How to build a smart building strategy

Drive energy and operational efficiencies + evolution of building
technology and what's next

April 2023

Drafted by Aamidor Consulting

AAMIDOR CONSULTING



Agenda

What is a smart building?
Why are smart buildings
important?

Core aspects of a smart
building strategy

What'’s happening in the
market; what's next?



Part 1: What is a smart building?



History lesson
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enterprise imperative:
’ tracking, reporting,
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The building as a
talent attractor, and a
differentiator



O
=
©
=
!

>

-

@

=
=

o

)

=




Components of a smart
building



Is a smart building JUST an energy
efficient building?




Or, is it....

Energy Gl Smart access

efficiency

emission

reductions / security

Tenant/
occupant
engagement

Smart HVAC Advanced AV
+ Lighting Systems




It may be everything above, but it also is:




| Building lifecycle

[ Design/Construction J { Operate J [ Renovate/Reposition J

CMMS

Tech Stack >

Most offerings fit into this

high-level framework...

SMART BUILDINGS

HVAC +
Controls
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A few additional notes...

e Building type and portfolio size matter

® Thereis alearning process - walk, then run!
® Sharing your learnings with colleagues and other stakeholders will advance

your progress.



Questions??



Part 2: Why are smart buildings
important?



Market trends
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McKinsey estimates that the total |mpact
~of the internet of things on offices will be
between $70B and $15oB by 2025
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McKinsey claims on average, loT will enable:
e 25 percent reduction in maintenance

e 50 percent reduction in unplanned outages -
e equipment life to be extended for years
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IHS estimates that total device
connections will be 125B by 2030.



Significance of buildings



Building Energy Use: Worldwide and the US (2011)

WORLD ENERGY U.S. ENERGY U.S. BUILDINGS
CONSUMPTION CONSUMPTION SECTOR
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Building Characteristics/Trends:

Energy /" Sq [t (2003)
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Steady increases in buildings and square footage

Number of commercial buildings and floorspace
number of buildings (millions) and billion square feet
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Electricity consumption in buildings vs. industry
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Other notable trends



Sustainability: an emerging focus for buildings
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In 2021, all 100 of the largest U.S. REITs by equity market
capitalization reported publicly on their ESG efforts. Even smaller
REITs are normalizing ESG reporting, with the percentage of REITs
with an equity market capitalization under $5 billion that report

on ESG efforts publicly jumping from 41% in 2017 to 98% in
2021. Over the last five years, the number of REITs issuing stand-
alone sustainability reports has nearly tripled as REITs prioritize
telling their ESG story to investors and the public.

-NAREIT REIT ESG Dashboard
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As of October 2021, only 25% of U.S. REITs have portfolios
where at least 25% of properties are considered green,
according to Sustainalytics BV, Morningstar's ESG-focused data
company. Only 17% of U.S. REITs have portfolios where 50% or
more of their properties are green.

Further, only 7% of U.S. REITs reported a strong green building
investment program, while 20% reported having some kind of
program. Another 27% indicated limited activities, while 46%
have not disclosed any program at all.

-S&P Global Market Intelligence

\

"The real estate sector is reaching a crucial stage in the evolution of its approach to climate risk. We are
coming to understand that leadership from the real estate investment industry is essential for society's

approaches to climate change to be effective, efficient, and equitable, versus deferring difficult decisions and
displacing those who cannot afford to adapt.- Ed Walter, CEQO, ULI




Rates are becoming more dynamic

¢/kWh Peak
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Other key trends

Talent/Labor Shortage Infrastructure Spending




But, there is some uncertainty around smart buildings

Commercial-ready offerings Uncertain ROI
Numerous vendor offerings push prices Inconsistent implementation
down costs/timelines

Services are becoming more integrated Confusing vendor landscape
with technology Overlapping products

More infrastructure for proptech

(investors, events/conferences, reports,

etc)

® The market for proptech/smart buildings is becoming more
mainstream. But it does not appear to be growing as fast as projected.

e Funding into proptech/smart buildings appears to be detached from
overall buyer adoption of solutions.



And, the market remains fragmented..

[ Use cases ]

e A lot of solutions overlap [ Reiir(;ng J[ El\jl‘ge:gg’ J{ 1AQ J[ Fﬁg'r'n'? J{ Space J
with other offerings. Some

cover multiple use cases,
or multiple components
(hardware, software,
and/or services).

® This leads to buyer
confusion, which may
delay purchasing decisions.

Note: Diagram is illustrative, and not meant
to be comprehensive.




Questions??



Part 3: Core aspects of a smart
building strategy



5 steps to a smart building strategy..

Research

|dentify

solutions

Select and
Deploy

Understand the
state of the
market; Identify
key internal
stakeholders;
Identify gaps

Research
solutions,
compare
offerings to
internal needs,
and conduct
various
information
discover efforts
(RFI, RFP, etc...)

Deploy a few
promising
solutions on a
limited basis.

Review results,
select the best
fit solution, and
message the
rationale across

the organization.

Use initial
deployments to
learn what
works, where the
new gaps are,
and what needs
to be added.



Research
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Identify solutions

Begin researching the market, based on
needs identified in the first step.

Interviews, conferences, consider
conducting an RFl and/or RFP




Pilot a few promising solutions, focus on y \\
the implementation costs, timelines,and —3
overall smoothness of the approach.
Compare actual results to predicted and
claimed savings/value.
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| Select and deploy
| This is more specific by purchaser, as different =
| firms will have different procurement

L approaches...

! Messaglng to the organization is critical!



lterate

You're not done!!

Consider a “smart building
stack” as the goal. Talk with
colleagues and see what
works, and what is not
working within the pilot.




Top 5 Don'ts

1. Procure THEN research

2. Limited market scouting effort

R

1. Lack of engagement of internal stakeholders

1. Poor business case development

e
>

1. Lack of visibility into the organization’s procurement/purchasing
process.




Questions??



Part 4: What's happening in the
market: what's next?



Macro environment



Overall venture investing is down...

Source: Crunchbase

Global Venture Dollar Volume Through
Q12023

$200B

$150B
$100B
- l . .

Q121 Q221 Q321 Q4 '21 Q122 Q2 22 Q322 Q4 22 Q123
Angel-Seed @ Early Stage @@ LateStage @ Technology Growth

QoQ Change (%) YoY Change (%)

Overall Dollar Volume 1% -53%




Proptech investment is down 38 percent from 2021 to 2022
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Confidence is down

Metaprop reports that
confidence is down for both
investors and startup
founders.

Source: Metaprop

MID-YEAR 2017 - YEAR-END 2022
INVESTOR CONFIDENCE INDEX

100

Il INVESTORS
20

80
40 I .

MID YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR END
2017 2018 2018 2019 2019 2020 2020 2021 2021 2022

INDEX RATING
S 3

w
o

4| GLOBAL PROPTECH CONFIDENCE INDEX = metaprop.

MID-YEAR 2017 - YEAR-END 2022
STARTUP FOUNDER CONFIDENCE INDEX

100
Il FOUNDERS
20

83
80 77

73 73
72 72 70 72
6.0
50 4.7
42
4 N 2 mm

MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END MID-YEAR YEAR-END
2017 2017 2018 2018 2019 2019 2020 2020 2021 2021 2022 2022

INDEX RATING
3




Climate tech is a bright spot, but still slowing in 2023

$11.2B of Climate Tech Venture Funding for Q1 2023. We're forecasting
~$36.2B for the full year as investment slows further.
Global Climate Tech Venture Capital Funding, 2010 — Q12023 in USD Billions

$70.1B

Regional Funding Totals, 2010 — Q12023 in USD Billions

USA $92.2B

China

Europe

India

. $37.08B

$1.6B  $1.8B $19B $19B $228 $3.2B

2010 20M 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023F

Holon Source: HolonlQ, 7 April 2023. All numbers rounded and may not sum exactly due to rounding.

Source: Holon IQ Excludes PE transactions. All years calculated at historic FX (spot rate on funding date)



Including exit activity

Count of climate tech exits across M&A, SPAC, and IPO since 2020
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ESG/ sustainability software is a busy market for investors

Source: PwC

Acquisitions, investments, and buy-outs identified in the EHS
and ESG software market

25

2016 2017 2018 2019 2020 2021 2022




Real estate market



Property prices are declining...

Green Street Commercial Property Price Index®
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Those declines vary by asset class

Source: Green Street
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But class A office is doing much better than class B/C

Qsearch £ W in N ﬁlﬂhestmm_, & Signin | REGISTER

MARKETS SECTORS TECHNOLOGY BEST PRACTICES COVID-19  REAL ESTATE FORUM EVENTS NOMINATIONS THOUGHT LEADERS MORE

The Numbers Behind the Fllght to Quality
Offi

“Class A buildings cost $50 more per square foot in the fourth quarter of 2021 than 2019, while Class B buildings have
ely]) _mcreased $6 per foot over that time.

By Lynn Poléck

n As the office market recalibrates and the pandemic wanes, a flight to quality is playing out Trending Stories

in a plethora of markets. How Prologis Calculated That
Industrial Rents Will Rise 22%
Take One Vanderbilt, for example: the 1.8 million-square-foot Class A+ tower in Manhattan This Year
is 90% leased after delivering in 2020. Another prime example? Boro Tower in Northern Commercial Build-Outs Are
Virginia, which is situated inside a 15-acre mixed-use development that's 80% leased. Taking Months Longer
. . . . . Multifamily Asking Rents Notch
fn A new report from CommercialEdge notes that investor interest in quality assets has led to Another Big Jump

a widening spread in average sale prices across asset classes since the pandemic dawned
Multifamily | Ta
© in 2020. Class A buildings, on average cost $50 more per square foot (15%) in the fourth N:y:n::i:ztsnvestment Soars To



Returning to the office..by the numbers - UPDATE
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Hybrid working - predicted, actual and future

“Hybrid” (n = 1)

Predicted

“Hybrid”s (n = o)

Regular team
retreats

A few d One d ]
exeeiys : r:eealz a wbrid models Hub/spoke

* May take months or years to reach a balance/consensus
e Individual companies may try a variety of modes (short term or long term)
e Economic conditions may change the approach of individual firms.




Joe Aamidor
Aamidor Consulting Inc
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mailto:joe@aamidorconsulting.com
http://www.aamidorconsulting.com

About Aamidor Consulting Inc
Experts in Smart Buildings

Strategic and market insight for investors: commercial due diligence, review
of/feedback on investment thesis

Product strategy for vendors (small and large): competitive intelligence, voice
of customer research, market sizing, go-to-market

Market research for enterprises and industry stakeholders: provide an
independent, data driven perspective on the industry, opportunities for
growth, current and future trends

Advisory services for real estate owners/operators: technology adoption
strategy development, procurement support
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