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CO; Emissions in 2002
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Climate Change Attention
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Climate Change Attention
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Rising Electricity Costs

Source: U.S. Energy Information Administration




Depleting Water Supplies

Source: http://www.drought.unl.edu/dm/monitor.html -




Increasing Waste Production

Per Capita Averages (in Ibs) - U.S. Waste

L e
Generated y Recycled Landfill

1980 3.66 0.35 9.6% 3.31
2005 4.54 1.08 23.8% 3.46

While recycling rates are higher, Americans still
send substantially more to landfills today than we
did 25 years ago.




Real Estate Response

Source: http://nreionline.com/images/GreenBuildings.pdf




Multifamily Demand

Market demand for “green” in the multifamily sector is
following commercial real estate

Residents are sensitive to
rising energy and water
costs and show a higher
environmental
CONSCIoUsSness

63% of nearly 2,800 respondents
deem green operations important
in their communities

Of nearly 1600 respondents:

80% feel that living in a community that is
working to lower its environmental or
carbon footprint is important

68% would be more willing to renew their
leases if their communities were
implementing green practices




Local Policy Response

* Chicago

* New York

» Boston

« San Francisco

» Washington, D.C.
 Seattle

Source: http://www.usmayors.org/climateprotection/ClimateChange.asp




Energy: The BIG Rock

* Energy is the single largest

Commercial Building controllable operating cost

Operating Expenses
» 30% of energy is typically
wasted in commercial
buildings

* Energy is the critical
component of “green
buildings”

e Low- and no-cost measures
are easiest to implement




Energy Use In Office Buildings
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Source: U.S. Department of Energy EERE -




Operating Hours

Small operational changes
Big savings

Adjust operating hours =
Potential whole-building

Sample building: Adjusts energy savings of more than

standard operating hours 10%
(Mon.-Fri. 8 a.m.-6 p.m.

and Sat. 8 a.m.-1 p.m.) by

providing Sat. hours only

upon request -




Thermostats

Small operational changes  Big savings

Adjust thermostat 2 degrees =
Potential whole-building
energy savings of 4 to 8%




Lighting

Small equipment changes Big savings

Change incandescents to CFL & HID
Change T12 fluorescents to T8 and T5
Delamp and disconnect unused ballasts
Install occupancy sensors
Switch to high efficiency LED exit signs
Install timers or photocells for exterior lighting

Potential whole-building energy savings of 8 to 22%

See upcoming IREM Key Report “A
Practical Guide to Green Real Estate
Management” for more ideas

Source: ENERGY STAR Best Practices Training




Water: The Looming Issue

Commercial buildings use 20% of U.S. drinking water supplies

National

Average
Rate
Increases
over

Select Two-
Year Periods n

Source: USA Today, Dec.
2007, http://www.usatoday.com/news/nation/2007-12-27-water_N.htm




Average Breakdowns

Office Building Water Use Multifamily Water Use

Kitchens
3%

Cooling &

Heating
)ools 1%
1%

Dishwashing
3%

Source: Pacific Institute, Denver Water Conservation




Water Saving Strategies

» Sub-meter tenants for actual water use
(conservatively estimated to save 15% In
MFH)

 Find and repair leaks
 Reduce watering times

o Smart and efficient irrigation systems
e Drought-resistant plants

« Graywater recycling Buildings built before

e Rainwater catchment 1993 have largest
opportunities for

savings

Source: Portland Water Bureau




Waste Production

A building’s waste stream is a function of purchasing and
operations.

Office Buildings*

* 93% of office waste is paper products, 77% of which is
recyclable

« 1.51bs of paper per employee thrown away every day

e Smart use/recycling can bring significant savings

Multifamily Housing**

* \Waste stream approximately 40% organic waste, 25%
paper, 12% construction, 9% plastic, 5% glass, 5% metal

* Nearly all can be diverted from landfills through recycling
and composting

Source: *Pennsylvania Dept of Environmental Protection; **California Integrated
Waste Management Board




Reducing Waste Stream

Start with benchmarking

Look for trash hauler that measures and
charges by volume, not pulls

Education of tenants/residents is key
First step — Reduce

Then — Reuse

Finally — Recycle




Results

* The value of sustainable real estate:
—Improved financial metrics
—Reduced environmental footprint

—Expanded market differentiation




Improved Financial Metrics:

Pennies to Millions

Energy Financial Asset Value
Savings Savings Increase for a 10
per SF per SF MSF Portfolio
1% 2.26¢ $3.8 million
2.5% 5.65¢ $9.4 million
5% 11.3¢ $18.8 million
10% 22.6¢ $38 million

In a 10 million SF portfolio, a 10% reduction in
energy consumption could translate to a $38
million increase in asset value

Assumptions: energy costs = $2.26/sf, capitalization rate = 6%




Reduced Environmental Footprint: Energy

Portfolio Example Carbon Equivalents
* 10 MSF portfolio e 2,735 cars taken off our
* Use 10% less energy roads for one year, or
« Save 20 million kWh of e 104 acres of forest
electricity

preserved, or

e 4,255 tons of waste
recycled

e Avoid 12,637 metric tons
of CO2 emissions




Reduced Environmental Footprint: Water

« Over a third of a typical city’s energy use goes toward
the treatment and delivery of water and the collection
and treatment of wastewater*

 Reducing commercial building consumption by 10%
would save over 2 trillion gallons annually — **
(over 3 million Olympic-sized
swimming pools)

e This would save municipalities
an estimated 10,500,000,000 kWh
annually = $1 billion

Sources: American Council for an Energy-Efficient
Economy*, ENERGY STAR**




Expanded Market Differentiation

“Real estate long had one guiding principle: location.
Now, environmental sustainability has joined the top tier of
Industry tenets in these times of financial turmoil and fierce

competition for renters and workers.”

— Chicago Tribune, Nov. 2007

 Industry experts predict “non-green” buildings will
become obsolete

e Maintain your market advantage by focusing on
sustainability

Source for quote: http://www.chicagotribune.com/business/chi-
wed_notebook 1107nov07,0,5621336.story




ENERGY STAR

 Helps businesses save money and reduce environmental
footprint through energy efficiency

e Voluntary public-private partnership (more than 12,000
partners)

* In 2006 alone, helped Americans save $14 billion in energy

COsts

4,300+ ENERGY STAR-labeled buildings:
— Use 35% less energy
— Command higher rents
— Have lower operating expenses
— Have higher occupancy rates

— Are good for their communities

Source: ENERGY STAR Benchmarking Training




ENERGY STAR Portfolio Manager

Is 10 MPG high or Is 90 kBtu/sf/year high or
low for an automobile? low for an office building?
Fuel
Efficiency Rating
MPG
Energy
Performance Rating
Scale 1-100
Source: ENERGY STAR Benchmarking Training




National Energy Performance Rating

Source: ENERGY STAR Benchmarking Training. Sample size: 4,000 Office Structures.




CoStar Study on Occupancy of
ENERGY STAR Buildings

Source : CoStar report, “Does Green Pay Off?”, 2007 -




CoStar Study on Direct Rental Rates for
ENERGY STAR Buildings

Source : CoStar report, “Does Green Pay Off?”, 2007 -




USGBC and LEED

USGBC is a non-profit
with 15,000 member
organizations from
across the building
industry

USGBC's LEED
(Leadership in Energy
and Environmental

Design) rating systems:

nationally-accepted
benchmark for the
design, construction
and operation of green
buildings

Source for chart: NAIOP, “Green Building
Incentives that Work,” Nov. 2007.

growing exponentially: 1,212 as of August 2008

LEED-New Construction
Registered/Certified Project
Growth, 2000-2006




LEED Rating Systems




LEED For Existing Buildings:
Operations and Maintenance

Addresses building’s
physical systems and the
way it's occupied and
operated

Process of reporting,
Inspection, and review
over building’s life

Most points for energy

Minimum ENERGY STAR
rating of 69

Sustainable Site 12
Water Efficiency 10
Energy & 30
Atmosphere
Materials & 14
Resources
Indoor 19
Environmental
Quality
Innovation in 7
Operations
Total 92




Tenant Demand for Green Buildings

« Pressure on owners and managers for greater efficiency and
sustainability

« Tenants are asking for LEED for Commercial Interiors (LEED-
Cl) certification of office space

» Greater demand for green buildings = lower vacancy

Vacancy Rates in Office Space Office Space Rents per SF

I i eep Buidings  [lieeD classa [l A1 class A (LEED + non-LEED)

Source for chart: RREEF Research report, “The Greening of U.S. Investment Real Estate,” Nov. 2007




Practical Approach

Secure top-down commitment
Develop policy, plan, and baselines
Develop goals, roles, and timeframes
Establish a protocol for tracking
Implement training

Perform financial analysis

Measure and verify results
Communicate success

Continuously reassess




Guiding Principles

Establish baselines and reqgular tracking to
monitor and verify results

Cost-effective approach focusing on
no/low-cost measures first

Focus on property improvements rather
than labels and certification

Enhance corporate image
It’'s a marathon, not a sprint




Summary

Improved environmental performance
addresses energy , water, and waste, leading to:

 Reduced operating expenses

e Increased NOI and asset value

o Greater tenant retention & attraction
o Market differentiation
 Environmental leadership




Additional Resources

« ENERGY STAR Web site:
www.energystar.gov

e USGBC Web site: www.usqgbc.org

e John Klein, JDM Associates:
klein@jdmgmt.com, 301-261-8066




Sustainable Real Estate
Management

A Practitioner’s Approach




An Overview

Who BECO is and what we want to
accomplish — a case study begins!

Why are we going green?

— Where we are today

— After initial efforts, we had to do more
Steps to sustainabllity

Conclusion/Q&A




About BECO

Privately owned

Washington D.C. area

3.5 M sq. ft. commercial buildings

26 total properties/56 total buildings
Range in age 2-30 years old

6 property managers/27 PM employees
52 total employees




Why are we going green?

 Financial — it makes sense
 Environmental — it's the right thing to do

e Social perspective — corporate social
responsibility




Energy Reduction Mission Statement

BECO is committed to the sustainability of our properties and the preservation
of our community’s natural resources through reduced energy consumption, the
use of environmentally friendly building supplies, and an enhanced recycling
and waste management program.

To help us achieve this mission, BECO has hired an outside consulting firm and
an internal sustainability manager to develop and implement BECO'’s
Sustainability Management Plan. The primary goals of our plan include:

* Reducing overall energy consumption while maintaining a comfortable
climate for our occupants

« Employing innovative technologies and more efficient lighting fixtures to
conserve energy

* Working in conjunction with building tenants, vendors, and engineers to
recycle building waste including, but not limited to, paper, cardboard, plastic,

aluminum, light bulbs, and steel products -




An Internal Assessment

Made the commitment

Hybrid vehicles/telecommuting
Hired a sustainability manager
Biodegradable products C
Recycled paper/recycling '5)
Educating employees

<( (T
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CONCLUSION - IT IS NOT ENOUGH




Property Assessment

No paper notices at buildings

Fluorescent lighting, common areas

Restroom motion sensors

Building events — biodegradable paper and plastic
Recycling

T-8 conversions

Parking/garage lighting off during day, reduced hours Iin
middle of night

Saturday HVAC hours requests only
CONCLUSION: IT IS NOT ENOUGH!!




Steps to Sustainability

We are here




Make the Commitment

o Establish a corporate policy
* Develop a plan, timeline and goals

e Establish leadership and a team to focus
on sustainability




Understand How We’re Doing

 Benchmark:
— Energy performance
— Water consumption
— Solid waste production

* Analyze operations and procedures in
place across the portfolio




Engage People

* Orient staff to the sustainability
program

e Train staff on what they can do
 Engage tenants




Make Improvements

* Apply a common-sense approach, portfolio-wide
* Focus on no- and low-cost steps first

— Operations

— Equipment tune-ups

— Lighting

— Plug loads

— Waste reduction

e |nvest in larger improvements
— Lighting
— HVAC




Wrap-Up

BECO made the commitment
We assessed what we had done
Recognized we had to do more
A plan Is underway

There Is no conclusion

"his Is ongoing...it continues...stay
tuned...we will know in Hawalii how we are
doing!




