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Viewpoint
Green link
Sustainability is rising 
up the agenda, and 
good relationships 
between landlord  
and occupier are  
vital to success

During the global financial crisis, Emerging 
Trends has reflected a range of attitudes 
towards key aspects of the market. But one 
theme that has continued to evolve over 
the past five years has been sustainability. 

This year’s reports revealed attitudes to 
“green” issues are becoming evermore 
central to investors and lenders in their 
decision-making processes. And it’s a trend 
particularly evident in cities like London 
and New York, where change is being 
driven by the rising influence of technology, 
media and telecommunications firms in the 
leasing market. 

The increasing emphasis on occupiers is 
being embraced at Legal & General 
Property, which is putting tenants at the 
centre of its asset management strategy. 

This, it argues, enables the firm to deliver 
continual improvements in the 
environmental performance of buildings 
through the adoption of best practice.  

But the firm - which has £10.6bn funds 
under management in the UK - believes 
“communication and dialogue” can be just 
as crucial to performance as the latest 
technologies.  

As Debbie Hobbs, Sustainability Manager 
of Legal & General Property, explains:  
“On a daily basis, we are doing as much  
as we can with our tenants. It’s embedded 
in everything we do and part of everyone’s 
job. We recognise that, as owners of real 
estate, we are only one part of the 
solution.” 

To foster better dialogue with occupiers, 
the firm is creating an asset sustainability 
plan for every building in its portfolio (set 
to be in place by the end of 2013). The plan 
will enable asset managers to establish 
targets to improve sustainability on an 
annual basis. “This information will help 
us when talking to a building’s agents, as 
well as set service budgets that will then be 
agreed with the occupier.” 

Legal & General’s managing agents are 
also using handheld tools to record 
conversations with tenants to make sure 
issues and ideas are shared, especially with 
L&G’s asset managers. Common questions 
an agent will ask the tenant are if it is 
prepared to share data, or if capital is an 
obstacle to improving aspects of their 
building. 

“Sometimes occupiers have changes they 
would like to make but internally they can’t 
get approval for them because there is no 
capital to fund it,” says Hobbs. “But, for the 
right situations, we have access to cash to 
fund upgrades, such as replacing lighting, 
for instance. That could be the difference 
between a tenant re-signing a lease or not.”

Improved dialogue has enabled the firm to 
offer occupiers advice around reducing 
energy usage in their units, or on how to 
more effectively recycle waste. It also puts 
forward standard Green Lease clauses in 
every lease to “provide an early 
introduction to sustainability and co-
operation for occupiers”.

“We discovered that lawyers would often 
strike out these clauses because they didn’t 
understand them, even though the tenant 
had requested them. So we have found 
that better dialogue with tenants at all 
levels of the organisation is crucial in 
helping to avoid this,” says Hobbs.
 
There is no doubt, she says, that 
sustainability impacts value and the firm 
now targets BREEAM ‘Excellent’ for all 
new development. 

Bill Hughes, Managing Director of Legal & 
General Property, adds: “We firmly believe 
in the financial benefits of sustainability; it 
offers us more secure and longer-term 
income. Aside from the legislative drivers 
that are making it evermore important to 
plan ahead, the best occupiers are 
demanding green buildings. 

“Indeed, we now see it as our fiduciary 
responsibility to go above and beyond 
property industry norms. We are thinking 
ahead in implementing sustainability 
initiatives across our portfolio, well in 
advance, to protect long term asset values 
and enhance our investors’ returns.”

Provide an early 
introduction to 
sustainability and 
co-operation for 
occupiers
Debbie Hobbs, sustainability manager, Legal & General Property
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