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ENERGY STAR Portfolio Manager 

• Software Tool is FREE! 

• Getting Data into Tool costs money 
– Online manual data entry (wizard) 

– Upload spreadsheets (template) 

– Integrated data feed from  

• Service and Product Provider (SPP) 

• Utility providers 

 



Score Requirements 

• 20+ units 

• Whole building data (common area and resident usage) 

• 12/13 calendar months of bills 

• Property use details 

– Gross Floor Area 

– Total Number of Residential Living Units 
• Breakdown by low/mid/high-rise 

– Total Number of Bedrooms 

– Zip Code 

 



Score Calculation 

• Baseline is 322 props from Fannie Mae survey 

• Actual vs. Predicted Source EUI (kBtu/ft2)  

• Adjustments for: 
– Unit Density (above/below 1.215)  

– Bedrooms per Unit (above/below 1.238) 

– Heating Degree Days (above/below 4,233) 

– Cooling Degree Days (above/below 1,364) 

– Low Rise (Y = lower usage expected) 

 



Limitations of ENERGY STAR Score 

• Need whole building data for score 
– Easier said than done! 

 

• Energy costs don’t impact score 
– Procurement/rate reductions have no impact 

 

• Water costs and usage don’t impact score 
– They have a huge impact on your bottom line 

 



Why would I want an  
ENERGY STAR Score? 

• ES Portfolio Manager may be required by local government 

 

• Marketing symbol of good management 
– May impact rental rates / occupancy in time 

 

• May be important to senior management or required by real 
estate investors (especially European) 

 

• Could be part of corporate culture or “Green” program  

 



Moneyball: The Art of Winning an Unfair Game 
 



Which is darker – A or B? 



Which is darker – A or B? 



Which is darker – A or B? 



Which is darker – A or B? 



Which is darker – A or B? 



Comments About Investing in Conservation 

• We won’t own the property long enough to 
recoup our investment. 

 

• Our residents will get all the savings so why 
would we make the investment? 

 

• We only undertake upgrades that have a 
payback of three years or less 
 



Payback or Hurdle (Cap) Rate Investing 

   Payback Period   Hurdle (Cap) Rate    

     3 Years     33.3% 

     5 Years     20.0% 

    10 Years     10.0% 

    15 years       6.7% 

    20 Years       5.0% 

    30 Years       3.3% 
   

  Typical Rate for Valuation of Apartment Property 

        6.0%? 

 



Focus on Value Creation 

• Invest $10,000 at 10% (10 year payback) 
 

• Value at 6.0% Cap Rate is $16,667 
 

• Annual Return on Investment is $1,000 (10%) 
 

• Net Increase in Value is $6,667 (67%) 
 

• With leverage, ROI is dramatically  higher 



The Value of $1 

Increase in NOI per day, per Unit   $1.00 

 

Annual total for a 250 Unit property  $91,250 

 

Value at Cap Rate of 6.0%    $1,520,000  



Real Life Example 

• Problem:  Water use was very high at 
acquisition due to inefficient fixtures, leaks 
and poor maintenance practices.  Water and 
Sewer included in rent. 

 

• Three Corrective measures proposed: 

 Preventive maintenance 

 Submeter water and sewer 

 Replace 5 gallon flush toilets 



Real Life Example 

 

• Corrective measures: 

– Phase 1. Preventive maintenance to replace toilet flappers, 
fill and flush valves, leaking valve stems, new shower 
heads, aerators.  Cost of parts was $7,000 plus in house 
labor.  Immediate savings of $6,000 per MONTH! 

 

   Phase 1 Value at 6.0% cap:  $1,200,000 



Real Life Example 

 

• Corrective measures: 

– Phase 2. Submeter all apartments and have residents start 
paying for their actual water and sewer consumption.  
Total cost of about $60,000 to add system and fix related 
plumbing code issues.  Result was further reduction in 
owner costs or recovery from residents of $8,500 per 
month. 

   Phase 2 Value at 6.0% cap:  $1,700,000 



Real Life Example 

 

• Corrective measures: 

– Proposed Phase 3. Replace existing 5 gallon per flush 
toilets with Watersense 1.28 gallon flush toilets.  Estimated 
cost of $30,000.  Residents expected to save a total of 
$37,000 per year at current water and sewer rates.  Owner 
decided not to proceed. 

– Assuming owner would recover 50% of savings, value 
would have been: 

   Phase 3 Value at 6.0% cap:  $300,000 























Benchmarking for Dummies 
 

How To Benchmark w/ Financials 
Step One—Run P&L and Sort by Likeness 



How To Benchmark w/ Financials 
Step Two—Take Annual Expense and divide by # Units 

 



How To Benchmark w/ Financials 
Step Three-- Pick your Pig and dig in! 

 



What I found—Meet Icon at Doyle 

• 27 Unit Site in Emeryville, California 

• Built in 2008 

• Resident Demographic:  Pixar Employees 

 



What Happed To Our Water? 

• Irrigation Programming  
was not Seasonal 

 

• 66% of Toilets Leaked 

 



How much does it cost to change  
a light bulb in your resident’s bathroom? 

Incandescent CFL LED 

Cost of bulb 0.41 1.24 9.97 

Life 1000 10,000 25,000 

Hours used per year 182 182 182 

Cost of bulb per year  $               0.07   $       0.02   $       0.07  

Cost of service per hour  $             18.65   $    18.65   $    18.65  

Time to change bulb 0.25 0.25 0.25 

Cost per bulb change  $               4.66   $       4.66   $       4.66  

Number of bulb changes per year 0.182 0.018 0.007 

Sources: 

Light bulb prices online Homedepot.com 

Hours in Bathroom: wiki answers 

Here’s what we know…… 



Show Me The Money 

Incandescent CFL LED 

Cost of bulb 0.41 1.24 9.97 

Life            1,000           10,000           25,000  

Hours used per year 182 182 182 

Cost of bulb per year  $          0.07   $          0.02   $          0.07  

Cost per bulb change  $          4.66   $          4.66   $          4.66  

Number of bulb changes per year              0.18               0.02               0.01  

Annual cost of bulb change  $          0.85   $          0.08   $          0.03  

Total Owner cost per year  $          0.92   $          0.11   $          0.11  

Power consumption per hour in watts 60 14 9 

Total power per year          10,920             2,548             1,638  

Resident's cost of power  $       0.10  per KWH  $          1.09   $          0.25   $          0.16  

Total cost of bulb per year  $          2.02   $          0.36   $          0.27  

Annual Cost for 250 units with 10 bulbs each  $        5,038   $           906   $           676  



Thank You! 

Questions? 


