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IT’S 
COmmITmENT 
TImE, BUT 
IS THIS THE 
RIGHT PLACE 
fOR yOU?

When it comes to offices, you need 
to get a few “kerching” points on 
the board first… then talk.

By Lynne Blundell

Lease renewal time – the mere 
words can strike terror into the 
heart of even the hardiest business 
manager. It can be disruptive 
and stressful for businesses to 
renegotiate a lease. But it is also a 
major opportunity to assess how 
well the current building is meeting 
a business’s needs. Is it holding 
the business back because of 
poor fitout, outdated technology, 
high energy use and an unhealthy 
indoor environment? If so, can 
these issues be negotiated with the 
landlord or is it time to relocate?

This is also a time for landlords to 
take a good look at how well their 
buildings are performing.

There is ample evidence that 
energy-efficient buildings with 
a high indoor environmental 
quality have significant cost and 
productivity benefits for tenants. In 
addition to the cost savings from 
higher energy efficiency, numerous 
studies1 have shown that staff 
wellbeing and productivity rises 
substantially following sustainable 
upgrades of buildings. 

As we pointed out in the first 
chapter, companies such as GPT 
and Macquarie Bank estimate that 
perceived productivity of staff rose by 
15 per cent following environmental 
upgrades of their offices.

Global evidence is also mounting. 
The World Green Building Council’s 
recent report, The Business Case 
for Green Building: A Review of the 
Costs and Benefits for Developers, 
Investors and Occupants, includes 
case studies from around the 
world that clearly demonstrate the 
financial and productivity benefits 
of building upgrades for both 
tenants and landlords.

1 Brookfield Multiplex, (2011). Corporate Profile; Sustainability Victoria, the Kador Group, (2008). Employee productivity in a sustainable building: Pre- and post-

occupancy studies in 500 Collins Street; Green Building Council of Australia. (2012, Mar 29). Trevor Pearcey House; Umow Lai. (n.d.). Melbourne office tenancy case 

study; The GPT Group. (2012, Jul 26). 6 Star Green Star fit out and a zero carbon office for GPT in central Sydney’s MLC centre. Announcements & media releases; 

CETEC post occupancy survey of LGS properties; Macquarie Group – post occupancy survey of One Shelley Street by University of Technology, Sydney and the 

University of NSW.

CHAPTER TWO: 
Should I stay or should I go?2NAB House, 255 George Street, Sydney

http://www.worldgbc.org/activities/business-case/case-studies
http://www.worldgbc.org/activities/business-case/case-studies
http://www.worldgbc.org/activities/business-case/case-studies
http://www.worldgbc.org/activities/business-case/case-studies
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TENANTS ARE 
DEmANDING 
BETTER 
BUILDINGS

Commonwealth Bank, Darling Quarter, Sydney

 

In New York, Ernst & Young 
replaced old lights on 32 floors 
with LED, or light-emitting 
diode, technology and installed 
occupancy sensors and controls to 
manage lighting use. Not only did 
it save the company almost US$1 
million each year – cutting previous 
lighting energy and maintenance 
costs in half – it dramatically 
improved the quality of light for the 
building’s more than 5500 workers. 
And the refit was literally done 
overnight.

A lighting retrofit saved 
the company US$1 million a 
year and the work was done 
literally overnight

In Santiago, Chile, innovative 
property developer Inmobiliaria 
Almahue made the decision to 
build a highly sustainable building 
in the middle of the global financial 
crisis. The result was a LEED Silver 
building at zero additional cost 
(compared with a very similar office 
tower built in the same area) with 
all of its 54 office units sold before 
the building was completed. 

According to the WGBC report, 
prospective buyers were keen 
to benefit from the building’s 
expected low operating costs and 
its environmental attributes.    

One Shelley Street, Sydney—Brookfield

http://www.worldgbc.org/activities/business-case/case-studies/case-study-santiago-rising
http://www.worldgbc.org/activities/business-case/case-studies/case-study-santiago-rising
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Simon Crouch, national director 
tenant representation with Colliers, 
says that while large corporate 
tenants are very conscious of the 
importance of the quality of their 
premises in relation to company 
performance, smaller companies 
often focus on costs and getting a 
good deal from landlords when it 
comes to renegotiating the lease.

“There is nothing wrong with getting 
a good deal but cost isn’t just 
about the lowest rent and the best 
incentives. It’s about efficient use 
of a space and productivity of 
staff,” he says.

Ongoing operational costs are 
another important consideration.

“The most important thing for a 
tenant at lease renewal time is to 
really understand how the business 
works and to have a five year or 10 
year plan. 

“We like to work with the CEO or 
managing director to really delve into 
what their vision is for the business 
around culture and brand, and the 
attraction and retention of staff.”

Occupants want to influence the work environment in 
which they spend most of their waking hours – Verginie Vernin

And from the tenant perspective it 
does seem the penny is beginning 
to drop. Businesses are becoming 
increasingly aware of the benefits 
of high-performing buildings and 
are seeking these benefits when 
renegotiating leases. 

CitySwitch program manager at 
the City of Sydney Virginie Vernin 
believes tenants are becoming 
much more proactive regarding  
the type of office space they want. 

“Occupants increasingly expect 
to be able to influence the work 
environment in which they spend 
most of their waking lives, and 
a best practice lease provides a 
pathway for that,” Vernin says.

This is backed up by a recent 
tenant survey by property agency 
Colliers that found tenants are 
placing thermal comfort and 
indoor air quality second only to 

public transport proximity in their 
top workspace priorities when 
addressing staff attraction and 
retention. 

And with staff costs estimated by 
the City of Melbourne in its Zero 
Net Emissions by 2020 report 
to account for 85 to 90 per cent 
of a company’s total expenditure, 
it is not surprising that tenants 
are taking the performance of 
the buildings they occupy very 
seriously.

But there is definitely room for 
more awareness according to 
tenant representatives and leasing 
agents.

Arup headquarters, Brisbane, combine an interactive space with environmental focus

http://www.colliersvideo.com.au/eMag/Office_Tenant_Survey_2012/
http://www.colliersvideo.com.au/eMag/Office_Tenant_Survey_2012/
http://www.melbourne.vic.gov.au/Sustainability/CouncilActions/Documents/zero_net_emissions
http://www.melbourne.vic.gov.au/Sustainability/CouncilActions/Documents/zero_net_emissions
http://www.melbourne.vic.gov.au/Sustainability/CouncilActions/Documents/zero_net_emissions.pdf
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A visioning session with top level 
executives can help pinpoint the 
key attributes the office space must 
have for the company to achieve 
its goals. By matching these with 
the current workspace the gaps 
become clear, says Crouch.

The attributes that businesses 
seek in buildings has changed 
significantly over the past decade, 
with location and proximity to public 
transport becoming a key factor, 
along with end-of-trip facilities such 
as showers. 

“Location has become very critical 
in capital cities. It is hard to get 
people to offices that are not 
close to public transport and staff 
demand retail, gyms and cafes, 
particularly when they are spending 
longer hours at work. They want 
buildings to have high quality 
showers and gyms as well as bike 
racks,” says Crouch.

Sustainability features such as more 
energy efficient chillers, mechanical 
services and lighting are 
increasingly common in buildings 
but there is still plenty of scope in 
older buildings for tenants to push 
for upgrades.

 Colliers is encouraging 
clients to ask for green 
clauses in their leases 
and to include penalties if 
targets are not met 

 
   Colliers is encouraging clients to ask      
   for green clauses in their leases and   
    to include penalties for landlords  
    who don’t achieve the stated  
    NABERS Energy ratings.

“We’ve only recently pushed for 
this. Tenants may think they are 
getting a particular rating and then 
find energy costs are higher than 
expected. We’ve had specialist 
consultants check buildings to 
ensure they are achieving what they 
say they are. Penalties in a lease 
gives greater surety the landlord 
doesn’t overstate the building’s 
performance,” says Crouch.

Currently around 70 per cent of 
Colliers’ clients are renegotiating 
leases rather than relocating. 
Typically, they are better off doing 
this and benefiting from upgrades, 
says Crouch.

 

GET THE 
vISION HAPPENING

Simon Crouch – tenants are renegotiating leases with good deals and staying put
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Left to right: Rowan Griffin, Colonial First State; Michael Goldrick, Frasers Property Australia; Chris Derksema, 
City of Sydney; James Loader, Brookfield Office Properties 

HELPfUL 
RESOURCES 

When a lease is coming to an 
end the manager responsible for 
overseeing the tenancy needs 
information on how well the tenancy 
is aligned to the business and staff 
values as well as on the company’s 
future growth plans. 

Organisations such as the 
Better Buildings Partnership and 
CitySwitch provide support and 
advice to help tenants decide 
whether to renew or relocate. 
BBP’s online Leasing Lifecycle 
Tool provides useful resources and 
industry tools to help guide tenants, 
building managers, consultants 
and leasing agents through the site 
consideration stage.

Some key resources for businesses 
when considering whether a 
building aligns with their values and 
future needs include:

• The Green Lease Guide  
 
• The CitySwitch fact sheet: 
Why Choose High Performing 
Buildings? 

• Jones Lang LaSalle’s Green 
Buildings Driving Employee 
Productivity  

Esther Bailey, Better Buildings 
Partnership manager, says it is 
critical at lease renewal time for 
tenants to have a clear picture of 
what they need in the tenancy to 
help their business thrive. Getting 
the brief right and getting the right 
sustainability advice is the key to 
ensuring long-term benefits from a 
new lease and tenancy. 

"The site consideration 
phase can lay the 
groundwork for happier 
staff, better returns 
and strong performance 
outcomes”

 “As the customer, what tenants want 
drives the commercial office sector 
forward. Clear articulation of tenants’ 
corporate values, business forecasting 
and workforce retention strategies 
at the site consideration phase can 
lay the groundwork for happier staff, 
better returns and strong performance 
outcomes. The evidence is all around 
us,” says Bailey.

http://www.sydneybetterbuildings.com.au/projects/tenant-owner-collaboration/leasing/
http://www.sydneybetterbuildings.com.au/projects/tenant-owner-collaboration/leasing/
http://www.environment.nsw.gov.au/resources/sustainbus/2006_1212_greenleaseguide.pdf
http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
http://www.joneslanglasalle.com.au/australia/en-au/pages/ResearchDetails.aspx?ItemID=10094
http://www.joneslanglasalle.com.au/australia/en-au/pages/ResearchDetails.aspx?ItemID=10094
http://www.joneslanglasalle.com.au/australia/en-au/pages/ResearchDetails.aspx?ItemID=10094
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WWF-Australia is one tenant that 
recently made the decision to 
relocate when their lease was up for 
renewal after 10 years in the same 
building. In the lead up to lease expiry 
WWF approached the landlord to 
renegotiate, but when the landlord 
decided to redevelop the property 
WWF started the process of looking 
for a new location.

The first step was to carefully consider 
what was needed in the new premises 
and to prepare a detailed brief.

WWF-Australia’s operations and 
facilities manager, Natalie Roberts, 
says that given WWF’s business 
philosophy, sustainability was the key 
focus when preparing a brief for its 
property search.

“WWF-Australia’s sustainability 
strategy focuses us towards 
reducing our operational ecological 
footprint. Considering this, we 
implemented that into our brief and 
used tools like NABERS to identify 
particular details and attributes of 
different sites,” says Roberts.

WWF looked at its current building 
and made a wish list of what it needed 
in a new building. This included 
items like higher energy efficiency, 
bike racks, operable windows and 
outdoor spaces. The organisation’s 
sustainability committee undertook 
site tours of Green Star-accredited 
properties across the Sydney CBD to 
get a better feel for the potential.

Sustainabilty was a key focus for WWF-Australia’s search for a new property, says 
operations and facilities manager Natalie Roberts. Click on the play button to see the video.

CASE STUDy:  
THE WWf 
RELOCATES 
TO REDUCE 
ECOLOGICAL 
fOOTPRINT

http://youtu.be/_aECc98IQag
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Having armed itself with all of the 
necessary information on what it 
required in a new building, WWF was 
now ready to select a new site. One of 
the most important criteria is a good 
relationship and open communication 
with the new landlord.

In the end WWF turned a potential 
problem of an expired office lease 
into an opportunity to move into an 
office space that was more aligned 
to its work culture and future needs, 
choosing a former wool store in 
Ultimo, Sydney.

“Top priorities were 
sustainability, enhancing 
workplace culture and 
ensuring the move was cost 
neutral”

Top priorities in choosing the new 
head office were sustainability, 
enhancing workplace culture and 
ensuring the move was cost neutral. 

As part of the green lease negotiated 
with the building owner, refurbished 
and recycled materials were used in 

the fitout, including desks, partitioning 
and timber workbenches salvaged 
from another Sydney tenant that also 
recently relocated. 

The open plan layout has been 
designed to maximise collaboration 
across the organisation. Natural light, 
organic textures and living plants 
also reinforce a connection between 
people and nature.

According to WWF-Australia chief 
executive officer Dermot O’Gorman, 
sustainability and culture goals were 
achieved at no additional cost to 
the organisation, with the cost of the 
new lease on par with the cost of the 
former premises. 

“I’m thrilled with the new home for the 
Sydney panda team. It’s evidence 
of our commitment to sustainability 
and innovation, and to reducing our 
impact on the planet to protect the 
natural world for generations to come,” 
O’Gorman says.

The WWF-Australia head office is 
currently being assessed as part of a 
pilot for the Green Building Council of 
Australia’s Green Star Interiors program. 

 

CASE STUDy CONT...
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A recent lease negotiation by Colliers 
for a large listed multinational client 
resulted in the client opting to stay in 
their existing CBD premises, despite 
some pressure from the offshore 
head office to relocate to a lower 
rent location.

According to Simon Crouch, 
national director tenant 
representation with Colliers, the 
company had been in the building 
for 15 years and it was no longer 
meeting their needs.

“The building needed upgrading to 
a more open plan layout to allow 
collaboration between staff, and 
the building services, lighting, 
bathrooms and lift lobbies also 
needed upgrading,” Crouch says.

“The main reason to look outside the 
CBD was financial. We looked at 
all the options with the client and 
in the end were able to get a better 
deal by staying. While the rent 
might have been lower elsewhere, 
incentives in the CBD were better 

and it was less disruptive to 
stay. Also, being in the CBD was 
attractive to staff, which is a major 
consideration for staff retention.”

The landlord was keen to retain a 
major tenant that occupied 4000 
square metres and agreed to do an 
upgrade, putting in new carpets, 
bathrooms, bike facilities, energy 
efficient lighting and refurbishing 
the lobby area. 

The new lease also included some 
very healthy incentives, Crouch says. 

“In the end it’s not just about the 
rent. Financially, staying was pretty 
much on par with leaving. The 
client had the ability to stage the 
fitout so that there was minimum 
disruption and they could also save 
on ‘make-good’ by staying.”

It is important to be upfront with 
the landlord in the lead up to lease 
renewal to allow plenty of time for 
renegotiation, says Crouch.

CASE STUDy 2:  
LARGE 
mULTINATIONAL 
OPTS TO STAy
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TENANTS –  
WHAT THEy’RE  
REALLy THINkING 
By Tina Perinotto

TENANTS –  
WHAT THEy’RE  
REALLy THINkING 
By Tina Perinotto
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Campbell Scholtens is a national 
property consultancy specialising 
in surveys and benchmarking for 
property owners such as Mirvac, 
Colonial, DEXUS, Brookfield, 
Stockland, AMP and Investa. We 
asked principal Ian Campbell, 
director Daniel Scholtens and 
associate director Anne-Maree 
Miford for some insights.

Firstly, there is no “silver bullet” that 
can prevent your tenants moving to 
another building.

According to Campbell Scholtens, 
these decisions are most often 
outside of a building owner or 
manager’s control.

“A company might want to move to 
the city centre or away from it in 
order to take advantage of rental 
differentials,” Daniel Scholtens says. 

“A new workplace might also help 
create better work practices.”

So when cost or physical location 
is taken out of the equation, what 
are the golden standards to keeping 
tenants happy and in place?

The key theme is communication. 
As in any successful relationship, 
keeping the channels of information 
clear and flowing is vital to retain 
goodwill and demonstrate that there 
is a common purpose at work.

“Tenant retention starts from day one 
of the initial lease,” Scholtens says. 

“This is when the building owner 
has a competitive advantage to 
demonstrate the value proposition 
of the building for the tenant’s 
business.”

Tenants want to focus on their core 
business, so the building must 
operate efficiently, Ian Campbell 
says.

Following are a few pointers: 

CLEANING

According to Scholtens, owners 
generally manage all the cleaning 
in a building because the 
logistical issues such as security 
and equipment storage make it 
impractical for tenants to handle 
their own

However, tenant perceptions of 
cleaning quality often fall short of 
expectations and this can result in 
frustration, he says.

“For many years there has been 
a mismatch between cleaning 
expectations and the price that 
building owners and tenants are 
willing to pay.” 

The outcome is usually a “diversion 
of resources from all parties to 
rectify the problems” and higher 
costs.

WHAT mAkES TENANTS 
HAPPy TO STAy IN THEIR 
PREmISES?  
WHAT ARE THE THINGS 
THAT ANNOy THEm AND 
WHAT mAkES THEm  
fINALLy mOvE OUT?
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SUSTAINABILITy

The bigger the company the 
bigger the corporate pressure to 
have a strong sustainability or 
ESG (environmental, social and 
corporate governance) strategy.

"Generally speaking the larger tenants 
have much more corporate pressure, 
whether driven by the board or 
global direction," Mitford says. 

Smaller companies want to 
be green but may not have the 
resources available to larger 
tenants. Owners and managers 
can play a role in directing tenants 
to some of the incentives and 
programs available. 

CitySwitch for instance is a  
well-known program designed 
precisely to help tenants become 
greener. The program website says 
that as of early August, there are 
already 431 tenants committed to 
the program.

The Campbell Scholtens team (left to right): Ian Campbell, principal; 
Emily Funnell, consultant; Anne-Maree Mitford, associate director; 
and Daniel Scholtens, director.

LIfTS 

When it comes to lifts, there is an 
expectation that if you hit the button 
for a lift it should come almost 
immediately.

But the reality can be different. 

Tenant concerns can include delays 
in lifts arriving, lifts being taken out of 
general service for deliveries during 
business hours and ride quality.

In the past few years there’s been 
an overall improvement in lift 
performance. 

“Owners have invested more capital 
expenditure in their lift technology, 
instead of superficial upgrades where 
only the internal appearance of the lift 
cars is addressed,” Campbell says.

If there is a lift upgrade underway, 
it is critical to communicate with 
tenants, says Anne-Maree Mitford. 

"There is a degree of tolerance and 
understanding with tenants if they 
know what you’re doing.”

AIRCONDITIONING

Most tenants recognise that 
airconditioning is very difficult to 
get right for everyone. Again, it 
helps for tenants to know what a 
building owner wants to achieve 
and what can be expected of an air 
conditioning system.

One of the most common causes 
of concern are “hot or cold spots”. 
These could be the result of 
incorrect commissioning or poor 
design, but if tenants are well 
advised about how to best utilise 
the base building system when they 
design their fitout some of these 
issues can be avoided.

Scholtens recommends taking 
care to provide appropriate base 
building documentation right from 
the start and “to ensure the tenant 
uses this information”.

An added bonus of better 
airconditioning could be a higher 
NABERS energy rating.

RECyCLING

In general tenants are supportive of 
recycling programs.

However, programs need to be 
adaptable and sensitive to the 
tenant’s business processes, rather 
than a “one size fits all” approach 
says Mitford.

Mitford also recommends sharing 
information about where the 
recycling goes, how much landfill 
has been avoided and trees spared 
to assist co-operation. 

Interestingly, recycling is one of the 
only building services where there 
is a clear opportunity for a building 
owner to engage with all occupants, 
not just the tenant representative, 
Ian Campbell says.

http://www.cityswitch.net.au
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WHAT ExACTLy IS A HIGH-
PERfORmING BUILDING?

Here are the key elements CitySwitch 
says will guarantee you have set up 
your company with the best office, 
designed for success. Notice that all 
these points are about how easy and 
comfortable you make the space for 
your people and its environmental 
benefits, which is not only good for 
your business profile and staff feel 
good factor, but for the bottom line 
as well.

1. 4.5 Star NABERS Energy rating                   
    (minimum)

2. 5 Star Green Star rating (minimum)

3. 7 watts a square metre lighting  
    power density (maximum)

4. Proximity to transport and amenities

Let’s take a typical 5000 square metre 
city office. Let’s assume it has:

n A 4.5 star NABERS rating for the   
    base building

n 7 W/sq m lighting power density

n 5 Star Green Star rating

n 333 staff

n A business around financial or  
    professional services

CitySwitch calculations say the tenant 
in this building could save $5 million 
a year through cost reductions and 
increased output from staff.

 

HErE'S HoW ANNuAL SAvINGS

50 per cent electricity savings 
 (from lighting)

$18,200 

41 per cent reduced absenteeism          
(681 less sick days)                    $262,0144
50 per cent greater employee retention 
(equivalent to 17 staff)

$824,792

11 per cent increased productivity           
(output of 370 employees with only 333)

$3,654,744

Total potential savings $4,759,750*

HIGH-PERfORmING BUILDINGS:  
WHAT ARE THEy REALLy WORTH?

They say you get what you 
pay for. High-performing 
buildings might cost a little 
more but they can give back 
a whole lot as well.

In fact, looking at some 
calculations from 
CitySwitch, what they 
give back is very generous 
indeed.
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With these savings a company could 
afford to spend $250 a sq m more 
than on an average B Grade office 
building and still save over $3.5 
million per year. 

The calculations have been generated 
by averaging the savings percentages 
and applying them to a fictional 
financial services company looking to 
occupy 5000 sq m of office space in 
the Sydney CBD.

*The potential savings identified are 
drawn from over a dozen Australian 
and international case studies claiming 
measured or perceived benefits from 
high-performing buildings and offices. 
The figures are based on projected 
outcomes, applying existing averages 
for samples. Differences in the 
future may change and your specific 
circumstances may differ, affecting the 
outcome.

See CitySwitch’s fact sheet Why 
Choose a High-Performing Building 
for Your Next Tenancy?   

WHAT ExACTLy IS A  
HIGH-PERfORmING BUILDING?

http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
http://www.cityswitch.net.au/Resources/CitySwitchResources/Buildingperformance/Buildingperformancearticle/TabId/157/ArtMID/832/ArticleID/757/CategoryID/39/Why-choose-a-high-performing-building.aspx
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