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GREEN LEASING Green Lease: A lease which contains sustainability provisions as part of a
landlord-tenant agreement.

Under green leases, landlords and tenants agree to sustainability provisions
and assign costs and savings benefits of sustainability improvements. Green
leases can cover water and energy conservation, waste reduction and
recycling, use of nonhazardous cleaning products, temperature settings,
building operating hours, and other lease aspects that the parties seek to
make more sustainable.

Improve environmental
performance of the
leased space

Align financial incentives
of landlords and tenants

Track and report data
to measure success

WHY GREEN • Standard commercial leases contain no language regarding sustainability
issues
THE LEASE
• Modified gross and net leases often divide who pays for efficiency
improvement and who benefits
• 3rd party certification systems (e.g. LEED, Energy Star) contain
requirements such as energy data reporting
• Federal, state, and local regulations increasingly require sustainability
and efficiency measures and energy consumption reporting
• Green leasing can help achieve sustainability and emission reduction
goals in the building sector

$

G

In the City’s Climate Action and Adaptation Plan, the City has committed to
developing a green leasing program to provide assistance and incentives for
introducing leases that support investment in energy efficiency measures.

"In its 2015 report, IMT estimated that green leases have the potential to
reduce energy consumption in the U.S. office buildings by as much as 22
percent, and – when properly executed – can provide the leased U.S. office
market $3.3 billion in annual cost savings while yielding higher quality spaces
for tenants and competitive advantage for owners."
-- Rocky Mountain Institute
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THE VALUE OF
GREEN LEASING
Value to Tenants
• Higher building productivity and better
occupant health
• Demonstrate environmental responsibility to
employees and community
• Support corporate sustainability objectives
and carbon reduction goals
• Insulated from utility rate increases
Value for Property Managers
• Reduce building’s environmental impact
• Enhance marketability of the building
• Improve building financial performance
• Lower operating costs
• Increased tenant attraction
• Improved tenant retention
• Higher building occupancy rates
• Earn credits toward LEED-CI certification
• Become recognized as a Green Lease Leader
Green Lease Leaders
Green Lease Leaders is a national recognition
program honoring landlords, tenants, and
partnering real estate practitioners from a variety
of sectors that incorporate green leasing to drive
high-performance and healthy buildings.
For more information, visit www.greenleaseleaders.com
4 | sustainablesm.org

FACTORS TO CONSIDER
Gross or net lease: With a gross lease, the landlord pays for all utilities. That is, utility costs are
included in a tenant’s rent payments. Improvements in efficiency directly benefit the landlord
by lowering energy costs. In this situation, tenants do not have an incentive to make energy
improvements unless their rent subsequently decreases. With a net lease, on the other hand,
the tenant pays for utilities and therefore has more of an incentive to make small
improvements to lower energy costs.
Building age: Older buildings have more potential for efficiency improvements.
Single-tenant or multi-tenant building: Lease arrangements will require more negotiation if
there are multiple tenants in a building.
Length of lease term: Major building improvements (like HVAC) may only start to save owners
and operators money after a significant amount of time, so longer leases provide more
incentive to invest in large projects.
Size of leased area compared to total building area: A tenant who is renting a larger
percentage of a building’s square footage will have both more incentive and more influence to
make improvements.

“In its 2015 report, IMT estimated that green leases have the potential
to reduce energy consumption in the U.S. office buildings by as much as
22 percent, and – when properly executed – can provide the leased U.S.
office market $3.3 billion in annual cost savings while yielding higher
quality spaces for tenants and competitive advantage for owners”
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ADOPTION & IMPLEMENTATION

“Any lease can be made greener through additional clauses or lease
addendums. Memorandums of understanding and building rules and
regulations also offer avenues to formalize sustainability practice outside of the
lease renewal process.”
--A Better City

Site
Selection

Lease
Negotiations

Tenant Initiated

Landlord Initiated

Ø Identify your sustainability
objectives and create a
checklist for evaluating
potential buildings

Ø Include sustainability
practices in marketing
materials

Ø Send a RFP to potential
landlords to obtain
information regarding green
practices

Ø Share sustainability
requirements and building
expectations with potential
tenants

Ø Establish sustainability goals, standards, and what will happen if one
or more party fails to meet those expectations
Ø Decide who pays for and benefits from building improvements
Ø Determine the most suitable type of green lease

Occupancy

Ø Monitor ongoing sustainability performance of the leased space
against established sustainability goals and stakeholder expectations
Ø Modify and/or enhance building rules and standards
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CASE STUDY
NEO Realty Group Proves Small Businesses Can Be Green Lease Leaders
“The American Cancer Society’s (ACS)
Discovery Shop is a 5,500 – square-foot retail
store in the Cleveland metropolitan area. ACS,
which paid its utilities directly to the utility
provider, desired to lower its rising energy and
water costs, so that they could redirect crucial
funds to its mission of supporting those living
with cancer.

energy efficiency ration (SEER) ratings, and
additional supply ducts.

As a result of these updates the Discovery
Shop reduced its lighting load by 70 percent,
and the store’s repair expenses will be
reduced due to the new longer-lasting
equipment. Per the lease, ACS is required to
submit energy data to the owner, allowing
NEO Realty Group agreed to cover all of the
both parties to track savings and ROI. For the
Discovery Shop’s upgrade costs with an
first 24 months post-upgrade ACS will pay 65
expected return on investment of 15 percent percent of the energy savings to the owner in
at the end of term of the lease, in addition to the form of a quarterly rebate. After the first
an overall reduction in energy expenses.
24 months, ACS will retain all savings from the
Under this arrangement, NEO Realty Group
upgrades in the form of lower energy bills,
renovated the shop’s exterior entrances,
creating an extra incentive to renew at the
lighting, and lighting controls, agreed to install end of the lease term.”
new ENERGY STAR air conditioning, throughwall supplemental units with 16.5 seasonal
(IMT)

COMMERCIAL LEASE STRUCTURES

Triple Net Lease: Tenants pay rent and actual building operating costs. Under this model,
landlords are disincentivized from making energy efficiency improvements since savings are
reflected in reduced operating costs, which are covered by tenants.
Gross Lease: Tenants pay rent and pre-determined amount for building operating costs,
actual operating costs are covered by building owner. Under this model, tenants are
disincentivized from making energy efficiency improvements since operating costs are
covered by the building owner.

The Split Incentive Problem: The misalignment of the costs of implementing
energy efficiency upgrades and the savings of reduced operating expenses
between tenants and landowners.
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GREEN LEASE CLAUSES
Operations Clauses
Lease sections that set operational parameters for buildings.
Example Language 1: “Operating Hours: The
Landlord shall provide HVAC in quantities and
at temperatures required to maintain
conditions with a reasonable temperature
range in the Premises during Business Hours.
[Optional: HVAC and lighting supplied to the
premises outside on Normal Business Hours
requested by the Tenant shall be at the
Tenant’s cost at the rate equal to the then
prevailing rate for such services or utility plus
the Landlords 15% administration fee.]”

Example Language 2: “Waste Management:
Landlord shall set up a building-wide
infrastructure for materials recycling and
supply a ‘Single Stream’ bin to Tenant for
paper, metals, and plastics. Landlord shall also
provide electronics disposal bins for
computers, etc. Tenants shall use best efforts
to recycle by separating waste stream into
Single Stream (paper, plastic, metals), and
dispose of all electronic items (cell phones,
computers, etc.) in designated bins.”
(A Better City)

Tenant Build-Out Clauses

Lease sections that require that any and all
tenant improvement work and/or alterations
are performed in accordance with agreed upon
sustainability practices.
Example Language: “Any and all Tenant
Improvement Work and/or Alterations will be
performed in accordance with Landlord’s
sustainability practices that NYU has accepted
as part of the lease agreement, including any
agreed upon third-party rating system
concerning the environmental compliance of
the Building or the Premises, as the same may
change from time to time. Tenant further agrees
to engage a qualified third party LEED or Green
Globe Accredited Professional or similarly
qualified professional during the design phase
through implementation of any Tenant
Improvement Work and/or Alterations to review
all plans, material procurement, demolition,
construction and waste management
procedures to ensure they are in full
conformance to Landlord’s sustainability
practices, as aforesaid.”
(A Better City)

Passthrough Clauses

Lease sections that allow landlord to pass along
the cost of energy efficiency investments to
tenants.
Example Language: “Cost of any capital
improvement to the Building that reduces
Building Operating Costs, the costs of such
improvements to be amortized over the
minimum period acceptable for federal income
tax purposes, and only the yearly amortized
portion thereof shall be treated as a Building
Operating Costs. In no event shall this charge for
yearly amortization be more than the actual
reduction in the Building Operating Costs.”
(A Better City)

Reporting Clauses
Lease sections that stipulate that landlords and tenants share data on building progress
towards sustainability goals.
Example Language: “The Landlord and the Tenant will share
the Environmental Performance Data they hold relating to
the Premises and/or the Building. This Environmental
Performance Data will be shared on a regular basis [but not
less frequently than monthly/quarterly/annually] with each
other, with the Managing Agent and with any third party
who the Landlord and the Tenant agree needs to receive
such data. [Optional] Where they are under a statutory
obligation of disclosure (e.g. AB-802 compliance), the
Landlord and the Tenant will keep confidential the
Environmental Performance Data shared under this clause
and will only use such data for the purposes of monitoring
and improving the Environmental Performance of the
premises and/or the Building against any agreed targets. The
Landlord will ensure that the Managing Agent is placed
under a similar obligation set out in that clause and to keep
any shared data confidential and to use it only for the
purposes listed in that clause.”
(A Better City)

LEED Clauses
Lease sections that mandate tenants improvements align with LEED requirements.
Example Language: “Any and all Tenant Improvement Work and/or Alterations will be
performed in accordance with the Landlord’s sustainability practices that Tenant has accepted
as part of the lease agreement, including any agreed upon third-party rating system
concerning the environmental compliance of the Building or the Premises, as the same may
change from time to time.
Tenant further agrees to engage a qualified third party LEED Accredited Professional or
similarly qualified professional during the design phase through implementation of any Tenant
Improvement Work and/or Alterations to review all plans, material procurement, demolition,
construction and waste management procedures to ensure they are in full conformance to
Landlord’s sustainability practices, as aforementioned”
(IMT)
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Sustainable Purchasing Clauses:

Lease sections that establish rules about the types of materials which can be purchased for
tenant and common-area spaces, such as green cleaning supplies, VOC-free paints, and
ENERGY STAR certified electronics and appliances.
Example Language: “Landlord and Tenant shall comply with the following Environmentally
Preferable Purchasing Policy when procuring furniture, fixtures, carpeting, materials,
supplies, appliances, and equipment to be brought into the Building and Premises, which
requires that each use, when reasonably practical: Premises, which requires that each use,
when reasonably practical:
•
•
•
•
•
•
•
•
•
•

Energy STAR-qualified office equipment, electronics, appliances including refrigerators,
Products containing pre-consumers and post-consumer materials,
Products containing rapidly renewal material,
Products containing Forest Stewardship Council-certified wood,
Products harvested or processed, or extracted and processed within 500 miles of the
Building,
High-Efficiency, low-mercury-content lamps that maintain an overall average of less than
90 picograms of mercury per lumen hour of light output,
Compact Fluorescent Lamps that comply with the National Electric Manufacturers
Association,
Low-or no VOC furniture, furnishing or composite wood products that contain no-urea
formaldehyde,
Low or no VOC paints, adhesive, solvents or other such materials meeting Green Seal
Standard GS-11 or equivalent. The use of sprayed paint is prohibited,
Salvaged, refurbished or reused materials, furniture”
(A Better City)
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ADDITIONAL RESOURCES
Green Lease Library
Business Council on Climate Change Green Tenant Toolkit
Green Lease Leaders Lease Audit Tool - Landlords
Green Lease Leaders Lease Audit Tool - Tenants
Green Lease Leaders Reference Guide for Landlords
Green Lease Leaders Reference Guide for Tenants
IMT Green Lease Language Examples
BOMA Green Lease Guide
RMI Best Practices for Leasing Net-Zero Energy Buildings
USGBC Green Office Guide: Integrating LEED Into Your Leasing Process
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