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In March 2009, Federal Management, a Boston-based property management company, hired RPM to identify and eliminate energy inefficiencies at nearly two-dozen affordable housing complexes in New England.  To achieve that objective, RPM and Federal Management developed a Sustainability Initiative to build a climate within the company where sustainability, efficiency and accountability are integrated with the company’s core business.

To date, the company has realized an approximate 7% reduction in energy usage across the portfolio resulting in about $260,000 annual energy cost savings. Of the total equipment and installation costs to-date, Federal Management was able to subsidize 71% of the equipment’s total $920,000 value. Greenhouse gas emissions during the process were down by approximately 2100 MtCO2e. Water usage is also down about 7% reducing supply, sewerage and water heating costs.

In this paper we’ll describe the Initiative’s development, energy and non-energy results, and lessons learned.
Vision

 (
“The 
Federal Management team has gone green. It is fantastic to be a part of an organization that is committed to sustainability an
d reducing its carbon footprint
.”   
Peter Lewis
,
 Vice President of Property Management
)Federal Management has always been committed to sustainability. During early 2008, however, a number of conversations between Robyn Hunter, CFO at Federal Management, and Ilene Mason, CEO of Rethinking Power Management made clear that the company’s current efforts lacked focus and often failed to take advantage of emerging technologies. They recognized that a more structured approach for improving property performance could have significant financial benefits for the company, a reduction of perhaps 20% of current energy costs. They also recognized that there could be significant non-energy benefits such as strengthening the company’s market position, enhancing brand identity, facilitating capital investment, and serving as a platform for educating company employees and tenants about this important issue. A decision was made to explore a more targeted approach.

To realize these benefits, the initiative would have to be integrated with the company’s mission and core business. That link is critical for garnering the support of C-suite management and for long-term success. Once senior management was on-board, discussions about resources, priorities, employee involvement, and timeframes provided the framework within which measureable goals and a step-by-step process were developed.

By mid-2009, an official Sustainability Initiative had been drafted that would enable Federal Management to understand current energy and water consumption across the portfolio and pursue systematic improvements in technology and efficiency. The Initiative set eight ambitious goals, identified milestones, defined metrics to measure and report on progress, and laid out a process for pursuing continuous performance improvements. Conservation and efficiency would be the first priority with renewable technologies integrated as appropriate. Federal Management asked RPM to handle implementation with facility staff and provide the necessary expertise to execute the plan.

Process
 (
“Our managers and residents have been empowered to reduce consumption and the competition is contagious.” 
Robyn Hunter,
Chief Financial Officer
)	
RPM developed a comprehensive Sustainability Initiative that met Federal Management’s objectives and incorporated specific criteria important to management. Progress towards long-term goals had to be measureable and reportable. The process itself had to be consistent and repeatable for all properties in the portfolio. All employees were to be actively engaged. There were to be regular communications about the initiative and its results broadcast throughout the company. An iterative process emerged which included: 
· BENCHMARKING AND INITIAL ASSESSMENT – We had to know where we were starting from so that we could set appropriate goals and measure progress. We developed our baseline using Energy Star’s Portfolio Manager. We also fielded a customized property survey to gather initial information about previous efficiency improvements, current infrastructure, and facility quirks.
· ADDRESSING NO-COST, LOW-COST MEASURES – Based on a few beta sites at Federal Management properties, RPM developed a set of customized list of no-cost, low-cost measures in four categories: plumbing, lighting, operations and maintenance and education. Property managers are responsible for implementation.
· ADDRESSING SYSTEMS AND ENVELOPE IMPROVEMENTS – Larger opportunities such as equipment improvements, renewable technologies, and fuel switching are addressed on an individual property basis. Capital Needs Assessments provide an overview of upcoming opportunities. It is important to make sure everyone within the company knows that Federal Management now requires efficiency and life-cycle costs to be considered in all systems decisions. 
· MAXIMIZING UTILITY AND OTHER AVAILABLE INCENTIVES  - Understanding and maximizing incentives requires focused attention from the inception of each project through installation. We work very closely with the gas and electric utilities at each property as well as state and federal programs where applicable. 
·  (
“The Property Management Industry challenges its agents to reduce operating expenditures while utility costs continue to escalate
. I
mplementation of conservation and efficiency measures has proven effective from a financial perspective
. And, it
 will play a key role in the future preservation of our environment”.    
Kevin Sullivan
,
Senior Property Manager
)REPORTING AND COMMUNICATION – We use Portfolio Manager for tracking energy and water consumption. Maintaining that database is one of the most difficult, time-consuming yet critical aspects of the Initiative. Customized forms were developed to simplify data gathering. We are working towards delivering property and portfolio progress reports semi-annually. 
· COMMUNICATION AND EDUCATION – Education and communication are woven into the company’s weekly conference calls and monthly in-person meetings. In addition, the company server hosts a database for sharing information about preferred products and service providers. RPM provides support for newsletter articles and appropriate demonstrations to bring tenants into the process.



 (
“In order to control increases in cost, it is imperative to reduce consumption. 
W
e are making the most of utility incentive programs
 to help in this effort
. For example, in last 18 months, we have replaced over 600 old refrigerators with Energy S
tar models. Most were free of charge
. Other focus areas have been no-cost, low-cost measures, lighting and HVAC upgrades.”
Robyn Hunter
,
Chief Financial Officer
)Results

Actual energy consumption across the portfolio is down about 7%, resulting in annual cost savings of approximately $260,000 and avoided greenhouse gas emissions of approximately 2100 metric tons of CO2e. Water usage was also reduced by approximately 7% across the portfolio. As expected, individual property reductions varied widely in direct relation the depth of opportunities and availability of capital. 

Where installing more efficiency equipment was warranted, project expenses were minimized by leveraging incentives from the electric and gas utilities and from LEAN, Massachusetts Low Income Program. Of the total $920,000 equipment and installation costs to-date, Federal Management has paid just 29% or approximately $270,000. The simple payback for these expenditures, calculated by comparing out-of-pocket costs with avoided energy and equipment costs, is 1.15 years.

	Benefits of the Sustainability Initiative go beyond energy savings. Water consumption has dropped by about 7%. In addition, efforts to educate Federal Management employees and tenants about recycling, environmental sustainability and this Initiative are well underway through newsletters and in-person meetings. 

Lessons Learned

As with any large initiative, we continue to learn throughout the process. Here are a few of our most important lessons so far:
· Success for this type of initiative requires internal, senior-level champions. Federal Management’s successes would not be possible without the dedication and explicit support of Robyn Hunter and the senior management team. 
· We underestimated the time it would take to reach our goals. Initial benchmarking and data entry took 6 months longer than anticipated. Planning company-wide rollouts and individual project scheduling also took longer than we had expected. 
· The rewards are worth the effort – in addition to significant bottom line benefits, we’ve profited from a number of intangible benefits such as the camaraderie and competition among managers, employee pride in the company, and the positive environmental impact we are having. 
· Benchmarking and ongoing data upkeep are more time consuming and difficult than we had anticipated. 
· While consistency is our goal, flexibility is key. The Initiative remains a work in process and one-size does not always fit all.
· The importance of clear communication cannot be over-emphasized. That includes regular reporting of results. It also includes creating opportunities for everyone to contribute ideas and be engaged in the process. 
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