LEED for Existing Buildings Subcommittee
Joint Meeting with USGBC-LA Commercial Real Estate Finance Subcommittee
Meeting Minutes for Meeting No.04/2009

Date: November 4, 2009 — 12:00—1:30 pm PST

Location: TPG's office at 515 South Flower St. 51* Floor, Los Angeles CA 90071
Prepared by: Daniele Aquino & Drew Shula

Next Meeting: TBD, first quarter 2010

LOS ANGELES

www.usghc-la.org

Attendees:

L]
FOUNDING PLATINUM SPONSORS

Hellmuth, Obata+Kassabaum (HOK) Andy Rhoades President LEEDing Edge andy@theleedingedge.com X
P.I.P.E. Trust Fund Anthony Maxey Account Manager LA DWP anthony.maxey@ladwp.com
LA/NECA Annie Argento Brightworks Anne.argento@brightworks.net X
Bentley Prince Street Bob Hudachek Curriculum Administrator Local 501 Operating Engineers bhudachek501@aol.com
Southern California Edison Brian Pagac Vice President Operations Able Engineering bpagac@ableserve.com X
Brian Wilson Director Western Region Healthy Buildings Solutions bwilson@hbsgb.com
o Chris Jeffries Branch Manager ABM Engineering Services Christopher.Jeffries@abm.com
08-/09 BOARD OF DIRECTORS Colin Monaghan Chief Engineer Brookfield Properties colin.monaghan@brookfieldproperties.com
Cornel Sneekes Executive Vice President ABM Engineering Services cornel.sneekes@abm.com
OFFICERS Curt Stromstedt Engineering Manager Maguire Properties curt.stromstedt@magquireproperties.com
Cynthia L. Davis Major Account Manager Southern California Edison Cynthia.l.davis@sce.com
CHAIR Dan Deeb Engineering Manager Metro Services / LEEDing Edge dan.deeb@metroservices.com
Peter Barsuk Daniele Aquino Sustainability Manager Thomas Properties Group daquino@tpgre.com X
Gensler David Callahan Commercial Leasing Agent Cresa Partners DCalahan@CresaPartners.com X
David Hodgins Assistant Director Clinton Climate Initiative dhodgins@clintonfoundation.org
VICE-CHAIR David Pogue National Director of Sustainability CBRE dave.pogue@cbre.com
James Brock Dave Thompson Brookfield Properties Dave.thompson@brookfieldproperties.com X
Environmental Planning Associates Dennis H Lundy Regional Director I.U.O.E. dlundy@iuoe.or
) Dennis Thurman Senior VP of Engineering Transwestern Dennis.Thurman@transwestern.net
TREASURER Devin Saylor LEED Instructor devinsaylor@gmail.com X
Annie Argento Drew Shula Sustainability Intern Thomas Properties Group dshula@gmail.com X
Brightworks Elisabeth Watson Attorney Greenberg & Glusker EWatson@GGFirm.com X
SECRETARY Everett Greer Commerc@al RE Greer Advisor_s_ EA_G@BWALtd.com 3 X
David Stevens Eth_an Sischo Commercial RE_ Anderson Pacific LLC ESischo@AndersonPacificLLC.com X
Southern California Gas Company Felippe Marques A_ccount Execu_tlve -_LA The_CoStar Group _ fmargues@costar.com_ _
Gary Youngberg Director of Engineering Equity Office Properties Gary_Youngberg@equityoffice.com
Greg Lorusso LA Office Manager, Architect BWA Architects greg@bwaltd.com
DIRECTORS AT-LARGE Greg Reitz Principal REthink Development Corp greg@rethinkdev.com
James Finlay VP Commercial RE Appraiser WELLS FARGO james.f.finlay@wellsfargo.com X
Daniele Aquino Jeff Gould Commercial RE Agent Colliers International Jeff.Gould@Colliers.com X
Thomas Properties Group Jim Krachmer Group Engineering Manager Hines jim_krachmer@hines.com
Jim Brock USGBC Board Member USGBC-LA jim@epa-la.com X
Edward Belden o John Crooks Curriculum Administrator |UOE 501 icrooks501@aol.com
Los Angeles and San Gabriel Rivers John Wiedner Gensler John_wiedner@gensler.com X
Watershed Council Josh Kirschenbaum VP - Business Development Neuwaste Recycling Josh@neuwaste.com
Dimnitri . Kevin Devine Director, Engineering Brookfield Properties kevin.devine@brookfieldproperties.com X
imitris Klapsis . ) ] - - -
HMC Architects Kevin Hagen Maguire Properties Kevin.hagen@maguireproperties.com
Lance Williams Executive Director USGBC LA Chapter Iwilliams@usgbc-la.org
Jessica Mack Louis McTague 1l Engineering Manager Able Engineering Imctague @ableserve.com
Southern California Edison Marc Costa LBAOP Marc.a.costa@gmail.com X
Marika Erdely President LEED by ME marika@LEEDbyME.com X
Brenden McEneaney Michael Oddo Partner LEEDing Edge michael@theleedingedge.com X
City of Santa Monica Michael Van Parys Sustainability Consultant The Corvarys Group mvanparys@gmail.com X
Nathan Krantz Healthy Buildings Solutions nkrantz@hbsgb.com
Ying Wang Nina Katoni Fox Nina.katoni@fox.com
URS Peter Barsuk Associate Gensler peter_barsuk@gensler.com
) Robert Lutes Director of Eng. Services Douglas Emmett rlutes@douglasemmett.com
‘](.Jhn Zinner Rolland Vollmann Portfolio Manager ING Clarion Roland.Vollmann@INGClarion.com X
Zinner Consultants Romeo Sesto Eng. Account Manager Able Engineering rsesto@ableserve.com X
Robert Estrada Water Conservation Specialist LADWP Robert.Estrada@WATER.LADWP.com
EMERGING GREEN BUILDERS Ryan Hekma_t Proje_ct Ma_nager Brookfield Properties man.hekmat@brqokfieldproperties.com
Marc Costa Sandy Schmid Relationship Manager Wells Fargo Bank Stephen.A.Schmid2@WellsFargo.com X
Scott Selke Director REthink Development Corp scott@rethinkdev.com
Sean Gilmore Director Metro Services sean@metroservices.com X
EXECUTIVE DIRECTOR Simon Turner President Healthy Buildings International STurner@hbiamerica.com
Steve Achorn Operations Manager Thomas Properties Group sachorn@tpgre.com X
Lance A. Williams, Ph. D. Tamara Wagner Sustainability Manager City of Baldwin Park twagner@baldwinpark.com
Tom Tolan Regional Chief Engineer Lowe Enterprises RE Group ttolan@loweenterprises.com
Travis Addison VP Engineering & Operations Maguire Properties Travis.addison@maguireproperties.com
Wayne Hendrickson  Director of Operations Thomas Properties Group whendrickson@tpgre.com X
William G. Wendt Director of Facilities & Eng. Kilroy Realty Corporation wwendt@kilroyrealty.com X

Please do not use this members list to solicit members about products & services. This subcommittee is organized
as a resource for building owners and managers of commercial office buildings that are implementing Green
Operational Programs and pursuing LEED EB certification.
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3. AB1103...

1. Intro .......

......................................... Daniele Aquino, Kevin Devine & James Finlay

Welcome All.
This is the first joint meeting between the USGBC-LA LEED for EXxisiting
Buildings & Commercial Real Estate & Finance Subcommittees.

2. Energy Independence and Security Act of 2007 (EISA)..........ccooveevinin. Marika Erdely

The Energy Independence and Security Act of 2007 mandates that Federal
buildings:

1) Reduce energy use psf to 30% below 2003 levels by 2015
2) Reduce water usages to 16% below 2007 levels by 2015, and
3) Draw on renewable energy for at least 7.5% of electrical needs by 2013.

To accomplish these goals, Energy Savings Performance Contracts (ESPC'’s)
were established to encourage federal agencies to become more energy-
efficient and reduce energy costs. ESPC’s improve efficiency through private
investments. An ESPC is an agreement between a federal agency and an
Energy Services Company (ESCO). The ESCO audits and then designs a
project to increase the energy efficiency at the facility. The ESCO guarantees
energy cost savings sufficient to pay for the improvement. The ESCO
purchases, installs and maintains the necessary equipment. The federal
agency pays the energy costs savings to the ESCO until it is paid off.

The law also encourages energy reduction in Commercial and Industrial
Buildings. The U.S. Department of Energy (DOE) announced the launch of
DOE's Zero-Net Energy Commercial Building Initiative (CBI) with establishment
of the National Laboratory Collaborative on Building Technologies
Collaborative (NLCBT). These two efforts focus on DOE's goal to make all new
Commercial Buildings to be Zero Energy by 2025.

................................................................................... Elizabeth Watson

AB 1103, codified as Public Resources Code section 25402.10, mandates
energy efficiency benchmarking for commercial buildings. Effective January 1,
2009, gas and electric utilities are required to compile and maintain energy use
data utilizing EPA's Energy Star Portfolio Manager for all commercial

buildings. Twelve months of energy use data as well as the Energy Star rating
for individual properties must be disclosed by the building owner to buyers,
tenants and lenders in transactions involving the entire building.

The original January 1, 2010 commencement date for such disclosure
obligations was extended by AB 531, signed in October, based on a schedule
to be devised by a committee of the California Energy Commission. The CEC
is in the process of formulating proposed regulations to implement the
statute. Among the issues to be addressed are means to overcome the
confidentiality of utility usage information for individual tenants, ratings for
commercial building types (such as apartments and hotels) which are not
covered by the Energy Star system, and the required timing of owner
disclosures. According to CEC staff, the earliest anticipated start date for
owner disclosures is January 1, 2011. Interested parties are encouraged to
track and comment upon the proposed regulations. The next draft is expected
to be released later this month.
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4. ABB811 & Green Retrofit and Workforce Program ...............cccooivviinennn, David Hodgins

AB811 — On-Bill Financing

Allows property owners to finance energy efficiency and renewable energy
projects and repay the loan through a voluntary assessment on the property
tax bill.

Attempts to address key barriers to financing energy efficiency and distributed
generation projects: first cost, collateral issues, owner credit issues, split
incentives, holding period bias.

Current Status: program administrators have been selected, bond counsel has
been engaged, program design/development underway, conversations around
eligible improvements, loading order, etc., drafting language to create County-
wide Special Tax District. Language will be shared with Cities that elect to “opt
in.”

AB 811 applies to any property type, so long as the owner is not property tax
exempt (i.e. non-profits and government buildings).

Local enabling language must allow applicability of tax lien financing to other
building types (commercial office, retall, industrial, multi-family residential).
Since commercial owners are more sophisticated and projects are larger and
more unique, an owner-arranged approach would be advantageous.

See more information about AB811 on presentation slides attached.

LA’s “Green Retrofit and Workforce Program”

Purpose: “The City’s Climate Change Action Plan sets a goal of reducing the
City’s GHG emissions by 2030 to 35% below 1990 levels.”

Ancillary reasons: to position the City for future federal funding opportunities;
improved employee productivity; critical need for improvements in City
facilities; drive tax revenues within the City; develop green-collar jobs in
economically depressed areas.

50% of projects undertaken in the first 5 years must be located in areas of high
unemployment/poverty.

Key Points:

Goal = LEED-EBO&M Silver

Applies to any City-owned building constructed prior to 1978 and greater than
7,500 gross square feet.

Measures to be considered: water efficiency, HVAC & mechanical systems,
lighting, envelope.

Prioritization of projects based on: whether there is a health/safety concern
with the building, whether the building serves the public (e.qg. libraries), whether
the building is located in a depressed community.

Current Status:

City allocating a portion of its EECBG funds for this program.

Identifying other potential funding sources: State Energy Program, QECB'’s,
CREB's.

GSD is working with a consultant, ICF, to collect baseline data and develop an
implementation plan: RCx, Retrofits, tenant engagement.

Workforce training and job placement programs are under development:
LACCD / LA Trade Tech, LA Green Corps, LA Infrastructure Academy, Apollo
Alliance / SCOPE.

D ROUNAtADIE DiSCUSSION ...ttt e ettt e e et e e e e e e e e e All

Proposition 13 potential limitation: is this a tax or an assessment? This problem
needs to be addressed on a deal by deal, property by property, basis. We
shifted to discussing the Debt Svc Coverage Ratio as a critical metric. The
critical point is not to impair the cash flows, but rather to enhance NOI. This is
possible if work is performed by a good contractor who can consider and model
out all options where savings per period are greater than the loan re-payment.
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o Defined: Proposition 13, (a) limits the sales tax to 1% of the assessed value of
each property at transfer; and (b) limits annual increases in assessed values to
the lesser of 2% or the increase in the cost of living for the year, with the
exception that upon the sale of a property, the assessment would be updated

LOS ANGELES to the transaction price. AB811 is via contact and with consent of the property

owner, outside Prop 13 protection

e On average, the loan would be approximately $2 per foot. A better case

WWW.LSEhe-1a.org scenario than AB 811 would be if the first mortgage holders embraced the loan
directly. $2 is a rule of thumb, but every building/project is different. In some
cases spending $3/sf will yield more savings invested than spending $2, but in
other cases where there’s less opportunity a lower level of investment makes
more financial sense. Lenders’ rights are not completely clear, but erring on the
safe side, it is recommended that owners seek first lender consent. The first
mortgagee may even decide to do the loan themselves rather than allow a
third party to go ahead of them.

e In Los Angeles County it is plausible that this law could be functional by the
end of the 2™ quarter 2010, and definitely by the end of 2010.

e In5years, it could be plausible that 200-300 million dollar securitized deals are
realized. Once there are enough of these projects financed, it could be possible
to bundle the loans and securitize them. It is doubtful that this will happen in
the near future, however. One committee member mentioned he was seeing
securitizations as “small” as $200-300M, which would translate into roughly
250 projects.

e The question was posed, what happens if major investments take place and
newer technologies come to market that would have allowed for an even
greater savings? How would that affect the loan rates? With certain “new”
technologies, like solar PV, the state of the art is so rapidly evolving that it is
risky to pick a product since it will likely be obsolete by next year. Additionally,
solar is sometimes inefficient, so there’s not a compelling economic or
environmental case to do solar at this point (better to invest in further
efficiencies).

e Other more established equipment, like chillers or roofing technologies, are
evolving less quickly, so there is less technology risk in installing a high
efficiency chiller. Lenders typically want to see “safe” projects, so putting in
experimental technologies might negatively impact loan rates.”

6. Potential Topics for NeXt MEETING ... .c.ve it e All

e LEED EBO&M - Volume Certification & Implementation Strategies
e Greenbuild Feedback about Greening Existing Buildings

7. Closing Remarks..........ccoovvviiiiiinnnnn. Daniele Aquino, Kevin Devine & James Finlay

Thank you to Marika Erdely, Elizabeth Watson and David Hodgins for speaking at our
meeting and for all the attendants who participated in this event. The EB committee creates
value to its members through participation and dialogue and we have had an amazing
turnout thus far. Thank you to Thomas Properties Group for hosting our meeting and Devin
Saylor and the USGBC-LA Chapter for sponsoring and ordering the food!

Between now and our next meeting we will be looking for speakers to address the
requested topics of interest and a meeting host. The USGBC LA Chapter will be formally
recognizing all meeting hosts and sponsors. Please contact Kevin or Daniele if you are
interested in hosting or sponsoring food at the next meeting. Suggestions are welcome!
We are also looking for volunteers for the EB group to help us with market outreach
programs. We will send a calendar request as soon as the next meeting location and
speakers are established in Q1 of 2010.
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Check out our LEED for Existing Buildings Networking Groups!
Get Involved! Join Now!

Professional Network Group on LinkedIn:
http://www.linkedin.com/groups?qid=1933011

LOS ANGELES Green Blog on Twitter:

http://twitter.com/LEEDEBOM

Fan Page on Facebook:

http://www.facebook.com/pages/USGBC-LA-LEED-for-Existing-Buildings/96428254999?ref=ts#/pages/USGBC-
www.usgbe-la.org LA-LEED-for-Existing-Buildings/96428254999?v=wall&ref=ts
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