
The built environment is 
responsible for 40 per 
cent of the UK’s carbon 

emissions – an uncomfortable 
fact in a COP26 world.

ESG (Environment, 
Social and Governance) is 
firmly on the agenda for 
investors and asset owners, 
and the government’s 
carbon reduction targets 
and impending legislation 
are driving the issue of 
‘green leases’ from the 
periphery of owner/occupier 
discussions into the middle 
of every conversation about 
environmental performance of 
commercial buildings. 

Many commercial property 
owners are conducting green 
audits of their property 
portfolio to satisfy their 
stakeholders’ demands and to 
prove that they are compliant 
with existing and impending 

environmental legislation  
and public opinion.

The ramifications of the 
green agenda for owners 
and occupiers are profound. 
Beyond the arm wrestling 
over commercial issues, 
such as rent, free periods 
and terms, both parties now 
have to collaborate far more 
emphatically to reduce their 
collective regulatory risk 
exposure, while:

 ● Retaining asset value;
 ● Meeting occupational 

demands;
 ● Reducing operational risks – 

especially in a post-pandemic 
age; and 

 ● Managing their reputations.

Rationale for a green lease
As the 40 per cent factoid 
above suggests, commercial 
buildings are a significant 
consumer and contributor to 

the nation’s energy and  
water consumption and  
waste generation.

In addition, occupiers travel 
to and from work – activities 
which are an integral part 
of the green agenda – and 
owners and occupiers 
inevitably have to make  
green-related decisions  
when choosing materials  
for fit-outs, alterations  
and refurbishments.

Owners are already seeking 
to minimise EPC ratings 
and to achieve the highest 
level of BREEAM and LEED 
accreditation they can afford 
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FIVE BROAD CATEGORIES OF A GREEN LEASE
The primary elements of a green lease, which affects both owners and occupiers, can be grouped into 
five broad categories. Frequent audits and collection of data of each of the following categories allows 
performance assessment decisions to be made quickly and remedial actions to be taken when necessary.

1 Energy
 ● Owners must develop a 

building energy strategy 
for multi-let buildings that 
includes tailored plant and 
equipment settings and 
schedules to align with  
the working hours of  
the occupiers.

 ● Building Management 
Systems (BMS) allow teams to 
monitor energy use against 
building occupancy data. 
Regular analysis ensures 
unusual and/or excessive 
usage is identified and  
quickly addressed.

 ● Installation of separate 
metering facilities (for 
individual utilities, occupiers 
and departments – such 
as data centres) should be 
considered. Technology 
already exists to allow 
half-hourly performance 
monitoring data to be sent to 
owners and occupiers.

 ● Motion and daylight sensors 
lighting systems, as well as  
LED light bulbs are an integral 
part of any energy/lighting 
control system. 

 ● A service and maintenance 
schedule should be part of the 
energy management strategy. 

 ● Owners and occupiers 
should consider renewable 
energy and low-carbon 
technology or, participate 
in local and/or community 
energy schemes.

2 Water
 ● A building-wide 

strategy and metering 
of individual occupiers (in a 
multi-let building) and major 
consumption areas (such as 
kitchens) is advisable.

 ● Advanced metering 
technology sends data to 
both occupiers and owners 
automatically so all parties 
can monitor use and identify 
potential leakages.

 ● Installation of efficient 
plumbing fixtures (such 
as dual-flush toilets and 
waterless urinals) should  
be considered.

 ● Recycling grey water and 

rainwater harvesting (for 
landscape irrigation) is 
increasingly popular.

3 Waste
 ● Annual waste audits of 

all waste streams should 
be a minimum requirement.

 ● Assign waste data to 
individual occupiers in a multi-
let building – recognising  
that usage will differ  
between occupiers.

 ● A building-wide strategy 
could reduce duplication  
– for example, reducing  
waste vehicle journeys  
and collection charges.

 ● Ensure there is adequate 
space and storage facilities 
for recyclable materials 
(paper, glass, plastic, etc). 

 ● Classification and 
management of waste must 
meet statutory regulations 
and special provision be 
made for items such as 
electrical goods, mobile 
phones, batteries, and so on. 

 ● Contractors appointed for 
fit-out and refurbishment tasks 
must make provision for waste 
segregation, recycling and 
reuse of materials.

4 Building work
 ● Avoid undertaking 

any work that 
would compromise the 
environmental performance 
of the building.

 ● Be cognisant of 
sustainability ratings (such as 
BREEAM, LED, EPC, etc) when 
planning and implementing 
any major works.

 ● Plan the replacement  
of plant and equipment  
based on assessment of 
sustainable sourcing, future 
occupation densities, recycling 
obsolete equipment and 
whole-life costing.

 ● Planned Preventative 
Maintenance (PPM) 
programmes should be an 
integral part of a building 
management strategy. 

 ● Provision of EV charging 
points should be integral to 
the building management 

strategy and the building’s 
green travel plan, which 
includes on-site cycle  
storage, shower and changing 
facilities for cyclists and 
spaces for other forms of 
sustainable transport.

5 Biophilic and  
biodiversity planning

 ● Owners and occupiers 
should assess and promote 
the use of plants and natural 
materials both internally  
and externally.

 ● Improving biodiversity in and 
around the building is growing 
in popularity amongst owners 
and advisers when planning 
new and/or undertaking  
major refurbishments of 
workplaces, buildings and 
business communities. 

 ● Creating habitats that 
encourage local wildlife and/
or providing green roofs and 
living walls is a growing trend.
Successful implementation 
of a green lease requires 
full collaboration between 
owners and occupiers, and 
full disclosure and sharing of 
building performance and 
maintenance records for 
major services and equipment 
in the building.

 ● Building performance 
monitoring and analysis 
should be frequent to identify 
issues and remedial actions 
and aligned to agreed 
environmental performance 
targets for the building.
Compelling sustainability 
credentials makes sense to:
Owners – good-quality 
commercial space is easier 
to let, it allows better leasing 
terms to be negotiated, 
increases the enthusiasm 
of occupiers to renew and 
reduces investment risk; and
Occupiers – it allays any 
environmental and social 
impact concerns, reduces 
reputation risk, reduces 
operational costs and  
creates a ‘green’ culture 
which can attract talent  
and boost retention 
performance.

GREEN LEASES

A new lease of life
Green leases reduce the regulatory exposure of owners and 
occupiers, and they’re good for the planet, says Richard Beaumont

The ramifications of the  
green agenda for owners  
and occupiers are profound

when building new premises, 
or refurbishing existing  
ones. A significant number  
of commercial buildings, 
which will exist in 2050, are 
already occupied – therefore 
future-proofing 2050 stock 
should already be in hand 
across new and existing 
commercial buildings.

What exactly is  
a green lease?
By definition, a green lease  
is a standard lease that:

 ● Includes additional clauses 
related to the management 
and improvement of the 
environmental performance  
of a building;

 ● Is legally binding on both  
the owner and the occupier; 

 ● Is enforceable for the entire 
term of the lease; and 

 ● Helps to give realistic and 
measurable building efficiency 
targets with the potential to 
lower overall operating costs. 

Sometimes agreement 
between owners and occupiers 
cannot be reached on the 
lease’s ‘green’ issues, although 
the commitment to ‘green’ 
from both sides is strong. 

In these circumstances, 
the parties can agree to 
enter into a memorandum 
of understanding (MOU), 
which outlines how they will 
work together to improve 
and manage a building’s 
environmental performance. 
However, MOUs are not legally 
binding documents and they 
can be updated by either party 
without affecting or requiring 
any changes to the terms of  
the lease. In addition, there is 
no stipulated time frame from  
an MOU.

A big attraction of MOUs is 
the fact that they are a faster 
route to securing a (green-
related) agreement than a 
green lease. 
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