Im m 0 EVALUATING THE CO-BENEFITS OF LOW-INCOME WEATHERISATION PROGRAMMES

VALUE

IEA Fuel Poverty Workshop 1. Dublin ,27-28 January 2011

Focus on Property Value Increases
as a Benefit of Weatherisation

IEE project: Improving the market impact of energy certification by
introducing energy efficiency and life-cycle costs into property valuation
practice (IMMOVALUE)

www.immovalue.org

W

/

|
Sven Bienert -
Competence Center of Sustainable Real Estate, University of Regensburg, Germany )

| il

Daniela Popescu
Technical University ,Gheorghe Asachi“ lasi, Romania

Supported by

Intelligent Energy Europe
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‘Green-Valpears. Market Value
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A Green Building is a property that uses
resources efficiently, reduce waste and CO2
emission, provide superior indoor air and
other qualities, and avoid negative social
impacts.

Energy efficiency is therefore part of the
various green building features.

A Green Value is the net added value
obtainable by a green property in the market
compared to a non-green peer group.

According to the definitions of green and
market value it can be assumed that the
green value is an integral part of the
overall market value.
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What does agreen building promise?

Lower
OPEX/

Higher energy
productivity use

=Nt

In US-Numbers (here LEED)...
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8-9 % Decrease of operating expenses
7,5 % Increase of the current market value

6,6 % Increase of the ROI

3,5 % Increase of the occupancy rate

3 % Increase of rent

Source: U.S. Green Building Council, Date: 15.04.2008
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_ ”infegrat_-_iqn of‘green attributes — three major obstacles (Or why markets failed)

Society in general

= CO2 reduction
= Saving limited resources
= |ndirect social benefits

Positive/negative
external effects of a
property but no
sufficient market

Restrictions/penalties/
public grants for
negative/positive

external effects by

= Psychological benefits value impact Government
\__(improved health) /)
/Tenant - intangible\
Transparent

= Wellbeing of employee
= Corporate responsibility
= Occupational health

and safety
\- Productivity of core busineﬁ

a N
Tenant - tangible

= Occupational Costs
(rent & operative
expenses)
=Other Lease Terms

A /
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Recognized claimed
improvements but
limited market
impact

Does it pay off?
and in more detail

Does “Green” pay off?

communication of
(intangible) benefits
and productivity gains

Financial figures

e.g.:
NOI, ROI, Yield, etc.

“Limit of
System”

“Limit of
Focus”

“Limit of
Practice,
Evidence
and
Methods”

T~
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: Som e -:_b_é"_s‘j'c,;.é.'n swers!

uld there be a general premium / discount rule ?
NO

e Could there be a pan-European approach/guidance
to these aspects? YES

Do we also need to revise report

structures accordingly? YES

Intelligent Energy | -




IMMOVALUE-Methodologies for integrgtion of energy efficiency into property valuation practise

“Rublished ‘empirical research results on green value

Country USA USA _USA Fummoer, | USA Australia
variable ooty | cocm ity | Vs |20 | | o
Database) Database) Database)
Rental Growth for non-Green - - - - - -1.50%
Rent Premium for Green 3.00% 6.10% - - 3.00%
Energy Star - - 2.80% - -
LEED - - 0.30% - -
Energy Star/LEED - - - 11.80% -
Effective Rent - - - - 6.00% -
Decrease Operating Expenses 8.00-9.00% 13.60% - - - -
Reduction cap rate - - - - - 0.25-0.50%
Improved ROI 6.60% 9.90% - - - -
Increase occupancy ratio 3.50% 6.40% - - - -
Market value 7.50% 10.90% - - - -
Selling price - - - - 16.00%
Energy Star - - 5.76% 10.00% -
LEED - - 9.94% 31.00% -
Energy Star/LEED - - - 11.40% -
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Few empirical results in Europe

The ,hard“ way: using advanced methods!

uestion at the beginning: can a single valuer ever
perform this for every valution? - NO

Offices with 532 observations 3 ) Finding the proof for the connection between
in 57 towns during 2002 - 2005 lower energy cost and higher rents

Obtaining complete data sets

Different databases

6 Market analysis always lags behind the market

8767 flats in Vienna,
Data set from 2004 - 2007
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‘German datasset analysis — results

In(rent _ psqm) = B, + p,quality _h + g,quality _m + g.elev+ g, full _air Linear Model
10 31
+ s part _air + fiage + Y B, year, + »_ f;city_no; Number of obs 532
=7 =1 Fl 23, 483) 1058
+f,, In(ngf )) + S, In(maint_psgm) + S, In(energy _ psgm) + S, In(other _ psgm) + u Frob>F 00000
R-=guared 04121
Adj R-zquared 03732
w I ' Root MSE 03115
lagrent_p=gm Coef. 5td. Err.
g _cons 2615 0210
g“ | lognsf 0058 0018
o g8 0,002 0001
E n logmaint_psgm D020 0018
E - logenergy_psgm -0,085 0035
= lzgother_psgm 0.270 00 2
T vear_ 2003 0.0 0043
fha- year_2004 0023 0041
year_ 2005 0,107 0040
guality_h 0.357 0064
Lo | guality_m 0,125 0053
1 ! 5 12 3 T elev 0.142 0145
BrErgy_peqm full_air 0.104 0057
part_air 0,083 0036
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8767 rental flats Vienna 2004-2007

log(rent_psqm = 5, + S park+ S,balc+ Sear+ fcondl + foeond3 + Acondd + Siterr + Selev

19 4
+fnoelev+ 5 end+ 3 area+ farea” + f area’ + > fyear+ > fdistr, + f In(hwh) +u

i=14 =10

logrent_psgm Coef. Std. Err.

2y yearl -0.002  0.017
] year2 -0.065 0.014
2o year3 -0.090  0.020
g yeard -0.027  0.017
2o year5 -0.031  0.013
. year6 0.029  0.011
n cond1 -0.010  0.013

| | | | | | cond3 -0.110  0.007

& = B ge X0 cond4 -0.267  0.017
Inhwb -0.043  0.013

Effects of hwh on monthly rent per sqm
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Summary ofdedonic approach

Result: 100 % increase in energy cost will shift
rental income up to 95 BP

So up front investment cost for energy saving can
be compared to rental premiums

9 There is no “One fits all market rule”!

National valuation organizations should run
regression for general guidance.

There must be some guidance for emerging
markets.

Due to the various types of EPCs across Europe
direct integration of the label information is not
possible.
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Survey

Already observed quantitative differences between energy-efficient and

i i es (42%
conventional properties yes (42%)

How value difference for energy-efficient properties has been
implicated

discount (10<V. n.a.
; Condominiums
Office (26%
maining econom maintenance cost ) OPEX Aa
lifetime (13%) (20%) 7%) -
not yet, but considering (37%) -
Discounted-Cash-Flow (33%) - sales comp.
approach

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Difference in marketvalue on average

Related to which type of property the value difference occured

Valuation parameter used to expresse quantitative value differenece

Has been energy efficiency already be considered within the qualitative
descriptive part of valuation

Which well-known valuation approaches are most appropriate for
integration of energy efficiency
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=CONCLUSIONS

v' A certain willingness to pay for environmental features exist.
v Very energy efficient and sustainable properties come up with a premium of 5-10 %.

v Thereis a gap between theoretical importance and the practical application in integrating
energy efficiency and other sustainability issues into property valuation .

v' Valuers need reliable data bases on comparable buildings including not only data on building

site, rent level and building equipment but also on energy efficiency and different operational cost
categories.

v" Results and methods of IMMOVALUE research are reflected in the actual
Guidance Note for the integration of energy performance and LCC into EVS

which has been prepared by the European Group of Valuers’ Association
(TEGOoVA) .

\___
(x|

The Evropsan Group of Valuers" Associations
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