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SUSTAINABILITY TRANSLATES
INTO PROFITABILITY

By Marianne Wilson

) ) o Yalmaz Siddiqui, director,
etailers from across the nation shared their in- environmental strategy,

sights and experiences into green building and Office Depot, opened the
sustainable operations at Chain Store Age’ first \?v?:heg4F:?atsaélnt?:t?;?1riace
annual Green4Retail (G4R) conference, held in his corr?pany’s commitment
June in Chicago. The inaugural event—the first industry to sustainability.
forum dedicated exclusively to environmental sustainabili-
ty in store planning and design, store construction, opera-
tions and facilities management—brought together retail-
ers, architects, designers and manufacturers and providers
of green solutions and services for educational sessions and
networking.

A common theme emerged from the conference, one
that was set out by keynoter Yalmaz Siddiqui, director,
environmental strategy, Office Depot, who emphasized
the link between profitability and environmental steward-
ship.

“Green is not sustainable if it is not profitable,” he said.
“WEe believe it can be sustainable.” .

At Office Depot, being green is saving green in terms of dol- While retailers have many reasons for going green, a funda-

lars. The chain has experienced a 10% total reduction in energy — mental one has to do with preparedness.

costs and a 20% total reduction in energy usage, even while in- “We think it really is preparing us for emerging needs and
creasing its store count some 75 stores annually. Its energy ini-  risks,” Siddiqui said.

tiatives are all designed to decrease energy expenses while pro- Speaker Jim Hanna, director of environmental affairs,
viding high returns for the company. Starbucks Coffee Co., echoed a similar note when he discussed

“The business case for each initiative supports the implemen-  the reasoning for making sustainability a business strategy at the
tation of the project from an environmental as well as financial ~ chain.
objective,” Siddiqui explained. “One of the reasons is that it is a hedge against future energy
instability,” Hanna said. Reduced operating costs also enters
into the Starbucks equation.

6A Office Depot’s LEED Milestone Presentations at the G4R conference emphasized proven

8A New LEED Options for Retailers green design, construction, energy and facilities solutions.

8A Advantages of Building Green Leading retailers—including Office Depot, Best Buy, J.C.
12A Sustainable Principles Guide Building Development Penney, Starbucks, Kohl's Department Stores, Limited
12A Why Go Green? Brands, REI and West Marine—and consultants shared
17A Best Buy and AAFES Detail Green Building Plans tbeir expertise and offered advice on sustainability initia-
17A Regency Centers’ Eco-Strategy tives.

Sponsors of G4R included A-R-E, Excel, Cadence,
Evolution Energy & Light, greenfoot, Greenstar,
gg: _T_%csuinorégggarsglg\;ver Johnson Controls, Leggett & Platt Store Fixtures Group,

MicroPlanet, Palladeo, Prenova, r3Building Systems,

Site Controls, TRIRIGA, Underwriters Laboratories,
22A J.C. Penney, Limited Brands and Office Depot WD Partners and York. m
Offer Insights on Saving Energy

19A Starbucks and REl Share Environmental Commitment

21A Cutting Energy Use in Existing Assets

mwilson@chainstoreage.com
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BEST BUY AND AAFES DETAIL

Building Sustainability Into Retail an

GREEN BUILDING PLANS

By Katherine Field

Lisiké-

aylight harvesting, dimmable

lighting with ceramic metal-

halide high-bay fixtures, white

roofs, high-efficiency HVAC
units and energy recovery are among the
key initiatives in Best Buy’s green build-
ing program. Dwayne Shmel, manager
of development and architecture for the
Ridgefield, Minn.-based consumer elec-
tronics chain, offered insights into the
program during the Green4Retail (G4R)
session, “Building Green From the
Ground Up.”

The initiatives, Shmel said, will be in-
corporated into new builds (currently the
company also is exploring how to make
existing stores sustainable).

“We build about 100 stores a year,”
Shmel said. He added that the plan is
to work backward from the scheduled
grand-opening date and “identify how we
will create a new design and construction
process [toward sustainability]. It’s about
the journey, not the destination.”

Best Buy’s journey includes an inten-
sive commitment to environmental
preservation through recycling. The
company initiated a formal grant pro-

CHAIN STORE AGE, SEPTEMBER 2008

=l
E —

gram last year to extend the reach of its
recycling opportunities to more con-
sumers around the country. The program
helped to fund about 90 electronics recy-
cling events in 26 states, collecting 3.45
million Ibs. to recycle. Through its serv-

Left to right:
Regency Centers
Mark Peternell,
AAFES’ Ann
Scott and Best
Buy’s Dwayne
Shmel discussed
sustainable
building.

ices and haul-away pro-
gram, Best Buy has col-
lected more than 111,000
consumer electronics this
year and some 300,000
appliances—totaling 77.5
million Ibs.

The chain also is focus-
ing its attention on addi-
tional conservation pro-
grams, with a specific em-
phasis on its electrical con-
sumption.

“Best Buy is a huge user
of energy,” Shmel said,
“since were operating electronics in-
store for long hours.”

The typical 30,000-sq.-ft. store uses
178,704 kilowatt-hours/year of lighting,
240,445 kwh/year of plug load and
148,153 kwh/year of heating and air-

Regency Centers’ Eco Strategy

Retail chains aren’t the only ones going green—shopping center developers
are also getting on board. Addressing attendees at the G4R session, “Building
Green From the Ground Up,” Mark Peternell, VP of sustainability for Jackson-
ville, Fla.-based Regency Centers, explained the tangible benefits of building
green from a developer’s perspective. They include:

Faster and improved odds of entitlement;

Ability to qualify for a growing array of financial incentives;

Appealing to like-minded retailers;
Lowered operating costs;

Improved employee productivity, recruitment and retention; and

Marked consumer preference.

Peternell outlined Regency Centers’ three-pronged strategy for operating a

sustainable company.

“The first prong concerns our new developments, where we are implement-
ing baseline sustainability measures into all of our new projects, and pursuing
LEED certification for 20% of our new developments in 2008, 40% in 2009

and 60% in 2010,” he explained.

The second prong addresses existing centers. Regency will adopt sustain-
able operating and maintenance practices throughout its existing portfolio

using LEED guidelines as a benchmark.

The final prong concerns corporate operations, as Regency associates buy into
the green movement and employ sustainable practices at work and at home.

www.chainstoreage.com
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conditioning loads, according to Shmel.

“That is why it is so important that we
do things like create our own sources of
energy,” he explained.

By maximizing the use of daylight in
its stores through photovoltaics, the com-
pany can decrease its energy drain on the
environment.

Wiater conservation is another priority.
The use of low-flow fixtures has allowed
the chain to reduce its water consump-
tion by 12,590 gallons per year per store.

Future initiatives include a solar-
powered baler and compactor.

Shmel advised attendees to network
with industry leaders to discover best
practices. He also recommended they pro-
vide employee training and education.

“Engage your employees,” he added.

“This [green building] is new for
many of us in the development
world,” he said.

As to potential obstacles, Shmel told
the audience not to forget about system
integration and system dependency.

AAFES: Dallas-based Army and Air
Force Exchange Stores (AAFES) op-
erates some 34.6 million sq. ft. of facili-
ties, and sustainable practices have the
organization’s full attention. Corporate
energy manager Ann Scott told atten-
dees at the “Building Green From the
Ground Up” session, that AAFES has
four projects currently seeking LEED
Silver certification.

Currently, AAFES is developing a
variety of programs to eliminate energy
waste in its facilities and ensure energy-
efficient new construction. It has es-
tablished a Web-based utility tracking
system, upgraded its lighting and put a
waste-reduction plan in place. It also
has implemented an equipment-main-
tenance schedule.

Scott said her position was created
about 18 months ago, when AAFES be-
gan to evaluate its energy bills.

“They wondered why the bills were
so high,” she explained. “They knew
the total dollar amounts, but didn’t
know the rate. It’s important that we
educate operators about energy rates
and maintenance, about spending more
up front to gain down-the-road sav-
ings.”

The AAFES energy-program model
establishes a framework that includes
energy management and strategy, energy
risk and performance, energy-efficiency
initiatives and strategic energy opportu-
nities.

Employee training is a big part of
AAFES’ sustainability push, as associ-
ates are encouraged to conserve energy at
store level. m

kfield@chainstoreage.com
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What steps are you taking?

Measure. Manage. Reduce.
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Increase Shareholder Value
and Achieve Environmental
Sustainability

www.chainstoreage.com

RIRIGA’

Real Estate Environmental
Sustainability - TREES™

Offices in California, Pennsylvania & Nevada
(888) TRIRIGA or (702) 932-4444
contact@tririga.com
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STARBUCKS AND REI SHARE
ENVIRONMENTAL COMMITMENT

By Katherine Field

wo very different retailers—
Recreational Equipment, Inc.
(REI) and Starbucks Coffee
Co.—came together in June at
Chain Store Age’s Green4Retail (G4R)
conference to share their insights and
learnings about a common goal: protect-
ing the environment. Jim Hanna, director
of environmental affairs for Starbucks
Coftee Co., Seattle, and Laura Rose, ar-
chitecture and design manager of Recre-
ational Equipment, Inc. (REI), Kent,
Wiash., explained their respective compa-

reduce in-store energy use by 25%, and to
power 50% of its consumed energy by
wind. Hanna noted that Starbucks initia-
tives in this arena give it a hedge against
future energy instability.

For Starbucks, sustainability is a long-
term business strategy.

“It’s not just because it’s the right thing
to do, even though it is,” Hanna ex-
plained. “Because the ‘right thing to do’
doesn't fly at Starbucks. Reducing opera-
tional costs is key, greater customer loyal-
ty is key, longer-term employees is key,

connection with the environment.”

Continued growth and evolution in its
green practices have led the company to
think outside the box. REI introduced an
entirely new lighting package—metal
halide and T'5 incandescents—and added
a community meeting space in the middle
of its store in Boulder, Colo.

REI has introduced a passive solar
lighting system from Solatube in its
stores, which provides uniform daylight-
ing and conserves energy.

“We anticipate 20% savings on light-

ny’s green programs, philoso-
phies and learning curves in the
“Green All-Star Panel: Lessons
Learned,” session.

Starbucks: Although Star-
bucks is widely seen as one of
the nation’s greenest retailers,
its environmental program had
a somewhat rocky start.

“In launching an environ-
mental program at Starbucks,
the lesson we learned was that
we werent very good at it at
first,” Hanna said. “In fact, we
nearly sunk our green strategy.”

One of the main problems,
according to Hanna, was the
chain’s early focus on LEED
(Leadership in Energy and En-
vironmental) certification.

“We started talking about LEED from
the get-go,” he explained. “There was a lot
of distraction about the certification
process. Our mistake was that we should
not have been talking about LEED certi-
fication, but about energy conservation.”

The chain learned its lesson, and today
conservation strategies and green design
are pervasive throughout the company.
Beginning in 2010, Starbucks hopes to

Laura Rose, architecture and design manager, REl,
outlined the chain’s sustainable initiatives.

and future energy stability is key.”

REI: Environmental stewardship is
part of the DNA of REIL Architecture
and design manager Laura Rose provided
an in-depth look at REI’s sustainable ini-
tiatives and philosophies.

“Our goal is to tread lightly on this
earth as we open stores and go about
doing our business,” Rose explained. “As a
brand, we have always had an important

ing based on daylight harvest-
ing and Solatubes,” Rose said.

In addition, REI is using
building-integrated photo-
voltaics (BIPV). Although the
| panels caused a significant per-
mitting challenge for REI, the
resultant conservation is worth
the extra effort, Rose said.

“BIPV combines electricity
generation with natural day-
lighting,” she added.

One of the key lessons REI
has learned along its green
journey, said Rose, is that more
technology takes time.

“If you go cutting-edge, give
yourself time to work through
it with your local building de-
partment,” she said.

Rose advised retailers to be willing to
let go of strategies that deliver low value
but require lots of effort, and take time to
weigh operational impacts.

Not everything REI has tried has
worked, but Rose noted that the REI
team has learned from its mistakes.

“It’s OK to fail,” she said. “At least you
know you tried.” m
kfield@chainstoreage.com
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John
Fojut, VP,
facilities,
Kohl's,
discussed
the
chain’s
solar
program.

wo of the nation’s leading re-
tailers—Kohl’s Department
Stores and Macy’s West—dis-

cussed their chains’ solar initia-

tives at Chain Store Age’s Green4Retail ses-
sion, “Renewable Energy Options: Solar
Power and the Financial Implications.”
Both companies have launched solar-
power programs as a response to high-
energy costs and environmental concerns.

Kohl’s: The decision to go solar at
Kohl’s was triggered by a variety of fac-
tors, including the rising volatility and
price of energy, favorable market condi-
tions for faster adoption, and its plenti-
ful—and available—rooftops.

“Also, we see energy efficiency and
green power as equaling environmental
and business sustainability,” said John
Fojut, VP, facilities, Kohl’s Department
Stores, Menomonee Falls, Wis., which

Tips on Going Solar

FOCUS ON SOLAR POWER

By Marianne Wilson

operates 957 stores in 47 states.

One of Kohl’s key considerations in
going solar was whether to own the sys-
tem itself or enter into a power pur-
chase agreement (PPA). It decided to
take the PPA approach, owing to the
economics (immediate cost savings), the
fact that accountability remains with
the solar provider (Kohl's solar partner is
Beltsville, Md.-based Sun Edison) and
the financing.

“By taking this route, there was no bal-
ance-sheet impact,” Fojut told conference
attendees. “There was no cost to Kohl’s.”

Kohl’s solar program is wide in scope,
with a total of 123 planned locations. To
date, some 46 sites (in California, New
York, New Jersey and Wisconsin) are
activated.

Sun Edison provides Kohl’s with an
in-house single point of contact. Program
professionals work directly with Kohl’s
and provide assistance with service and
rollouts. Sun Edison’s in-house techni-
clans are responsible for related mainte-
nance issues.

Kohl’s solar initiatives have proved
popular with Kohl’s associates, customers
and vendors, according to Fojut.

“Our stores are really proud of solar,”

he added. “And it has been really a hot

Thinking of going solar? Here is some advice from Kohl's John Fojut and Macy's

West's Marc Gordon:
¢ (Obtain top-management support.
e Act quickly as opportunities arise.

e Communicate to all levels, especially location teams.
* Be patient with the administrative process. Fojut noted, There is a lot of paper-

work involved.”
e Don't waiver from the mission.

¢ Don't underestimate the hurdles, and develop contingency plans with regard to

structural, permits, legal and real estate.

¢ People make the difference. “VVe find that people will work extra hard on some-

thing that is green,” Gordon said.

button with our younger associates.”

As to how Kohl’s benefits from solar
power, Fojut cited the annual energy-cost
savings, environmental leadership, re-
tention of renewable energy credits to
support green power strategy, and readi-
ness for future regulatory action.

“As we see it, were getting ready for
the future,” Fojut said. He added it is like-
ly that legislation at the federal and state
levels will continue to provide tax incen-

Macy's West has committed to solar
power in 28 stores, said the chain’s
/P of operations Marc Gordon.

tives for renewable energy.

Macy’s: Energy challenges also led the
235-store Macy’s West to utilize solar
power.

“Future energy-price escalators can no
longer be accurately predicted,” Marc
Gordon, VP of operations, Macy’s West,
told conference attendees.

Key drivers for the chain in going solar,
Gordon said, were the depletion of tradi-
tional low-cost sources of energy and the
fact that legislators are mandating renew-
able and greenhouse-gas standards at an

20A
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aggressive rate.

Macy’s West has committed to solar
power in 28 stores, with the installations
scheduled from August 2007 through
September 2008. At the same time,
Macy’s is undertaking energy-efficiency
upgrades (lighting, HVAC and EMS
improvements) in the 28 stores.

Unlike Kohl’s, whose solar installations
are all being done through a solar power-
purchase agreement, Macy’s West is tak-
ing a two-pronged approach. Seventeen
of the 28 locations will be financed
through a purchase power agreement
(similar to Kohl’s) and have no up-front
capital requirement. But the chain is
funding the solar-power installations on
the remaining 11 stores itself, with the
help of a 30% federal tax credit, the Self-
Generation Incentive Program and the
California Solar Initiative.

Gordon outlined the expected electric-
ity and emissions savings associated with
the solar-power installations and efficiency
upgrades. They include an estimated 40%
reduction in utility-provided energy, and
the offset of 24 million kilowatt hours of
power annually. The savings also include
the reduction of more than 195 million
Ibs. of CO, emissions over 30 years.

Some 25 states have mandated that
their utilities produce some sort of renew-
able energy, according to Craig Kline,
partner, Troutman Sanders, New York
City, who reviewed the financial impli-
cations of solar power during the “Re-
newable Option” session.

“There are a variety of state and gov-
ernmental incentives available that pro-
mote renewable resources,” he explained.
“Some incentives go directly to develop-
ers or owners of renewable-energy proj-
ects.” Kline also discussed another type of
incentive: renewable-energy credits or
certificates, which are commonly referred
to as “RECs” or “Green Tags.”

“These allow electric consumers,
wholesalers and utilities to purchase green
power on a national basis without regard
to the specific source of the generation,”
Kline said. m

mwilson@chainstoreage.com

CUTTING ENERGY USE IN
EXISTING ASSETS

By Marianne Wilson

Joe Stern, facilities manager, West Marine, spoke about the company’s

energy goals.

aximizing energy usage in

existing stores was among

the issues highlighted in

Chain Store Age’s Green-
4Retail (G4R) session, “Sustainability
in Action: Turning Responsible Profits.”
One of the session speakers, Michael
Nark, president and CEQO, Prenova,
Marietta, Ga., said that two categories
of factors drive up to 17% of energy
inefficiencies: asset degradation, and
settings (ranging from improper fan
settings to improper damper settings)
that are not consistent with corporate
standards. Although both of these cat-
egories used to be invisible across a dis-
tributed store footprint, that is no longer
the case.

“Up to 60% of these factors can be
corrected remotely,” Nark said. “And
the remainder require active mainte-
nance dispatch.”

Nark told attendees that chains can
make a commitment to the environ-
ment by focusing on existing stores
and adopting sustainable energy-con-
servation practices. The greatest op-
portunity, he added, lies in optimizing
the energy-related assets already in
place.

West Marine: Joe Stern, facilities
manager, West Marine, Watsonville,
Calif., discussed how the boating sup-
plies and accessories chain has inte-
grated sustainability into its opera-
tions.

West Marine’s short-term goals in-
clude a 10% reduction in utility con-
sumption in 2008. To achieve this, the
company has implemented a number
of measures, including the utilization
of high-efficiency HVAC replacements
and low-impact fixtures and equip-
ment, and employee training. It also
identified its worst-performing stores
via an energy-efficiency profile.

Stern said that Prenova provides a
number of energy-management-relat-
ed services to West Marine, including
utility-bill payment and audit and
price-risk management. It also pro-
vides proactive diagnosis and real-time
remediation of problems that may pop
up.

West Marine’s conservation efforts
are paying off, according to Stern.

“Our stores and support centers are
operating at a lower cost with less im-
pact on the environment,” he said. ®

mwilson@chainstoreage.com
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J.C. PENNEY, LIMITED BRANDS AND
OFFICE DEPOT OFFER INSIGHT INTO
| 1 SAVING ENERGY

By Katherine Field

everything on its own.
“We realized that
155,000 associates could
make a difference, and
we decided to engage
them,” Keller said.
Penney’s  efforts to
make its associates active

“It was designed to get our employees
to understand our utility bill and buy in
to energy conservation,” Keller said. “It
empowers them to reduce waste.”

The program, which includes rec-
ognition and various rewards, was a big
success its first year out. In 2006, Penney
turned it from an annual to a monthly
event. Penney credits it with some $4.25
million in annual energy savings.

Limited: Ron Rau, VP, stores and
facilities maintenance, Limited Brands,
Columbus, Ohio, explored the use of
energy-efficient lighting technologies in
the company’s Bath & Body Works and
Victoria’s Secret divisions.

Rau reviewed the LED shelf light-
ing and LED bi-directional lightbar
employed in Victorias Secret. Compar-
ing the light measurements of LEDs to

participants in energy
conservation are based
on several key factors,
including:

e Ownership (via
knowledge of the store’s
energy consumption);

e Empowerment (the
freedom, with limita-
tions, to act to reduce
waste and suggest ideas
to conserve;

7 ST
Employee involvement is crucial to J.C. Penney’s
efforts to save energy, according to energy

management and engineering services director
Rob Keller.

C. Penney Co., Limited Brands
and Office Depot shed light on
their energy-saving efforts at

® Ciuin Store Ages Green4Retail
(G4R) session, “Reducing Energy Usage:
Going Beyond the Low-Hanging Fruit.”
The discussion was moderated by Rick
Sievertsen, VP, business development,
Cadence Network, Cincinnati, who dis-
cussed how sustainability impacts a com-
pany’s triple bottom line (financial, envi-
ronmental and social).

J.C. Penney: Employee participation
is crucial to J.C. Penney’s energy-conser-
vation efforts, according to Rob Keller,
energy management and engineering
services director, J.C. Penney, Plano,
Texas. With only seven associates on the
chain’s corporate energy team, Keller
saw early on that the team could not do

® Recognition;

e Rewards; and

e Sustaining (en-
ergy captains ap-
pointed at store lev-
el, Energy Center
Web tools and re-
ports). '

“With the Web
tool,” Keller said,
“we give detailed re-
ports on the stores’
energy use.”

In March 2004,
Penney launched
March Utility Mad-
ness (MUM), a pro-
gram to raise ener-
gy awareness at the
store level.

Ron Rau, VP, stores and facilities management, Limited
Brands, discussed energy-efficient lighting technologies.

22A
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fluorescent lamps, he noted that the
LEDs provide 55 to 80 footcandles on
the product compared to 50 footcandles
with fluorescent lamps.

The stores’” power consumption with

the LED lighting has declined to 11

Additionally, Office Depot is installing
super-efficient hand dryers (Xlerator,
from Excel Dryer Inc.) in the restrooms.
The dryers have resulted in reduced
paper-towel expenses and associated
labor, reduced maintenance expenses

associated with plumbing, and cleaner
restrooms for employees and customers.

“The Xlerator hand dryers have a
payback of about one year,” Rosenholtz
added. m

kfield@chainstoreage.com

watts per fixture from 17 watts per fixture
(with fluorescents). The results include
an energy savings of $405 per store
annually. The maintenance savings is
even more significant: $4,050 per year.

The use of ceramic metal halide (as a
replacement for halogen) has also had a
positive impact, both in energy savings
and store appearance.

“In going from halogen to ceramic
metal halide, the store looks brighter,”
Rau said, “and we didn’t lose any color.
Plus, there is a tremendous payback on
ceramic metal halide.”

Office Depot: At Office Depot, re-
ducing energy consumption is a top pri-
ority. While the chain has already made
significant progress (see story, page 94),
it also has a number of ongoing initia-
tives, including a custom metallic re-
flector retrofit.

The retrofit, a conversion of six lamps
to four lamps, will result in the removal
of nearly one-third of the bulbs from
stores, with no light-level reduction. In
addition to being good for the environ-
ment, the retrofit will result in a high
energy savings for Office Depot.

“The project will virtually pay for
itself due to the high ROI” Jeffrey
Rosenholtz, senior manager of capital
projects, Office Depot, Delray Beach,
Fla., told G4R attendees.

Another current project is the installa-
tion of omni-directional sensors in
receiving areas. With the sensors, the
lights turn off after the allocated time,
and store managers can tell when some-
one walks into the receiving area,
which provides an additional measure of
security. The reduced lamp usage pro-
vides for a significant energy savings, so
much so that the sensors are expected to
pay for themselves in a year, according to
Rosenholtz.

J
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greenstar

setting the standard

Dispose less. Recycle more. Save and
renew precious resources. Easy concept.
But one that businesses often view as too
complicated or costly to implement.

Now you can take part in renewing our world
with Greenstar.

With commercial single-stream recycling,
Greenstar provides innovative, sustainable
solutions to make recycling easy while
benefiting your bottom line. So now you
can recycle confidently, with financial
accountability.

Greenstar is the largest private recycling
company in North America, processing over
1 million tons annually, with a focus on

the processing of recyclables, commodity
upgrading and commodity trading.

Renewing our

with Recycling-Led Waste

Greenstar Helps Businesses by...

* Specializing in single-stream processing of
recyclables, creating more efficient
recycling programs and increased
employee participation

* Simplifying the recycling process by
allowing paper, cardboard, metals,
plastics and glass to all be placed into
one container

* Educating employees with on-site training
and pictorial instructional materials

* Helping to reduce garbage disposal costs
by capturing more materials for recycling

vist www.greenstar-na.com today.

Greenstar North America * Houston, Texas ¢ 888-882-3885 ¢ info@greenstar-na.com
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