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Foreword
There are numerous reasons why commercial 
landlords and tenants should consider their 
responsibilities to improve their environmental 
performance, particularly in relation to energy 
consumption.  Some of these reasons are provided 
below, and whilst the list is not exhaustive, they 
provide bottom-line business reasons, which 
all aim to reduce carbon emissions from the 
built environment and improve environmental 
performance.

The Energy Performance of Buildings • 
Directive (EPBD), has led to the amendment 
of the UK Building Regulations (2006), which 
will require all new commercial buildings to 
produce 27% less carbon than previously 
allowed.  Further changes to the Building 
Regulations are planned.
The EPBD has also led to the requirement • 
for Energy Performance Certificates.  These 
will be based on the energy efficiency of a 
building and will be required when buildings 
are sold, let or renovated.
Reports from Government and the Royal • 
Institute of Chartered Surveyors suggest 
that Green Buildings will be of greater value. 
Better performing buildings may provide 
better value for the tenant in terms of the 
rent, whilst offering more flexible leases.
Compulsory carbon trading may be • 
introduced by the Government.  This is 
likely to affect larger occupiers and property 
owners which use greater than 6,000MW 
electricity per annum.

This Good Practice Guide aims to encourage 
landlords and tenants to consider a more sustainable 
approach, helping both parties to address these 
issues through the commercial lease agreement.
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Incorporating Environmental Best Practice into Commercial 
Tenant Lease Agreements:

Good Practice Guide – Part 2

Introduction

The overall aim of the Good Practice Guide, 
Incorporating Environmental Best Practice into 
the Commercial Sector, is to help landlords and 
tenants of commercial buildings to incorporate a 
sustainable method of meeting the requirements 
of environmental legislation.  This will involve them 
reducing resource consumption while improving the 
environmental performance and energy efficiency 
of their organisation and their building.

The Good Practice Guide is divided into two 
parts.  Part 1 [1] provides model lease clauses and 
recommendations.  These can be discussed and 
incorporated into commercial lease agreements at 
lease negotiation stages.  It also highlights where 
adoption of model lease clauses help to meet 

the requirements set by relevant environmental 
legislation within the UK. 

This document, Part 2, is divided into Section A 
and Section B.  Section A provides explanatory 
notes about the environmental legislation relating 
to the operation and management of a building.  
Section B provides explanatory notes on the 
research undertaken by the Centre for Research 
in the Built Environment (working in partnership 
with King Sturge, Eversheds, RICS Foundation and 
the Environment Agency Wales). The model lease 
clauses and recommendations provided in Part 1 
were derived from this research.

Part 2 should be read in conjunction with Part 1.
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Section A
Legislation – the driving force behind effective environmental management 
and operation of a building

Legislation overview
The Kyoto Protocol became international law on 16th February 2004 [2].  This committed the European 
Union to cutting their emissions of 6 greenhouse gases (including carbon dioxide) by 8% below 1990 levels by 
2012 [2].  The residential and service sectors currently account for 40% of total energy use and are expanding 
[3].  This energy use is mainly related to buildings, and has increasingly become an area of concern.  As a 
result, more stringent legislation is being introduced and enforced as part of a major drive to reduce green 
house gas emissions from buildings.

Legislation is being used to improve building management and operation.  The following summarises some 
of the key legislative drivers that have been introduced into the EU and the UK.  The figures provided in 
brackets in bold italics refer directly to the clauses, as provided in Part 1 of this Good Practice Guide.

The Energy Performance of Buildings Directive (EPBD) 2002 [3]
With Climate Change being a key topic on Agendas all around the world, Europe has a major role to play.  
The EPBD sets obligations and requirements for all Member States to introduce legislation and regulations 
to enforce these requirements.  Many of the forthcoming requirements will have direct relevance to the 
commercial sector:

Article 4 - sets minimum energy performance • 
requirements for buildings (both new and 
existing).
Article 5 – ensures consideration of alternative • 
systems in new buildings with a total useful 
floor area over 1000 m2 (Article 5).  The 
alternative systems mentioned specifically 
are:

decentralised energy supply systems  =
based on renewable energy
combined heat and power systems =
district or block heating or cooling =
heat pumps =

Article 6 – ensures renovation of existing • 
buildings over 1000m2 includes upgrading 
to meet the minimum energy requirements 
as long as this is technically, functionally and 
economically feasible.
Article 7 – requires the provision/display of • 
energy performance certificates.  Certificates 
will be:

made available to the owner when  =
the building is constructed, 
made available by the owner to the  =
prospective buyer if the building is 
being sold,
made available by the owner to the  =
prospective tenant if the building is 
being rented out
displayed prominently for buildings  =

with a total useful floor area over 
1000m2

 which are occupied by public 
authorities and institutions providing 
public services to a large number of 
persons and frequently visited by 
these persons.

Article 8 – requires regular inspection of • 
boilers fired by non-renewable liquid or solid 
fuel.  This can be implemented through: 

a regime of inspections:  =
boilers with an effective  ≡
rated output of 20-100 kW: 
regular inspection.  
boilers with an effective  ≡
rated output greater than 20 
kW which are older than 15 
years: one-off inspection for 
whole heating installation
boilers with an effective rated  ≡
output greater than 100 kW: 
inspected every 2 years (4 
years for gas boilers).

Or the provision of advice to users  =
on the modifications to the heating 
system and on alternative heating 
systems with non-compulsory 
inspections.  If this option is taken 
the Member State has to submit a 
report every two years to show it 
has an equivalent result to the regime 
of inspections.
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Adding energy monitoring is one of the possible consequential improvements specified by the Building 
Regulations.  Compliance with this requirement can be demonstrated by showing the availability of 
metering and monitoring data in the information pack / tenant handbook (1.1).

Alterations to the building must be carried out in compliance with the building regulations.  This 
means that alterations cannot be carried out which then cause a non-compliance with the building 
regulations.  Neither is it acceptable for alterations to exacerbate an existing non-compliance with the 
building regulations (9.1, 9.4 and 11.1). 

As well as the specific requirements, the EPBD states its overall objective.  This is to promote the 
improvement of the energy performance of buildings within the Community.  Developing and including 
an Energy or Environmental Policy in the information pack shows commitment to this aim (1.1 and 
1.4).  As does encouraging tenants to consider and discuss energy related topics (10.1 and 10.2).

Article 9 – requires regular inspection of air-• 
conditioning systems with an effective rated 
output of more than 12kW.
Article 10 – requires the independent • 
certification of buildings, boilers and 

The Building Regulations (Non-Dwellings) – Part L 2006 [4, 5]

In the UK, amendments to the Building Regulations have been used to transpose articles 4, 5 and 6 of the 
EPBD.  This amendment requires all new non dwelling buildings to produce 27% less carbon than previously 
allowed.  It also requires improved energy efficiency of renovated buildings.  Commercial buildings are 
covered by guidance documents L2A [4] and L2B [5], which relate to new build and existing buildings 
respectively.

The following provides an explanation of the recommendations set in the Building Regulations – Part L2:

air conditioning systems and drafting of 
recommendations to be carried out by 
qualified and / or accredited experts.
Article 15 – requires these items to be complied • 
with through local legislation by 4/1/06.

L2A introduces the methodology of • 
calculation of the energy performance of 
the building and relates it to the Target 
carbon dioxide Emission Rate.  It also 
defines the limits on design flexibility as 
related to aspects of the building.

L2B introduces the concept of • 
“Consequential Improvements”.  This 
requires improvements to the energy 
efficiency of a building (area > 1000m2) to 
be carried out if the following alterations 
are being carried out:

An extension =
The initial provision of fixed building  =
services
The installed capacity of fixed  =
building services being increased.

Consequential improvements should be • 
carried out to at least 10% of the value 
of the principal works.  The following 

improvements are considered viable if they 
have a payback of less than 15 years:

upgrading heating, cooling and air- =
handling systems which are more 
than 15 years old
upgrading lighting systems that don’t  =
meet the required lamp efficacy
installing energy metering =
upgrading thermal elements and  =
windows which don’t meet expected 
thermal insulation levels.  
Increasing on-site low and zero  =
carbon energy generating systems 
(although the required payback 
period is reduced to 7 years for 
these items) 

L2B also includes a list of controlled services • 
and fittings.  If these are being altered / 
replaced, they should meet the standards 
indicated in the guidance.
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The Energy Performance of Buildings (Certificates and Inspections)  (England and 
Wales) Regulations 2007 [6]  

Articles 7, 9 and 10 of the EPBD have been implemented through the Energy Performance of Buildings 
(Certificates and Inspections) (England and Wales) Regulations 2007.  This will ultimately increase pressure 
on all building owners and occupiers to improve energy efficiency.  

The following provides an explanation of the recommendations set in the Energy Performance 
of Building Regulations.

The building Energy Performance Certificate • 
(EPC) must show the “asset rating”.  The 
asset rating will express the energy efficiency 
and environmental impact of the building in 
terms of carbon dioxide emissions.  This will 
generally be expressed on an A-G scale.  The 
asset rating is calculated using the method 
published by the Department of Communities 
and Local Government [7].  An EPC is required 
for every building which is built, sold or let, 
and should be available to prospective buyers / 
renters.  These certificates will be valid for 10 
years.  This requirement will hold for:

the sale or rent of all buildings other  =
than dwellings with a floor area over 
500m2  from 06/04/2008.
the construction of all non dwellings  =
from 06/04/2008
the sale or rent of all remaining  =
buildings other than dwellings from 
01/10/2008

The Display Energy Certificate (DEC) shows • 
an “operational rating”.  This will be derived 
from meter readings which shows the energy 
consumed during the occupation of the 
building over a 12 month period.  A DEC is 
required for every building with a useful floor 
area over 1000m2 where the owner is a public 
authority or an institution which provides 
public services to a large number of persons 
and is frequently visited by those persons.  
These criteria would include Government 
Departments or Agencies,  museums and, 
swimming pools but not hotels or retail 
outlets.  The certificate must be displayed 
prominently and be clearly visible to members 
of the public.  These certificates will be valid 
for 12 months and must be replaced annually.  
The operational rating does not have to be 
included on the DEC during the occupier’s 

first 15 months of occupation.  In addition 
to the DEC, an advisory report containing 
recommendations for improving the energy 
performance of the building is required.  This 
requirement will hold for all public buildings 
from 06/04/2008

Any air conditioning systems in a building which • 
have a collective cooling capacity larger than 
12kW must be inspected at regular intervals.  
This should be done by an accredited energy 
assessor at intervals not exceeding 5 years.  

First inspection of all existing systems  =
over 250kW must have occurred by 
04/01/2009
First inspection of all remaining systems  =
over 12kW must have occurred by 
04/01/2011

Energy assessors who produce EPCs or DECs • 
or inspect air conditioning systems must be 
members of an accreditation scheme approved 
by the secretary of state.
A register of EPCs, DECs and related • 
recommendation / advisory reports will be 
maintained by the Secretary of State.  The 
regulations will be enforced by the local 
weights and measures authorities.  The penalty 
for breaches are:

Sale or rent of dwelling: £200 =
Sale or rent of commercial building:  =
£500 - £5000
Failing to display a DEC: £500 =
Failing to obtain an advisory report:  =
£1000
Failing to have an air conditioning  =
system inspected: £300

In the UK, Article 8 of the EPBD is being implemented 
by providing advice and information in relation to the 
energy performance of boilers and heating systems. 

The requirement that the landlord provide copies of the EPC to prospective and actual tenants can be 
met by including it in the information pack / tenant handbook (1.1).

The Energy Performance of Buildings Regulations requires that air conditioning equipment on a system 
over 12kW must be inspected, this may require access to tenant areas.  In addition it would be good 
practice to assess the energy efficiency of other equipment (1.2 and 7.2).
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The Environmental Protection (Duty of Care) Regulations 1991

The following provides an explanation of the recommendations set in 10.2 of Part 1.
The Duty of Care Regulations are set out in section 34 of the Environmental Protection Act 1990.  They 
apply to anyone who is the holder of controlled waste.  “Controlled waste” means any waste generated 
from the domestic, commercial or industrial sectors.  Anyone who imports, keeps, carries, disposes or acts 
as a broker on behalf of other people, is classified under the Regulations as a “holder” of waste.  The holder 
of waste must take all reasonable steps to ensure the waste is contained, stored and handled correctly, 
preventing any leaking or littering into the environment.  The holder of waste must also ensure that the 
waste is transferred to an appropriately authorised carrier for recycling or disposal and must know the 
destination of the controlled waste.  Under the Duty of Care Regulations, records of the nature and volumes 
of waste must be produced and kept by the waste producer.  This information must also be transferred to 
the authorised carrier of the waste by way of Transfer Notes. 

Possible Future Legislation
A future revised version of the EPBD would • 
require mandatory compliance with standards 
that are currently voluntary.  A revised EPBD 
may also require the energy performance of 
small buildings to be improved when they 
are renovated (currently this only applies to 
buildings of more than 1000m2) [8].

Meeting the Energy Challenge – A White • 
Paper on Energy 2007 [9]

Large non-intensive public and private  =
sector organisations account for 10% 
of the UK’s emissions.  A Carbon 
Reduction Commitment will apply to 
the largest organisations in this sector 
(those with mandatory half hourly 
metered electricity consumption 
greater than 6000MWh per year).  
This will involve a mandatory cap 
and trade scheme.  This could be 
implemented using powers to set up 
new carbon trading schemes through 
the proposed climate change bill [10].

There will be a consultation in 2007  =
on the requirement to display Energy 
Performance Certificates in business 
premises in England and Wales.

Where landlords provide waste disposal services on behalf of tenants, the volume and nature of waste 
needs to be recorded.  The keeping of accurate records will be easier and more compliant if tenants 
are asked to provide such information (for example on a monthly basis).  Implementing this type of 
record keeping will also help the tenant become more aware of their waste disposal needs.  They will 
then be able to identify when they are disposing of waste which needs special treatment (e.g. batteries 
or paint pots).  (10.2).  

The landlord can establish the obligations and responsibilities for both parties as they relate to “The 
Environmental Protection (Duty of Care) Regulations.  This can be done by informing tenants about 
waste recycling schemes, waste disposal facilities and permitted disposal routes for liquid wastes 
(10.2).
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Section B
Research – the real case for effective environmental management and 
operation of buildings
1 Research overview
Between 2000 and 2006, extensive research was undertaken by CRiBE to identify opportunities for improving 
the environmental performance of the commercial sector.  This work was carried out with organisations and 
businesses within the commercial sector of South Wales.

Between 2000 and 2002 the work identified that the commercial sector comprised many tenant organisations 
residing in rented accommodation, often in multi-tenanted buildings.  Many common cost-effective 
opportunities were identified for improving environmental performance and energy efficiency.  However, 
the implementation was restricted by uncertainties relating to the distribution of responsibility between 
tenant and landlord.  Coupled with this, financial benefits to either party were undefined.  At the end of 
2002, it was found that the standard commercial lease agreement is often considered a systemic barrier to 
environmental improvement and resource efficiency within the commercial built environment.  This was 
particularly evident in multi-tenanted buildings.  In summary, the work suggested the following 3 key reasons 
behind this:

Commercial lease agreements did • 
not encourage (and in some instances 
discouraged) tenants from making 
environmental improvements
Payment structures inhibited tenants from • 
making improvements and made it difficult 
for landlords to justify investments
Lack of communication, particularly relating • 
to best practice, between the tenant, the 
landlord and other tenants within shared 
buildings.

Further funding enabled the work to progress 
and focus on opportunities with shared benefits 
(financial and environmental) for landlords and 
tenants.  As illustrated in Table 1, the five buildings 
selected for the work encompassed a range of 
buildings:

ranging in age from 2 to 33 years old• 
ranging from single occupancy through to 18 • 
tenants 
and ranging from cellular naturally ventilated • 
office (Type 1) through to open plan, 
prestigious air-conditioned office (Type 4).

Bespoke support and training was provided 
to the cluster group for each building.  This 
encouraged them to work together to identify 
feasible opportunities for environmental 
improvements. They were also encouraged to 
integrate environmental management and energy 
efficient techniques into day to day management 
and operation within the building.  In 2003 work 
commenced to examine the commercial lease 
agreements with landlords to identify where the 
feasible opportunities could be incorporated.

Table 1 Details of Buildings and Participants

Building A Building B Buildings C & D Building E

Landlord 
Company

Associated 
British Ports 
/ Norwich 

Union

Danmerc 
Property 

Management 
(agent)

Welsh Development 
Agency

Aberdeen Asset 
Management

Property 
Manager Caxton Facilities Management King Sturge

Age of 
Building 6 years 6 years 12 years 8 and 2 years 

(2 phases) 33 years

No of tenant 
companies 3 1 5 8 18

Type of 
Building * 4 3 2 1 3

* Type of office building – source DETR Energy Consumption Guide 19 – Energy use in Offices



Centre for Research in the Built Environment

7

Working with King Sturge, Eversheds and 
the Environment Agency Wales, the feasible 
opportunities identified were examined with 
support from a variety of landlords, the British 
Property Federation, Prudential Investment 
Management and the Royal Institute of Chartered 
Surveyors.  A set of model lease clauses and 
recommendations were formulated from this 
consultation process and used for the development 
of Part 1 of this Good Practice Guide.  

2 Relevance of the research to Good 
Practice Guide – Part 1
The following provides the findings, observations, 
feedback and suggestions developed from the 
research undertaken as described in Section B 
(1) above.  The figures provided in brackets in 
bold italics refer directly to the clauses and 
recommendations, as provided in Part 1 of this 
Good Practice Guide

Information (1.1 and 1.2)
Feedback from the research suggested that 
the selection criteria used by tenants for office 
premises included environmental issues as well as 
the more important issues of cost, location, size 
and suitability for purpose.  However, as more 
stringent environmental legislation is introduced, 
tenants are increasingly becoming more aware of 
the need to consider environmental and energy 
issues in their selection criteria.  This is evident in 
the increased uptake of environmental accreditation 
schemes, such as ISO14001, which add a recognised 
competitive edge to any business.  

The cluster groups discussed the concept of 
Information Packs relating to the premises which 
give due regard to environmental issues.  Information 
considered useful for tenants included: 

Details of energy efficient facilities  =
and equipment installed or planned 
for the forthcoming year, 
HVAC efficiency and operating  =
parameters, 
Monitoring schedules,  =
Maintenance schedules,  =
Availability of metered information  =
Availability of recycling facilities  =
available for waste.

Tenants in a multi-let building identified the need 
for more control over the monitoring of their 
resource consumption.  Where rented premises 
do not provide individual sub-meters, the tenants 
had requested that they be installed.  Where sub-

metering was not possible, they requested that 
the bill calculation method be made available to 
them.  Landlords specified that if sub-metering 
was implemented, information regarding actual 
consumption and other such records would be 
required from the tenants to assess the overall 
energy performance of the building.

Environmental Credentials (1.3)
Research suggested that companies which have 
adopted Environmental Management Systems 
(EMS), either formally or informally, are more 
aware of the impact of their business activities on 
the environment.  An EMS requires an organisation 
to formally monitor resource consumption and 
to review improvement plans on a regular basis.  
When a landlord is considering prospective tenants, 
he should acknowledge that a company with an 
EMS will assist with the reduction in the landlord’s 
environmental risks and liabilities.

Environmental Policies (1.4, 8.1 and 8.2)
Research showed that landlords considered the 
development and marketing of an environmental 
policy for the building as a positive approach, 
encouraging improved performance.  It was also 
agreed that tenants and sub-tenants (assignees) 
should be encouraged to adopt any such policy.  An 
Environmental Policy for the building demonstrates 
commitment to employ more efficient management 
techniques within the building, where reasonably 
practical.  The Environmental Policy can be displayed 
in a prominent place and can be set out in the 
information pack or tenant handbook.  It can also 
be discussed with tenants at negotiation stages.

Environmental Assessment (1.5, 1.6, 1.7  
and 2.1)
Questionnaires used within the research suggest 
that:

in general, landlords of buildings do • 
not undertake surveys to ascertain the 
environmental / energy performance of 
their building.  However, landlords are aware 
of their environmental obligations and are 
increasingly aware of the implications of the 
EPBD.  
Tenants within multi-tenanted buildings have • 
generally not investigated opportunities 
to improve energy and environmental 
performance through the lease contract.  
This is partly due to the fact that control of 
energy supply and base load consumption is 
largely beyond their rented areas.  
The tenants are generally not kept informed • 
of ongoing or planned initiatives relating to 
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the energy performance or efficiency of the 
rented and common parts.
Landlords require consultants to ascertain • 
the efficiency of operation together with 
any alterations or replacement equipment 
required.  They also need consultants to help 
them develop realistic environmental targets.  
These actions and targets are usually relayed 
to maintenance contractors who undertake 
work according to landlord instructions.  
It is therefore recommended that setting 
environmental targets for the building 
should involve third party contractors and 
consultants.  The resulting targets and action 
plan should be communicated to tenants.

Support from the Carbon Trust identified 
opportunities for the implementation of landlord and 
tenant monitoring schemes.  Towards the end of the 
research almost 50% of the tenants involved in the 
project had commenced monitoring programmes 
with support from the landlord, property manager 
and/or third party contractor.  These programmes 
initially commenced on a monthly programme but 
18% of the tenants went further and established 
weekly monitoring programmes.  The tenants 
with monitoring programmes were able to set 
preliminary energy reduction targets for their own 
rented areas.  Through discussions with property 
managers and landlords, they were also able to set 
preliminary energy reduction targets for the whole 
building.  Reductions in other resource use could 
similarly be established.

Environmental support helped tenants identify 
potential opportunities for reducing resource 
consumption within rented areas and assisted them 
in meeting the requirements of environmental 
legislation.  However, in a multi – let building 
the tenants found that they were unable to set 
realistic reduction targets without sufficient 

monitoring support from the landlord or third 
party contractor.  Where utilities (e.g. heating, 
lighting, water use, waste disposal) are charged 
proportionally, tenants are reluctant to procure 
more efficient equipment for rented areas without 
support from the Landlord.  This is because there 
is no direct financial gain for the tenant who has 
to make a high capital outlay.  Professional advice 
from environmental consultants is generally 
therefore required to help owners and tenants to 
identify feasible, cost-effective opportunities for 
environmental improvement and reduced resource 
consumption.

Financial matters (3.1, 6.1 and 15.1)
Surveys undertaken suggested that elements 
covered by the service charge are often not 
considered as a high priority during selection of 
office premises.  However, it was agreed that where 
existing tenants undertake good environmental 
practice resulting in reduced resource consumption 
within their rented areas, the landlord should give 
due consideration to this.  The landlord could allow 
adjustments in payments to reward such tenants.  
This would also encourage other tenants to adopt 
similar practices.

Leases and investments (4.1)
Incorporating resource and environmental best 
practice into existing long-term lease contracts with 
no break-clauses is extremely difficult.  This is due 
to the costs involved and the need to consult and 
agree with guarantors.  The research indicated that 
shorter leases are becoming more favourable but 
these also have issues.  Where leases are shorter 
than 5 years, larger capital investments undertaken 
by the tenant for more efficient equipment are 
less likely to be arranged.  Feedback suggests that 
such investments are more likely to be made if they 
are considered at negotiation stages.  The Carbon 
Trust promotes financial schemes such as low or no 
interest loans, and the Enhanced Capital Allowance.  
Including information on such schemes within the 
Information Pack provided by the landlord would 
help tenants to decide and negotiate schemes with 
the landlord.

Maintenance and repairs (7.1, 7.2 and 13.1)
Tenants participating in the research indicated that 
inclusion of information relating to maintenance 
schedules for operating plant and services within 
information packs or tenant handbooks would 
be beneficial.  At present, generally details are 
presented to tenants in the form of a reconciliation 
document at the end of the year.  However, such 
reports do not include information regarding 
efficiency of operation or work undertaken 
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to improve efficiency of operation.  Landlords 
participating in the work were willing to provide 
more information on service schedules through 
the provision of a planned schedule as well as a 
reconciliation document at the end of the year. 

The landlord may serve a notice to the tenant 
at or near the end of the tenancy agreement 
requiring repairs to be undertaken.  These repairs 
may be listed under a schedule of dilapidation.  
Termination of tenancy agreements was discussed 
with landlords.  Assessment of costs associated 
with the “schedule of dilapidation” are often very 
complex, particularly in multi-tenanted buildings 
where service charges cover maintenance and 
certain aspects of repair.  However, Energy 
Performance of Buildings Regulations requires the 
identification of equipment and facilities requiring 
improvement.  This may make it easier to assess 
repairs required relating to energy management, 
when tenancy agreements are nearing the end.

Consents for alterations and changes of use 
(9.1, 9.2, 9.3, 9.4 and 11.1)
It is common practice to refurbish rented areas 
through the installation or removal of partitioning 
walls. Landlords have identified that such changes 
can have significant detrimental effects on the 
airflow velocities and efficiency of their central 
HVAC systems, where installed.  This leads to, 
tenants installing additional HVAC systems in 
office areas.  This is an additional capital cost to 
the tenant, and further decreases the operational 
efficiency of the landlord’s HVAC system.  Control 
then becomes localised within the rented area at 
the discretion of the tenant and not the landlord.  
Additionally, installation of partitioning walls often 
neglects required changes to the configuration of 
light controls.  This results in uncontrolled energy 
consumption in unoccupied office areas.  Unless 
the tenant is proactive in employing energy efficient 
management, the above examples may have a 
detrimental effect on the overall environmental 
performance of the building. 

Tenants are more likely to install a small domestic 
facility where centralised domestic facilities are 
not provided.  This could include installation of 
partitioning walls, gas cookers or wall-mounted 
water heaters.  Where the tenant seeks consent for 
such work from the landlord, there should be due 
regard to the (improved) resource consumption 
of equipment.  Similarly the effect of the spatial 
alterations should be considered. 

During a lease agreement, consent may be required 
from the landlord to:

assign the lease• 
Grant sub-leases• 
Change the use of the property or premises• 
Make alterations• 
Display signs.• 

Whilst the effect on the landlord will vary, the lease 
agreement usually requires the tenant to cover the 
costs for the landlord to issue the consent.  This 
topic was discussed with landlords. They suggested 
that tenants should ensure there is minimal impact 
on the environmental performance or efficiency 
of operation within the building when they apply 
for consent.  This should be done by giving due 
consideration to the measures and steps that will 
be undertaken to carry out the change.  

Communication issues (10.1 and 10.2)
Through working in cluster Groups, the Research 
identified that whilst relationships between landlord 
and tenant are generally good, communication needs 
to be improved.  This is particularly relevant during 
rent reviews, variations in lease terms, planning 
applications, improvements, redevelopment or 
changes in the provision of services.  Tenants within 
shared buildings identified a benefit in improving 
communication between other tenants within the 
building, specifically relating to environmental and 
energy related initiatives.  Often good energy and 
environmental management goes unnoticed by 
other tenants, thus any initiatives implemented are 
perceived as having minimal impact.  

Most leases require tenants to place waste in 
receptacles or facilities provided by the landlord.  
They also require that tenants adhere to relevant 
legislation regarding the handling and storage of 
waste on the site.  Rarely are clauses included for 
the recycling or minimisation of waste or for the 
monitoring of waste types and volumes.  Under these 
circumstances the landlord could be potentially held 
responsible for hazardous items of waste released 
through drains and sinks or transferred to the waste 
contractor for disposal.  Without waste monitoring 
by both parties, the landlord is unable to accurately 
assess the volumes and nature of waste disposed.  
This is particularly important in multi-tenanted 
buildings.

Discussions with tenants in multi-tenanted buildings 
identified that tenants would like to undertake 
more recycling of waste.  Often the small volumes 
generated by individual tenants either meant a 
requirement for waste storage areas within rented 
areas or the tenant would face a charge from the 
waste contractor for collection of small volumes 
of waste.  
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3 Benefits achieved through the research
In addition to the development of model lease clauses and recommendations, an assessment was undertaken 
of the additional business,  environmental and financial benefits achieved through the project.  The following 
highlights some of the key achievements.

Staff awareness campaigns using posters and • 
bulletins were developed in all 5 buildings to 
ensure that staff and out of hour contractors 
were aware of resource consumption and 
environmental issues.
In Building E, variable speed drives for the • 
pumps were installed and power factor 
correction was implemented.  This was done 
with the permission of the landlord. 
Over the 5 Buildings, 46% of the tenant • 
companies set up monthly energy monitoring, 
and a further 18% set up weekly monitoring 
to identify opportunities to reduce energy 
consumption
Buildings A, B and E established switch off • 
campaigns ensuring that 1510 computers and 
monitors, 100 printers, 30 photocopiers, 16 
vending machines and 1 microwave were 
switched off overnight.  This provides an 
estimated power save of 187.3 kW for every 
hour the equipment was switched off.
In Buildings A, B, C and D energy monitoring • 
was undertaken overnight by the cluster 
groups working with facility managers to 
establish base loads and problem areas.  Each 
building obtained half hourly meter readings 
from the supplier and information is now 
available to tenants on request.
Buildings C, D and E have initiated regular • 
discussion groups for tenants and Building E 
has developed a web-site to keep existing 

and future tenants informed of building 
related issues.
Buildings C and D have installed PIR sensors • 
in corridors and toilets to reduce energy 
consumption in common areas.
Building E has incorporated an energy policy • 
and a requirement for contractors to adhere 
to energy efficient practices.  This has been 
built into third party builders and M&E 
handbooks.
Over the 5 buildings, 42% of the tenant • 
companies set energy consumption reduction 
targets of 5% per year, a further 8% of tenant 
companies set higher targets.
Building B - With consent from the landlord, • 
a Building Management System was installed 
to improve control and help monitoring.  
Approximately 750 desk-top PCs, 50 printers, 
14 photocopiers, 11 vending machines and 35 
fax machines were identified in the building.  
The tenant commenced monitoring on 
a weekly basis and identified items that 
were using electricity over and above base 
line.  They reduced energy consumption 
by 20.47kWh/m2 through implementation 
of energy efficient management and 
technologies within the building in one year.
Buildings C, D and E have established waste • 
monitoring schemes with tenants.  This has 
led to the introduction of collective waste 
recycling schemes amongst tenants.



Centre for Research in the Built Environment

11

References

Langley, A. and V. Stevenson, 1. Incorporating Environmental Best Practice into Commercial Tenant Lease 
Agreements: Good Practice Guide - Part 1. 2007, Cardiff: Welsh School of Architecture.

Kyoto protocol becomes legally binding on 16th February.2.  Energy World, 2005(325): p. 3.

European Parliament. 3. Directive 2002/91/EC of the European Parliament and of the council of 16 December 
2002 on the energy performance of buildings.  2002; Available from:  
http://www.diag.org.uk/pdf/EPD_Final.pdf.

The Building Regulations: L2A Conservation of Fuel and Power (New buildings other than dwellings)4. .  2006; 
Available from:  
http://www.planningportal.gov.uk/england/professionals/en/1115314231806.html.

The Building Regulations: L2B Conservation of Fuel and Power (Work in existing buildings that are not 5. 
dwellings).  2006; Available from: 
http://www.planningportal.gov.uk/england/professionals/en/1115314231799.html.

The Energy Performance of Buildings (Certificates and Inspections) (England and Wales) Regulations 2007 - 6. 
The Buildings Act 1984, H.M. Government. 2007, The Stationery Office.

Notice of Approval of the methodology of calculation of the energy performance of buildings in England and 7. 
Wales, DCLG. 2007.

Green Paper on energy efficiency or doing more with less8. , Comission of the European Communities. 2005.

Meeting the energy challenge - A white paper on energy9. , H.M. Government. 2007, The Stationery Office.

Draft Climate Change Bill10. , H.M. Government. 2007, The Stationery Office.

Photo Credits: Ian Knight, Janice Coyle and Paola Sassi.

Disclaimer

Cardiff University is a charitable foundation which is devoted to education and research, and which therefore, to the extent permitted by the 

Unfair Contract Terms Act 1977, imposes the following conditions on the supply of this report, and the following limits on the University’s 

liability.

1 No condition is made or to be implied nor is any warranty given or to be implied as to the quality, life or wear of any materials supplied, 

or that they will be suitable for any particular purpose or for use under any specific conditions.

2 The University and its staff accept no responsibility for any use which is made of advice or information which they give, of opinions which 

they express, or of materials, certificates or documents which they supply.

3 The University’s liability arising out of the supply and use of materials, certificates and documents, out of the giving of advice and 

information, and out of the expression of opinions, will not extend to any incidental or consequential damages or losses, including 

(without limitation) loss of profits.

4 In any event, the University’s maximum liability shall not exceed the return of whatever payments the University receives for the report 

or service in question.



Centre for Research in the Built Environment
Welsh School of Architecture at Cardiff University

Bute Building, King Edward VII Avenue
Cardiff 

CF10 3NB
Tel: 02920 875959

Fax: 02920 874623
URL: http://www.cardiff.ac.uk/archi/cribe/

Printed on 100% Post-Consumer Waste.


