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In a newly released research, JLL interviewed 340 corporate 
sustainability professionals and found that green leases are a game 
changer for decarbonising real estate.  

#1: Green leases will be a catalyst 
to revolutionise landlord-tenant 
relationships

#2: Green leases are set to become 
an industry standard 

#3: Adoption of green leases is set 
to double by 2025 

#4: Legacy building 
infrastructure is a key barrier 
for green leases to overcome, 
making retrofitting vital
Legacy building infrastructure is one 
of the top three barriers cited, along 
with increased rental costs and 
complex administrative and legal 
processes.

Data sharing (72%), energy efficiency 
(70%) and waste management (65%) 
are the top clauses currently included 
in green leases.

#6: Future sustainability clauses aim to achieve more 
than just environmental ambitions
Local community engagement and uplift is highlighted as an 
aspiration to be achieved through future responsible leases. 

Eight in 10 agree 
that green leases are 
essential to ensure 
corporate occupiers and 
landlords cooperate on 
sustainability initiatives.

believe that green 
leases will replace 
conventional leases 
by 2025. 

65%

42% of corporates 
have adopted green 
leases and another 
43% plan to adopt 
them by 2025.

#5: Currently, the focus of green 
clauses is limited to the “E” of ESG

Green leases
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With more than 7,900 companies 
and 555 financial institutions 
signed up for the UN’s Race to Net 
Zero, real estate owners will soon 
have tenants and investors asking 
them for emissions reduction 
plans for their buildings. However, 
decarbonisation of the built 
environment requires a shift in 
mindset and significant financial 
commitments from landlords, 
investors, and occupiers. The 
magnitude of the challenge is 
such that solutions will require 
successful partnerships among all 
real estate stakeholders. 

A JLL survey of 340 sustainability 
professionals in Asia Pacific, 
which aims to understand 
whether green leases could be the 
answer to ensuring tenants work 
constructively with owners and 
investors on the transition to Net 
Zero carbon buildings, shows that 
there is room for optimism. 
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#1  
Green leases are a 
catalyst for building 
partnerships in real estate 

There is more than one shade of green 

Eight in 10 sustainability professionals in Asia Pacific believe that green leases are 
essential to ensure landlords and corporate occupiers cooperate on sustainability 
initiatives. A successful partnership will require an effective review of the asset 
involving a cost-benefit analysis to assess the feasibility of potential outcomes. There 
also needs to be willingness from both parties to share costs.

A GREEN LEASE is an agreement between landlord and tenant which sets out 
environmental objectives on how the building is to be improved, managed and/or 
occupied in a sustainable manner.

Light Green:   
Mostly aspirational provisions 
with nothing binding on the 
landlord or the tenant

Medium Green:  
Includes specific targets 
and development of an 
environmental action plan 
for monitoring purposes but 
without legal enforcement if 
targets are not met

Dark Green:  
Includes obligations and targets 
which become legally binding, 
with a breach potentially 
resulting in financial  
penalties  
for either party
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#2 
Green leases are a means  
of mutual value creation 
for landlords and occupiers 
65% of those interviewed in our research believe that green leases would replace 
conventional leases by 2025. This optimism relies in part on green certifications and green 
buildings becoming a market standard in the race to net zero. Green accreditation is relevant 
for all building owners and investors because they attract higher rentals and valuations. These 
futureproofed assets need to be managed and operated in a sustainable manner and green 
leases ensure owner and occupier alignment on this. 

One of the biggest value drivers for the adoption and execution of green leases is reducing 
building energy and its associated carbon emissions. According to JLL estimates, approximately 
50% to 65% of a building’s energy is used by tenants. For energy efficiencies to be achieved, 
the owners have a high incentive to talk to the tenants and agree on building performance 
standards. Green leases focus on reducing overall energy consumption and this translates to 
overall cost savings, making the green movement ideal for both landlords and tenants alike. 
Our research found that 72% of organisations sign a green lease to save costs by achieving 
energy efficiency, while 60% do so to accelerate their net zero carbon ambitions. 

Achieve savings through 
energy efficiency

Comply with organisation’s 
sustainability targets

Improve the working environment 
and promote employee wellbeing

Enhance our corporate  
brand image

Accelerate our Net Zero  
carbon ambitions

Motivation to sign green lease 

72%

67%

62%

62%

60%
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Value drivers for landlords and occupiers  
to sign a green lease 

Landlord value drivers Occupier value drivers

Reduced carbon emissions 

Reduced waste 

Lower operating costs 

Improved occupancy rates

Increased tenant satisfaction 

Reduced financing costs

Increased rentals 

Enhanced asset value

Increased productivity

Improve wellbeing

Improve engagement and 
collaboration
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#3 
The state of green leases in 
Asia Pacific 
Currently, 42% of corporates say that they have already signed a lease incorporating 
green clauses. With the corresponding figure last year at 40%, we have not seen a 
significant improvement in the adoption of green leases, even though the importance and 
transformational value of adding green clauses to a leasing arrangement is recognised widely. 

The nature of prevalent commercial leasing in real estate has previously imposed barriers 
through strict obligations, inflexibility to change, and fostering a short-term rather than long-
term view of the value that can be achieved through real estate. This has given rise to the 
typical barriers that are highlighted by the commercial real estate community and sustainability 
professionals as the reason to shy away from green leases. The top three barriers are increased 
costs, limited availability of qualified properties, and a complex administrative and legal 
process. 

42% 43%

40% 40%

Signed green 
lease 

Plan to sign 
by 2025 

May 2021

June 2022 June 2022

May 2021

Adoption of green leases in APAC 



Increased rental 
costs for occupiers 
and uncompetitive 

first costs for 
landlords 

Limited 
availability 
of qualified 
properties 

Complex 
administrative 

and legal 
process

Challenge of 
implementing 
green clauses 

in a short-term 
lease 

Lack of 
available data 

on building 
performance

01 02 03 04 05
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Sustainability professionals highlight several barriers to wider adoption of green leases in  
Asia Pacific: 

The cost barrier often leads to discussions on split incentives, where landlords are sometimes 
unwilling to cover upfront costs if the tenants alone benefit from the improvements or if tenants 
are not able to make modifications to the leased space due to the constraints of the leases. The 
business case for “going green” needs to be articulated more convincingly to all stakeholders 
of the built environment so that the issue of costs can be addressed within the context of the 
long-term benefits and future proofing of assets. The hope is that green leases would be able to 
overcome these barriers by uniting the landlords and tenants on shared sustainability goals and 
improving human value through real estate. 

When it comes to the future adoption of green leases, we find that 43% mentioned that their 
organisations intend to sign a green lease by 2025, either as part of the renewal process or 
as a new lease. This implies that demand for assets that can meet sustainability criteria may 
outpace supply. 

Buildings that wish to avoid incurring a “brown discount” moving forward will have to undertake 
deep building retrofits to significantly reduce the building’s energy needs. These modifications 
will require capital investments, leading owners to explore different financing mechanisms 
and some may include the tenants in this process. Tenants occupying highly efficient buildings 
may benefit from having a predictable ongoing (but premium) leasing rate, while occupants of 
buildings on a path requiring deep building retrofits may become partners  
in financing such initiatives through the green leases that they sign.  
All parties stand to benefit from such partnerships.
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#4 
From green leases to 
responsible leases
JLL research shows that data sharing, transparency, energy efficiency and waste management 
have been the most adopted themes for green leases, making them focused only on the “E” of 
environmental, social & governance (ESG). 

Sharing of data on energy, 
water and waste 72%

Adopting and achieveing 
building performance goals 70%

Joint commitment to energy-efficient 
fit-outs like lighting and sensors 70%

Commitment to renewable 
energy procurement 68%

Waste management and 
recycling obligations 65%

Submetering to track 
energy usage 62%

Clauses included in current green leases 
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However, true responsibility goes beyond just environmental sustainability. As the world 
emerges from the pandemic, competition for talent and changes in how and where we want 
to live and work have increased the importance of creating healthy spaces for inhabitants, and 
inclusive places for thriving communities. Leasing decisions need to deliver positive social 
impact and good governance. In the future, we foresee more corporates asking for social and 
governance clauses to be made part of commercial leasing agreements, thus broadening the 
scope of green leases to responsible leases. 

Supporting economic 
development of local 
communities 

Clauses planned for inclusion upon lease renewal 

Regularly engaging  
with local communities 37%

Data sharing and 
transparency 38%

Mandatory collaboration  
and communication to  
ensure ESG performance 

38%

Emissions reduction/
Electrification strategy 39%

Air Quality standards  
and monitoring 40%

Lowering energy use 
(renewables or offsets)  41%

Carbon and/or  
energy targets 42%

Reduce embodied  
carbon fitouts 44%

38%

Inclusive design  
principles 38%
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A green lease that incorporates social impact actions and good governance practices is a 
responsible lease that fully reflects wider ESG objectives. 

Responsible leasing can unlock both short and long-term benefits for occupiers and owners, 
creating a framework for collaboration that can drive sustainable value creation and help both 
parties achieve mutual goals.

Good Governance  
Clauses 

Green Lease 
Clauses 

Social Impact  
Clauses 

Responsible  
Lease
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Key themes for responsible leases

Environmental clauses

Energy 
Reduce energy demand, drive 
uptake of renewables

Metering 
Install sub-metering for water & 
energy

Waste 
Reduce everyday waste & 
sustainable management of waste 
from fit-outs

Data Sharing 
Share environmental  sustainability 
data

Water 
Reduce water consumption 

Building Materials 
Ensure fit-out material is sustainably 
sourced & recycled

Rights to do Works 
Ensure alterations do not negatively 
impact building performance

Building Management and 
Communication 
Information on building 
performance is shared

Maintain Certifications 
Maintain performance criteria 
standards

Transport 
Promote  & facilitate sustainable  
modes of transport

Biodiversity 
To protect, manage & enhance 
biodiversity

D&I policy 
Have key Diversity, Equity and 
Inclusion policies and practices

Supply Chains 
Ensure suppliers meet DEI criteria & 
treat their employees fairly

Health & Wellbeing 
Contribute to the physical and 
mental wellness of users

Local Community 
Stakeholders invest in community 
building

Maintain Certifications 
To maintain performance criteria as 
required by building certifications

Social impact and Governance clauses 
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#5 
A call to action 
Landlords
Make your assets green lease ready  
Tenants and investors are increasingly becoming environmentally 
conscious and will look for landlords that are aligned on the ESG 
agenda

Recognise sustainability improvements as long-term 
investments 
Sustainability improvements to the property will ultimately translate 
to asset value enhancement and rental premium 

Begin with building performance benchmarking  
Understand how your asset consumes energy and water to define 
new building performance standards for green clauses  

Recognise that it is about more than just electricity 
Include clauses to cover energy, water, and waste to help achieve 
carbon emission reductions across building operations

Look beyond environment clauses  
Find collaborative ways of agreeing and delivering more sustainable 
outcomes and value from the built environment 

Occupiers
Engage tenant representatives who believe in the power of 
green  
With ears on the ground, they would be best placed to find landlords 
and assets which are aligned to sustainability ambitions

Include sustainability champions early on in leasing  
Make them part of the leasing process early on to ensure their 
contributions are an enabler of ongoing collaboration 

Deliver more than net zero carbon through real estate  
Integrate environmental and social goals into your portfolio  
priorities to improve human value through real estate 

Standardise your minimum responsible clauses  
Identify and standardise clauses for implementation across your real 
estate portfolio, but don’t be limited by them

Get your legal team upskilled to support green clauses  
Have a legal team that will strive to incorporate responsible clauses 
in leases
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