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(ity of Buston | Baston, hik; SRON Anahysts of Beston's Portolio of ARTA Projects

SUSTAINABLE RETURN ON INVESTMENT (SROI)
CAN HELP GET PROJECTS FUNDED/APPROVED

This Is a ttme Hke no cther. Decision makers at all levels are challenged o
respond to funding opportunit ;

organizations are positioning ¢
rams that p o economic, s

“THE ABILITY TO ASSIGN MONETARY VALUES TO THE
FULL COSTS AND BENEFTS OF SUSTAINABLE INITIATIVES
WILL UNLOCK THE DOCR TO ADDITIONAL PUBLIC
INVESTMENT"

Thomas Menino
Four-term Mayer of the City of Baston
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WHAT IS SROI?

The 5RO process aocounts for a project’s triple-bottom line—Its full range organlzation, as well a5 the maonatary value of the externalities generated—
of environmental, sadal and economic Impacts. The process bullds on something almost always overlooked In financlal assessments. This complheta
best practices in cost-benefit analysis and financial analysis methodologles, “triple bottom line” view Is Invarlably of great Inferest to stakeholders.

complemented by state-of-the-art risk analysis and stakeholder alldtation
techniques. The SROI process Identifies the significant iImpacts of 2 given
Investment, and makes every attempt to cedibly assign monetary value.
Ay relevant Impacts that cannot be assigned a monetary value alsowill be
Identified, and ideally quardified, by the process. Resufts are prasanted in
Innovativie ways that help dients and thelr stakeholders priortize projects,
batter understand trade-offs and evaluate risk.

SROI 15 2 methodology that 1dentifies projects that will best accomplish your
goals of choosing projects that optimize the total value of your Investment,
and positlioning your project with the best possible business case for
fumding.

SROI bullds on economic theory to estimate the monetary value of a project
through its environmental, sodal and economic Impacts. The process
prawides declsion suppaort to Increase the Hkellhood of project funding

by prioftizing sustainable Initiative benefits. SRO helps communicate the

full value of your sustainable intilative by Including nat just the direct cash incraasing Funding Potentis! »
effects, but also the Indirect and non-cash effects a project will have on your

Optimize tripla battom ine benefits

Monetize the vahee of costs and
benefits, such as greenhouse gases
reduced, enargy sawed, water

consarved, et
rp,C"'

Position sponsoning organization
to make the best case for highast
furding potential

— nicreasing Project Fortfolio Value —p

Potential Projects
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HOW DOES THE 5SROI PROCESS WORK?

Dectsions considering sustainabilizy require more Indusive forecasting of
future oosts and benefits. Elements such as water quality or CO, cumently
have no tradable value and are not captured by financial return cn
Investment analyses. Assigning monetary value to sudh elements sometimes
Imviafves a high-level of uncertainty. SROI relies on evidence and expert
opinlons to determine the economic, sodal and envircnmental value of
Investments. Monetary values are determined 2cross 2 probabilistic spectrum
to sccount for this uncertainty. For example, the divergent perspectives on
the value of 3 ton of 02 can be shown as a distbution of potential va
The median value Is one that Is supported by the LS. Federal Government
By accounting fior uncertainty, greater assurance 1s realized in the process of AR msmalndhln)'
Identifying the best and highest value projects. -

s,

Map ount all relevant economic, social and emironmental varables of an initiative,
elop the Structure and Logic Diagrams starting from the basic division of costs and benefits

Measure the impacts of the project by assigning monetany values and probability
Assign Monetary Wabhues and Risk Ranges distributions, whara possihle, to.each variable

Bring stakeholders together to evaluate and validate the structure of the model and the assigned
Develop Consensus Among Stakeholders wvalues and probabiities of each variabia.

) . Once consensus regarding the inputs is achieved, compute the net presant value, discounted payback pencd, rate of
Simulate and Quantify the Outcome retum and the distribution of benefits for the initiative.
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Denwer Metro Wastewster | Denver, Co; SROI Framevog for Design of New Treatmest Plant
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Jobes Hopiins University| Baltmore, MD; SROY Anlyss o Caps|
Surstainability Program, LEED or Existing Bulldings

SAMPLE OF RECENT SROI PROJECTS

HOR provides lezdership for sustainable Inttizthwes and context sensitive
expartise 1o many ciients. SROI has been applied on projects of 2l scales

for design refinement, choosing among project alternatives and ranking
projects In 3 capital plan. The following chart provides recent examples
where HDR has applied its SROI methodeology aooss market sectors, such as
Architecture, Transportation and Water.

“5ROI BEVEALS THE HIDDEN VALUE IN PROJECTS.”

David Lewls, Ph.D.

Client

BMSF Raltway - Fort Worth, TX

Boston Redevelopment
Authaormy - Boston, MA

Clty of Ottawa - Cttawa, ON

Dienver Metro Wastewater
District - Derver, 0O

Johins Hopkins University
Baltimore, MD

Metropolitan Transportation
Authaority - New York, NY

Mational Park Service

Project

The anzlysts of the Tehachap! Trade
Cormdor capacity expansion led to $54
milion In grant funding

The dty of Boston wsed SRO to analyze
it= portfolio of American Relnvestmaont
and Recovery Act funding projects

Developed a framework to rank oty
streets for rehabilitation based on the
triple-bottom line costs and benefits

Developed a framework to help the
district make sustainable declsions an 2
new waslewater treatment plant

An analysis was performed on JHU's
Campus Sustainabllity Initlathve project
10 help achiewe LEED certification

Contributed framework to "The Final
Report of the Blue Ribbon Commissian
on Sustainability and the MTA™

Developed a framework to help the
NP5 make sustainable dedsions related

ettt 1o thelr transportation systams
Performed analysis on 2 new 51.2

US Army Comps of Engineers — 3

Fort Belvoir, VA billlion community haspital at Fort

US Department of Veterans

Bebvolr to meet Federal mandates

Used SRCH to hiedp the military make

Affairs & US Army - sustalnable design declslons on a new
Fort Bliss, TX 5145 billlion military hospital
LIS Trade and Development Performed anabysis of potential

Assodation - Lima, Peru

municipal solld waste Indbatives for the
dity of ima
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WHAT YOU GET: SROI QUTPUTS

Organizations are looking for specific evidence of benefits presented In 2
transparent "green” business case. HOR's SARCH process provides dedsion
makers with two sets of data: financlal return on Investment and sustainable
return on imvestment. With these metrics, decision makers will be able to
Identify 2 serles of projects that not anly pay for themselves, but achieve the
highest value.

Output examples Include:

1. Distributlon of Benefits —Provides a clear distribution of benefits by
type (2. air emissions, electricity bill savings) and entity (resource Users,
general public, etc k. This 1s useful for demonstrating allgnment with varous
funding requirements. In some cases, the results can delineate potential
opportunities for public-private partnerships.

Economic Vaue of Water
Saved
4BOBB -
Air Pollutants Savings 1% Em%g;j?ngs
3374,844 0%
40%
Greenhouse Gases Savings ‘Water Bill Savings
597524 SB003D
% %

2. Sustainable and Financlal ROI Comparison—Juantifies fnanclal
metrics and provides a comparison between comventional return on
Investment and sustalnable retumn on Investment.

Output Metric Value Motes
Annual valse of benefits 4030485 Total value of benafits in one year
Energy bill reduction 369 591 Cash benefit
Water bill reduction 80039 Cashbenefit
Greenhouse gases savings 07024 Mon-cash bansfit
Air polfutants savings 374 B44 Mon-cash benefit

Savings from redwced water use 8088 Mon-cash benefit

Met present value 510194 PV benedits - PV All Costs

Retwrn on investrment % fwerage rete of return on capital
investmant

Discounted paybackperiod 6 Eﬂ:ﬂmmmm

Intemal rate of return 536 2% Discount rate making NPV =0

Benafit to cost ratio i3 P banefitsPY all costs

Awesage rate of return on capital

invastmeant

3. Mon-Monetary Metrics—Dizta, such as tons of (0, emissions avolded,
gallons of fresh water saved and Injuries avolded, is useful for satting goals
and reporting results.

Tons of C07 emissions avoided 38466
Tons of CH4 emissions avoided 01

Tons of N2O emissions avoided (i} ]

Toms of 507 emissions avoided 143
Tons of NOK emissions avoided 44

Toms of P emissions avoided 10
Tomns of VO emissions swoided ol
(Gallans of frash water saved 1640602
Tons of waste avoided 23

Mumber of injunies avoided 1

Hours of productivity saved 16,783
Annwalty

Jobs created m

(zreen jobs created 33

Equivalent barrals of oil saved 1436

4. Sustainability 5" Curve—Ilhustrates the difference in value batweaen
FROI and SROA. Identifies the Increase in net benofits and probability of
SUNCESS.

Using the SROY process allows dedsion-makers the ability to pricntize
wiorthy—but competing—projects for funding based on the maximum
financial and sodetal returns. In the following example, a project's outcome
metrics are synthesized Ingo an Intuitive risk anzhyss model based on retum
on Investment.

A Compare the finandal return on Investment and sustalnable return on
Investment. In this example, the mean sustainable retum on imvestment is
mare than double the traditional return on Investment.

B. Bvaluate non-cash benefits, such as Improvements In employvee health and
productivity, and the benefits to larger community.

. Assess the statistical ikelihood that retwrm well f2ll within an 80 percent
confidence Interval. In this example, SRCE ranges from 15 percent to 34
percent.

o0%

ng
£

Frobakility of Mot Exceedi
PEREEFE

40% 0%

0% 30%
Return on Imestment (Percentage)

s Cash Plus Mon-Cash m— Sustainable
Returm on Benafits Realized by Feturn on
Investment an Organization Irovestrmient
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CLFDEDET

HOA Is a trusted partnier with a track record of suocess in sustainable
architecture, engineering and consulting. We are committed to offering
our cients the best possible economic, sodal and enwvironmental value

by delivenng integrated sustainable solutions. Our Sustainable Solutions
Program Includes an Internal Corporate Sustalmability Intiatihve, a Climate
Change Intiative and sarvices In the following areas of expertise: butldings,
mability, water, energy, waste, commurity, ste development and
sustainable return on imsestment (SROH.

For more iInformation about SROI, visit www hdrsroboom, of e-mail your
guestions to SROIghdrinc.com.

Kational Park Service | Denver, C0; SRO!Framéwdri-for Transpertation Systems Planning

HXR

WAWNOrsrod.oom

W peartice incrazsed e of sastirok
materak zd reduction of materal ise.

£ 1010 HOR, Inc, 2l rights resarved.




