383    690,982    273,061    —    (1,649,426 )   —  
Income before (benefit of) provision for income taxes   664,133    683,527    807,412    377,245    (1,649,426 )   882,891  
(Benefit of) provision for income taxes   (5,291 )   (1,856 )   116,430    102,163    —    211,446  
Net income   669,424    685,383    690,982    275,082    (1,649,426 )   671,445  
Less:  Net income attributable to non-controlling interests   —    —    —    2,021    —    2,021  
Net income attributable to CBRE Group, Inc.  $ 669,424   $ 685,383   $ 690,982   $ 273,061   $ (1,649,426 )  $ 669,424
 
 

  Nine Months Ended September 30, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Revenue  $ —   $ —   $ 7,650,497   $ 5,478,636   $ —   $ 13,129,133  
Costs and expenses:                         

Cost of services   —    —    6,097,599    4,056,697    —    10,154,296  
Operating, administrative and other   1,532    1,643    1,078,754    942,262    —    2,024,191  
Depreciation and amortization   —    —    176,035    120,979    —    297,014  

Total costs and expenses   1,532    1,643    7,352,388    5,119,938    —    12,475,501  
Gain on disposition of real estate   —    —    5,543    13,320    —    18,863  
Operating (loss) income   (1,532 )   (1,643 )   303,652    372,018    —    672,495  
Equity income from unconsolidated subsidiaries   —    —    154,769    3,467    —    158,236  
Other income   —    1    1,481    7,587    —    9,069  
Interest income   —    91,250    3,891    3,076    (91,250 )   6,967  
Interest expense   —    101,087    67,276    26,810    (91,250 )   103,923  
Royalty and management service (income) expense   —    —    (11,088 )   11,088    —    —  
Income from consolidated subsidiaries   538,830    545,910    234,098    —    (1,318,838 )   —  
Income before (benefit of) provision for income taxes   537,298    534,431    641,703    348,250    (1,318,838 )   742,844  
(Benefit of) provision for income taxes   (587 )   (4,399 )   95,793    109,971    —    200,778  
Net income   537,885    538,830    545,910    238,279    (1,318,838 )   542,066  
Less:  Net income attributable to non-controlling interests   —    —    —    4,181    —    4,181  
Net income attributable to CBRE Group, Inc.  $ 537,885   $ 538,830   $ 545,910   $ 234,098   $ (1,318,838 )  $ 537,885
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Condensed Consolidating Statements of Comprehensive Income
 

  Three Months Ended September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Net income  $ 290,469   $ 296,858   $ 291,167   $ 111,637   $ (698,442 )  $ 291,689  
Other comprehensive income (loss):                         

Foreign currency translation loss   —    —    —    (30,985 )   —    (30,985 )
Amounts reclassified from accumulated other
   comprehensive loss to interest expense, net   —    570    —    —    —    570  
Unrealized gains on interest rate swaps, net   —    65    —    —    —    65  
Unrealized holding gains on available for sale debt
   securities, net   —    —    22    —    —    22  
Other, net   —    —    (15 )   —    —    (15 )
Total other comprehensive income (loss)   —    635    7    (30,985 )   —    (30,343 )

Comprehensive income   290,469    297,493    291,174    80,652    (698,442 )   261,346  
Less: Comprehensive income attributable to
   non-controlling interests   —    —    —    1,357    —    1,357  
Comprehensive income attributable to CBRE Group, Inc.  $ 290,469   $ 297,493   $ 291,174   $ 79,295   $ (698,442 )  $ 259,989
 
 

  Three Months Ended September 30, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Net income  $ 199,088   $ 199,563   $ 201,834   $ 101,425   $ (501,778 )  $ 200,132  
Other comprehensive income:                         

Foreign currency translation gain   —    —    —    65,035    —    65,035  
Amounts reclassified from accumulated other
   comprehensive loss to interest expense, net   —    1,260    —    —    —    1,260  
Unrealized gains on interest rate swaps, net   —    25    —    —    —    25  
Unrealized holding gains on available for sale debt
   securities, net   —    —    331    8    —    339  
Other, net   —    —    (4 )   —    —    (4 )
Total other comprehensive income   —    1,285    327    65,043    —    66,655  

Comprehensive income   199,088    200,848    202,161    166,468    (501,778 )   266,787  
Less: Comprehensive income attributable to
   non-controlling interests   —    —    —    1,227    —    1,227  
Comprehensive income attributable to CBRE Group, Inc.  $ 199,088   $ 200,848   $ 202,161   $ 165,241   $ (501,778 )  $ 265,560
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Condensed Consolidating Statements of Comprehensive Income
 

  Nine Months Ended September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Net income  $ 669,424   $ 685,383   $ 690,982   $ 275,082   $ (1,649,426 )  $ 671,445  
Other comprehensive income (loss):                         

Foreign currency translation loss   —    —    —    (130,879 )   —    (130,879 )
Adoption of Accounting Standards Update 2016-01,
   net   —    —    (3,964 )   —    —    (3,964 )
Amounts reclassified from accumulated other
   comprehensive loss to interest expense, net   —    1,953    —    —    —    1,953  
Unrealized gains on interest rate swaps, net   —    882    —    —    —    882  
Unrealized holding losses on available for sale debt
   securities, net   —    —    (605 )   —    —    (605 )
Other, net   —    —    5    5,508    —    5,513  
Total other comprehensive income (loss)   —    2,835    (4,564 )   (125,371 )   —    (127,100 )

Comprehensive income   669,424    688,218    686,418    149,711    (1,649,426 )   544,345  
Less: Comprehensive income attributable to
   non-controlling interests   —    —    —    1,479    —    1,479  
Comprehensive income attributable to CBRE Group, Inc.  $ 669,424   $ 688,218   $ 686,418   $ 148,232   $ (1,649,426 )  $ 542,866
 
 

  Nine Months Ended September 30, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   Eliminations   

Consolidated
Total  

Net income  $ 537,885   $ 538,830   $ 545,910   $ 238,279   $ (1,318,838 )  $ 542,066  
Other comprehensive (loss) income:                         

Foreign currency translation gain   —    —    —    204,872    —    204,872  
Amounts reclassified from accumulated other
   comprehensive loss to interest expense, net   —    4,148    —    —    —    4,148  
Unrealized gains on interest rate swaps, net   —    102    —    —    —    102  
Unrealized holding gains on available for sale debt
   securities, net   —    —    2,056    183    —    2,239  
Other, net   (2 )   —    (18 )   —    —    (20 )
Total other comprehensive (loss) income   (2 )   4,250    2,038    205,055    —    211,341  

Comprehensive income   537,883    543,080    547,948    443,334    (1,318,838 )   753,407  
Less: Comprehensive income attributable to
   non-controlling interests   —    —    —    4,544    —    4,544  
Comprehensive income attributable to CBRE Group, Inc.  $ 537,883   $ 543,080   $ 547,948   $ 438,790   $ (1,318,838 )  $ 748,863
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Condensed Consolidating Statements of Cash Flows
 

  Nine Months Ended September 30, 2018  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   

Consolidated
Total  

CASH FLOWS PROVIDED BY (USED IN) OPERATING
   ACTIVITIES:  $ 77,947   $ (1,315 )  $ 300,163   $ 125,516   $ 502,311  
CASH FLOWS FROM INVESTING ACTIVITIES:                     
Capital expenditures   —    —    (96,412 )   (55,481 )   (151,893 )
Acquisition of businesses, including net assets acquired,
   intangibles and goodwill, net of cash acquired   —    —    (297,370 )   (16,190 )   (313,560 )
Contributions to unconsolidated subsidiaries   —    —    (26,866 )   (4,160 )   (31,026 )
Distributions from unconsolidated subsidiaries   —    —    49,767    3,953    53,720  
Net proceeds from disposition of real estate held for investment   —    —    −    14,174    14,174  
Purchase of equity securities   —    —    (15,931 )   —    (15,931 )
Proceeds from sale of equity securities   —    —    11,402    —    11,402  
Purchase of available for sale debt securities   —    —    (20,860 )   —    (20,860 )
Proceeds from the sale of available for sale debt securities   —    —    5,432    —    5,432  
Other investing activities, net   —    —    (5,631 )   74    (5,557 )

Net cash used in investing activities   —    —    (396,469 )   (57,630 )   (454,099 )
CASH FLOWS FROM FINANCING ACTIVITIES:                     
Proceeds from senior term loans   —    550,000    —    —    550,000  
Proceeds from revolving credit facility   —    2,913,000    —    —    2,913,000  
Repayment of revolving credit facility   —    (2,772,000 )   —    —    (2,772,000 )
Repayment of 5.00% senior notes (including premium)   —    (820,000 )   —    —    (820,000 )
Proceeds from notes payable on real estate held for investment   —    —    —    83    83  
Repayment of notes payable on real estate held for investment   —    —    —    (13,028 )   (13,028 )
Proceeds from notes payable on real estate held for sale and
   under development   —    —    —    3,156    3,156  
Repayment of notes payable on real estate held for sale and
   under development   —    —    —    (2,991 )   (2,991 )
Acquisition of businesses (cash (paid) received for acquisitions
   more than three months after purchase date)   —    —    (16,774 )   1,804    (14,970 )
Repayment of debt assumed in acquisition of FacilitySource   —    —    (26,295 )   —    (26,295 )
Units repurchased for payment of taxes on equity awards   (27,696 )   —    —    —    (27,696 )
Non-controlling interest contributions   —    —    —    9,558    9,558  
Non-controlling interest distributions   —    —    —    (11,382 )   (11,382 )
(Increase) decrease in intercompany receivables, net   (50,622 )   121,152    113,720    (184,250 )   —  
Other financing activities, net   371    (199 )   —    (1,087 )   (915 )

Net cash (used in) provided by financing activities   (77,947 )   (8,047 )   70,651    (198,137 )   (213,480 )
Effect of currency exchange rate changes on cash and cash
   equivalents and restricted cash   —    —    —    (31,613 )   (31,613 )
NET DECREASE IN CASH AND CASH EQUIVALENTS
   AND RESTRICTED CASH   —    (9,362 )   (25,655 )   (161,864 )   (196,881 )
CASH AND CASH EQUIVALENTS AND RESTRICTED
   CASH, AT BEGINNING OF PERIOD   7    15,604    114,143    695,065    824,819  
CASH AND CASH EQUIVALENTS AND RESTRICTED
   CASH, AT END OF PERIOD  $ 7   $ 6,242   $ 88,488   $ 533,201   $ 627,938  
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
   INFORMATION:                     
Cash paid during the period for:                     

Interest  $ —   $ 94,751   $ —   $ 1,071   $ 95,822  
Income taxes, net  $ —   $ —   $ 118,070   $ 117,235   $ 235,305
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CBRE GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
 

 Condensed Consolidating Statements of Cash Flows
 

  Nine Months Ended September 30, 2017 (As Adjusted) (1)  

  Parent   
CBRE

Services   
Guarantor

Subsidiaries   
Nonguarantor
Subsidiaries   

Consolidated
Total  

CASH FLOWS PROVIDED BY (USED IN) OPERATING
   ACTIVITIES:  $ 69,358   $ (7,513 )  $ 268,352   $ 55,396   $ 385,593  
CASH FLOWS FROM INVESTING ACTIVITIES:                     
Capital expenditures   —    —    (68,566 )   (33,040 )   (101,606 )
Acquisition of businesses, including net assets acquired,
   intangibles and goodwill, net of cash acquired   —    —    (20,579 )   (15,484 )   (36,063 )
Contributions to unconsolidated subsidiaries   —    —    (33,582 )   (3,077 )   (36,659 )
Distributions from unconsolidated subsidiaries   —    —    34,544    4,637    39,181  
Purchase of equity securities   —    —    (12,167 )   —    (12,167 )
Proceeds from sale of equity securities   —    —    11,959    —    11,959  
Purchase of available for sale debt securities   —    —    (17,241 )   —    (17,241 )
Proceeds from the sale of available for sale debt securities   —    —    13,659    —    13,659  
Other investing activities, net   —    —    892    264    1,156  

Net cash used in investing activities   —    —    (91,081 )   (46,700 )   (137,781 )
CASH FLOWS FROM FINANCING ACTIVITIES:                     
Proceeds from revolving credit facility   —    911,000    —    —    911,000  
Repayment of revolving credit facility   —    (911,000 )   —    —    (911,000 )
Proceeds from notes payable on real estate held for investment   —    —    —    79    79  
Repayment of notes payable on real estate held for investment   —    —    —    (1,324 )   (1,324 )
Proceeds from notes payable on real estate held for sale and
   under development   —    —    —    3,341    3,341  
Repayment of notes payable on real estate held for sale and
   under development   —    —    —    (10,777 )   (10,777 )
Acquisition of businesses (cash paid for acquisitions more than
   three months after purchase date)   —    —    (19,358 )   (3,973 )   (23,331 )
Units repurchased for payment of taxes on equity awards   (29,549 )   —    —    —    (29,549 )
Non-controlling interest contributions   —    —    —    3,410    3,410  
Non-controlling interest distributions   —    —    —    (6,643 )   (6,643 )
(Increase) decrease in intercompany receivables, net   (40,288 )   (1,655 )   22,315    19,628    —  
Other financing activities, net   479    —    (3,145 )   (28 )   (2,694 )

Net cash (used in) provided by financing activities   (69,358 )   (1,655 )   (188 )   3,713    (67,488 )
Effect of currency exchange rate changes on cash and cash
   equivalents and restricted cash   —    —    —    28,663    28,663  
NET (DECREASE) INCREASE IN CASH AND CASH
   EQUIVALENTS AND RESTRICTED CASH   —    (9,168 )   177,083    41,072    208,987  
CASH AND CASH EQUIVALENTS AND RESTRICTED
   CASH, AT BEGINNING OF PERIOD   7    16,889    271,088    543,428    831,412  
CASH AND CASH EQUIVALENTS AND RESTRICTED
   CASH, AT END OF PERIOD  $ 7   $ 7,721   $ 448,171   $ 584,500   $ 1,040,399  
SUPPLEMENTAL DISCLOSURES OF CASH FLOW
   INFORMATION:                     
Cash paid during the period for:                     

Interest  $ —   $ 111,795   $ —   $ 31   $ 111,826  
Income taxes, net  $ —   $ —   $ 80,156   $ 124,072   $ 204,228

 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 for more information.
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Item 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q (Quarterly Report) for CBRE Group, Inc. for the three months ended September 30, 2018 represents an update to the more
detailed and comprehensive disclosures included in our Annual Report on Form 10‑K for the year ended December 31, 2017. Accordingly, you should read the following
discussion in conjunction with the information included in our Annual Report on Form 10-K for the year ended December 31, 2017 as well as the unaudited financial statements
included elsewhere in this Quarterly Report.

In addition, the statements and assumptions in this Quarterly Report that are not statements of historical fact are forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 or Section 21E of the Securities Exchange Act of 1934, each as amended, including, in particular, statements about our plans,
strategies and prospects as well as estimates of industry growth for the next quarter and beyond. For important information regarding these forward-looking statements, please
see the discussion below under the caption “Cautionary Note on Forward-Looking Statements.”

Overview

CBRE Group, Inc. is a Delaware corporation. References to “the company,” “we,” “us” and “our” refer to CBRE Group, Inc. and include all of its consolidated
subsidiaries, unless otherwise indicated or the context requires otherwise.

We are the world’s largest commercial real estate services and investment firm, based on 2017 revenue, with leading global market positions in our leasing, property
sales, occupier outsourcing and valuation businesses. As of December 31, 2017, we operated in more than 450 offices worldwide with over 80,000 employees, excluding
independent affiliates.

Our business is focused on providing services to both occupiers of and investors in real estate. For occupiers, we provide facilities management, project management,
transaction (both property sales and leasing) and consulting services, among others. For investors, we provide capital markets (property sales, commercial mortgage brokerage,
loan origination and servicing), leasing, investment management, property management, valuation and development services, among others. We provide commercial real estate
services under the “CBRE” brand name, investment management services under the “CBRE Global Investors” brand name and development services under the “Trammell
Crow Company” brand name.

Our revenue mix has shifted in recent years toward more contractual revenue as occupiers and investors increasingly prefer to purchase integrated, account-based
services from firms that meet the full spectrum of their needs nationally and globally. We believe we are well-positioned to capture a growing share of this business. We
generate revenue from both management fees (large multi-year portfolio and per-project contracts) and commissions on transactions. Our contractual, fee-for-services
businesses generally involve occupier outsourcing (including facilities and project management), property management, investment management, appraisal/valuation and loan
servicing). In addition, our leasing services business line is largely recurring in nature over time.

 In 2017, we generated revenue from a highly diversified base of clients, including more than 90 of the Fortune 100 companies. We have been an S&P 500 company
since 2006 and in 2018 we were ranked #207 on the Fortune 500. We have been voted the most recognized commercial real estate brand in a Lipsey Company survey for 17
years in a row (including 2018). We have also been rated a World’s Most Ethical Company by the Ethisphere Institute for five consecutive years.
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 Critical Accounting Policies

Our consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States, or GAAP, which require
us to make estimates and assumptions that affect reported amounts. The estimates and assumptions are based on historical experience and on other factors that we believe to be
reasonable. Actual results may differ from those estimates. Critical accounting policies represent the areas where more significant judgments and estimates are used in the
preparation of our consolidated financial statements. A discussion of such critical accounting policies, which include revenue recognition, goodwill and other intangible assets,
and income taxes can be found in our Annual Report on Form 10-K for the year ended December 31, 2017. There have been no material changes to these policies as of
September 30, 2018, except for the adoption of new revenue recognition guidance in the first quarter of 2018 and an update to our estimate of the U.S. federal and state tax
impact of the transition tax related to the Tax Cuts and Jobs Act (the Tax Act). For a detailed discussion of our new revenue recognition policies and updates to income taxes,
see Note 2 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report.

New Accounting Pronouncements

See Note 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report.

Seasonality

A significant portion of our revenue is seasonal, which an investor should keep in mind when comparing our financial condition and results of operations on a quarter-
by-quarter basis. Historically, our revenue, operating income, net income and cash flow from operating activities tend to be lowest in the first quarter, and highest in the fourth
quarter of each year. Revenue, earnings and cash flow have generally been concentrated in the fourth calendar quarter due to the focus on completing sales, financing and
leasing transactions prior to year-end.

Inflation

Our commissions and other variable costs related to revenue are primarily affected by commercial real estate market supply and demand, which may be affected by
inflation. However, to date, we do not believe that general inflation has had a material impact upon our operations.

Items Affecting Comparability

When you read our financial statements and the information included in this Quarterly Report, you should consider that we have experienced, and continue to
experience, several material trends and uncertainties that have affected our financial condition and results of operations that make it challenging to predict our future
performance based on our historical results. We believe that the following material trends and uncertainties are crucial to an understanding of the variability in our historical
earnings and cash flows and the potential for continued variability in the future.

Macroeconomic Conditions

Economic trends and government policies affect global and regional commercial real estate markets as well as our operations directly. These include: overall economic
activity and employment growth; interest rate levels and changes in interest rates; the cost and availability of credit; and the impact of tax and regulatory policies. Periods of
economic weakness or recession, significantly rising interest rates, fiscal uncertainty, declining employment levels, decreasing demand for commercial real estate, falling real
estate values, disruption to the global capital or credit markets, or the public perception that any of these events may occur, will negatively affect the performance of our
business.
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 Compensation is our largest expense and our sales and leasing professionals generally are paid on a commission and/or bonus basis that correlates with their revenue
production. As a result, the negative effect of difficult market conditions on our operating margins is partially mitigated by the inherent variability of our compensation cost
structure. In addition, when negative economic conditions have been particularly severe, we have moved decisively to lower operating expenses to improve financial
performance, and then have restored certain expenses as economic conditions improved. Nevertheless, adverse global and regional economic trends could pose significant risks
to the performance of our operations and our financial condition.

Commercial real estate markets in the United States have generally been marked by increased demand for space, falling vacancies and higher rents since 2010. During
this time, healthy U.S. property sales activity has been sustained by gradually improving market fundamentals, including higher occupancy rates and rents, broad, low-cost
credit availability and increased institutional capital allocations to commercial real estate. Following years of strong growth, U.S. property sales volumes slowed in 2016 and
2017, but have improved modestly thus far in 2018 as significant capital continues to target commercial real estate, and the availability of relatively low-cost financing remains
plentiful. The market for commercial real estate leasing has also remained strong, reflecting healthy economic growth.

European countries began to emerge from recession in 2013, with economic growth improving in 2017 and 2018. Sales and leasing activity have also improved
steadily across most of continental Europe for more than three years. Leasing demand has remained strong, though sales market volumes have been relatively flat thus far in
2018. Since the United Kingdom’s June 2016 referendum to leave the European Union (EU), sentiment in that country has improved. While steady progress continues to be
made regarding the United Kingdom’s long-term relationship with the EU, the absence of an agreement as the March 2019 deadline draws closer has contributed to uncertainty
more recently.

In Asia Pacific, real estate leasing and investment markets have been active since late 2016. Leasing activity has continued to grow solidly in 2018, while investment
levels have cooled as investors became more cautious. However, Asia Pacific investors remain a significant source of real estate investment both in the region and across other
parts of the world.

Real estate investment management and property development markets have been generally favorable with abundant debt and equity capital flows into commercial
real estate. Actively managed real estate equity strategies have been pressured by a shift in investor preferences from active to passive portfolio strategies and concerns about
higher interest rates.

The performance of our global real estate services and real estate investment businesses depends on sustained economic growth and job creation; stable, healthy global
credit markets; and continued positive business and investor sentiment.

Effects of Acquisitions

We historically have made significant use of strategic acquisitions to add and enhance service competencies around the world. On June 12, 2018, CBRE Jason
Acquisition LLC (Merger Sub), our wholly-owned subsidiary, and FacilitySource Holdings, LLC (FacilitySource), WP X Finance, LP and Warburg Pincus X Partners, LP
(collectively, the Stockholders) entered into a stock purchase agreement and plan of merger (the Merger Agreement).  As part of the Merger Agreement, (i) we purchased from
the Stockholders all the outstanding shares of capital stock of FS WP Holdco, Inc (Blocker Corp), which owned 1,686,013 Class A units (the Blocker Units) and (ii)
immediately following the acquisition of Blocker Corp, Merger Sub merged with FacilitySource, with FacilitySource continuing as the surviving company and our wholly-
owned subsidiary within our Americas segment (the FacilitySource Acquisition), with the remaining Blocker Units not held by Blocker Corp. cancelled and converted into the
right to receive cash consideration as set forth in the Merger Agreement. The estimated net initial purchase price was approximately $265.5 million, with $262.0 million paid in
cash, plus adjustments for working capital and other items. We financed the transaction with cash on hand and borrowings under our revolving credit facility. We completed the
FacilitySource Acquisition to help us (i) build a tech-enabled supply chain capability that is unique for the occupier outsourcing industry and (ii) drive meaningfully
differentiated outcomes for leading occupiers of real estate.
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   Strategic in-fill acquisitions have also played a key role in strengthening our service offerings. The companies we acquired have generally been regional or specialty
firms that complement our existing platform, or independent affiliates in which, in some cases, we held a small equity interest. During 2017, we completed 11 in-fill
acquisitions, including two leading Software as a Service (SaaS) platforms – one that produces scalable interactive visualization technologies for commercial real estate and one
that provides technology solutions for facilities management operations, a healthcare-focused project manager in Australia, a full-service brokerage and management boutique
in South Florida, a technology-enabled national boutique commercial real estate finance and consulting firm in the United States, a retail consultancy in France, a majority
interest in a Toronto-based investment management business specializing in private infrastructure and private equity investments, a San Francisco-based technology-focused
boutique real estate brokerage firm, a project management and design engineering firm operating across the United States,  a Washington, D.C.-based retail brokerage operation
and a leading technical engineering services provider in Italy.  During the nine months ended September 30, 2018, we acquired a retail leasing and property management firm in
Australia, two firms in Israel (our former affiliate and a majority interest in a local facilities management provider), a commercial real estate services provider in San Antonio, a
provider of real estate and facilities consulting services to healthcare companies across the United States and the remaining 50% equity interest in our longstanding New
England joint venture.

We believe that strategic acquisitions can significantly decrease the cost, time and commitment of management resources necessary to attain a meaningful competitive
position within targeted markets or to expand our presence within our current markets. In general, however, most acquisitions will initially have an adverse impact on our
operating and net income as a result of transaction-related expenditures. These include severance, lease termination, transaction and deferred financing costs, among others, and
the charges and costs of integrating the acquired business and its financial and accounting systems into our own.

Our acquisition structures often include deferred and/or contingent purchase price payments in future periods that are subject to the passage of time or achievement of
certain performance metrics and other conditions. As of September 30, 2018, we have accrued deferred consideration totaling $148.2 million, which is included in accounts
payable and accrued expenses and in other long-term liabilities in the accompanying consolidated balance sheets set forth in Item 1 of this Quarterly Report.

International Operations

We are monitoring the economic and political developments related to the United Kingdom’s referendum to leave the European Union and the potential impact on our
businesses in the United Kingdom and the rest of Europe, including, in particular, sales and leasing activity in the United Kingdom, as well as any associated currency volatility
impact on our results of operations.

As we continue to increase our international operations through either acquisitions or organic growth, fluctuations in the value of the U.S. dollar relative to the other
currencies in which we may generate earnings could adversely affect our business, financial condition and operating results. Our Global Investment Management business has a
significant amount of euro-denominated assets under management, or AUM, as well as associated revenue and earnings in Europe. In addition, our Global Workplace Solutions
business also has a significant amount of its revenue and earnings denominated in foreign currencies, such as the euro and the British pound sterling. Fluctuations in foreign
currency exchange rates have resulted and may continue to result in corresponding fluctuations in our AUM, revenue and earnings.
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 During the nine months ended September 30, 2018, approximately 43% of our business was transacted in non-U.S. dollar currencies, the majority of which included
the Australian dollar, Brazilian real, British pound sterling, Canadian dollar, Chinese yuan, Danish krone, euro, Hong Kong dollar, Indi an rupee, Japanese yen, Korean won,
Mexican peso, New Zealand dollar, Polish zloty, Singapore dollar, Swedish krona, Swiss franc and Thai baht. The following table sets forth our revenue derived from our most
significant currencies (U.S. dollars in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  
United States dollar  $ 3,063,616    58.3 % $ 2,699,197    58.2 % $ 8,646,018    57.4 % $ 7,816,048    59.6 %
British pound sterling   638,018    12.1 %  561,356    12.1 %  1,852,799    12.3 %  1,552,499    11.8 %
Euro   548,688    10.4 %  430,581    9.3 %  1,604,986    10.7 %  1,185,416    9.0 %
Canadian dollar   175,629    3.3 %  160,790    3.4 %  517,586    3.4 %  431,044    3.3 %
Australian dollar   117,557    2.2 %  118,549    2.6 %  347,490    2.3 %  330,426    2.6 %
Indian rupee   99,135    1.9 %  90,893    2.0 %  306,380    2.0 %  263,059    2.0 %
Chinese yuan   77,740    1.5 %  64,722    1.4 %  209,399    1.4 %  172,848    1.3 %
Singapore dollar   67,311    1.3 %  60,510    1.3 %  195,817    1.3 %  182,480    1.4 %
Japanese yen   55,904    1.1 %  69,039    1.5 %  183,563    1.2 %  182,884    1.4 %
Hong Kong dollar   43,100    0.8 %  39,283    0.8 %  117,455    0.8 %  104,780    0.8 %
Brazilian real   42,835    0.8 %  66,089    1.4 %  127,986    0.9 %  135,305    1.0 %
Swiss franc   42,235    0.8 %  37,750    0.8 %  129,549    0.9 %  109,334    0.8 %
Mexican peso   32,835    0.6 %  31,199    0.7 %  99,833    0.7 %  80,654    0.6 %
Polish zloty   20,886    0.4 %  20,277    0.4 %  59,833    0.4 %  47,396    0.4 %
Danish krone   18,842    0.4 %  19,199    0.4 %  60,773    0.4 %  56,364    0.4 %
Thai baht   18,081    0.3 %  17,652    0.4 %  56,444    0.4 %  45,718    0.3 %
Swedish krona   15,955    0.3 %  14,508    0.3 %  52,049    0.3 %  45,616    0.3 %
New Zealand dollar   15,784    0.3 %  11,729    0.3 %  43,912    0.3 %  32,805    0.3 %
Korean won   14,059    0.3 %  11,992    0.3 %  40,144    0.3 %  34,620    0.3 %
Other currencies   152,744    2.9 %  113,281    2.4 %  394,324    2.6 %  319,837    2.4 %

Total revenue  $ 5,260,954    100.0 % $ 4,638,596    100.0 %  $ 15,046,340    100.0 % $ 13,129,133    100.0 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Although we operate globally, we report our results in U.S. dollars. As a result, the strengthening or weakening of the U.S. dollar may positively or negatively impact
our reported results. For example, we estimate that had the British pound sterling-to-U.S. dollar exchange rates been 10% higher during the nine months ended September 30,
2018, the net impact would have been an increase in pre-tax income of $4.3 million. Had the euro-to-U.S. dollar exchange rates been 10% higher during the nine months ended
September 30, 2018, the net impact would have been an increase in pre-tax income of $8.7 million. These hypothetical calculations estimate the impact of translating results
into U.S. dollars and do not include an estimate of the impact that a 10% change in the U.S. dollar against other currencies would have had on our foreign operations.

Due to the constantly changing currency exposures to which we are subject and the volatility of currency exchange rates, we cannot predict the effect of exchange rate
fluctuations upon future operating results. In addition, fluctuations in currencies relative to the U.S. dollar may make it more difficult to perform period-to-period comparisons of
our reported results of operations. Our international operations also are subject to, among other things, political instability and changing regulatory environments, which affects
the currency markets and which as a result may adversely affect our future financial condition and results of operations. We routinely monitor these risks and related costs and
evaluate the appropriate amount of oversight to allocate towards business activities in foreign countries where such risks and costs are particularly significant.
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 Results of Operations

The following table sets forth items derived from our consolidated statements of operations for the three and nine months ended September 30, 2018 and 2017 (dollars
in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
    2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue:                                 
Fee revenue:                                 

Occupier outsourcing  $ 730,061    13.9 % $ 632,256    13.6 % $ 2,204,755    14.7 % $ 1,812,968    13.8 %
Property management   148,246    2.8 %  138,265    3.0 %  446,556    3.0 %  397,327    3.0 %
Valuation   134,539    2.6 %  126,986    2.7 %  399,124    2.7 %  373,209    2.8 %
Loan servicing   46,466    0.9 %  38,336    0.8 %  132,188    0.9 %  114,618    0.9 %
Investment management   93,061    1.8 %  92,122    2.0 %  315,698    2.1 %  274,451    2.1 %
Leasing   823,041    15.6 %  700,799    15.1 %  2,139,507    14.2 %  1,850,193    14.1 %
Capital Markets:                                 

Sales   472,640    9.0 %  455,341    9.8 %  1,314,808    8.7 %  1,243,368    9.5 %
Commercial mortgage origination   131,787    2.5 %  108,418    2.3 %  358,895    2.4 %  297,652    2.3 %

Other:                                 
Development services   21,038    0.4 %  12,945    0.3 %  57,733    0.4 %  38,245    0.3 %
Other   20,132    0.3 %  22,893    0.6 %  64,246    0.3 %  61,133    0.4 %

Total fee revenue   2,621,011    49.8 %  2,328,361    50.2 %  7,433,510    49.4 %  6,463,164    49.2 %
Pass through costs also recognized as revenue   2,639,943    50.2 %  2,310,235    49.8 %  7,612,830    50.6 %  6,665,969    50.8 %

Total revenue   5,260,954    100.0 %  4,638,596    100.0 %  15,046,340    100.0 %  13,129,133    100.0 %
Costs and expenses:                                 

Cost of services   4,098,904    77.9 %  3,598,279    77.6 %  11,677,613    77.6 %  10,154,296    77.3 %
Operating, administrative and other   859,085    16.3 %  704,950    15.2 %  2,417,602    16.1 %  2,024,191    15.4 %
Depreciation and amortization   113,484    2.2 %  102,591    2.2 %  335,048    2.2 %  297,014    2.3 %

Total costs and expenses   5,071,473    96.4 %  4,405,820    95.0 %  14,430,263    95.9 %  12,475,501    95.0 %
Gain on disposition of real estate   236    0.0 %  6,180    0.2 %  12,565    0.1 %  18,863    0.1 %
Operating income   189,717    3.6 %  238,956    5.2 %  628,642    4.2 %  672,495    5.1 %
Equity income from unconsolidated subsidiaries   126,840    2.4 %  67,834    1.5 %  263,040    1.7 %  158,236    1.2 %
Other income   95,515    1.8 %  1,768    0.0 %  95,244    0.6 %  9,069    0.1 %
Interest income   1,231    0.0 %  3,129    0.1 %  6,341    0.0 %  6,967    0.1 %
Interest expense   26,651    0.5 %  34,483    0.7 %  82,394    0.5 %  103,923    0.8 %
Write-off of financing costs on extinguished debt   —    0.0 %  —    0.0 %  27,982    0.1 %  —    0.0 %
Income before provision for income taxes   386,652    7.3 %  277,204    6.1 %  882,891    5.9 %  742,844    5.7 %
Provision for income taxes   94,963    1.8 %  77,072    1.8 %  211,446    1.4 %  200,778    1.6 %
Net income   291,689    5.5 %  200,132    4.3 %  671,445    4.5 %  542,066    4.1 %
Less:  Net income attributable to non-controlling
   interests   1,220    0.0 %  1,044    0.0 %  2,021    0.1 %  4,181    0.0 %
Net income attributable to CBRE Group, Inc.  $ 290,469    5.5 % $ 199,088    4.3 % $ 669,424    4.4 % $ 537,885    4.1 %
EBITDA  $ 524,336    10.0 % $ 410,105    8.8 % $ 1,319,953    8.8 % $ 1,132,633    8.6 %
Adjusted EBITDA  $ 463,408    8.8 % $ 415,239    9.0 % $ 1,250,522    8.3 % $ 1,147,102    8.7 %
 

(1)  We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Fee revenue, EBITDA and adjusted EBITDA are not recognized measurements under GAAP. When analyzing our operating performance, investors should use these
measures in addition to, and not as an alternative for, their most directly comparable financial measure calculated and presented in accordance with GAAP. We generally use
these non-GAAP financial measures to evaluate operating performance and for other discretionary purposes. We believe these measures provide a more complete understanding
of ongoing operations, enhance comparability of current results to prior periods and may be useful for investors to analyze our financial performance because they eliminate the
impact of selected charges that may obscure trends in the underlying performance of our business. Because not all companies use identical calculations, our presentation of fee
revenue, EBITDA and adjusted EBITDA may not be comparable to similarly titled measures of other companies.
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 Fee revenue is gross revenue less both client reimbursed costs largely associated with employees that are dedicated to client facilities and subcontracted vendor work
performed for clients. We believe that investors may find this measure useful to analyze the company’s overall financial performance because it excludes costs reimbursable by
clients, and as such provides greater visibility into the underlying performance of our business.

EBITDA represents earnings before net interest expense, write-off of financing costs on extinguished debt, income taxes, depreciation and amortization. Amounts
shown for adjusted EBITDA further remove (from EBITDA) the impact of certain cash and non-cash items related to acquisitions, costs associated with our planned
reorganization, certain carried interest incentive compensation reversal to align with the timing of associated revenue and other non-recurring costs. We believe that investors
may find these measures useful in evaluating our operating performance compared to that of other companies in our industry because their calculations generally eliminate the
effects of acquisitions, which would include impairment charges of goodwill and intangibles created from acquisitions, the effects of financings and income taxes and the
accounting effects of capital spending.

EBITDA and adjusted EBITDA are not intended to be measures of free cash flow for our discretionary use because they do not consider certain cash requirements
such as tax and debt service payments. These measures may also differ from the amounts calculated under similarly titled definitions in our debt instruments, which amounts are
further adjusted to reflect certain other cash and non-cash charges and are used by us to determine compliance with financial covenants therein and our ability to engage in
certain activities, such as incurring additional debt and making certain restricted payments. We also use adjusted EBITDA as a significant component when measuring our
operating performance under our employee incentive compensation programs.

EBITDA and adjusted EBITDA are calculated as follows (dollars in thousands):
 

  Three Months Ended   Nine Months Ended  
  September 30,   September 30,  
  2018   2017   2018   2017  

      (As Adjusted) (1)       (As Adjusted) (1)  
Net income attributable to CBRE Group, Inc.  $ 290,469   $ 199,088   $ 669,424   $ 537,885  
Add:                 

Depreciation and amortization   113,484    102,591    335,048    297,014  
Interest expense   26,651    34,483    82,394    103,923  
Write-off of financing costs on extinguished debt   —    —    27,982    —  
Provision for income taxes   94,963    77,072    211,446    200,778  

Less:                 
Interest income   1,231    3,129    6,341    6,967  

EBITDA   524,336    410,105    1,319,953    1,132,633  
Adjustments:                 

One-time gain associated with remeasuring an investment in an
   unconsolidated subsidiary to fair value as of the date the
   remaining controlling interest was acquired   (92,624 )   —    (92,624 )   —  
Reorganization costs (2)   12,768    —    12,768    —  
Costs incurred in connection with litigation settlement   8,868    —    8,868    —  
Integration and other costs related to acquisitions   6,100    —    6,100    27,351  
Carried interest incentive compensation expense (reversal) to align
   with the timing of associated revenue   3,960    5,134    (4,543 )   (12,882 )

Adjusted EBITDA  $ 463,408   $ 415,239   $ 1,250,522   $ 1,147,102
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

(2) Represents severance costs related to headcount reductions in connection with our planned reorganization announced in the third quarter of 2018 that will become effective January 1, 2019.
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 Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

 We reported consolidated net income of $290.5 million for the three months ended September 30, 2018 on revenue of $5.3 billion as compared to consolidated net
income of $199.1 million on revenue of $4.6 billion for the three months ended September 30, 2017.

Our revenue on a consolidated basis for the three months ended September 30, 2018 increased by $622.4 million, or 13.4%, as compared to the three months ended
September 30, 2017. The revenue increase reflects strong organic growth fueled by higher occupier outsourcing revenue (up 16.3%) and property management revenue (up
6.6%) as well as increased leasing (up 18.4%), sales (up 5.0%) and commercial mortgage origination activity (up 21.6%). Foreign currency translation had a $51.4 million
negative impact on total revenue during the three months ended September 30, 2018, primarily driven by weakness in the Argentine peso, Australian dollar, Brazilian real,
Canadian dollar and Indian rupee.

 Our cost of services on a consolidated basis increased by $500.6 million, or 13.9%, during the three months ended September 30, 2018 as compared to the same period
in 2017. This increase was primarily due to higher costs associated with our occupier outsou rcing business. In addition, our sales professionals generally are paid on a
commission basis, which substantially correlates with our transaction revenue performance. Accordingly, the increase in sales and lease transaction revenue led to a
corresponding increase in commission expense. These items were partially offset by the impact of foreign currency translation, which had a $41.1 million positive impact on
total cost of services during the three months ended September 30, 2018. Cost of services as a percentage of revenue was relatively consistent at 77.9% for the three months
ended September 30, 2018 versus 77.6% for the three months ended September 30, 2017.

  Our operating, administrative and other expenses on a consolidated basis increased by $154.1 million, or 21.9%, during the three months ended September 30, 2018
as compared to the same period in 2017. The increase was mostly driven by higher payroll-related costs (including increases in bonus and stock compensation expense) as well
as increases in consulting, marketing and occupancy costs. During the third quarter of 2018, we also incurred $12.8 million of severance costs in connection with our planned
reorganization and $8.9 million of costs as a result of a litigation settlement, which partially con tributed to operating expenses as a percentage of revenue increasing to 16.3%
for the three months ended September 30, 2018 versus 15.2% for the three months ended September 30, 2017. Higher bonus expense in our Development Services segment with
no corresponding increase in revenue (as bonus expense was attributable to an increase in equity income from unconsolidated subsidiaries) also led to operating expenses as a
percentage of revenue being higher in the current year. Foreign currency translation had a $7.2 million positive impact on total operating expenses during the three months
ended September 30, 2018.

Our depreciation and amortization expense on a consolidated basis increased by $10.9 million, or 10.6%, during the three months ended September 30, 2018 as
compared to the same period in 2017. This increase was primarily attributable to a rise in depreciation expense of $7.8 million during the three months ended September 30,
2018 driven by technology-related capital expenditures. Higher amortization expense associated with mortgage servicing rights also contributed to the increase.

Our equity income from unconsolidated subsidiaries on a consolidated basis increased by $59.0 million, or 87.0%, during the three months ended September 30, 2018
as compared to the same period in 2017, primarily driven by higher equity earnings associated with gains on property sales reported in our Development Services segment.

Our other income on a consolidated basis was $95.5 million for the three months ended September 30, 2018 as compared to $1.8 million for the same period in 2017.
Included in other income for the three months ended September 30, 2018 was a one-time gain of $92.6 million associated with remeasuring our investment in a previously
unconsolidated subsidiary in New England to fair value as of the date we acquired the remaining controlling interest.

Our consolidated interest expense decreased by $7.8 million, or 22.7%, for the three months ended September 30, 2018 as compared to the three months ended
September 30, 2017. This decrease was primarily driven by the early redemption, in full, of the $800.0 million aggregate outstanding principal amount of our 5.00% senior
notes in the first quarter of 2018.
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    Our provision for income taxes on a consolidated basis was $95.0 million for the three months ended September 30, 2018 as compared to $77.1 million for the same
period in 2017. Our effective tax rate, after adjusting pre-tax income to remove the portion attributable to non-controlling interests, decreased to 24.6% for the three months
ended September 30, 2018 compared to 27.9% for the three months ended September 30, 2017. We benefited from a lower U.S. corporate tax rate, with such rate being 35% in
2017 versus 21% in 2018. The effect of the decrease in the U.S. corporate tax rate was partially offset by discrete tax benefits for the three months ended September 30, 2017
from the re-measurement of income tax exposures relating to prior periods with no similar items for the three months ended September 30, 2018.

Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

We reported consolidated net income of $669.4 million for the nine months ended September 30, 2018 on revenue of $15.0 billion as compared to consolidated net
income of $537.9 million on revenue of $13.1 billion for the nine months ended September 30, 2017.

Our revenue on a consolidated basis for the nine months ended September 30, 2018 increased by $1.9 billion, or 14.6%, as compared to the nine months ended
September 30, 2017. The revenue increase reflects strong organic growth fueled by higher occupier outsourcing revenue (up 14.4%) and property management revenue (up
6.7%), increased leasing (up 14.6%), sales (up 4.4%) and commercial mortgage origination activity (up 20.5%) and higher revenue from our Global Investment Management
segment (up 10.7%). In addition, foreign currency translation had a $229.8 million positive impact on total revenue during the nine months ended September 30, 2018,
primarily driven by strength in the British pound sterling and euro.

Our cost of services on a consolidated basis increased by $1.5 billion, or 15.0%, during the nine months ended September 30, 2018 as compared to the same period in
2017. This increase was primarily due to higher costs associated with our occupier outsourcing business. In addition, as previously mentioned, our sales professionals generally
are paid on a commission basis, which substantially correlates with our transaction revenue performance. Accordingly, the increase in sales and lease transaction revenue led to a
corresponding increase in commission expense. Lastly, foreign currency translation had a $174.2 million negative impact on total cost of services during the nine months ended
September 30, 2018. Cost of services as a percentage of revenue was relatively consistent at 77.6% for the nine months ended September 30, 2018 versus 77.3% for the nine
months ended September 30, 2017.

 Our operating, administrative and other expenses on a consolidated basis increased by $393.4 million, or 19.4%, during the nine months ended September 30, 2018 as
compared to the same period in 2017. The increase was mostly driven by higher payroll-related costs (including increases in bonus and stock compensation expense), higher
carried interest expense and increases in consulting, marketing and occupancy costs. During the first nine months of 2018, we also incurred $12.8 million of severance costs in
connection with our planned reorganization and $8.9 million of costs as a result of a litigation settlement, the impact of which was mostly offset by lower integration and other
costs associated with acquisitions. Foreign currency translation also had a $43.6 million negative impact on total operating expenses during the nine months ended September
30, 2018. Operating expenses as a percentage of revenue increased from 15.4% for the nine months ended September 30, 2017 to 16.1% for the nine months ended September
30, 2018, partially driven by higher bonus expense in our Development Services segment with no corresponding increase in revenue (as bonus expense was attributable to an
increase in equity income from unconsolidated subsidiaries).

Our depreciation and amortization expense on a consolidated basis increased by $38.0 million, or 12.8%, during the nine months ended September 30, 2018 as
compared to the same period in 2017. This increase was primarily attributable to a rise in depreciation expense of $20.2 million during the nine months ended September 30,
2018 driven by technology-related capital expenditures. Higher amortization expense associated with mortgage servicing rights and intangibles acquired in acquisitions also
contributed to the increase.
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 Our equity income from unconsolidated subsidiaries on a consolidated basis increased by $104.8 million, or 66.2%, during the nine months ended September 30, 2018
as compared to the same period in 2017, primarily driven by higher equity earnings associated with gains on property sales reported in our Development Services segment.

Our other income on a consolidated basis was $95.2 million for the nine months ended September 30, 2018 as compared to $9.1 million for the same period in 2017.
Included in other income for the nine months ended September 30, 2018 was a one-time gain of $92.6 million associated with remeasuring our investment in a previously
unconsolidated subsidiary in New England to fair value as of the date we acquired the remaining controlling interest.

Our consolidated interest expense decreased by $21.5 million, or 20.7%, for the nine months ended September 30, 2018 as compared to the nine months ended
September 30, 2017. This decrease was primarily driven by the early redemption, in full, of the $800.0 million aggregate outstanding principal amount of our 5.00% senior
notes in the first quarter of 2018.

Our write-off of financing costs on extinguished debt on a consolidated basis was $28.0 million for the nine months ended September 30, 2018. These costs included a
$20.0 million premium paid and the write-off of $8.0 million of unamortized deferred financing costs in connection with the early redemption, in full, of the $800.0 million
aggregate outstanding principal amount of our 5.00% senior notes.

 Our provision for income taxes on a consolidated basis was $211.4 million for the nine months ended September 30, 2018 as compared to $200.8 million for the same
period in 2017. Our effective tax rate, after adjusting pre-tax income to remove the portion attributable to non-controlling interests, decreased to 24.0% for the nine months
ended September 30, 2018 compared to 27.2% for the nine months ended September 30, 2017. We benefited from a lower U.S. corporate tax rate, with such rate being 35% in
2017 versus 21% in 2018. The effect of the decrease in the U.S. corporate tax rate was partially offset by discrete tax benefits for the nine months ended September 30, 2017
from the re-measurement of income tax exposures relating to prior periods with no similar items for the nine months ended September 30, 2018.

Segment Operations

On August 17, 2018, we announced a new organization structure that will become effective on January 1, 2019. Under the new structure, we will organize our
operations around, and publicly report our financial results on, three global business segments: Advisory Services, Global Workplace Solutions and Real Estate Investments.
For the remainder of 2018, we will continue to report our financial results under our existing business segments.

As of September 30, 2018, we report our operations through the following segments: (1) Americas; (2) Europe, Middle East and Africa (EMEA); (3) Asia Pacific; (4)
Global Investment Management; and (5) Development Services. The Americas consists of operations located in the United States, Canada and key markets in Latin America.
EMEA mainly consists of operations in Europe, while Asia Pacific includes operations in Asia, Australia and New Zealand. The Global Investment Management business
consists of investment management operations in North America, Europe and Asia Pacific. The Development Services business consists of real estate development and
investment activities primarily in the United States.
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 Americas

The following table summarizes our results of operations for our Americas operating segment for the three and nine months ended September 30, 2018 and 2017
(dollars in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue:                                 
Fee revenue:                                 

Occupier outsourcing  $ 320,580    9.8 %  $ 274,098    9.3 %  $ 939,866    10.1 %  $ 798,758    9.5 %
Property management   78,684    2.4 %   70,381    2.4 %   234,217    2.5 %   207,831    2.5 %
Valuation   64,585    2.0 %   59,009    2.0 %   187,997    2.0 %   177,789    2.1 %
Loan servicing   43,893    1.3 %   36,021    1.2 %   124,746    1.3 %   106,745    1.3 %
Leasing   598,384    18.2 %   506,366    17.2 %   1,535,242   16.6 %   1,350,439   16.1 %
Capital Markets:                                 

Sales   294,884    9.0 %   290,168    9.9 %   832,195    9.0 %   785,674    9.3 %
Commercial mortgage origination   130,442    4.0 %   107,105    3.6 %   354,719    3.8 %   291,080    3.5 %

Other   12,033    0.3 %   14,190    0.6 %   36,070    0.5 %   38,272    0.4 %
Total fee revenue   1,543,485   47.0 %   1,357,338   46.2 %   4,245,052   45.8 %   3,756,588   44.7 %

Pass through costs also recognized as
   revenue   1,737,237   53.0 %   1,582,294   53.8 %   5,026,321   54.2 %   4,649,173   55.3 %

Total revenue   3,280,722   100.0 %   2,939,632   100.0 %   9,271,373   100.0 %   8,405,761   100.0 %
Costs and expenses:                                 

Cost of services   2,628,119   80.1 %   2,364,102   80.4 %   7,409,141   79.9 %   6,726,030   80.0 %
Operating, administrative and other   427,959    13.0 %   340,219    11.6 %   1,167,856   12.6 %   1,013,524   12.1 %
Depreciation and amortization   84,825    2.6 %   73,768    2.5 %   243,499    2.6 %   214,061    2.5 %

Operating income   139,819    4.3 %   161,543    5.5 %   450,877    4.9 %   452,146    5.4 %
Equity income from unconsolidated
   subsidiaries   2,621    0.0 %   3,295    0.1 %   14,154    0.1 %   13,157    0.2 %
Other income   95,630    2.9 %   455    0.0 %   98,561    1.1 %   1,494    0.0 %
Add-back: Depreciation and amortization   84,825    2.6 %   73,768    2.5 %   243,499    2.6 %   214,061    2.5 %
EBITDA  $ 322,895    9.8 %  $ 239,061    8.1 %  $ 807,091    8.7 %  $ 680,858    8.1 %
Adjusted EBITDA  $ 255,813    7.8 %  $ 239,061    8.1 %  $ 740,009    8.0 %  $ 697,997    8.3 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

Revenue increased by $341.1 million, or 11.6%, for the three months ended September 30, 2018 as compared to the three months ended September 30, 2017. The
revenue increase reflects strong organic growth fueled by higher occupier outsourcing and property management revenue as well as improved sales, leasing and commercial
mortgage origination activity. Foreign currency translation had a $23.6 million negative impact on total revenue during the three months ended September 30, 2018, primarily
driven by weakness in the Argentine peso, Brazilian real and Canadian dollar.

Cost of services increased by $264.0 million, or 11.2%, for the three months ended September 30, 2018 as compared to the same period in 2017, primarily due to
higher costs associated with our occupier outsourcing business. Also contributing to the variance was higher commission expense resulting from improved sales and lease
transaction revenue. Foreign currency translation had a $19.2 million positive impact on total cost of services during the three months ended September 30, 2018. Cost of
services as a percentage of revenue was relatively consistent at 80.1% for the three months ended September 30, 2018 versus 80.4% for the same period in 2017.
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 Operating, administrative and other expenses increased by $87.7 million, or 25.8%, for the three months ended September 30, 2018 as compared to the three months
ended September 30, 2017. The increase was partly driven by higher payroll-related costs (including increases in bonus and stock compensation expense) as well as increases in
consulting, marketing and occupancy costs. During the third quarter of 2018, we also incurred $10.6 million of severance costs in connection with our planned reorganization
and $8.9 million of costs as a result of a litigation settlement. Foreign currency translation had a $3.3 million positive impact on total operating expenses during the three
months ended September 30, 2018.

We earn fees from the origination and sale of commercial mortgage loans for which the company retains the servicing rights. Upon origination of a mortgage loan held
for sale, the fair value of the mortgage servicing rights (MSR) to be retained is included in the forecasted proceeds from the anticipated loan sale and results in a net gain (which
is reflected in revenue). Upon sale, we record a servicing asset or liability based on the fair value of the retained MSR associated with the transferred loan. Subsequent to the
initial recording, MSRs are amortized (within amortization expense) and carried at the lower of amortized cost or fair value in other intangible assets in the accompanying
consolidated balance sheets. They are amortized in proportion to and over the estimated period that the servicing income is expected to be received. For the three months ended
September 30, 2018, MSRs contributed to operating income $45.6 million of gains recognized in conjunction with the origination and sale of mortgage loans, offset by $30.3
million of amortization of related intangible assets. For the three months ended September 30, 2017, MSRs contributed to operating income $35.4 million of gains recognized
in conjunction with the origination and sale of mortgage loans, offset by $25.8 million of amortization of related intangible assets.

Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

Revenue increased by $865.6 million, or 10.3%, for the nine months ended September 30, 2018 as compared to the nine months ended September 30, 2017. The
revenue increase reflects strong organic growth fueled by higher occupier outsourcing and property management revenue as well as improved sales, leasing and commercial
mortgage origination activity. Foreign currency translation had a $15.4 million negative impact on total revenue during the nine months ended September 30, 2018, primarily
driven by weakness in the Argentine peso and Brazilian real, partially offset by strength in the Canadian dollar.

Cost of services increased by $683.1 million, or 10.2%, for the nine months ended September 30, 2018 as compared to the same period in 2017, primarily due to higher
costs associated with our occupier outsourcing business. Also contributing to the variance was higher commission expense resulting from improved sales and lease transaction
revenue. Foreign currency translation had a $13.2 million positive impact on total cost of services during the nine months ended September 30, 2018. Cost of services as a
percentage of revenue was consistent at 79.9% for the nine months ended September 30, 2018 versus 80.0% for the same period in 2017.

Operating, administrative and other expenses increased by $154.3 million, or 15.2%, for the nine months ended September 30, 2018 as compared to the nine months
ended September 30, 2017. The increase was partly driven by higher payroll-related costs (including increases in bonus and stock compensation expense) as well as increases in
consulting, marketing and occupancy costs. During the first nine months of 2018, we also incurred $10.6 million of severance costs in connection with our planned
reorganization and $8.9 million of costs as a result of a litigation settlement, the impact of which was partly offset by lower integration and other costs associated with
acquisitions. Foreign currency translation had a $2.6 million positive impact on total operating expenses during the nine months ended September 30, 2018.

For the nine months ended September 30, 2018, MSRs contributed to operating income $117.0 million of gains recognized in conjunction with the origination and sale
of mortgage loans, offset by $83.8 million of amortization of related intangible assets. For the nine months ended September 30, 2017, MSRs contributed to operating income
$96.0 million of gains recognized in conjunction with the origination and sale of mortgage loans, offset by $72.5 million of amortization of related intangible assets.
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 EMEA

The following table summarizes our results of operations for our EMEA operating segment for the three and nine months ended September 30, 2018 and 2017 (dollars
in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue:                                 
Fee revenue:                                 

Occupier outsourcing  $ 337,627    25.4 % $ 294,772    27.1 % $ 1,050,092    27.4 % $ 834,769    27.7 %
Property management   44,181    3.3 %  43,428    4.0 %  136,996    3.6 %  120,251    4.0 %
Valuation   43,210    3.2 %  39,462    3.6 %  127,529    3.3 %  109,200    3.6 %
Loan servicing   2,387    0.2 %  2,315    0.2 %  7,035    0.2 %  7,873    0.3 %
Leasing   123,339    9.3 %  105,368    9.7 %  330,223    8.6 %  268,375    8.9 %
Capital Markets:                                 

Sales   103,664    7.8 %  83,937    7.7 %  279,985    7.3 %  245,292    8.2 %
Commercial mortgage origination   516    0.0 %  778    0.1 %  2,953    0.1 %  4,583    0.2 %

Other   5,593    0.4 %  6,767    0.6 %  19,691    0.6 %  16,382    0.5 %
Total fee revenue   660,517    49.6 %  576,827    53.0 %  1,954,504    51.1 %  1,606,725    53.4 %

Pass through costs also recognized as revenue   670,919    50.4 %  511,872    47.0 %  1,873,638    48.9 %  1,402,625    46.6 %
Total revenue   1,331,436    100.0 %  1,088,699    100.0 %  3,828,142    100.0 %  3,009,350    100.0 %

Costs and expenses:                                 
Cost of services   1,070,288    80.4 %  858,047    78.8 %  3,079,906    80.5 %  2,376,264    79.0 %
Operating, administrative and other   183,509    13.8 %  158,756    14.6 %  568,484    14.9 %  466,238    15.5 %
Depreciation and amortization   19,718    1.5 %  17,539    1.6 %  58,841    1.5 %  51,954    1.7 %

Operating income   57,921    4.3 %  54,357    5.0 %  120,911    3.1 %  114,894    3.8 %
Equity income from unconsolidated subsidiaries   774    0.1 %  399    0.0 %  1,250    0.1 %  1,218    0.1 %
Other (loss) income   (15 )   0.0 %  (95 )   0.0 %  47    0.0 %  (72 )   0.0 %
Less: Net income (loss) attributable to non-controlling
   interests   25    0.0 %  55    0.0 %  (789 )   0.0 %  (105 )   0.0 %
Add-back: Depreciation and amortization   19,718    1.5 %  17,539    1.6 %  58,841    1.5 %  51,954    1.7 %
EBITDA  $ 78,373    5.9 % $ 72,145    6.6 % $ 181,838    4.7 % $ 168,099    5.6 %
Adjusted EBITDA  $ 78,671    5.9 % $ 72,145    6.6 % $ 182,136    4.7 % $ 177,893    5.9 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

Revenue increased by $242.7 million, or 22.3%, for the three months ended September 30, 2018 as compared to the same period in 2017. We achieved strong organic
growth fueled by higher occupier outsourcing revenue as well as higher sales and leasing activity. Foreign currency translation had a $9.0 million negative impact on total
revenue during the three months ended September 30, 2018, primarily driven by weakness in the euro, the Swedish krona and the Turkish lira.

Cost of services increased by $212.2 million, or 24.7%, for the three months ended September 30, 2018 as compared to the same period in 2017, primarily due to
higher costs associated with our occupier outsourcing business. Cost of services as a percentage of revenue increased from 78.8% for the three months ended September 30,
2017 to 80.4% for the three months ended September 30, 2018, primarily driven by our revenue mix, with outsourcing revenue, which has a lower margin than sales and lease
revenue, comprising a higher percentage of revenue than in the prior year. Foreign currency translation had a $7.6 million positive impact on total cost of services during the
three months ended September 30, 2018.

Operating, administrative and other expenses increased by $24.8 million, or 15.6%, for the three months ended September 30, 2018 as compared to the same period in
2017. This increase was primarily driven by higher payroll-related costs (including increased bonus expense) as well as increases in marketing and occupancy costs. Foreign
currency translation also had a $0.8 million positive impact on total operating expenses during the three months ended September 30, 2018.
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 Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

Revenue increased by $818.8 million, or 27.2%, for the nine months ended September 30, 2018 as compared to the same period in 2017. We achieved strong organic
growth fueled by higher occupier outsourcing revenue as well as higher sales and leasing activity. Foreign currency translation also had a $215.4 million positive impact on total
revenue during the nine months ended September 30, 2018, primarily driven by strength in the British pound sterling and euro.

Cost of services increased by $703.6 million, or 29.6%, for the nine months ended September 30, 2018 as compared to the same period in 2017, primarily due to higher
costs associated with our occupier outsourcing business. In addition, foreign currency translation had a $173.0 million negative impact on total cost of services during the nine
months ended September 30, 2018. Cost of services as a percentage of revenue increased from 79.0% for the nine months ended September 30, 2017 to 80.5% for the nine
months ended September 30, 2018, primarily driven by our revenue mix, with outsourcing revenue, which has a lower margin than sales and lease revenue, comprising a higher
percentage of revenue than in the prior year.

Operating, administrative and other expenses increased by $102.2 million, or 21.9%, for the nine months ended September 30, 2018 as compared to the same period in
2017. This increase was primarily driven by higher payroll-related costs (including increased bonus expense) and increases in marketing and occupancy costs. Foreign currency
translation also had a $34.1 million negative impact on total operating expenses during the nine months ended September 30, 2018.

Asia Pacific

The following table summarizes our results of operations for our Asia Pacific operating segment for the three and nine months ended September 30, 2018 and 2017
(dollars in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue:                                 
Fee revenue:                                 

Occupier outsourcing  $ 71,854    13.6 % $ 63,386    12.6 % $ 214,797    13.7 % $ 179,441    12.9 %
Property management   22,663    4.3 %  22,119    4.4 %  68,964    4.4 %  61,900    4.4 %
Valuation   26,744    5.0 %  28,515    5.7 %  83,598    5.3 %  86,220    6.2 %
Loan servicing   186    0.0 %  —    0.0 %  407    0.0 %  —    0.0 %
Leasing   99,416    18.8 %  88,506    17.6 %  271,181    17.3 %  230,640    16.6 %
Capital Markets:                                 

Sales   73,997    14.0 %  80,966    16.1 %  202,115    12.9 %  211,437    15.2 %
Commercial mortgage origination   829    0.2 %  535    0.1 %  1,223    0.1 %  1,989    0.1 %

Other   2,506    0.4 %  1,936    0.5 %  8,485    0.7 %  6,479    0.5 %
Total fee revenue   298,195    56.3 %  285,963    57.0 %  850,770    54.4 %  778,106    55.9 %

Pass through costs also recognized as revenue   231,787    43.7 %  216,069    43.0 %  712,871    45.6 %  614,171    44.1 %
Total revenue   529,982    100.0 %  502,032    100.0 %  1,563,641    100.0 %  1,392,277    100.0 %

Costs and expenses:                                 
Cost of services   400,497    75.6 %  376,130    74.9 %  1,188,566    76.0 %  1,052,002    75.6 %
Operating, administrative and other   88,287    16.7 %  82,706    16.5 %  257,365    16.5 %  229,715    16.5 %
Depreciation and amortization   5,202    1.0 %  4,657    0.9 %  14,872    1.0 %  13,360    1.0 %

Operating income   35,996    6.7 %  38,539    7.7 %  102,838    6.5 %  97,200    6.9 %
Equity income from unconsolidated subsidiaries   195    0.1 %  111    0.0 %  424    0.1 %  161    0.1 %
Add-back: Depreciation and amortization   5,202    1.0 %  4,657    0.9 %  14,872    1.0 %  13,360    1.0 %
EBITDA  $ 41,393    7.8 % $ 43,307    8.6 % $ 118,134    7.6 % $ 110,721    8.0 %
Adjusted EBITDA  $ 41,393    7.8 % $ 43,307    8.6 % $ 118,134    7.6 % $ 111,139    8.0 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.
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 Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

Revenue increased by $28.0 million, or 5.6%, for the three months ended September 30, 2018 as compared to the three months ended September 30, 2017. The
revenue increase reflects strong organic growth, fueled by higher occupier outsourcing and property management revenue as well as improved leasing activity. These increases
were partially offset by lower sales activity as well as foreign currency translation, which had an $18.5 million negative impact on total revenue during the three months ended
September 30, 2018, primarily driven by weakness in the Australian dollar and Indian rupee.

Cost of services increased by $24.4 million, or 6.5%, for the three months ended September 30, 2018 as compared to the same period in 2017, driven by higher costs
associated with our occupier outsourcing and property management businesses. Cost of services as a percentage of revenue increased from 74.9% for the three months ended
September 30, 2017 to 75.6% for the three months ended September 30, 2018, primarily driven by our revenue mix. Outsourcing revenue, which has a lower margin than sales
revenue, comprised a higher percentage of revenue than in the prior year, while sales revenue comprised a lower percentage of revenue than in the prior year. Foreign currency
translation had a $14.3 million positive impact on total cost of services during the three months ended September 30, 2018.

Operating, administrative and other expenses increased by $5.6 million, or 6.7%, for the three months ended September 30, 2018 as compared to the same period in
2017. We incurred higher payroll-related costs as well as increases in marketing, occupancy and travel costs during the three months ended September 30, 2018. Unfavorable
foreign currency transaction activity of $3.5 million was largely offset by foreign currency translation, which had a $2.7 million positive impact on total operating expenses for
the three months ended September 30, 2018.

Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

Revenue increased by $171.4 million, or 12.3%, for the nine months ended September 30, 2018 as compared to the nine months ended September 30, 2017. The
revenue increase reflects strong organic growth, fueled by higher occupier outsourcing and property management revenue as well as improved leasing activity. In addition,
foreign currency translation had an $18.0 million positive impact on total revenue during the nine months ended September 30, 2018, primarily driven by strength in the
Chinese yuan, Japanese yen and Singapore dollar, partially offset by weakness in the Indian rupee. These increases were slightly offset by lower sales activity.

Cost of services increased by $136.6 million, or 13.0%, for the nine months ended September 30, 2018 as compared to the same period in 2017, primarily driven by
higher costs associated with our occupier outsourcing and property management businesses. In addition, foreign currency translation had a $14.4 million negative impact on
total cost of services during the nine months ended September 30, 2018. Cost of services as a percentage of revenue increased from 75.6% for the nine months ended September
30, 2017 to 76.0% for the nine months ended September 30, 2018, primarily driven by our revenue mix. Outsourcing revenue, which has a lower margin than sales revenue,
comprised a higher percentage of revenue than in the prior year, while sales revenue comprised a lower percentage of revenue than in the prior year.

 Operating, administrative and other expenses increased by $27.7 million, or 12.0%, for the nine months ended September 30, 2018 as compared to the same period in
2017. We incurred higher payroll-related costs (including increased bonus expense) as well as increases in marketing, occupancy and travel costs during the nine mo nths ended
September 30, 2018. Foreign currency activity also had an overall negative impact of $10.3 million for the nine months ended September 30, 2018, due to unfavorable foreign
currency transaction activity of $7.2 million and a $3.1 million negative impact from foreign currency translation.
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 Global Investment Management

The following table summarizes our results of operations for our Global Investment Management operating segment for the three and nine months ended September
30, 2018 and 2017 (dollars in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue  $ 93,061    100.0 %  $ 92,122    100.0 % $ 315,698    100.0 %  $ 274,451    100.0 %
Costs and expenses:                                 

Operating, administrative and other   90,946    97.7 %   76,347    82.9 %  258,152    81.8 %   199,178    72.6 %
Depreciation and amortization   3,617    3.9 %   6,082    6.6 %  17,101    5.4 %   16,006    5.8 %

Operating (loss) income   (1,502 )   (1.6 %)   9,693    10.5 %  40,445    12.8 %   59,267    21.6 %
Equity income from unconsolidated subsidiaries   3,892    4.1 %   1,895    2.1 %  7,228    2.3 %   7,187    2.7 %
Other (loss) income   (100 )   (0.1 %)   1,408    1.5 %  (3,364 )   (1.1 %)   7,647    2.8 %
Less: Net income attributable to non-controlling interests   1,208    1.3 %   1,010    1.1 %  2,615    0.8 %   4,254    1.6 %
Add-back: Depreciation and amortization   3,617    3.9 %   6,082    6.6 %  17,101    5.4 %   16,006    5.8 %
EBITDA  $ 4,699    5.0 %  $ 18,068    19.6 % $ 58,795    18.6 %  $ 85,853    31.3 %
Adjusted EBITDA  $ 10,555    11.3 %  $ 23,202    25.2 % $ 56,148    17.8 %  $ 72,971    26.6 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

Revenue was relatively consistent at $93.1 million for the three months ended September 30, 2018 versus $92.1 million for the three months ended September 30,
2017. Foreign currency translation had a $0.3 million negative impact on total revenue during the three months ended September 30, 2018, primarily driven by weakness in the
euro.

Operating, administrative and other expenses increased by $14.6 million, or 19.1%, for the three months ended September 30, 2018 as compared to the same period in
2017, primarily driven by higher payroll-related costs (including bonuses). During the third quarter of 2018, we also incurred $1.9 million of severance costs in connection with
our planned reorganization. Foreign currency translation had a $0.4 million positive impact on total operating expenses during the three months ended September 30, 2018.

A roll forward of our AUM by product type for the three months ended September 30, 2018 is as follows (dollars in billions):
 

      Separate          
  Funds   Accounts   Securities   Total  

Balance at June 30, 2018  $ 33.2   $ 55.6   $ 12.9   $ 101.7  
Inflows   1.2    3.7    0.3    5.2  
Outflows   (1.9 )   (0.5 )   (0.7 )   (3.1 )
Market appreciation (depreciation)   0.6    0.5    (0.4 )   0.7  
Balance at September 30, 2018  $ 33.1   $ 59.3   $ 12.1   $ 104.5  
 

AUM generally refers to the properties and other assets with respect to which we provide (or participate in) oversight, investment management services and other
advice, and which generally consist of real estate properties or loans, securities portfolios and investments in operating companies and joint ventures. Our AUM is intended
principally to reflect the extent of our presence in the real estate market, not the basis for determining our management fees. Our assets under management consist of:

 • the total fair market value of the real estate properties and other assets either wholly-owned or held by joint ventures and other entities in which our
sponsored funds or investment vehicles and client accounts have invested or to which they have provided financing. Committed (but unfunded) capital from
investors in our sponsored funds is not included in this component of our AUM. The value of development properties is included at estimated completion
cost. In the case of real estate operating companies, the total value of real properties controlled by the companies, generally through joint ventures, is included
in AUM; and
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 •  the net asset value of our managed securities portfolios, including investments (which may be comprised of committed but uncalled capital) in private real
estate funds under our fund of funds investments.

Our calculation of AUM may differ from the calculations of other asset managers, and as a result, this measure may not be comparable to similar measures presented
by other asset managers.

Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

Revenue increased by $41.2 million, or 15.0%, for the nine months ended September 30, 2018 as compared to the nine months ended September 30, 2017, primarily
driven by higher asset management and incentive fees as well higher carried interest revenue. Foreign currency translation also had an $11.8 million positive impact on total
revenue during the nine months ended September 30, 2018, primarily driven by strength in the British pound sterling and euro. These items were partially offset by lower
acquisition fees in the current year.

Operating, administrative and other expenses increased by $59.0 million, or 29.6%, for the nine months ended September 30, 2018 as compared to the same period in
2017, primarily driven by higher carried interest expense as well as higher payroll-related costs (including bonuses). Additionally, foreign currency translation had a $9.0
million negative impact on total operating expenses during the nine months ended September 30, 2018. During the first nine months of 2018, we also incurred $1.9 million of
severance costs in connection with our planned reorganization.

A roll forward of our AUM by product type for the nine months ended September 30, 2018 is as follows (dollars in billions):
 

      Separate          
  Funds   Accounts   Securities   Total  

Balance at December 31, 2017  $ 31.7   $ 56.7   $ 14.8   $ 103.2  
Inflows   3.8    5.8    1.3    10.9  
Outflows   (3.9 )   (3.1 )   (3.2 )   (10.2 )
Market appreciation (depreciation)   1.5    (0.1 )   (0.8 )   0.6  
Balance at September 30, 2018  $ 33.1   $ 59.3   $ 12.1   $ 104.5  
 

We describe above how we calculate AUM. Also, as noted above, our calculation of AUM may differ from the calculations of other asset managers, and as a result,
this measure may not be comparable to similar measures presented by other asset managers.
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 Development Services

The following table summarizes our results of operations for our Development Services operating segment for the three and nine months ended September 30, 2018
and 2017 (dollars in thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2018   2017   2018   2017  
          (As Adjusted) (1)           (As Adjusted) (1)  

Revenue:                                 
Property management  $ 2,718    10.6 %  $ 2,337    14.5 %  $ 6,379    9.5 %  $ 7,345    15.5 %
Leasing   1,902    7.4 %   559    3.5 %   2,861    4.2 %   739    1.6 %
Capital Markets:                                 

Sales   95    0.3 %   270    1.7 %   513    0.8 %   965    2.0 %
Other:                                 

Development services   21,038    81.7 %   12,945    80.3 %   57,733    85.5 %   38,245    80.9 %
Total revenue   25,753    100.0 %   16,111    100.0 %   67,486    100.0 %   47,294    100.0 %

Costs and expenses:                                 
Operating, administrative and other   68,384    265.5 %   46,922    291.2 %   165,745    245.6 %   115,536    244.3 %
Depreciation and amortization   122    0.5 %   545    3.4 %   735    1.1 %   1,633    3.5 %

Gain on disposition of real estate   236    0.9 %   6,180    38.3 %   12,565    18.6 %   18,863    39.9 %
Operating loss   (42,517 )   (165.1 %)   (25,176 )   (156.3 %)   (86,429 )   (128.1 %)   (51,012 )   (107.9 %)
Equity income from unconsolidated subsidiaries   119,358    463.4 %   62,134    385.7 %   239,984    355.6 %   136,513    288.7 %
Less: Net (loss) income attributable to
   non-controlling interests   (13 )   (0.1 %)   (21 )   (0.1 %)   195    0.3 %   32    0.1 %
Add-back: Depreciation and amortization   122    0.5 %   545    3.4 %   735    1.1 %   1,633    3.5 %
EBITDA and Adjusted EBITDA  $ 76,976    298.9 %  $ 37,524    232.9 %  $ 154,095    228.3 %  $ 87,102    184.2 %
 

(1) We adopted new revenue recognition guidance in the first quarter of 2018. Certain restatements have been made to the 2017 financial statements to conform with the 2018 presentation. See Notes
2 and 3 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report for more information.

Three Months Ended September 30, 2018 Compared to the Three Months Ended September 30, 2017

Revenue increased by $9.6 million, or 59.8%, for the three months ended September 30, 2018 as compared to the three months ended September 30, 2017, primarily
driven by higher development and incentive fees during the three months ended September 30, 2018.

Operating, administrative and other expenses increased by $21.5 million, or 45.7%, for the three months ended September 30, 2018 as compared to the same period in
2017. This increase was primarily driven by higher payroll-related costs, particularly increased bonus expense during the three months ended September 30, 2018 due to
improved performance (property sales reflected in equity income from unconsolidated subsidiaries were significantly higher during the three months ended September 30,
2018).

As of September 30, 2018, development projects in process totaled $8.8 billion, up $0.8 billion from second-quarter 2018. The pipeline decreased by $0.3 billion
during the third quarter to $3.6 billion.

Nine Months Ended September 30, 2018 Compared to the Nine Months Ended September 30, 2017

Revenue increased by $20.2 million, or 42.7%, for the nine months ended September 30, 2018 as compared to the nine months ended September 30, 2017, primarily
driven by higher development and incentive fees during the nine months ended September 30, 2018.

Operating, administrative and other expenses increased by $50.2 million, or 43.5%, for the nine months ended September 30, 2018 as compared to the same period in
2017. This increase was primarily driven by higher payroll-related costs, particularly increased bonus expense during the nine months ended September 30, 2018 due to
improved performance (property sales reflected in equity income from unconsolidated subsidiaries were significantly higher during the nine months ended September 30,
2018).
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  Liquidity and Capital Resources

  We believe that we can satisfy our working capital and funding requirements with internally generated cash flow and, as necessary, borrowings under our revolving
credit facility. Our expected capital requirements for 2018 include up to approximately $180 million of anticipated capital expenditures, net of tenant concessions. During the
nine months ended September 30, 2018, we incurred $129.0 million of capital expenditures, net of tenant concessions received. As of September 30, 2018, we had aggregate
commitments of $51.7 million to fund future co-investments in our Global Investment Management business, $20.2 million of which is expected to be funded in 2018.
Additionally, as of September 30, 2018, we are committed to fund $23.6 million of additional capital to unconsolidated subsidiaries within our Development Services business,
which we may be required to fund at any time. As of September 30, 2018, we had $2.7 billion of borrowings available under our $2.8 billion revolving credit facility.

We have historically relied on our internally generated cash flow and our revolving credit facility to fund our working capital, capital expenditure and general
investment requirements (including strategic in-fill acquisitions) and have not sought other external sources of financing to help fund these requirements. In the absence of
extraordinary events or a large strategic acquisition, we anticipate that our cash flow from operations and our revolving credit facility would be sufficient to meet our
anticipated cash requirements for the foreseeable future, and at a minimum for the next 12 months. We may seek to take advantage of market opportunities to refinance existing
debt instruments, as we have done in the past, with new debt instruments at interest rates, maturities and terms we deem attractive. We may also, from time to time in our sole
discretion, purchase, redeem, or retire our existing senior notes, through tender offers, in privately negotiated or open market transactions, or otherwise.

In March 2018, we redeemed the $800.0 million aggregate outstanding principal amount of our 5.00% senior notes in full. We funded this redemption with $550.0
million of borrowings from our tranche A term loan facility and borrowings from our revolving credit facility under our credit agreement.

As noted above, we believe that any future significant acquisitions that we may make could require us to obtain additional debt or equity financing. In the past, we
have been able to obtain such financing for material transactions on terms that we believed to be reasonable. However, it is possible that we may not be able to obtain
acquisition financing on favorable terms, or at all, in the future if we decide to make any further significant acquisitions.

Our long-term liquidity needs, other than those related to ordinary course obligations and commitments such as operating leases, are generally comprised of two
elements. The first is the repayment of the outstanding and anticipated principal amounts of our long-term indebtedness. We are unable to project with certainty whether our
long-term cash flow from operations will be sufficient to repay our long-term debt when it comes due. If our cash flow is insufficient, then we expect that we would need to
refinance such indebtedness or otherwise amend its terms to extend the maturity dates. We cannot make any assurances that such refinancing or amendments would be available
on attractive terms, if at all.

The second long-term liquidity need is the payment of obligations related to acquisitions. Our acquisition structures often include deferred and/or contingent purchase
price payments in future periods that are subject to the passage of time or achievement of certain performance metrics and other conditions. As of September 30, 2018 and
December 31, 2017, we had accrued $148.2 million ($46.4 million of which was a current liability) and $83.6 million ($23.2 million of which was a current liability),
respectively, of deferred purchase consideration, which was included in accounts payable and accrued expenses and in other long-term liabilities in the accompanying
consolidated balance sheets set forth in Item 1 of this Quarterly Report.

In addition, on October 27, 2016, we announced that our board of directors had authorized the company to repurchase up to an aggregate of $250.0 million of our
Class A common stock over three years. The timing of the repurchase and the actual amount repurchased will depend on a variety of factors, including the market price of our
common stock, general market and economic conditions and other factors. We intend to fund the repurchases, if any, with cash on hand or borrowings under our revolving credit
facility. As of September 30, 2018, the authorization remained unused.
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 Historical Cash Flows

Operating Activities

Net cash provided by operating activities totaled $502.3 million for the nine months ended September 30, 2018, an increase of $116.7 million as compared to the nine
months ended September 30, 2017. The increase in net cash provided by operating activities was primarily due to improved operating performance as well as a higher
distribution of earnings from unconsolidated subsidiaries in the current year.

Investing Activities

Net cash used in investing activities totaled $454.1 million for the nine months ended September 30, 2018, an increase of $316.3 million as compared to the nine
months ended September 30, 2017. The increase in cash used in investing activities was primarily driven by higher amounts paid for acquisitions driven by the FacilitySource
Acquisition in the nine months ended September 30, 2018.

Financing Activities

Net cash used in financing activities totaled $213.5 million for the nine months ended September 30, 2018, an increase of $146.0 million as compared to the nine
months ended September 30, 2017. This increase was primarily due to the full redemption of the $800.0 million aggregate outstanding principal amount of our 5.00% senior
notes (including $20.0 million premium) in the current year. This increase was partially offset by the impact of $550.0 million of borrowings from our tranche A term loan
facility as well as higher net borrowings under our revolving credit facility during the nine months ended September 30, 2018.

Indebtedness

Our level of indebtedness increases the possibility that we may be unable to pay the principal amount of our indebtedness and other obligations when due. In addition,
we may incur additional debt from time to time to finance strategic acquisitions, investments, joint ventures or for other purposes, subject to the restrictions contained in the
documents governing our indebtedness. If we incur additional debt, the risks associated with our leverage, including our ability to service our debt, would increase.

Long-Term Debt

We maintain credit facilities with third-party lenders, which we use for a variety of purposes. On October 31, 2017, CBRE Services, Inc. entered into a Credit
Agreement (the 2017 Credit Agreement), which refinanced and replaced our prior credit agreement (the 2015 Credit Agreement). We used $200.0 million of borrowings from
the tranche A term loan facility and $83.0 million of revolving credit facility borrowings under the 2017 Credit Agreement, in addition to cash on hand, to repay all amounts
outstanding under the 2015 Credit Agreement.

The 2017 Credit Agreement is a senior unsecured credit facility that is jointly and severally guaranteed by us and certain of our subsidiaries. The 2017 Credit
Agreement currently provides for the following: (1) a $2.8 billion revolving credit facility, which includes the capacity to obtain letters of credit and swingline loans and
matures on October 31, 2022 and (2) a $750.0 million delayed draw tranche A term loan facility, requiring quarterly principal payments, which began on March 5, 2018 and
continue through maturity on October 31, 2022, provided that in the event that our leverage ratio (as defined in the 2017 Credit Agreement) is less than or equal to 2.50 to 1.00
on the last day of the fiscal quarter immediately preceding any such payment date, no such quarterly principal payment shall be required on such date.

As previously mentioned, in March 2018, we redeemed the $800.0 million aggregate outstanding principal amount of our 5.00% senior notes in full. In connection
with this early redemption, we incurred charges of $28.0 million, including a premium of $20.0 million and the write-off of $8.0 million of unamortized deferred financing
costs.
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 In prior years, we also issued 4.875% and 5.25% senior notes that are due in 2026 and 2025, respectively. For additional information on all of our long-term debt, see
Note 11 of the Notes to Consolidated Financial Statements set forth in Item 8 included in our Annual Report on Form 10 ‑K for the year ended December 31, 2017 and Note 9 of
the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report.

Short-Term Borrowings

We maintain a $2.8 billion revolving credit facility under the 2017 Credit Agreement and warehouse lines of credit with certain third-party lenders. For additional
information on all of our short-term borrowings, see Note 11 of the Notes to Consolidated Financial Statements set forth in Item 8 included in our Annual Report on Form 10‑K
for the year ended December 31, 2017 and Notes 5 and 9 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report.

Interest Rate Swap Agreements

In March 2011, we entered into five interest rate swap agreements, all with effective dates in October 2011, and immediately designated them as cash flow hedges in
accordance with Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 815, “ Derivatives and Hedging.”  The purpose of these
interest rate swap agreements is to attempt to hedge potential changes to our cash flows due to the variable interest nature of our senior term loan facilities. A notional amount of
$200.0 million of these interest rate swap agreements expired in October 2017. The remaining total notional amount of these interest rate swap agreements at September 30,
2018 was $200.0 million, which expire in September 2019. As of September 30, 2018 and December 31, 2017, the fair values of such interest rate swap agreements were
reflected as a $1.4 million liability and a $4.8 million liability, respectively, and were included in other long-term liabilities in the accompanying consolidated balance sheets set
forth in Item 1 of this Quarterly Report.

Off –Balance Sheet Arrangements

Our off-balance sheet arrangements are described in Note 10 of the Notes to Consolidated Financial Statements (Unaudited) set forth in Item 1 of this Quarterly Report
and are incorporated by reference herein.

Cautionary Note on Forward-Looking Statements

This Quarterly Report includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and
Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. The words “anticipate,” “believe,” “could,” “should,” “propose,” “continue,” “estimate,”
“expect,” “intend,” “may,” “plan,” “predict,” “project,” “will” and similar terms and phrases are used in this Quarterly Report to identify forward-looking statements. Except for
historical information contained herein, the matters addressed in this Quarterly Report are forward-looking statements. These statements relate to analyses and other information
based on forecasts of future results and estimates of amounts not yet determinable. These statements also relate to our future prospects, developments and business strategies.

These forward-looking statements are made based on our management’s expectations and beliefs concerning future events affecting us and are subject to uncertainties
and factors relating to our operations and business environment, all of which are difficult to predict and many of which are beyond our control. These uncertainties and factors
could cause our actual results to differ materially from those matters expressed in or implied by these forward-looking statements.

The following factors are among those, but are not only those, that may cause actual results to differ materially from the forward-looking statements:

 • disruptions in general economic and business conditions, particularly in geographies where our business may be concentrated;

 • volatility and disruption of the securities, capital and credit markets, interest rate increases, the cost and availability of capital for investment in real estate,
clients’ willingness to make real estate or long-term contractual commitments and other factors affecting the value of real estate assets, inside and outside the
United States;
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 •  increases in unemployment and general slowdowns in commercial activity;

 • trends in pricing and risk assumption for commercial real estate services;

 • the effect of significant movements in average cap rates across different property types;

 • a reduction by companies in their reliance on outsourcing for their commercial real estate needs, which would affect our revenues and operating performance;

 • client actions to restrain project spending and reduce outsourced staffing levels;

 • declines in lending activity of U.S. Government Sponsored Enterprises, regulatory oversight of such activity and our mortgage servicing revenue from the
commercial real estate mortgage market;

 • our ability to diversify our revenue model to offset cyclical economic trends in the commercial real estate industry;

 • our ability to attract new user and investor clients;

 • our ability to retain major clients and renew related contracts;

 • our ability to leverage our global services platform to maximize and sustain long-term cash flow;

 • our ability to maintain EBITDA and adjusted EBITDA margins that enable us to continue investing in our platform and client service offerings;

 • our ability to control costs relative to revenue growth;

 • economic volatility and market uncertainty globally related to uncertainty surrounding the implementation and effect of the United Kingdom’s referendum to
leave the European Union, including uncertainty in relation to the legal and regulatory framework that would apply to the United Kingdom and its
relationship with the remaining members of the European Union;

 • foreign currency fluctuations;

 • our ability to retain and incentivize key personnel;

 • our ability to compete globally, or in specific geographic markets or business segments that are material to us;

 • our ability to identify, acquire and integrate synergistic and accretive businesses;

 • costs and potential future capital requirements relating to businesses we may acquire;

 • integration challenges arising out of companies we may acquire;

 • the ability of our Global Investment Management business to maintain and grow assets under management and achieve desired investment returns for our
investors, and any potential related litigation, liabilities or reputational harm possible if we fail to do so;

 • our ability to manage fluctuations in net earnings and cash flow, which could result from poor performance in our investment programs, including our
participation as a principal in real estate investments;

 • our leverage under our debt instruments as well as the limited restrictions therein on our ability to incur additional debt, and the potential increased borrowing
costs to us from a credit-ratings downgrade;

 • the ability of CBRE Capital Markets to periodically amend, or replace, on satisfactory terms, the agreements for its warehouse lines of credit;

 • variations in historically customary seasonal patterns that cause our business not to perform as expected;

 • litigation and its financial and reputational risks to us;

 • our exposure to liabilities in connection with real estate advisory and property management activities and our ability to procure sufficient insurance coverage
on acceptable terms;
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 •  liabilities under guarantees, or for construction defects, that we incur in our Development Services business;

 • our and our employees’ ability to execute on, and adapt to, information technology strategies and trends;

 • cybersecurity threats, including the potential misappropriation of assets or sensitive information, corruption of data or operational disruption;

 • changes in domestic and international law and regulatory environments (including relating to anti-corruption, anti-money laundering, trade sanctions, tariffs,
currency controls and other trade control laws), particularly in Russia, Eastern Europe and the Middle East, due to the level of political instability in those
regions;

 • our ability to comply with laws and regulations related to our global operations, including real estate licensure, tax, labor and employment laws and
regulations, as well as the anti-corruption laws and trade sanctions of the U.S. and other countries;

 • our ability to maintain our effective tax rate, including during 2018 as we continue to assess the provisional amount recorded based upon our best estimate of
the tax impact of the Tax Act (which was enacted into law on December 22, 2017) in accordance with our understanding of the Tax Act and the related
guidance available;

 • changes in applicable tax or accounting requirements, including the impact of any subsequent additional regulation or guidance associated with the Tax Act;

 • the effect of implementation of new accounting rules and standards (including new lease accounting guidance which will be effective in the first quarter of
2019); and

 • the other factors described elsewhere in this Quarterly Report on Form 10-Q, included under the headings “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Critical Accounting Policies,” “Quantitative and Qualitative Disclosures About Market Risk” and Part II,
Item 1A, “Risk Factors” or as described in our Annual Report on Form 10-K for the year ended December 31, 2017, in particular in Part II, Item 1A “Risk
Factors”, or as described in the other documents and reports we file with the Securities and Exchange Commission (SEC).

Forward-looking statements speak only as of the date the statements are made. You should not put undue reliance on any forward-looking statements. We assume no
obligation to update forward-looking statements to reflect actual results, changes in assumptions or changes in other factors affecting forward-looking information, except to the
extent required by applicable securities laws. If we do update one or more forward-looking statements, no inference should be drawn that we will make additional updates with
respect to those or other forward-looking statements. Additional information concerning these and other risks and uncertainties is contained in our other periodic filings with the
SEC.

Item 3.   Quantitative and Qualitative Disclosures About Market Risk

The information in this section should be read in connection with the information on market risk related to changes in interest rates and non-U.S. currency exchange
rates in Part II, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk” in our Annual Report on Form 10-K for the year ended December 31, 2017.

Our exposure to market risk primarily consists of foreign currency exchange rate fluctuations related to our international operations and changes in interest rates on
debt obligations. We manage such risk primarily by managing the amount, sources, and duration of our debt funding and by using derivative financial instruments. We apply
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 815, “Derivatives and Hedging,” when accounting for derivative financial
instruments. In all cases, we view derivative financial instruments as a risk management tool and, accordingly, do not use derivatives for trading or speculative purposes.
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 Exchange Rates

Our foreign operations expose us to fluctuations in foreign exchange rates. These fluctuations may impact the value of our cash receipts and payments in terms of our
functional (reporting) currency, which is U.S. dollars. See the discussion of international operations, which is included in Item 2. “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” under the caption “Items Affecting Comparability—International Operations” and is incorporated by reference herein.

Interest Rates

We manage our interest expense by using a combination of fixed and variable rate debt. We enter into interest rate swap agreements to attempt to hedge the variability
of future interest payments due to changes in interest rates. See discussion of our interest rate swap agreements, which is included in Item 2. “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” under the caption “Liquidity and Capital Resources—Indebtedness—Interest Rate Swap Agreements” and is
incorporated by reference herein.

The estimated fair value of our senior term loans was approximately $747.7 million at September 30, 2018. Based on dealers’ quotes, the estimated fair values of our
4.875% senior notes and 5.25% senior notes were $612.9 million and $443.1 million, respectively, at September 30, 2018.

We utilize sensitivity analyses to assess the potential effect of our variable rate debt. If interest rates were to increase 100 basis points on our outstanding variable rate
debt at September 30, 2018, excluding notes payable on real estate, the net impact of the additional interest cost would be a decrease of $5.2 million on pre-tax income and a
decrease of $5.2 million in cash provided by operating activities for the nine months ended September 30, 2018.

Item 4.   Controls and Procedures

Disclosure Controls and Procedures

Rule 13a-15 of the Securities and Exchange Act of 1934, as amended, requires that we conduct an evaluation of the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this Quarterly Report, and we have a disclosure policy in furtherance of the same. This evaluation is designed to ensure that all
corporate disclosure is complete and accurate in all material respects. The evaluation is further designed to ensure that all information required to be disclosed in our SEC
reports is accumulated and communicated to management to allow timely decisions regarding required disclosures and recorded, processed, summarized and reported within the
time periods and in the manner specified in the SEC’s rules and forms. Any controls and procedures, no matter how well designed and operated, can provide only reasonable
assurance of achieving the desired control objectives. Our Chief Executive Officer and Chief Financial Officer supervise and participate in this evaluation, and they are assisted
by our Chief Accounting Officer and other members of our Disclosure Committee. In addition to our Chief Accounting Officer, our Disclosure Committee consists of our
General Counsel, our Chief Digital and Technology Officer, our chief communication officer, our corporate controller, our senior director of Global SOX Assurance, our senior
officers of significant business lines and other select employees.

We conducted the required evaluation, and our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures (as
defined by Securities Exchange Act Rule 13a-15(e)) were effective as of September 30, 2018 to accomplish their objectives at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

No changes in our internal control over financial reporting occurred during the fiscal quarter ended September 30, 2018 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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     PART II – OTHER INFORMATION

Item 1.   Legal Proceedings

There have been no material changes to our legal proceedings as previously disclosed in our Annual Report on Form 10-K for the fiscal year ended December 31,
2017.

Item 1A.   Risk Factors

There have been no material changes to our risk factors as previously disclosed in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017.

Item 2.   Unregistered Sales of Equity Securities and Use of Proceeds

As permitted by our director compensation policy, two of our non-employee directors elected to receive shares of our Class A common stock as consideration for their
service as directors in lieu of cash payments during the three months ended September 30, 2018. Director fees are allocated in quarterly installments, and the non-employee
directors participating in the “stock in lieu of cash” program were issued 4,072 shares on August 7, 2018 in lieu of $202,000 in accrued director fees. The number of shares
issued was based on the closing price on the NYSE of our Class A common stock on the date of issuance. The issuance of these securities qualified for an exemption from
registration under the Securities Act of 1933, as amended, or the Securities Act, pursuant to Section 4(a)(2) of the Securities Act because the issuance did not involve a public
offering.
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Item 6.    Exhibits
 
    Incorporated by Reference

Exhibit
No.

 
Exhibit Description

 
Form

 
SEC File No.

 
Exhibit

 
Filing Date

 
Filed Herewith

             
    3.1  Amended and Restated Certificate of Incorporation of

CBRE Group, Inc.
 8-K  001-32205  3.1  05/23/2018   

             
    3.2  Amended and Restated By-Laws of CBRE Group, Inc.  8-K  001-32205  3.2  05/23/2018   
             
  10.1  Employment and Transition Agreement dated as of

August 17, 2018 by and between CBRE, Inc. and Calvin
W. Frese, Jr. +

         X

             
  31.1  Certification of Chief Executive Officer pursuant to

Rule 13a-14(a) under the Securities Exchange Act of
1934, as adopted pursuant to §302 of the Sarbanes-
Oxley Act of 2002

         X

             
  31.2  Certification of Chief Financial Officer pursuant to Rule

13a-14(a) under the Securities Exchange Act of 1934, as
adopted pursuant to §302 of the Sarbanes-Oxley Act of
2002

         X

             
  32  Certifications of Chief Executive Officer and Chief

Financial Officer pursuant to 18 U.S.C. §1350, as
adopted pursuant to §906 of the Sarbanes-Oxley Act of
2002

         X

             
101.INS  XBRL Instance Document          X
             
101.SCH  XBRL Taxonomy Extension Schema Document          X
             
101.CAL  XBRL Taxonomy Extension Calculation Linkbase

Document
         X

             
101.DEF  XBRL Taxonomy Extension Definition Linkbase

Document
         X

             
101.LAB  XBRL Taxonomy Extension Label Linkbase Document          X
             
101.PRE  XBRL Taxonomy Extension Presentation Linkbase

Document
         X

 

+ Denotes a management contract or compensatory arrangement
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   SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

  CBRE GROUP, INC.
   
Date:  November 9, 2018  /s/ James R. Groch
  James R. Groch
  Chief Financial Officer (Principal Financial Officer)
   
Date:  November 9, 2018  /s/ Dara A. Bazzano
  Dara A. Bazzano
  Chief Accounting Officer (Principal Accounting Officer)
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Exhibit 10.1
EMPLOYMENT AND TRANSITION AGREEMENT

Calvin W. Frese, Jr.

EMPLOYMENT AND TRANSITION AGREEMENT (this “Agreement”), dated as of August 17, 2018, by and between CBRE, Inc.,
a Delaware corporation (the “Company”) and Calvin W. Frese, Jr. (“Executive” and, together with the Company, the “Parties”).

WHEREAS, the Parties desire to enter into this Agreement to (a) set forth certain terms with respect to Executive’s continued
employment with the Company and eventual planned retirement as of the Retirement Date (defined below) and (b) amend that certain
Restrictive Covenants Agreement with the Company dated as of December 1, 2017 as provided herein.

NOW, THEREFORE, in consideration of the promises and the mutual covenants herein contained, the Parties hereby agree as follows:

1. Effective Date; Term.  This Agreement shall become effective on the eighth (8th) day following its execution by Executive; provided,
that, Executive does not revoke this Agreement in accordance with Section 7(g) below. Subject to earlier termination in accordance with the
provisions of Section 5 below, Executive shall be employed by the Company under the terms of this Agreement for the period commencing on
the Effective Date and ending on December 31, 2019 (the “Term”). December 31, 2019, the date on which the Term expires, is hereafter
referred to as the “Retirement Date.”

2. Compensation and Benefits.  This Section 2 sets forth all of Executive’s entitlements with respect to compensation or benefits during
the Term.

a. Base Salary.  During the Term, Executive will continue to be paid a base salary at the rate of $700,000 per year (the “Base
Salary”), which Base Salary shall be paid in periodic installments in accordance with the Company’s payroll practices.

b. Employee Benefits.  During the Term, Executive will remain eligible to participate in all employee benefit plans of the
Company in accordance with the terms of such plans as in effect from time to time.

c. 2018 Bonus.  Executive will remain eligible to receive an annual discretionary bonus award for 2018 under the terms of the
Company’s Executive Bonus Plan, with a target annual bonus of $1,050,000 (the “2018 Bonus”), which 2018 Bonus, if and to the extent
earned, will be paid to Executive on the same date in 2019 on which bonuses are paid to other senior executives of the Company.

016790-0010-17195-Active.27338586.11



 
 d. Quarterly Payments.  Subject to Executive’s continued compliance with the “Restrictive Covenants” (as defined below) through

each applicable payment date, Executive will receive the following payments (each, a “Quarterly Payment”) in the following amounts on the
first payroll date after the date shown below:

 
Date  Payment Amount
March 31, 2019, June 30, 2019 September 30,
2019 and December 31, 2019

 $500,000

March 31, 2020, June 30, 2020, September 30,
2020 and December 31, 2020

 $2,500,000

 
e. Benefits Continuation.  Executive will receive the “Benefits Continuation” (as defined below) following the termination of his

employment pursuant to Sections 5(a), 5(b), 5(d) or 5(e), subject, in all cases other than due to a termination pursuant to Section 5(b), to
Executive’s continued compliance with the Restrictive Covenants and Executive executing and not revoking a release of claims substantially
identical to the release set forth in Section 7(g) below following the date on which Executive’s employment terminates.  “Benefits
Continuation” shall mean, upon Executive’s timely election of COBRA, continued coverage for Executive and his eligible dependents in the
Company’s medical, dental, vision and prescription drug plans at active employee rates through the earlier of the date on which Executive
becomes eligible for Medicare coverage (or, in the case of a termination pursuant to Section 5(b) only, the date on which Executive would
have attained age 65) or the date on which he becomes eligible for coverage under the healthcare plans of a subsequent employer; provided,
that, in the event that COBRA expires or the Company cannot continue coverage under the Company plans for any reason, then the Company
shall instead pay Executive a monthly payment in an amount equal to the Company’s portion of the healthcare premiums under the Company
plans and assist Executive in obtaining comparable coverage from a third party healthcare provider. For the avoidance of doubt, Executive will
not receive the Benefit Continuation if his employment is terminated pursuant to Section 5(c).  

f. Expense Reimbursement.  Executive may be reimbursed for reasonable business expenses so long as pre-authorized by the
Company’s Chief Executive Officer (the “CEO”).

g. Equity Awards.  Upon the Effective Date, all outstanding unvested equity awards held by Executive shall be automatically
forfeited.

3. Severance Plan.  Upon the Effective Date, Executive shall automatically cease to be a participant in the Company’s Change in
Control and Severance Plan for Senior Management (the “Severance Plan”).
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 4. Duties.  During the Term, Executive shall (i) continue as the Global Group President until August 17, 2018 (the “Transition Date”)
and (ii) following the Transition Date, step down as Global Group President and continue to serve in a non-executive capacity with such duties
as reasonably determined by the CEO, and provide such reasonable transitional services as may be requested from time to time by the CEO,
including, without limitation, assisting with the reorganization of the Company’s operations and being available to the Company’s executive
leadership team on an advisory basis to respond to inquiries regarding personnel and clients.

5. Termination of Employment.  Except as otherwise expressly required by law or as specifically provided in this Section 5 or Section
2(e), all of Executive’s rights to salary, severance, benefits, bonuses and other amounts hereunder (if any) shall cease upon the termination of
Executive’s employment hereunder.  If Executive’s employment with the Company is terminated for any reason, Executive’s sole and
exclusive remedy with regard to the compensation for services shall be to receive the payments and benefits described in this Section 5, as
applicable.  

a. Disability.  Executive’s employment hereunder shall terminate upon Executive’s “Disability” (as defined below).  Upon the
termination of Executive’s employment as a result of this Section 5(a), Executive shall receive (i) (A) any unpaid Base Salary accrued through
such date of termination, (B) any vested or accrued benefits provided for under the applicable terms of applicable Company employee benefit
plans or arrangements in accordance with such terms, and (C) any unreimbursed expenses in accordance with Company policy, in each case,
paid to Executive within fifteen (15) days following such date of termination or on such earlier date as may be required by applicable law (such
amounts, and the applicable terms of payment, are hereafter referred to as the “Accrued Amounts”) in a single lump sum, and (ii) subject
Executive’s continued compliance with the Restrictive Covenants and Executive executing and not revoking a release of claims substantially
identical to the release set forth in Section 7(g) below following the date on which Executive’s employment terminates, (A) any earned but
unpaid 2018 Bonus (based on the terms of the Company’s Executive Bonus Plan), to be paid in accordance with Section 2(c) (such earned but
unpaid bonus and the applicable terms of payment, the “Earned Bonus”), (B) continued payment of the Base Salary Executive would otherwise
have received under this Agreement had Executive’s employment continued through the Retirement Date (the “Base Salary Continuation”),
and (C) continued payment of the Quarterly Payments in accordance with Section 2(d).  For purposes of this Agreement, “Disability” shall
mean that Executive is disabled within the meaning of Section 409A(a)(2)(C)(i) or (ii) of the Internal Revenue Code of 1986, as amended.  

b. Death.  Executive’s employment hereunder shall terminate upon Executive’s death.  Upon the termination of Executive’s
employment as a result of this Section 5(b), Executive’s estate shall receive (i) the Accrued Amounts, (ii) the Base Salary Continuation, (ii) the
Earned Bonus, and (iii) continued payment of the Quarterly Payments in accordance with Section 2(d).  
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 c. Termination by the Company for Cause or resignation by Executive.  At any time during the Term, (i) the Company may

immediately terminate Executive’s employment hereunder for “Cause” (as defined below); and (ii) Executive may immediately terminate
Executive’s employment hereunder.  Upon the termination of Executive’s employment pursuant to this Section 5(c), Executive shall have no
further rights to any compensation or any other benefits under this Agreement other than the Accrued Amounts.  For purposes of this
Agreement, “Cause” shall mean the breach of the “Restrictive Covenants Agreement” (as defined below) by Executive.

d. Termination by the Company without Cause.  At any time during the Term, the Company may terminate Executive’s
employment hereunder without Cause.  Upon the termination of Executive’s employment pursuant to this Section 5(d), Executive shall receive
the Accrued Amounts and, subject Executive’s continued compliance with the Restrictive Covenants and Executive executing and not revoking
a release of claims substantially identical to the release set forth in Section 7(g) below following the date on which Executive’s employment
terminates, Executive shall be entitled to receive (i) the Base Salary Continuation, (ii) the Earned Bonus, and (iii) continued payment of the
Quarterly Payments in accordance with Section 2(d).

e. Termination upon the Retirement Date.  Unless earlier terminated in accordance with this Section 5, Executive’s employment
hereunder shall automatically terminate on the Retirement Date and, upon the Retirement Date, Executive shall receive the Accrued Amounts
and, subject to Executive’s continued compliance with the Restrictive Covenants and Executive executing and not revoking a release of claims
substantially identical to the release set forth in Section 7(g) below following the Retirement Date, Executive (or, if Executive should die prior
to December 31, 2020, Executive’s estate) shall continue to be paid the Quarterly Payments in accordance with Section 2(d) above.  

6. Restrictive Covenants.  Executive entered into that certain Restrictive Covenants Agreement with the Company dated as of December
1, 2017 (as amended by this Agreement, the “Restrictive Covenants Agreement”), which contains post-termination non-competition and non-
solicitation of clients and employees covenants during the “Restricted Period” (which, as hereby amended, shall be the period beginning on the
Effective Date and ending on December 31, 2020) (such covenants, together with all other restrictive covenants to which Executive remains
subject following the Effective Date under any plan, policy or agreement of or with any member of the Company Group, collectively, the
“Restrictive Covenants”).  Notwithstanding any provision of the Restrictive Covenants Agreement to the contrary, Executive hereby
acknowledges and agrees that (a) the non-competition and non-solicitation covenants set forth in the Restrictive Covenants Agreement shall
also apply following a termination of Executive’s employment at any time for any reason, including pursuant to Sections 5(a), (c), (d) or (e)
and (b) Exhibit A of the Restrictive Covenants Agreement is hereby amended to add as Item 18 the following: Any other commercial real
estate company that competes with any line of business of the Company Group (as such term is defined in the Restrictive Covenants
Agreement).  In the event Executive breaches any of the Restrictive Covenants, then, in addition to any other remedies available to the
Company in law or in equity, (i) the Company shall have no further obligation to make any additional payments or provide any further benefits
hereunder (other than the Accrued Amounts, to the extent then unpaid) and (ii) to the maximum extent permitted by applicable law, Executive
shall be required to repay to the Company promptly following written notification that such breach has occurred all previously paid
installments of the Quarterly Payments and any Base Salary amounts paid following Executive’s termination of employment (other than the
Accrued Amounts).
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   7. Miscellaneous .

a. Amendments.  No provision of this Agreement may be modified, waived or discharged unless such waiver, modification or
discharge is agreed to in a writing signed by Executive and an officer of the Company (other than Executive) duly authorized by the Board to
execute such amendment, waiver or discharge.  

b. Successors and Assigns.

i. This Agreement is personal to Executive and without the prior written consent of the Company shall not be assignable by
Executive otherwise than by will or the laws of descent and distribution.  This Agreement shall inure to the benefit of and be enforceable by
Executive’s legal representatives.

ii. This Agreement shall inure to the benefit of and be binding upon the Company and its successors.

c. Notice.  For the purpose of this Agreement, notices and all other communications provided for in this Agreement shall be in
writing and shall be deemed to have been duly given if delivered personally, if delivered by overnight courier service, or if mailed by registered
mail, or if sent by electronic mail.

If to Executive, to such address as shall most currently appear on the records of the Company.

If to the Company, to:

CBRE, Inc.
400 South Hope St., 25th Floor
Los Angeles, California 90071
Attention:  General Counsel
 

d. Arbitration.  Section 13.2 of the Severance Plan is hereby incorporated into and made part of this Agreement.

 e. GOVERNING LAW; JURY TRIAL WAIVER.  THIS AGREEMENT WILL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF ILLINOIS, WITHOUT GIVING EFFECT TO ANY CHOICE OF LAW OR
CONFLICTING PROVISION OR RULE (WHETHER OF THE STATE OF ILLINOIS OR ANY O THER JURISDICTION) THAT
WOULD CAUSE THE LAWS OF ANY JURISDICTION OTHER THAN THE STATE OF ILLINOIS TO BE APPLIED.  EACH PARTY
TO THIS AGREEMENT WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING, CLAIM OR COUNTERCLAIM.

f. Entire Agreement.  This Agreement, together with the Restrictive Covenants Agreement, constitutes the entire agreement
between the parties as of the Effective Date and supersedes all previous agreements and understandings between the Parties with respect to the
subject matter hereof.
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 g. Release.  For and in consideration of the continued employment described in Section 1 and the payments and benefits described

in Section 2, Executive hereby agrees on behalf of himself, his agents, assignees, attorneys, successors, assigns, heirs and executors, to, and
Executive does hereby, fully and completely forever release the Company and its past, current and future affiliates, predecessors and successors
and all of their respective past and/or present officers, directors, partners, members, managing members, managers, employees, agents,
representatives, administrators, attorneys, insurers and fiduciaries, in their individual and/or representative capacities (hereinafter collectively
referred to as the “Company Releasees”), from any and all causes of action, suits, agreements, promises, damages, disputes, controversies,
contentions, differences, judgments, claims, debts, dues, sums of money, accounts, reckonings, bonds, bills, specialties, covenants, contracts,
variances, trespasses, extents, executions and demands of any kind whatsoever, which Executive or his agents, assignees, attorneys, successors,
assigns, heirs and executors ever had, now have or may have against the Company Releasees or any of them, in law or equity, whether known
or unknown to Executive, for, upon, or by reason of, any matter, action, omission, course or thing whatsoever occurring up to the date this
Agreement is signed by Executive, including, without limitation, in connection with or in relationship to Executive’s employment or other
service relationship with the Company, and any applicable employment, compensatory or equity arrangement with the Company, any claims of
breach of contract, wrongful termination, retaliation, fraud, defamation, infliction of emotional distress or national origin, race, age, sex, sexual
orientation, disability, medical condition or other discrimination or harassment, (such released claims are collectively referred to herein as the
“Released Claims”); provided, that, Executive does not waive or release (a) any claims with respect to the right to enforce this Agreement, (b)
claims with respect to any vested right Executive may have under any employee pension or welfare benefit plan of the Company, (c) any rights
Executive may have for indemnification from the Company or any of its affiliates, and (d) any claims that may not be waived by law.

Notwithstanding the generality of the immediately preceding paragraph, the Released Claims include, without limitation, (a) any and all
claims under Title VII of the Civil Rights Act of 1964, the Age Discrimination in Employment Act of 1967 (the “ADEA,” a law which
prohibits discrimination on the basis of age), the Civil Rights Act of 1971, the Civil Rights Act of 1991, the Fair Labor Standards Act,
Employee Retirement Income Security Act of 1974, the Americans with Disabilities Act, the Family and Medical Leave Act of 1993, the
National Labor Relations Act, the Equal Pay Act, the Securities Act of 1933, the Securities Exchange Act of 1934, the Rehabilitation Act of
1973, the Worker Adjustment and Retraining Notification Act, Illinois civil rights laws and regulations, Illinois wage/hour laws and
regulations, all as amended, and any and all other federal, state or local laws, statutes, rules and regulations pertaining to employment or
otherwise, and (b) any claims for wrongful discharge, breach of contract, fraud, misrepresentation or any compensation claims, or any other
claims under any statute, rule or regulation or under the common law, including compensatory damages, punitive damages, attorney’s fees,
costs, expenses and all claims for any other type of damage or relief.
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 THIS MEANS THAT, BY SIGNING THIS AGREEMENT, EXECUTIVE WILL HAVE WAIVED ANY RIGHT EXECUTIVE

MAY HAVE HAD TO BRING A LAWSUIT OR MAKE ANY CLAIM AGAINST THE COMPANY RELEASEES BASED ON ANY
ACTS OR OMISSIONS OF THE COMPANY RELEASEES UP TO THE DATE OF THE SIGNING OF THIS AGREEMENT.
NOTWITHSTANDING THE ABOVE, NOTHING IN THIS SECTION 7(G) SHALL PREVENT EXECUTIVE FROM (I)
INITIATING OR CAUSING TO BE INITIATED ON HIS BEHALF ANY COMPLAINT, CHARGE, CLAIM OR PROCEEDING
AGAINST THE COMPANY BEFORE ANY LOCAL, STATE OR FEDERAL AGENCY, COURT OR OTHER BODY
CHALLENGING THE VALIDITY OF THE WAIVER OF HIS CLAIMS UNDER ADEA CONTAINED IN THIS SECTION 7(G)
(BUT NO OTHER PORTION OF SUCH WAIVER); OR (II) INITIATING OR PARTICIPATING IN (BUT NOT BENEFITING
FROM) AN INVESTIGATION OR PROCEEDING CONDUCTED BY THE EQUAL EMPLOYMENT OPPORTUNITY
COMMISSION WITH RESPECT TO ADEA.

Executive represents that he has read carefully and fully understands the terms of this Agreement, and that Executive has been advised to
consult with an attorney and has availed himself of the opportunity to consult with an attorney prior to signing this Agreement. Executive
acknowledges and agrees that he is executing this Agreement willingly, voluntarily and knowingly, of his own free will, in exchange for the
continued employment described in Section 1 and the payments and benefits described in Section 2, and that he has not relied on any
representations, promises or agreements of any kind made to him in connection with his decision to accept the terms of this Agreement, other
than those set forth in this Agreement. Executive acknowledges that he could take up to twenty-one (21) days to consider whether he
wants to sign this Agreement and that the ADEA gives him the right to revoke the Agreement within seven (7) days after it is signed,
and Executive understands that he will not receive any payments or benefits under Section 2 this Agreement (other than payment of
Accrued Amounts), subject to the terms and conditions thereof, until such seven (7) day revocation period has passed and then, only if
he has not revoked the Agreement. To the extent Executive has executed the Agreement within less than twenty-one (21) days after its
delivery to him, Executive hereby waives the twenty-one (21) day period and acknowledges that his decision to execute the Agreement
prior to the expiration of such twenty-one (21) day period was entirely voluntary. If Executive revokes this Agreement, it shall be null
and void.

h. Withholding Taxes.  The Company shall be entitled to withhold from any payment due to Executive hereunder any amounts
required to be withheld by applicable tax laws or regulations.

i. Survival.  Sections 5, 6 and 7 shall survive and continue in full force in accordance with their terms notwithstanding any
termination of Executive’s employment with the Company.

j. Counterparts.  This Agreement may be executed in one or more counterparts, each of which shall be deemed to be an original but
all of which together will constitute one and the same instrument.

[Signature page follows.]
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 IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first above written.

 
CBRE, Inc.
 
By:  /s/ J. Christopher Kirk
Name:  J. Christopher Kirk
Title:  Chief Administrative Officer
   
   
Executive
 
/s/ Calvin W. Frese, Jr.
Calvin W. Frese, Jr.

 

[Signature page to Employment and Transition Agreement]



 
EXHIBIT 31.1

Certification of Chief Executive Officer Pursuant to
Rule 13a-14(a) Under the Securities Exchange Act of 1934, as Amended

 
I, Robert E. Sulentic, certify that:
 

 1) I have reviewed this quarterly report on Form 10-Q of CBRE Group, Inc.;

 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 3) Based on my knowledge, the financial statements and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4) The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 5) The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

 
Date:  November 9, 2018  /s/ Robert E. Sulentic
  Robert E. Sulentic
  President and Chief Executive Officer
 

 



 
EXHIBIT 31.2

Certification of Chief Financial Officer Pursuant to
Rule 13a-14(a) Under the Securities Exchange Act of 1934, as Amended

 
I, James R. Groch, certify that:
 

 1) I have reviewed this quarterly report on Form 10-Q of CBRE Group, Inc.;

 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 3) Based on my knowledge, the financial statements and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4) The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 5) The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

 
Date:  November 9, 2018  /s/ James R. Groch
  James R. Groch
  Chief Financial Officer
 

 



 
EXHIBIT 32

Certifications of Chief Executive Officer and Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act Of 2002
 

The undersigned, Robert E. Sulentic, Chief Executive Officer, and James R. Groch, Chief Financial Officer of CBRE Group, Inc. (the “Company”), hereby certify as
of the date hereof, solely for the purposes of 18 U.S.C. §1350, that:

 (i) the Quarterly Report on Form 10-Q for the period ended September 30, 2018, of the Company (the “Report”) fully complies with the requirements of
Section 13(a) and 15(d), as applicable, of the Securities Exchange Act of 1934; and

 (ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company at the dates
and for the periods indicated.

 
Date:  November 9, 2018  /s/ Robert E. Sulentic
  Robert E. Sulentic
  President and Chief Executive Officer
 
  /s/ James R. Groch
  James R. Groch
  Chief Financial Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the Report or as a separate disclosure
document.

 


