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Providing Turnkey Energy Solutions to the Real Estate Industry
By Resource International, Bonnie Kortrey
Brad Dockser and Doug Smith both worked for real estate private equity companies in the 1990s
and had many investments in Japan. Generally, these companies make profits by maintaining
high occupancies with high rents. However, after the global financial crisis, they also needed to
cut property operational expenses as much as possible to maintain profitability. Until that time,
energy costs were thought to be uncontrollable, absent substantial reduction in energy use or
large-scale engineering work. Dockser believed that a business opportunity existed to provide
comprehensive service to decrease energy costs because many companies providing services to
the private equity industry were either selling products or simply consulting. There were very few
companies providing solutions.
Green Generation
Solutions
(“GreenGen”) was
established in May
2011 to provide
turnkey energy
solutions, including
assessments,
solutions and
project
implementation.
The company
works with private
equity companies,
REITs, opportunity
funds, and others.
GreenGen’s
solutions
demonstrate
energy savings on
an ROI basis and
payback periods
for each
investment in a
solution. GreenGen
is headquartered near Washington, DC and began providing services in the US. Many of its
clients also own properties in Europe and Asia, and the company expanded its business into
Europe in February 2015 and into Asia in 2016.
The biggest markets in Asia for the company are Japan and China, but given the multitude of
issues with operating in China, the primary focus is currently Japan. The company’s client base
consists of major real estate investors with global operations. In fact, their first client was a
Japanese REIT. GreenGen’s executives think that the Japanese market is very attractive as Japan
has one of the largest office markets in the world.

Cap rates are very low, and
energy costs are high.
Global investors active in
the Japanese market believe
profits can be enhanced
through energy savings and
also currency exchange
rates. GreenGen has
established partnerships
with two companies in the
Japanese market to support
business there, although
they have not been publicly
announced.
Japan is a product-centric
market, and companies buy
products from certain
makers to meet their energy
savings needs. GreenGen’s
alternative approach to
energy saving focuses on
solutions and ROI, which is
opposite of the product-oriented thinking in Japan. GreenGen suggests comprehensive solutions
to achieve ROI goals that are independent of the products that are used. The founders of
GreenGen think that the company’s quantitative and return-based approach is unique for
Japanese companies.
Many Japanese companies showed their interest in this approach in the past several years. Those
companies have tried to save energy by reducing lighting and lowering temperature in offices, but
none has taken a strategic approach. As a result, GreenGen has successfully secured major real
estate companies as clients.
However, it is not easy to expand business in Japan because asset management companies do
not like to change their routine of simply replacing old equipment with new at the best available
cost. This approach is not likely to bring the best solution.
GreenGen’s objective is to provide the client with the best and most comprehensive solution.
This sometimes entails a complete change of systems and/or using multiple equipment suppliers.
Occasionally, the scope of the project is quite large and may involve, for example, exchanging
magnetic chiller for steam because the new system would cost less and be less expensive to
operate. There may sometimes be resistance to bold solutions. Asset management companies
may think that it is a risk to install a new system when the current system worked fine for last
thirty years.
GreenGen suggests “end-to-end” energy solutions to their clients and persuades them that their
solution can reduce future expenses. The biggest hurdle is to help the asset management
companies open their minds and explore solutions that are completely different from what exists
currently. Once people fully understand GreenGen’s proposals, they become comfortable.
There are some big differences between the US and Japan markets. Energy costs in Japan are
high, and central heating/cooling is common. Also, the Japanese sales process is different. For
example, it is not sufficient just to sell good products cheaply. It is important to secure confidence
in a new product and develop a trusting relationship.

Securing the first customer in Japan took much longer than in other countries. Currently, it has
been a year since the company began operation in Japan and the sales cycle has quickened.
Those clients who have implemented GreenGen’s solutions and achieved savings are quick to
bring new projects. However, the tight and insular business relationships in Japan and vertical
integration are a challenge. Asset management companies are more comfortable to work with a
limited number of companies and the third-party service provider market is still new. It can
sometimes be difficult to find small, independent companies with the requisite skills to work with.
GreenGen’s goal is to implement the best solution, even if that includes coordination of
components from multiple suppliers; however, it may be difficult to have them work together. The
Japanese manufacturing industry is used to an “inter-locked” market in which they provide a total
solution with their own products and companies. Therefore, they are not used to making the best
solution by using components from multiple suppliers. What is unique about Japanese business
is the “unseen” relationships, which new entrants like GreenGen encounter in the end. An
example is a company that was very much interested in GreenGen’s suggestions for a project
that was going to move forward. However, another company who had special relationship with
the client’s CEO used the relationship to have the work split between GreenGen and the other
Japanese company. The client who hired GreenGen and the other Japanese company reviewed
the performance of each and decided to go with only GreenGen for their next project. Obviously,
this situation is not desirable, but there is no way to control back-channel decisions. Nonetheless,
GreenGen is expanding their business in Japan with successful results.

