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Benchmarking is Not Only a Good Idea, It's Mandatory!
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Policy Highlight: 

Assembly Bill 1103
· Beginning Jan 1, 2009, California utilities were required 
ǘƻ ǊŜǇƻǊǘ ŀƭƭ ŎƻƳƳŜǊŎƛŀƭ ōǳƛƭŘƛƴƎǎΩ ŜƴŜǊƎȅ ǳǎŜ Řŀǘŀ ǘƻ 
the EPA Energy Star Portfolio Manager.

· Reports generate a comparative building performance 
score on a scale of 1 to 100.

· Effective Jan 1, 2010, this Score will be a Mandatory 
Disclosure to tenants, buyers or lenders.

· The building score will become another tool to attract 
premium rental rates and pricing, and preferential loan 
terms from lenders.
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Energy Benchmarking
·Energy Benchmark: Compare building performance 

against similar buildings in the market

·Building Characteristics:Identify key building factors 
that affect energy consumption

·Energy Benchmarking is the first step to:

·Establish a building score

·Evaluate LEED certification

·Measure carbon footprint

·Develop sustainable strategy
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Building Industry Trends:

LEED - ROI
To truly differentiate your building in 
this market, the LEED Certification 
process will increase your asset value.
Along with retrofit programs, you can 
see 30-50% utility savings. Additional 
performance optimization strategies, 
such as Solar PV, can substantially 
increase your Net Operating Income in 
the long-term. Green Retrofit Services 
often could include a combination of 
the following:

March 2009 RICS Research report analyzing the financial performance 
of green office buildings:

· 16% Increase in Sales Price
· 14% Increase in Effective Rent
· 7% Increase in Occupancy Rates

In a 2008 Costarstudy of 1,300 buildings LEED-certified buildings held 
these advantages over conventional competitors:

· $11.24 per sq ft Rent Premiums 
· Up to $171 per sq ft increase in Sales Price

- Source: Piet Eichholtz, Nils Kok, & John Quigley, Royal Institution of Chartered Surveyors, 

- Doing Well by Doing Good, 2009
-Source: Delloitte& Charles Lockwood, The Dollars & Sense of Green of green retrofits, 2007

-Source: Norm Miller, Jay Spivey, and Andy 
Florance, Does Green Pay Off?, 2008

Total Cost $125,010

Total Rebates $31,651

Net Costs $93,359

Annual Savings $25,665

ROI 27%

Payback (years) 3.64

10-year Cash-flow $163,291

LEED Ceritifcation of 100,000SF Building

Basic Retrofit Performance Optimization

Energy Benchmarking Major Retrofits to HVAC and systems

Retro Commissioning LEED Certification

Low-cost or No-cost Retrofits Renewable Energy

Tax Incentives & Rebates Carbon Management
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Green Lease
Increasing energy costs, new 
legislation and regulations, 
certification standards, and 
mandatory energy use 
disclosures are just some of the 
main drivers of sustainable 
building practices.  As Green 
Buildings continue to move 
mainstream, Green Leases will 
become the norm.

What is a Green Lease?
A lease for space in a green 
building that include provisions 
to monitor and improve building 
performance and minimize its 
environmental impact.  Mutual 
contractual obligations between 
tenant and owner aim to 
achieve resource efficiencies 
and environmental standards.  A 
breach of contract could result 
in penalties and fines for either 
parties.

A Solution to Split Incentives
Current lease structures pass on 
operation risks and costs to the 
tenant, creating split incentives 
between the owner and tenant.  
A green lease ensures the party 
who pays for  energy savings 
investments or implements 
energy conservation measures 
will also enjoy the financial and 
environmental benefits.    

Key Green Lease 
Provisions:

·Integrated Construction and 
Design
· Building rules and 

regulations
· Operational performance of 

building
· Tenant build-out agreement

·Economic Provisions
· Rent structure and operating 

expenses

·Operations and 
Maintenance
· Energy use by tenant
· Green materials and cleaning
· Procurement of consumables 

/ electronics
· Tenant manual and 

development guidelines
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Carbon Management
· Greenhouse Gas(GHG) emissions reporting is quickly becoming a 

standard element in corporate social responsibility(CSR).  

· The buildings sector is responsible for over 35% of total GHG emissions 
in the US and the implementation of a Cap & Trade scheme imminent.  

· Carbon footprintingis an essential tool to identify specific 
areas for improvement and a smart hedge against future 
compliance and rising energy costs. 

· The first step to carbon analysis is to set operational boundaries to 
reporting:
· Scope 1 (direct) ςon-site company owned sources (cars, boilers) 
· Scope 2 (indirect) ςpurchased electricity 
· Scope 3 (indirect) ςbusiness activities (air travel, waste disposal)

· ISO 14064 & GHG Protocol are two prominent international standards 
used by business, non-profit, and government ensuring transparent and 
verifiable emissions accounting and reporting

Green Markets
· Access key CSR tools to reduce carbon footprint, use green power and 

increase sustainability 
· Carbon offsets
· Renewable Energy Certificates (RECs)
· Energy Efficiency Certificates (EECs)

· Financial Incentives for buildings 
· Carbon offsets can be created from direct(scope 1) emissions 

projects such as boiler efficiency, solar thermal installation and 
material substitution projects

· Future opportunities for carbon financing dependent on policy

· Post Kyoto Protocol ς2012
· Copenhagen ςUS very likely to participate in a global carbon 

abatement agreement
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Feed-in Tariffs (FiT)
FiTƛǎ ŀ άDŜǊƳŀƴ ǎǘȅƭŜέ ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅ ǇƻƭƛŎȅ ǘƘŀǘ ƻŦŦŜǊǎ 
guaranteed payments at a rate set by regulators to renewable 
energy developers for the electricity they produce.

US Market Changer 
· Gainesville, Florida

· $0.32 per kWh subsidy for 20 yrs
· Capacity met until 2010 in just a few days
· Cost to ratepayer: $0.74 monthly

Implications of a FiTpolicy 
· Accelerate the adoption of new, clean technologies in 

Commercial Sector
· Explosion of interest and momentum in Renewable Energy 

and Sustainable Practices

Benefits of FiT
· Extremely simple mechanism to understand and implement
· Guaranteed revenue stream to secure funding
· Lowest cost potential

Barriers to FiTimplementation
· Setting the FIT rate

· A rate too high creates windfall profits, while 
a low rate will not spur development

· Political challenges to price setting
· Increased cost to ratepayers

Possibility of a Competitive FiTpolicy 
· Competitive bidding to set an effective minimum subsidy
· Injects market incentives into the policy  
· Program caps limit cost to ratepayers
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