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Overview

Procurement Services at Forest City

Value Proposition: Why incorporate ESG
into the supply chain?

Forest City’s Approach
* Development
* QOperations

Getting Started
Best Practices
Measurement/KPIs
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Supplier Relationship Accounts Payable & Technology

Management e Ensures efficient and quality transactional

- Offers streamlined corporate support to the processes and services to the Enterprise to
business as a single source of contact for all include Supplier Setup and Data Management,

preferred supplier business needs Invoice Processing, Payment Processing, Utility
- Drives supplier performance to include Payments, Corporate Cards, Development Draw

innovation, continuous improvement and and Purchase Process, Coupa and Concur

performance to contractual terms (price, quality Administration
& delivery)

Strategic Sourcing Program
Management

events that usually include » Actively manages and

multiple properties and provides customer service to
complex/various the Enterprise centralized
requirements PI'OCU remen programs such as Energy &

e Leads large procurement

Sustainability, Supplier

t
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Integrating ESG into the Supply Chain:
The Business Case

Companies that embrace diversity continue to lead the market in revenue
generation. A sustainable Supplier Diversity Program is an important part of this.

Supplier Diversity aligns with FC’s strategic plan to drive operational excellence as
well as our core value of Diversity and Inclusion. A inclusive supply chain
demonstrates to our internal and external stakeholders.

According to the Census Bureau, by the year 2050, minorities will be the majority of
the US population. Women currently represent over half of our population. Our
supply chain should mirror the communities where we do business, creating brand
and customer loyalty.

Implementing a sustainable Supplier Diversity Program increases competition in the
market which ultimately leads to better service, increased innovation and lower cost.

Communities realize increased capital investment and employment where
corporations are successfully implementing Supplier Diversity Programs, thus
reducing the need for public assistance/social welfare and increasing the tax base.




Integrating ESG into

Procurement
Forest City’s Areas of Focus

* Development
* Design Standards for New Construction
* Public-Private Partnership Requirements

e Operations
* National vendor contracts
* Supply chain audits
= Supplier diversity
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Development: Supplier Diversity & Social Inclusion
Case Study: The Yards DC

* Contractor Goals: DC requirement that 35% of the contracts go to certified business
enterprises

* |nstituted voluntary mentor/protégé program, large prime contractors encouraged to subcontract to
small or disadvantaged local builders and trades

» Results: Forest City has met or exceeded its contractor goals, with 35%-57% of the work going to
CBEs.

* Workforce Intermediary: First developer in Washington to launch its own organization that
acts as a broker to pair businesses with local residents seeking work

* Work with local businesses, labor unions, educational institutions, social services agencies and faith-
based and community groups to recruit, train, place and retain local residents for positions at Harris
Teeter
» Results: Harris Teeter and local restaurants at The Yards hired approx. 300 local residents,

represents a 1% reduction in DC’s unemployment rate. 82% of those hired at the Harris Teeter store
have stayed on the job for six months or longer.

Nareit.



Operations
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Evolution of a Sustainable Supplier Diversity Program

ISteP 3: Step 5: Establish
Step 1: Senior 252%:?; Comprehensive
€ Internal &
Executlvg Diversity into External
Leadership Supply Chain Communication
Support Management

Process

Improvement

Step 4: Identify

Step 2: opportunities
Establish for Diverse
Corpgrate Suppliers in the
Policy Strategic
Sourcing and
Supply Chain
Management
Nareit.
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Step 6:
Establish
tracking,

reporting &
goal setting
mechanisms

Step 8:
Establish a Tier
11 Program s

b Can begin measures to
track Tier Il. However,
a true Tier Il program
should only be
implemented when
you have a sustainable
Tier | program 10



Measuring Results

w00 Of Diversity Spend

e 7 Of Diverse Suppliers

a7 0f RFPs that Included Diverse Suppliers

e+ of New Diverse Suppliers

e Hof retained Diverse Suppliers with $$

#/$ of Contracts awarded to diverse suppliers
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Forest City’s 2018 Supplier
Diversity Goals

9% enterprise-wide, Procurement-directed
diversity spending

Include at least one diverse contractor in the
bidding process for all projects over $25,000

S
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Getting Started

In-depth review of current suppliers
. Look for diverse suppliers
. Identify non-certified suppliers that can become certified

® ldentify the top diverse spend opportunities in pipeline
= Review contracts and look for expiring contracts
= Anticipated purchases

® Mandate 100% inclusion when competitive diverse suppliers exist
= A diverse supplier should be included in every bid opportunity/RFP to the maximum extent
possible
" Include Supplier Diversity language in Contracts, RFPs and Training
Manuals

= Clear language in process documentation, contacts and trainings assist with fostering
maximum results

Nareit.
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Ongoing Best Practices

* Vendor Code of Conduct that incorporates ESG
* Environmental

Human rights

Working conditions

Occupational health & safety

Business ethics

* |_everage national vendor relationships to identify ESG opportunities
* Example: Lighting vendor identifies LED retrofit opportunities

* Engage vendors on ESG
* Include supplier diversity and sustainability goals/language in RFPs
* Recommend they certify as minority/women/veteran-owned business
* Join local/national supplier diversity organizations

* Development Design Standards
* Prioritize LEED credits that include supplier diversity and sustainability
* Require GCs to use national vendors (who have already been screened for ESG)
* Work with cities to identify local priorities

Nareit.
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If you have any questions, please contact Jill Ziegler

Jill Ziegler, LEED AP BD+C

Director of Sustainability and Corporate Responsibility
Forest City Realty Trust, Inc.

direct: 216 592-1310

mobile: 216 702-8381

jillziegler@forestcity.net
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Options for offsite renewable
energy contracts

Kevin Hagen, Iron Mountain
Aaron Binkley, Digital Realty

January 2018
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MW of Rooftop Square Feet of

. - Solar Panels Solar Panels

REIT Electricity Use (MWh)! v o

y Produce this Produce this

Amount of Amount of

Electricity? Electricity?

Weyerhaeuser [EEEEEEEE—— 7,616 951,972,000

Equinix I 2,895 361,926,000

Digital Realty [ 2,771 346,352,000

DuPont Fabros [ 1,203 150,330,000
cGP 745 93,147,000

Ventas N 718 89,763,000

Vornado [N 629 78,564,000

Host Hotels and Resorts [N 603 75,428,000
Simon Property [N 566 70,700,000
Boston Properties [ 504 63,058,000
Hcp 478 59,804,000

Forest City [ 326 40,704,000

Liberty Property (2015) 270 33,799,000
Iron Mountain Il 267 33,315,000
Kilroy Realty [ 221 27,615,000
AvalonBay 148 18,516,000

Kimco 90 11,215,000

Public Storage | 23 2,844,000
Prologis 6 710,000

1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000 7,000,000 8,000,000 9,000,000 10,000,000

1. Publicly reported electricity consumption for reporting year 2016 unless otherwise noted.
ESG TOrUIM 2. At 1,250 KWh/KW, 125,000 SF per MW 2



Avenues for Sourcing Renewable Electricity

Common
Name

Locations

Scale

Key Risks

Environmen
tal Claims

Nareit.

Green Tariff

Regulated electricity
markets

Individual meter(s):
Usually enroll based on
50% or 100% of meter

No control over utility
programs; Utilities
may stagnate in
increasing renewable
energy in fuel mix;
sites become less
attractive to “green-
preferred” clients

Varies based on utility
program, adequate for
Scope 2 CO2 emissions
reporting

Commaodity Block,
Power Hedge

De-regulated electricity
markets

Individual meter(s):
Can be tailored up to
100% of block, limited
by % of site’s load that
is hedged

Needs to be replaced
with more impactful
projects to meet client
demand and NGO
expectations

Varies based on block
structure, adequate for
Scope 2 CO2 emissions
reporting

Virtual PPA, Contract
for Differences

National, but top grid
regions include:
ERCOT, MISO, PIM

Portfolio-scale: Entire
portfolio or multiple
buildings

Long term energy
purchase contracts (7-
15yr); End of
Production Tax Credit
may raise prices; Need
to be able to aggregate
client demand at sites

Strong, adequate for
Scope 2 CO2 emissions
reporting

PPAs, REIT-owned
projects

Property-specific

Individual meter(s):
Fraction of building’s
load, may also be
capped by net metering
regs

Reduction of
Investment Tax Credit
(30% - 10%) and
declining rebates may
raise costs

If you get a utility
subsidy you may not be
able to count it toward
Scope 2 CO2
reductions

Community Solar

Massachusetts,
Minnesota

Individual meter(s):
Program-specific caps
apply, up to perhaps
~5 MW

Reduction of
Investment Tax Credit
(30% - 10%) and
declining rebates may
raise costs

If program gets utility
subsidies you may not
be able to count it
toward Scope 2 CO2
reductions

National RECs,
Unbundled RECs

National

Unlimited flexibility on
scale, no min or max
procurement

Long term investment
of capital; Requires tax
credit appetite;
Reduction of
Investment Tax Credit
(30% - 10%) and
declining rebates may
raise costs

Claim adequate for
Scope 2 CO2 emissions
reporting



What is a Virtual PPA

Commonly names: Virtual PPA, Contract for Differences, Fixed-for-Floating Swap

Definition: A virtual PPA is a form of price hedge. A company (e.g., a “Buyer”) enters into a contract to pay a
wind/solar project (Seller) on an agreed fixed PPA price. The Seller sells the generated power into the local
wholesale market on a merchant basis as it is produced.

Financial Settlement: The solar/wind project pays the company if the electricity is sold into the market
above the agreed contract price, and the company pays the project the difference if the electricity falls below
the agreed price.

Environmental Attributes: The Buyer receives the RECs produced by the project.

Benefits: Buyer claims environmental attributes from large-scale renewable project. Long term, fixed price
electricity price hedge that is not property or suppliers-specific. Ability to secure renewable claims for projects
that cannot self-generate large amounts of renewable electricity.

Key Risk: “CFO Test” — “Will | ever have to explain why we missed earnings because of this deal?”
Translation - Power sold in the wholesale market at a price below the PPA rate and Buyer pays the difference.

Nareit.
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Corporate Renewable Deals

g]‘ BUSINESS Corporate Renewable Deals

CENTER 2012 - 2017
Capacity (GW)
3.26
— Salesforce
— Phili
3.0 - Bloomberg - Cornin
Apple 1 | General Motors
Google |
Cisto - I|II
2.5 1
2.0 A
1.5 1
1.0
Becton Dickinson -
05 aop) Apple -||
ple Apple - |
I
0.0 -

2012 2013 2014 2015 2016
Publicly announced contracted capacity of corporate Power Purchase Agreements, Green Power Purchases, Green Tariffs, and Outright Project Ownership in
the US and Mexico, 2012-2017, Excludes on-site generation (e.g., rooftop sclar PY) and deals with operating plants, Last updated: January 5, 2018.
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Common Considerations

Nareit.

ESG

What is your ‘mandate’ to act on renewables?
Do you have a renewable energy goal, a carbon goal, or something else?
How much of your load do you want to address?
 What amount of energy can you can hedge?
How important is “Farm to Table” for you and your stakeholders?
« Do renewables need to be sourced locally/regionally?



The Real Deal

Have a Cattle Prod (or two)
* Customer demand: “One of the four key location criteria for us is access to renewable energy.”
* Greenpeace gave us an “F” in 2014 for lack of renewable energy sourcing
Get (Free) Help
* We worked with a buyer’s agent, (i.e., a broker) to identify promising renewable energy projects
* Broker’s fee (typ. ~1.5-2%) is paid by Project Developer on a “success fee” basis
* The success fee model gets you a lot of no-obligation expertise while you figure things out
Trust but Verify (and Verify, And Verify Again)
e Our RFP identified ~100 projects throughout the PJM grid region
* We shortlisted on price, location, commercial operations date (COD), and fewest contingencies
* We conducted in-person interviews of the top projects, and we found that:
* Projects with no contingencies can have contingencies
* Prices and terms are highly negotiable
* Project developer demeanor matters
Zombies — Your New Best Friend
* Projects that weren’t on the shortlist got re-priced by the developer a month or two after the RFP
process moved forward and became attractive

ESG o1



The Real Deal
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Politics — Your New Source for Grey Hair
» Solar Int’l Trade Case, Federal Tax Reform result in CPs (Conditions Precedent) and provide an
excuse for developers to re-price deals and delay CODs
Get Ready for a Re-Trade
» Developers may “re-trade” the project offered during the RFP process
Have Friends in High Places
» Expect your Executive team to have strong philosophical feelings about “hedges”
* Due to nominal contract values and long tenures you may end up in front of your Board of Directors
Have Even More Friends Low Places (joking!)
» Accounting: There will be questions, and they can be addressed (accrual vs derivative accounting)
* Legal: Plan to hire outside counsel with vPPA expertise, at $20-50k
» Tax: They will be fine, but they’ll need to make sure you're not going to tank REIT status
* Finance/Treasury: Guidance on issuing a parent guaranty or posting a letter of credit
Recognize Your Limits
* Performance of long term power market hedges are built on assumption after assumption after
* Don’t lose the forest for the trees
Gossip
» Talk to others who have done a deal!
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Kevin Hagen
Kevin.Hagen@ironmountain.com

Aaron Binkley
abinkley@digitalrealty.com
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“ [RON MOUNTAIN

OUR PURPOSE

T To be the trusted guardian of the assets
1 most important to our customers, securing
their past, current and future value.

Our Services

Information Management

Secure Storage

 Documents, Tapes

o Assets, Art, Film, Music

Digital Transformation

« Data Centers & Cloud Services
= Secure Destruction

o Shredding, IT Assets




A [RON MOUNTAIN

+ $3.8B Sales

+ 25,000 employees
+ 1400 Secure Facilities
+ 50 Countries

+ 85 Million Sq ft

+ 220,000 customers
Serving 94% of FORTUNE 500
S&P 500 REIT (NYSE: IRM)
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s NCDP

DRIVING SUSTAINABLE ECONOMIES

MEMBER OF

Dow Jones
Sustainability Indices

In Collaboration with RobecoSAM «*

WE SUPPORT

Sustainable Business Strategy Is
about using Environment, Social,
Governance (ESG) impacts as a
driver to inspire new thinking about
what we do and how we do it.

We’'re building a metrics driven
process based on global
frameworks, stakeholder

engagement and transparent pubic
reporting that is delivering better
outcomes for our business, our
customers, our communities and
the planet.



Energy Strategy

When The rate The
we pay Source

it T

Increase percentage of
Green Power

How much
we use we use it

Avoid peak time Stabilize long

Use less = Pay less
Reduce peak kW term costs
witlhirg,
\\\ ,’-' N Complete rate \ 0
Reduce Energy ~* Complete control “~ fainty & \ 100%
isti certainty Renewable
use at existing ~ ¥ when we use power *- stability
bldgs by 50% or - and how much is -
more == pulled from the grid =
- -
? ~
- A
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Renewable Energy Progress

» Achieved +40% renewable electricity in 2017 (up from <1% in 2015)
» 100% renewable for Data Center operations

e Chart is prior to 10 Data Center acquisition (Jan 2018)

350,000

300,000

250,000

mmm Non-Data Center
200,000

MWh

mm Dats Center

w Green Pwr
150,000

100,000

2015 2016 2017 2018 2019 2020



On-Site Solar

e \We currently have 5.6MW installed at 14 sites
 Active pipeline of over 10MW of new projects

Livermore, CA
369 kW

Sacramento, CA
213 kW

Freehold, NJ 1990 kW



Off-site Projects

 Virtual Power Purchase Agreements (VPPA)
e 2 Wind Deals @ 25MW each

» Direct Green Power Purchasing
* 4 wind & solar purchase deals over 8SMWavg




Sustainability is a Team Sport

CORPORATE RENEWABLE ENERGY
BUYERS’ PRINCIPLES: INCREASING
ACCESS TO RENEWABLE ENERGY

EDFEs
%ré}/u&m%héMFngL“ e BUSINESS
Finding the ways that work | RENEWABLES
® A RONMOUNTAIN o
altenex -
An EDNSON ENERGY® Company &PAREEN
Schneider REBA Eﬁ POWER
aEIectric PARTNER
9 .
o WORLD ses
= RESOURCES

" @Y INSTITUTE
WWF




Innovation Labs



Inspiration




Kilroy
Innovation Lab

At Kilroy Realty Corporation we are actively seeking
emerging technologies and ideas that measurably
improve the environmental performance of our real
estate assets. The Kilroy Inmovation Lab will pilot
these innovations in order to improve cur portfolio’s
performance and rapidly transform the larger
commercial real estate market.

Kliroy Raalty Corpotstion nas bean on the forghont of sustanability

In commancial real estato for ower seven decados, and has boan
recognized as tha Morth Amencan Laadar on sustainability in the offica
sector for the kast four strasght yoars by GRESHE. W ara one of only
three American raal estato companies to b listed on tha Dow faras
Sustznabiity 'World Index. Ona of the major drivers af our continuad
sustanabiiity parfarmance is owr willingness bo embrace emerging
techncdogies that Emprove tha crvirarsmental parformanca of aur
existing and maw assots. Laanchod in 2017, tha Kllroy Innovation lab
farmaliras the procoss for tho mplemantation of sustznability pilots o
pravida credibiity for successhul tachnologias




22T Michalson § Fast Pliok: Phasa Change

Emargy & Redwong cur energy consumgtion
s tha primary objecbve of our axisting Dulkdeng
anvircnmental programs, and wo design our naw
development projects wilh enargy affickancy as
a3 primary goal 'Wo o focused on emsnging
techrologies whose primary fmpact is on

itne base busding and whose effecacy is not
aapandant an benant bahavior chango. Lighting
window fiim, HVAC upgrades, and candrols

have 2l boan ameas in which we have prewwousty
piiotod now solutions and Bn whach wo expect bo
piot more.

Wator & wWator s anothar main focus of owr
sustairabidty programs, especially in California,
which has gaparienced severe droughts in rocont
years. Wa have impsamsntad srd ane interested in
aoditional domastic water projocts. bypecally via
extremay Ioe Mow and fush plumbeng Retunes
Roducing exterkar water use, oftan through smart
Frigation controllars, drip irrigation and nigh
aMiciency nozzies, IS alsa an area ;n which we
have done seweral plots. Wa aiso havwe ettarast in
caoling tower projects

Waste 4 FReoucing the amount af wasta wa
sond ko Enaiils 15 arather importank compongnt
af our programs. 'Wa have aggressivaly molied
out Composting programs in over BO% af our
partfalio, and hawva péatod recycling athar wasts
stroams Wao o interosted in projects that allow

Kllroy Enmavation Labs s particulary intorestad in the following types of progects

us b0 reduCa our wasta to landtill parformancoa
that ao naot burdan our tenants or fanitors.

Heaith & ‘We hawe placed an increasing
Imiportance o health becausa wa baliove that
thi wallbsxing of tha peopéa that mtaract with our
buildings s ontical, and that owr bulldéngs hawa
thi abity to alther promota or deminish human
health and productivity. in 2007, wo moehwed
beath WiELL and Fetwel cortifcatsans, and are
intorestod in tonralogies to halp us mandor

the heasth perfarmance of our asscts We are
partcularly enterested i technologias that have a
pasitiva Impact on both haalth and arsrgy.

Blodiversity / Rocognizing increasad

axterral intarest in Diocvarsity, wa launchao

our biodiversity programes bn 3016 AN now
lardscapas in both tha axisteng and dewelopmant
partfodos are required ko includs at least two
piant typaes, whach othonwisa meet ocur recucad
watar requirements, that are consicaned
pallinatars by Tha Pofinator Partnership (www
palliratarorg). Alsa, ary boohevas discovered &
undesirable locations ara to b relocabed aither
0N Or ofTSSie In partnarshag weth Iocal beckespeng
o anazatians rakhsar than gostroyad. Fimally,

we hawve begun installing boehewas an the roofs
of our Dulkdings. 'We ara iInterasied in idaas o
baost and maasure tha bDicdiversity impact of auwr

propartizs

Financlal Siructuras | Sometimes, the
barriar to adoption of an aMiciency technology
i the commancial raal cstata snoustry is not the
technology Tharafora, we Nava plicted uniqua
financial structures to maka the iImplemantation
of certain techralogies mone attactive, Far
Exampia, wa ame ona of the first Raal Estabe
lrrwastrmant Trusts (REITS) Eousa an immovativa
financial structuns for salar and batbary
Instaliations ard hope that our structume will
sarvo a5 3 modal for athor REITS ta folow to spur
soiar and battery doptsan in cur ndustry. Plmasa
make that this area ooes not exiend ta firamcing
shnuc e

Sustalnablilty Reporting & = 2017, wa
bacame tha First pubscly traged company o
align gur 13- with SASH and we aro ahaays
Imterestad In learreng aoditionad best practicas
regaroing susisimabity disciosura.

Supply Chaln 4 ‘Wa launchad our Suppiy
Chain program in 2077 with the implamantation
of a coda of condwct that exionds o vendars and
other third parties, and an analysis af our critical
VETHIOrS. W are Interestod in saarning about

bost practices miated 13 onsuring criviraremestal
stewardship in owr supply chaln.



REPRESENTATIVE PAST PROJECTS

@ o

ENERGY WATER
= Bspendir = 1.1 gpf toilets
*  Blue Box »  GoMeter

» Carbon Lighthouse »  Hybrid waterless

wrinals

troe-Ccommissioning »  TeroBleed

= LOBOS

= MACH @

B HEALTH
= Raoinforest Automation Eagle B
«  SmartCool Controls

o Education
»  BuildinglQ
Program
«  WELL
BIODIVERSITY ER
- :cc-].‘.c- FINAMCIAL
nistallatio REPORTING

n ot =

MEASUREMENT & VERIFICATION

For projects whass purposa ks generating financial savings,
tha Kilroy Innovation Lab placas a strorg emphasison a
robust Maasuramant & Yerilication procass o confiom that
savings have bean realized. While we prefar a Tull IPMVP
Option C protocol ba iImphementad, wa ane also comfortabie
with tranding corsumption patterns via data loggers for 30
days prior to an Intervention, 30 days during an Intervantion,
and 30 days aftar an Intervantion. We can also use owr load
profile analytics to do Measurement & Verfication wark
depencing on the project.

UTILITY COLLABORATION

W hava a long history of coliaborating with owr utilitias
on emarging tachnodogy plicts. Tachnodogias that are
appropriate for our assat typa (ofice, Ma scienca and
multifamily) that ame part of a utility emerging technology
program ane partioularly eelcome. W are aiso Tavorabla
towards techrologles that have bean wetted by our utilities
and, for exampie, receive rabates for thesr Implementaton.

»  Green Janitor

PARTHERS

/I-‘\‘ ‘Wa partrar with arganizations that also

want ko accelerate the sdoption of clean
" Lm 'J techralogy in the bult @nvircnmant.

\'-.ﬂ"' The Kilroy Innovation Lab 15 excited that

tha Los Angales Cleantach Incubatar
{LACT) has coma onboard s our first partnar. LaCk will
oo identifying efficlancy projects in it pipaling thak e
approgriate for our asset types, and wa will ba warking
togather to ensure smocth daployments and variflabia
resuits. This will allow far rapid scale bath in tha Kilroy
Realty Corporation portfolo and the larger commarcial raal
state Community.

FUTURE ENGAGEMENT

We recognize that our sguare footage has bean and will
continue to be fertile ground for testing out the technologics
that hava the potential to transform commearcial raal

astate. Tha Kliroy Inmavation Lab is always koking for naw
amarging techriclogias ta plict

Owr idead pllots have tha following Faatungs:

Mo upfrant cost

mnimally Irvasive

Hisaks ocur insuranos redquiramants

UL Bstad If a hardwane companent ks iInvalvad
Raobust Measurement & Varification process
Erimarily within a base bulding scops

Simpie payback of 3 years or less for projects that

genarata savings
E. Focusad on one of the fallowing araas:

Momon koM

a  Enargy I.  Firancial

b Water Structures

. 'Wasio g Sustairability
d. Haalth Raparting

@ Blodvarsity h.  Supply Thain

CONTACT

Companics nbanasisd in partnaring an a Klliroy
Inricwation Lab plat should contact Sara Haff
[snaftikilroyrealtycom) with & description of how
their technalogy mests the oriteria cutined hane.
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