Going Green
LEED Certification - Financial Trade-off and Benefits
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In line with ongoing sustainability activism and the leading
role that real estate can play in contributing to
environmental conservation, we are offering a series of
articles, in which we will be reviewing the importance of
greener orientation and sustainability in Real Estate, green
buildings, sustainable materials and practices, financial
benefits of eco-friendly buildings, and lastly we will be
touching upon greenness trends in Georgia to assess where
real estate stands in the country on the road to
sustainability.
In our previous article we explained the importance of
sustainability and green buildings, and introduced LEED
certification. We also explained how to get LEED
certificate, its assessment areas while also reviewing
sustainable building materials and two successful cases of
LEED certified buildings.
This article will showcase LEED from investors’
perspective. Even though going green incurs costs, they will
be offset by financial gains later on by endorsing a building
through LEED program. We will also emphasize that there
is other financial impetus for sustainability and going
green as eligibility for loan, grant or tax and other
structural incentives.

The series is published every week
and can be found at www.cushwake.ge
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Cost Premium

Cost premium for any given
project varies by factors such as
building characteristics, location
and certification level aimed at.
Certification level is determined
by the accumulated number of
credits, which are applied for
each fulfilled assessment
criterion. There are some basic
criteria that can easily get
scores without much cost
premium; others are harder to
meet. Higher level of
certification is naturally
associated with higher premium
as more criteria should be
fulfilled, higher scores gained,
and more funds expensed in
order to do so.
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In spite of all the fiscal and non-fiscal future benefits of this upfront
investment, the very fact of the additional cost seems to be the most
significant barrier for enterprises aiming for LEED certification. Investors
are driven primarily by the financial gains generated by their properties,
which should return an expected payback on investment within a reasonable
timeline. Fortunately, LEED certified buildings are documented to have
generated tangible, revenue-driven benefits of LEED
certification. Due to such benefits, as USGBC reports, the number of
LEED-certified homes have jumped by 19% since 2017.
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The Gains
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On the end-user side, LEED
attracts diverse groups of
customers and tenants. In terms of
LEED offices, recently, increased
focus on environmentally friendly
materials and sustainability
resulted in employees who are
more motivated than ever to work
for a company promoting a higher
standard of living both for
employees and also for the
community. USGBC reports that
90% of respondents like LEEDcertified offices, while 79% would
prefer to take a job in LEED-office
rather than non-LEED. USGBC
further claims that “in today’s
highly competitive job market, if
companies want to attract and
retain highly skilled employees,
they must demonstrate a
commitment to environmental,
human, and economic
sustainability”. Also, better
lighting in LEED-offices and
natural sunlight boosts overall
productivity and brings 27%
reduction in the incidence of
headaches, which in turn leads to
0.7% cost reduction in employee
health insurance - $70 per
employee annually.
These very tangible commercial
byproducts of being LEED certified
are an incentive enough for many
to seek an upgrade to a greener
standard. A thoroughly businessminded move, such a decision has
as a strong positive impact upon
public health and the environment,
and contributes to creation of a
more sustainable real estate
community.

Financial Benefits of LEED
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Rent
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Notably, in the US, LEED buildings also benefit from tax incentives, better loan conditions,
construction permits, reduced fees, and grants.
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Tax Incentives
in the USA
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Grants
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Loan
Incentives
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Interestingly, a solar panel array was installed on the roof of The Rio Tinto building of
Mechanical Engineering Department of the University of Utah, which provided an additional 5%
annual energy-cost savings for the building, gaining a LEED Gold certificate afterwards. This
new 34.2-kilowatt solar panel system was a $24-million-worth renovation, but The Revolving
Loan Fund had an incentive to provide the up-front costs for the project, enabling the team to
achieve enough credits for LEED Gold Certification. Following the project completion, the loan
will be paid back to the fund through savings from reduced energy costs to the university. The
loan will be paid in 8-15 years, but the university will be likely to benefit from those savings for
the remaining life of the equipment - usually 25 years

Structural
Incentives

Note:
While reviewing material gains of
LEED certification and financial
incentives that LEED properties are
eligible for, we should note that
conclusions are heavily drawn from US
real estate market data and the results
may be somewhat less applicable to
other markets.
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Looking Ahead:
Over time the global non-residential green buildings market is
expanding and so is the green home market. Our next article will
introduce energy efficient, ecological, affordable, and comfortable
construction concept - Passive House.
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