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Since 1998, Clean Response has been the preferred restoration
expert of the area’s preeminent management
companies. Clean Response provides a seamless service, from the first call to the final inspection. The
Clean Response Team is known for their swift response time and professionalism, in handling everything
from sewer backups, pipe breaks, fire damage, mold, bio hazards and trauma scenes. With a team of
professionally trained and certified individuals, property managers can trust Clean Response when disaster hits.

WHAT TO EXPECT AFTER AN EMERGENCY IN
YOUR BUILDING
Written by: Tom Klaers, Clean Response
Unfortunate events happen in commercial buildings all the
time, and they take many forms. Water related events are by
far the most common. Some examples are:
• storm damage
• pipe breaks
• fire suppression system accidents or failures
• toilet and urinal malfunctions
• coffee and icemaker line breaks
• roof or window leaks
Mold issues are not necessarily an emergency, but they are
a health hazard and need to be properly remediated soon
after the mold is discovered. The next most common are
biohazards, which include sewer and drain backups, vomit,
urine, feces, blood, and almost any bodily ﬂuid. Fires are rare,
and with today’s fire suppression systems most of damage
is caused by smoke. Trauma scene clean ups require special
procedures that are expensive, but thankfully they do not
happen very often.
Restoration companies are required to follow industry
standards set by the Institute of Inspection, Cleaning,
Restoration, and Certification (IICRC) when dealing with any
of these losses, which ensures work is done properly with
no risk of future liability. Any company that cuts corners
and does not follow IICRC standards creates a liability for
themselves and potentially the property management
company.
Any of these types of losses may or may not involve an
insurance claim, and depending on the language in the
lease, the claim may be made by building management, the
tenant, or both. Recently, a water loss happened because
a tenant had a coffee service install a coffee maker. They
used a plastic line to the water supply, and the plastic line
cracked (on a weekend, of course). The tenant had to pay
for the damage, because the language in the tenant lease
clearly stated, “any water supply lines to coffee makers and
ice makers must be made of copper.” Determining who is
responsible for paying for damage should be done quickly,
so all parties expectations are accurately set.
Fortunately, restoration company estimators use the same
estimating software as most insurance adjusters, and this
software has the same line items and pricing. Therefore, if
there is an agreement on the scope of work to be done, the
price for the work is easily agreed upon. Sometimes during
the restoration process, more damage is discovered that is
not in the original scope. Depending on where in the process
the additional damage is found, it can be added to the
original scope, or submitted as a supplement to the original
scope. It is very important to notify the insurance carrier and
all parties involved to agree on changes in scope. They need
to understand that everyone needs to document their files
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regarding why the scope changed.
Receiving payment from the insurance carrier often takes
longer than people expect, and insurance companies
typically pay a depreciated amount first, and require copies
of invoices and payments to get the full payment. Here is a
simple example of what that might look like:
Replacement Cost Value = $10,000
Less Depreciation = $1,200
Actual Cash Value (ACV) = $8,800
Less Deductible = $1,000
Net Claim Remaining = $1,200
In this example, the insurance carrier would first cut a check
for $8,800. They require documentation that the full scope
of work was completed before they issue another check for
the net claim remaining amount. Insurance carriers do this
to protect their companies from insurance fraud, where the
full scope of work is not completed and some (or all) of the
insurance payment is pocketed.
Most people don’t fully understand this process until they
have a loss that requires an insurance claim. Insurance
companies often try to steer policy holders to what they call
their “preferred vendors.” Every insurance policy contains
a disclaimer that states their preferred vendors are only
suggested. The insurance carrier is not liable for any issues
caused by their preferred vendors. The policy holder can
choose any vendor they would like to perform the work.
Restoration contractors deal with insurance companies
everyday. They can help guide property managers through
the process, and help with ideas on what can be done to
prevent future losses.
For more information on how to prevent losses and how to
deal with losses, here are links to a couple articles from past
issues for the BOMA Industry Insights:
Preparing Your Team for Emergencies!
Insurance Claims: The Adjusting and Appraisal Process

Industry Insights Sponsors...

UNDERSTANDING OPPORTUNITY ZONES
Written by: Gregg Fuerstenberg, JLL
There are many changes to the Internal Revenue Code
after the Tax Cuts and Jobs Act of 2017. While many people
probably saw a change in their paycheck, one of the less
visible changes was the establishment of Opportunity
Zones and Opportunity Funds.
Opportunity Zones and Opportunity Funds were part of the
Investing in Opportunity Act included in the new tax bill. The
program was designed to encourage individual investors
to reinvest private capital into economically distressed
communities. Investors can benefit from capital gains tax
incentives available exclusively through the program while
low-income communities can become revitalized through
private investment instead of taxpayer dollars.
So, what is an Opportunity Zone (OZ)? OZs are areas
identified by the state as economically distressed, generally
low-income urban communities, that qualify for the OZ
distinction based on the criteria outlined in the bill. These
areas are nominated by the state and subsequently
approved by the US Department of the Treasury to officially
qualify as an OZ. Since the program’s installation in 2017,
more than 8,700 areas have been identified and approved
as OZs in every state across the country and US territories.
The benefit of having an established OZ is that the private
investment in those areas qualify for special capital gains
tax incentives available only through the OZ program and
Opportunity Funds. An Opportunity Fund is an investment
vehicle set up as a partnership or corporation specifically for
investing in projects in Opportunity Zones.
The process for becoming a Qualified Opportunity Fund is
fairly simple. It is a self-certification process that is filled with
your federal income tax returns. An Opportunity Fund can be
an LLC, corporation or partnership, or real estate developers
and investors. At least 90% of the Fund’s holdings must
be used for the purpose of investing in Opportunity Zone
projects.
Investors can defer tax on any prior gains invested in a
Qualified OZ Fund until the earlier of the date on which
the investment in a QOF is sold or exchanged, or 12/31/26.
The incentives are applied in a step-up basis for capital
gains reinvested in an Opportunity Fund. If the investment
is held for longer than 5 years, there is a 10% exclusion of
the deferred gain. If held for more than 7 years, the 10%
becomes 15%. If the investor holds the investment for at
least 10 years, the investor is eligible for an increase in basis
of the Opportunity Fund investment equal to its Fair Market
Value on the date the investment is sold or exchanged.
Here’s an example: Pete has $1,000 of unrealized capital
gains in his stocks portfolio. He decides in 2018 to reinvest
into an OZ Fund, and he holds that investment for 10 years.

Pete is able to defer the tax he owed on his original $1,000
capital gains until 2026. The basis is increased by 15%, thus
reducing his $1,000 of taxable gains to $850. Pete will owe
$200 (23% of $850) of tax on his original capital gains.
Additionally, since Pete holds his OZ Fund investment for
10 years, he owes no capital gains tax on its appreciation.
Assuming his OZ Fund investment grows 7% year-over-year,
the post-tax value of his original $1,000 investment in 2028
is $1,760. Pete has enjoyed a 5.8% effective annual return,
compared to the 2.8% equivalent Stock Portfolio investment.
Entity: Individual
Capital: $1,000 unrealized capital gains
Return Rate: 7%
Tax Rate: 23.8%
Scenario 1: Invest $100 in Stock Portfolio
Scenario 2: Invest $100 in Opportunity Zone Fund
Stock Portfolio
Holding
Period

Return
Rate

Tax Liab.

Post-Tax
Funds

5 years
7 years

7%

$310

7%

$350

10 years

7%

$410

Opportunity Zone Fund
Tax Liab.

Post-Tax
Funds

Net
Benefit

$1,000

$310

$1,090

$90

$1,110

$350

$1,260

$150

$1,320

$200

$1,760

$440

Still confused? The Treasury published these regulations in
October 2018 and will be providing further details including
additional legal guidance, on this new tax benefit in the
months to come. If you have specific questions or really want
to nerd out about Opportunity Zones and tax regulations,
you can find me at gregg.fuerstenberg@am.jll.com

February 2019 New Members - Welcome!
Matt Sailer - CBRE
Janet Phillips - SERVPRO
Shane Bethke - Thrivent Financial
Clarence Dukes - Thrivent Financial
Scott Dack - AdvantaClean
Jay Kuvaas - The 614 Company
Emily Abramson - Cushman & Wakefield
Marc Bergman - Tierney Brothers

CLICK HERE FOR MORE INFORMATION
ABOUT HOW YOU CAN ADVERTISE
YOUR COMPANY IN THIS PUBLICATION!
Page 2

NO AND LOW-COST BEHAVIORS PAY OFF FOR
BUILDING OPERATORS
Written by: Paul Patzloff, Xcel Energy
Energy efficiency issues get overlooked too often in today’s
era of bright new technology and renewable energy options.
However, there are real bottom-line savings in energy
efficiency practices, and they are worth exploring. Here are
some no and low-cost energy saving opportunities.

Ten simple starters:
1.

Do monthly inspections by examining insulation on
all piping, ducting and equipment for damage (tears,
compression, stains, etc.)
2. Open the shades and curtains to use natural daylight
wherever possible.
3. Set “sleep mode” settings on printers, copiers, fax
machines, scanners, and malfunction devices.
4. Enable the power management function on office
computers, which automatically puts monitors to sleep.
5. Use a “smart” power strip that lets you designate which
electronics should always be on, and which ones do not
need power when they’re not in use.
6. Try a night-time audit to optimize the best start-up and
power-down times plus any equipment sequencing.
7. Change or clean HVAC filters every month during peak
cooling or heating season.
8. Calibrate thermostats to ensure ambient temperature
readings are correct.
9. Make sure that areas in front of vents are clear of
furniture and paper.
10. Reward energy-efficient behaviors and habits to engage
employees in helping your organization save energy.

For best results, use your front line inﬂuencers
While it’s easy to work with your tenants to adjust their
behavior by encouraging them to shut off lights and use
“sleep mode” on office equipment after hours; the most
prominent behavior change opportunity is with your
operations and maintenance staff. They have a significant
impact because they can change schedules and tune or
operate equipment to find the most effective energy savings.

Focus on your systems’ touch-points
We all know how busy building maintenance staff can get
taking care of day-to-day issues. So dedicate a staff member
to use part of their day to observe and adjust settings and
set-points on your systems. By fine-tuning the settings
for temperature, CO2 levels, fresh air intake, and humidity
settings, you can typically increase energy savings. Often
this can be done remotely. If your boilers and roof-top units
are older, try adjusting them on a regular basis, this can make
a notable difference in performance and operating costs.

The temporary ﬁx dilemma
Here’s a story that’s all too common. A tenant complains
about being cold, and a temporary solution is used which
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overrides the automated control systems. But in the hurry
and scurry of daily demands, which facilities staff so often
experience, the system is never set back to the standard
setting. Repeated again and again, this can snowball into
noticeable energy waste.
Training is essential to stay up on the latest procedures and
best practices. The Building Operator Certification (BOC) is
a nationally recognized training and certification program
focusing on energy-efficient building operations and
preventative maintenance procedures. If you are interest
in attending BOC training, Xcel Energy offers partial tuition
reimbursement.

Case in point: Ramsey County Courts
While ideas and suggestions are helpful, real-world examples
are better. Here’s how a sizable multi-building organization
was able to leverage personal behavior to increase energy
savings at a local level. Ramsey County worked with Michaels
Energy to implement programs that leveraged Xcel Energy
incentives and rebates - found here.

Situation: Stand-alone courtroom building was running
status quo
This particular building had a small staff, and the HVAC
systems ran on auto-pilot mode, so there was a “set it and
forget” process in place.

Solution: New focus on energy efficiency
Ramsey County dedicated two facilities members to oversee
energy efficiency efforts across all its buildings. As a result,
this building was monitored daily, and adjustments were
made remotely. Most notably, the roof-top units were turned
down after-hours.

Results: 30+ percent reduction in energy costs
From April 2016 to April 2017, the courthouse saw energy
savings of 33 percent. Plus tenants commented on improved
comfort levels inside the building.

Take a stake in your building’s performance
New state-of-the-art HVAC equipment is always a great
addition to any building. But making the most of what you
have available is most often the reality. When you use your
maintenance staff to take on no and low-cost behaviors, the
results can be remarkable.

Enhanced Contributor

IT’S HERE: THE CRE TECH BOOM IS WELL
UNDERWAY
Written by: Ryan O’Rourke, OneSpot
In the past 5 years, over $700 million per month, on average,
has been invested into CRE Tech startups. A good portion of
that going into the sub-segment, called PropTech (Property
Technology). In 2009, technology started its climb; yet
faced steep hurdles to gain the attention and interest from
commercial real estate leaders.

Fast forward to today, and with the functionality being
developed through Artificial Intelligence (AI), Machine
Learning, and Blockchain, the CRE tech space is now
innovating rapidly. And now, many of the “innovators” are
adopting technology as a way to scale, increase efficiency,
and create a winning advantage. Furthermore, there are
several large global real estate firms making investments
in technology incubators, or hiring development in-house
teams to build technology. This paradigm shift, starting in
2018, is significant and will only continue in 2019.
With all this innovation in the CRE space happening so
quickly, many property and asset managers are scrambling
to evaluate new tools and determine whether or not to invest.
For those taking a “wait and see” approach, spreadsheets are
still prevalent, manual processes take up too much time, and
the data collected from building management is not easy to
access or used effectively to make business decisions. The
pressure to do more with less still maintains its presence in
CRE, but the writing is on the wall. The old ways of working
will give way to software as a service, and those hesitating to
change will be vulnerable to technology savvy competitors.
As CRE tech expert and broker Duke Long says, “Innovate or
lose - the revolution in this space is undeniable...”
Let’s look at a case study, and how technology can be used
to ease pains and give critical time back to commercial
management professionals. One Spot - a mobile and webbased platform, provides an immediate value of making
asset tracking, repairs, and vendor communication simpler
and faster. This platform can effectively store and record
information in one central repository, accessible by all
members of a commercial management team, and provides

real-time updates. Imagine tracking hundreds of repairs
and closed jobs over a property portfolio spread out over a
large city or suburban area, all through a simple tool, at your
fingertips. These types of tools are creating advantages for
teams who manage portfolios of ten or more properties and
eliminate costly errors.
What if bidding out tenant improvement projects or annual
service contracts could be done quickly and seamlessly,
with a repeatable process that didn’t require formatting of
a bid template? Manual processes like bid management
will be replaced by simpler methods driven by technology.
Spreadsheets will give way to automated tools, and software
will actually help managers select their winning vendor. This
innovation will help asset and property managers spend
their time in more important areas, provide better customer
service, and focus on growing their own business. Imagine
that?

Upcoming Meetings & Events Calendar
March General Meeting - March 21, 2019 - 8th Street &
Hennepin Avenue Updates
SAVE THE DATE:
Golf Tournament - Monday, July 22, 2019

Thank you to the Communications Committee for
their efforts in putting this newsletter together!
Chair - Kristin Longhenry, Wildamere Capital Management
Board Champion - Deb Kolar, Accesso Services LLC
Cindy Auld, Xcel Energy
Lynette Dumalag, JLL
Kelly Jameson, St. Cloud State University
Tom Klaers, Clean Response
Derek Rahm, Zeller Realty Group
Samantha Shimak, Accesso Services LLC
Tara Steinkraus, Duke Realty
Ben Yarbrough, Colliers International
Staff Liaison - Mackenzie LaSota, BOMA Greater
Minneapolis
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