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“GREENING” AN EXISTING REAL ESTATE PORTFOLIO

MEPT LEADS THE WAY

As MORE FOCUS IS PLACED ON THE importance of climate change
issues including resource conservation, waste management

and the reduction of carbon emissions, the real estate industry

is rapidly moving toward environmentally sensitive and
economically valuable real estate operations and construction, a
process commonly referred to as “greening” of buildings. Multi-
Employer Property Trust (MEPT) has been a leader in the design
and construction of environmentally sensitive new construction,
and the Fund is now leading the way in updating and adapting
existing buildings to be more energy efficient.

In the US, commercial buildings account for 39 percent
of total energy use, 12 percent of total water consumption, 71
percent of total electricity consumption, 39 percent of total
carbon dioxide emissions, and 60 percent of total non-industrial
waste generation. With energy and natural resources becoming
increasingly scarce and expensive, building owners are quickly
recognizing that careful management of these resources in
property operations can reduce consumption, emissions and
waste, and lower expenses by 30-50 percent for water, gas,
electricity, and waste removal. With the rapid advent of new
technologies, building green buildings is becoming economically
viable. However, the challenge—and the opportunity—is in
the conversion of existing buildings into a new breed of high-
performing assets.

From the perspective of real estate investing, building
and operating green buildings has direct and measurable
investment benefits. Increasingly, many government agencies,
associations, retailers, and corporations are integrating
environmental sensitivity and sustainability into their
business planning. Prospective tenants are requiring landlords
to define their sustainability programs when considering
leasing decisions because they have begun to place a value
on the operating cost savings and tenant productivity gains
made possible in an energy-efficient building. Therefore,
the “greening” of a building will likely attract high-quality
tenants, significantly improve a property’s net operating
income, and ultimately increase an asset’s market value. In
the future, buildings that do not offer these features face a
far greater risk of obsolescence and diminished values.

Two of the most recognized means for measuring the
environmental sustainability and energy efficiency of existing
buildings include the Environmental Protection Agency’s (EPA)
ENERGY STAR program and the US Green Building Council’s
(USGBC) Leadership in Energy and Environmental Design—
Existing Building (LEED-EB) standard.

In 2007, benchmarking efforts

and related energy efficiency
strategies at Courthouse Tower,
MEPT's 249,709 square foot office
building in Arlington, VA, resulted in
a 9.4 percent reduction in energy
use and 600,000 Ibs less of CO,
released into the environment.

The ENERGY STAR program benchmarks properties
against the EPA’s standards for energy efficiency. Compared to
a national database of similar properties, office and industrial
buildings attaining an efficiency score of 75 percent (out of
100 percent) earn the ENERGY STAR designation for energy
efficiency, indicating the building falls within the top 25
percent of buildings nationally. MEPT has been a leader in
the effort to improve energy efficiency for the last three years
and has more than 150 office and industrial operating assets,
totaling 22 million square feet, being benchmarked under
ENERGY STAR guidelines. MEPT has achieved ENERGY
STAR labels for 29 office buildings and 5 industrial buildings
at an estimated value of $1.4 billion. MEPT’s ENERGY STAR
office properties currently represent almost 2 percent of
all ENERGY STAR-labeled office buildings in the country.
More importantly, MEPT’s use of the benchmarking effort
has helped reduce energy consumption and utility costs
across the portfolio.

The LEED-EB standard is more complex and comprehensive
than ENERGY STAR and is rapidly being recognized as an
important environmental and social benchmark for operating
buildings. LEED-EB assesses existing buildings on set criteria
related to site selection, energy efficiency, water consumption,
waste management, and indoor environmental quality. With
over 20 federal government agencies, 26 states and 40 major
municipalities mandating LEED standards for new and existing
buildings, a LEED certification will soon be an industry standard
of excellence. Properties meeting LEED-EB criteria, including
prerequisites such as achieving a minimum ENERGY STAR
score, are awarded a total number of points ranging from 1
to 100. Those achieving a minimum of 34 points can earn
LEED-EB certification, with additional recognition for higher
point achievement (Silver, Gold, or Platinum).

MEPT was selected by the USGBC to participate in
the LEED-EB Portfolio Pilot Program, and has initially
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benchmarked 45 assets. MEPT is developing specific operational strategies to qualify
as many of these properties as possible for certification over the next two years.

The participation in this program demonstrates MEPT’s belief that initiatives
involving energy, water and waste cost savings; sustainable operations and
maintenance practices; and creating work environments that improve employee
productivity and well-being; will deliver bottom-line economic benefits to both
the tenants and to the Fund.

MEPT’s LEED-EB program is also expected to create nearly a half million job
hours for members of the Building Trades as MEPT invests in retrofit projects,
systems modifications and upgrades, and operational changes. Although the
LEED-EB criteria is stringent, and not all MEPT assets will qualify for certification,
all benchmarked assets will benefit from the increased focus on achieving energy
efficiency and implementation of portfolio-wide standards.

For MEPT, the LEED-EB and ENERGY STAR programs fit within the Fund’s
Responsible Property Investing (RPI) principles. RPI takes into consideration the
broader social ramifications of developing and owning properties and goes beyond
traditional investor and fiduciary goals to include a focus on environmental, social
and governance issues while achieving competitive performance.

“Green” building and the LEED and EPA standards for energy and
environmental excellence are here to stay. In a changing real estate investment
market, achieving these new standards will be important components in the
successful management of real estate investments and in the effort to maximize
value over the long term. With all of the various initiatives underway at MEPT,
the Fund will continue to distinguish itself as an industry leader.
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