
Introduction 
The following is a mock excerpt from a Form 10-K for a real estate investment trust, “Rosebridge 
Property Trust,” that incorporates disclosure to the SASB Standard for Real Estate Owners, Developers 
& Investment Trusts into its Management’s Discussion and Analysis of Financial Condition and Results 
of Operations (MD&A). This document serves as an example of one type of disclosure SASB envisions 
for its standards; it is not intended to provide a template for companies to follow. This is a working 
document on which SASB is actively soliciting feedback on the content, scope, and presentation format 
of disclosure to SASB Standards. Comments can be sent to: comments@sasb.org 
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 

 

Sustainability Performance 

Overview 

 

 The Chief Executive Officer and Chief Operating Officer of Rosebridge head a cross-functional 

Corporate Responsibility Team (CRT) that designs and implements sustainability-related efforts. As co-

leaders of the CRT, the CEO and COO develop sustainability strategy and oversee reporting. Together with 

other members of Rosebridge’s Board of Directors, they have reviewed the Sustainability Accounting 

Standards Board’s (SASB) Sustainability Accounting Standard – Real Estate Owners, Developers & 

Investment Trusts (IF0402) and determined that all the topics the standard presents relate to trends and 

uncertainties that may materially impact our operational and financial performance. This section of Item 7 

describes our performance, through both quantitative and qualitative disclosures, on all the topics included 

in the SASB standard. At the end of this section, we present a summary of the quantitative metrics 

disclosed (Table 1), and we provide a set of “activity metrics” (Table 2). These activity metrics describe 

some aspects of our operations related to both the size of our operations and occupancy rates. This 

information may help readers better understand our performance relative to our size and to that of other 

companies in our industry that may operate at different scales or different occupancy levels.  
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Energy Management  

 

Energy consumption data coverage as a percentage of floor area, by property subsector 

 

 Our portfolio of properties consumes almost all of its energy from municipal utilities providing 

electricity and natural gas. In almost all cases, if we have access to data on electricity usage of our portfolio 

properties (referred to as “data coverage”), we also have access to data on natural gas use. All leases, 

whether new or renewal, signed from January 1, 2012 or later contain a provision granting Rosebridge 

access to energy consumption data that our tenants receive from utilities. Therefore, our data coverage 

should increase over time. To date, we have not received negative feedback from potential tenants related 

to this provision, nor have we noticed a decline in demand related to it. In fact, we have found that many 

tenants and prospective tenants share our interest in reducing energy consumption and increasing energy 

efficiency. 

 

In some cases, we receive the data on a delay of sixty days or more, depending on the utility and 

the location of the property. We centrally record the energy consumption data we receive and, as discussed 

later in this section, analyze that data to identify building improvements with the potential to increase 

efficiency.  

 

For leases signed before January 1, 2012, property type and local regulations and utility policies 

are the main factors influencing the completeness of data coverage. We are more likely to have complete 

coverage for our properties in the office subsector than in the lodging/resorts subsector. We have greater 

data coverage for our office properties because, in most cases, we have some degree of control over 

heating, cooling, and other practices for building common areas. 

 

 Total energy consumed by portfolio area with data coverage, percentage grid electricity, and 

percentage renewable, each by property subsector 

 

 Because the majority of energy our properties use comes from municipal utilities, we consume a 

relatively small amount of renewable energy as defined by the SASB standard. In addition, many of our 

lodging/resorts properties experience a higher number of power outages than our office properties do, and 

they rely on gas- and/or diesel-powered generators during such outages. We are, however, currently 

exploring the possibility of encouraging renewable power purchase agreements (PPAs) that include 

renewable energy certificates (RECs). We already have a small number of PPAs in place for some of our 

office properties. None of our properties generate renewable electricity on-site, and we do not expect that to 

change in the short or medium terms.  

 

 Our office properties consume, on average, substantially less energy per square foot than our 

lodging/resorts properties do. Properties in the latter category operate seven days a week, 365 days a year, 

and include restaurants, bars, swimming pools, fitness facilities, and other amenities that our office 

properties generally lack. At the same time, the tenants at lodging/resorts properties are often more 

motivated to increase efficiency in order to achieve potentially significant reductions in operating costs. 

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Energy consumption data coverage: office 64% 67%   67% 
Energy consumption data coverage: lodging/resorts   48% 52% 53% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Total energy consumed: office (in thousands of gigajoules) 2,341 2,295  2,206 

Total energy consumed: lodging/resorts (in thousands of gigajoules)  1,402 1,387  1,346 

Percentage grid electricity: office 97% 97% 97% 

Percentage grid electricity: lodging/resorts 98% 98% 98% 

Percentage renewable: office 3% 3% 3% 

Percentage renewable: lodging/resorts 2% 2% 2% 



 

 Like-for-like change in energy consumption of portfolio area with data coverage, by 

property subsector 
 

 The following data on like-for-like change in energy consumption is presented on a Whole 

Building basis, and it is for approximately the same floor area as that covered by the energy consumption 

data shown previously. There is less than one percent difference between the two scopes. 

  

 We report data that is conceptually similar to like-for-like data elsewhere in this and other 

financial filings. The primary difference between the bases for that data and the data shown below relates to 

data coverage limitations. For our financial like-for-like comparisons, we are able to present data that 

covers all of our operations, as appropriate. 

 

 Below, we present like-for-like energy consumption change data that are normalized by 

occupancy rates and operational hours. To normalize the data, we first benchmarked energy consumption 

based on two years of available data. We then obtained operational hours from our annual tenant surveys 

and inspections. We then accounted for occupancy rates and seasonality, which are somewhat limited in 

their impacts on the office subsector but often large in their effects on the lodging/resorts subsector. Next, 

we analyzed the collected data to develop a set of normalization formulas, which we tested against each 

other to select the final version.   

 

 Behind these numbers is a moderate amount of variability, driven in part by geography. For 

example, properties in the western United States tend to use less energy than those in the Midwest, the 

South, and the Northeast. This factor applies to properties in both subsectors. The other main factor 

introducing variability into the data is that Rosebridge has more—and more direct—control over energy 

usage in common areas than in areas occupied by tenants, and we tend to more aggressively reduce 

consumption in these areas than our tenants do theirs. However, over the last three years, the gap has 

narrowed. This factor only applies to the office subsector.  

 

 Percentage of eligible portfolio that has obtained an energy rating and is certified to 

ENERGY STAR, by property subsector 

 

 All areas in which we operate offer some form of energy ratings for buildings. To date, we have 

not established a policy that mandates the implementation of energy ratings on a Company-wide basis, but 

we may implement such a policy in the future.   

  

 Year Ended December 31,  

Metric 2013 2014 2015 

Like-for-like change in energy consumption of portfolio area with data 

coverage: office 
-5% -2%   -4% 

Like-for-like change in energy consumption of portfolio area with data 

coverage: lodging/resorts 
  -4% -1%   -3% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Normalized like-for-like change in energy consumption of portfolio area with 

data coverage: office 
-7% -2%   -5% 

Normalized like-for-like change in energy consumption of portfolio area with 

data coverage: lodging/resorts 
  -6% -3%   -5% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Percentage of eligible portfolio that has obtained an energy rating: office 68% 68%    68% 
Percentage of eligible portfolio that has obtained an energy rating: 

lodging/resorts 
  27% 27%    29% 

Percentage of eligible portfolio certified to ENERGY STAR: office  4% 4% 4% 

Percentage of eligible portfolio certified to ENERGY STAR: lodging/resorts 3% 3% 3% 



Integrating energy management into property investment analysis and operational strategy 

  

 Energy consumption affects our revenues, costs, and risk profile, all of which affect our results of 

operations. Efficient properties are more attractive to tenants and can command higher rental rates. They 

can also reduce our direct operating costs, particularly for energy expenses related to common areas, and 

they can reduce risks related to regulation and to potentially volatile energy costs. Consequently, 

investments in energy efficiency projects and programs usually offer attractive returns. 

 

 In 2008, we set a Company-wide goal to reduce total energy consumption by 13 percent, as 

compared to 2007 levels, by 2013. We achieved that goal in 2011, two years early, and set as our next goal 

a reduction of a further 13 percent, as compared to 2007 levels, by 2020. We are currently on track to meet 

this goal, working to achieve it in the same way we achieved our initial goal: through both capital-

investment projects with an anticipated internal rate of return of 20 percent or higher and behavior-change 

programs. It is important to note that these reductions have come from properties with at least some data 

coverage. As we increase our data coverage, we will likely be able to expand our energy reductions, both in 

scope and intensity.  

 

We assess the potential returns of capital improvement projects on an ongoing basis for all our 

properties and implement them when feasible and, if applicable, convenient to our tenants. (In some cases, 

buildings are vacant when capital improvements are made.) Projects completed in the last three fiscal years 

cover approximately 15 percent of our portfolio and have saved approximately 165 gigajoules of energy. 

They include: 

 Updating HVAC systems at approximately 17 percent of our properties. 

 Installing automated energy management systems in approximately 24 percent of our 

properties. 

 Retrocommissioning thirteen office buildings to ensure proper functioning and 

calibration of all building systems.  

 Renovating four office buildings to update building systems, insulation, windows, 

and roofs.  

 

Behavior-change programs are ongoing and apply to all our properties. Client relationship 

managers, who meet regularly with all tenants, provide analysis of consumption trend data as well as 

resources to help tenants design and implement efficient behaviors. In general, capital improvements and 

retrocommissionings realize greater energy and operating-costs savings in shorter time frames than 

behavior-change programs do. However, behavior-change programs offer clients a direct way to decrease 

their operating costs in the short term and are almost always well received. 

 

All properties in our portfolio undergo Building Energy Performance Assessments (BEPA) 

conducted by an outside firm and based on standards set by ASTM International. Each property is assessed 

every six years on average. In the last three years, approximately 54 percent of our portfolio was assessed. 

We use these assessments as the basis to determine next steps in improving efficiency. We tailor our 

approach and select tactical measures based on several factors specific to each property, such as size, 

location, and use. We frequently employ environmental management systems (EMS) and data management 

systems (DMS) first and then consider retrocommissionings based on building age and condition. 

  

 All EMS in our portfolio are ISO 14001 certified, and client relationship managers consult with 

new tenants to help them use the systems effectively. They also consult with existing tenants on an 

approximately quarterly basis to ensure the systems are operating properly and achieving the desired 

results. In these conversations, relationship managers also discuss the tenant’s energy usage relative to 

several benchmarks, including the tenant’s usage trends, usage of similar properties in our portfolio, and 

the usage of similar properties across the industry (when available and applicable). We developed a custom 

DMS in conjunction with a leading software provider and have not, as of the date of this filing, sought 

certification for the system.   

 

 At present, the retrocommissionings described above represent the total number of such projects 

we have undertaken since 2000. We do not plan to pursue any similar projects in the next two years for 



several reasons, including: the age and condition of our existing property portfolio, the cost-benefit ratio of 

these projects, and the potential for smaller capital improvements combined with EMS and DMS to offer 

more attractive ratios.       

 

 Our usage of energy certifications remains limited. However, we recognize that the importance of 

such programs to potential tenants may increase over time as natural resources become scarcer and more 

expensive. We do not currently seek out properties with energy-related certifications for purchase, but we 

do carefully weigh whether a property has such status, or could qualify for it with a relatively small 

investment, when considering potential acquisitions. In general, new construction is more likely to hold a 

certification, and that can make the property a more attractive investment. To date, we have not actively 

sought these certifications for our existing properties; many of the properties in our portfolio that hold this 

status did so before we acquired them.  

 

 Tenants of our office properties most often express interest in energy efficiency and expected 

energy costs rather than whether or not a building holds certified status. Tenants of our lodging/resorts 

properties behave similarly, but over the past three years, we have noticed an increase in interest in this 

subsector in certifications. We have not, however, experienced reduced demand for properties in the 

lodging/resorts subsector. As a result of these market indicators, we do not believe that our relatively 

limited focus on increasing the share of properties with these certifications is likely to materially affect our 

results of operations. We re-visit this evaluation on a semi-annual basis. Our evaluation may be incorrect, 

and we cannot offer assurances we have eliminated the potential associated risks, which include reduced 

demand and/or reduced rental rates for our properties.  

 

When evaluating properties for acquisition or disposition, we include energy efficiency measures 

as inputs to our projections for demand, rental rates, operating costs, and risks. We focus almost 

exclusively on quantitative measures of energy consumption that translate readily into our projection 

methods, and we normalize these quantitative measures to ensure we are making accurate comparisons. We 

expect the total cost of energy—that is, the cost of consumption itself combined with related costs, such as 

regulatory and volatility risk—to increase over time, and we factor these expected increases into our 

analyses. To increase the accuracy of our projections, we consistently seek to improve our cost projections 

by refining the quality of our data and the rigor of our methods. All properties we consider for acquisition 

undergo BEPA based on the same ASTM standards used for our portfolio properties. Over the past three 

fiscal years, we have declined to acquire two properties due to low performance on these assessments.  

 

 As of the date of this filing, none of our portfolio properties generate renewable energy, and we 

have no current plans to begin generating it on our property sites. Renewable energy generation is not one 

of our core competencies and would require either identifying the right partner or building this competency 

internally, or both. Our approach on this topic, specifically to implementing distributed renewable energy 

across our property portfolio, results from the challenges, complexities, and wide variation in local 

regulations, utility reimbursement policies, and classification of income. We review our renewable-energy 

plans on a semi-annual basis and, should they change, a public announcement will be made to inform both 

investors and other stakeholders.   

  

Water Management 

 

 Our tenants are responsible for their water consumption and the associated costs. When office 

buildings are vacant or lodging/resort properties are not leased by an operator, we cover any consumption 

costs, which are generally minimal. As property owners, though, we are responsible for ensuring our 

portfolio properties comply with applicable regulations. We must also ensure our properties offer both the 

amenities, particularly in the lodging/resorts subsector, and the efficiency levels our tenants seek. 

 

 Water withdrawal data coverage as a percentage of total floor area and percentage in 

regions with High or Extremely High Baseline Water Stress, each by property subsector 

 

 Water is increasingly being recognized as a precious resource, a trend that is reflected in the 

increasing cost for water and expanding interest in intelligent, efficient usage. Our access to water 



withdrawal data is more limited than our access to similar energy consumption data, but we expect that to 

change, possibly substantially, in the next three to five years as the trend towards conservation continues. 

This trend is more pronounced in the lodging/resorts subsector, which, in our portfolio, has traditionally 

had higher data coverage rates.  

 

 Although we would like to expand our data coverage, we face several limitations related to 

utilities’ data reporting systems. These systems tend to be more sophisticated and accessible in areas where 

water has long been carefully managed. In other areas, political will to improve reporting is often greater 

than the available resources. We believe that, as water costs continue to rise, more resources will be 

available to improve reporting, and our data coverage will expand.  

 

 All leases, whether new or renewal, signed from January 1, 2012 or later contain a provision 

granting Rosebridge access to water consumption data that our tenants receive from utilities. Therefore, our 

data coverage should increase over time. To date, we have not received negative feedback from potential 

tenants related to this provision, nor have we noticed a decline in demand related to it. In fact, we have 

found that many tenants and prospective tenants share our interest in reducing water consumption. 

 

 

 

 Total water withdrawn by portfolio area with data coverage and percentage in regions with 

High or Extremely High Baseline water stress, each by property subsector 

 

 In 90 percent of cases, the data shown below is based on Whole Building data; in the remaining 10 

percent, it is based on a combination of Base Building and Tenant Space data. Water usage is substantially 

higher, both on a per-square-foot and a total basis, for the lodging/resorts subsector than for the office 

subsector. Lodging/resorts properties include more bathrooms per person than office properties do, and 

bathrooms contain showers and/or bathtubs. Lodging/resorts properties also often feature kitchens, 

swimming pools, fitness centers (which may also include showers), and heavily used laundry facilities.  

 

At the same time, water withdrawals have declined more substantially over the last three fiscal 

years at properties in the lodging/resorts subsector than in the office subsector, largely because of the 

former subsector’s higher consumption rates and corresponding greater return on conservation efforts.   

 

It is important to note that a number of our portfolio properties are located in areas that, while not 

now classified by the World Resources Institute’s Water Risk Atlas tool (Aqueduct) as being under high or 

extremely high baseline stress, will likely be so classified in 2020 and beyond. For example, we have a 

large number of properties in the western U.S. that are located in areas currently classified in the medium-

to-high baseline stress category but from 2020 onwards are likely to be in the extremely high stress 

category.  

 

  

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Water withdrawal data coverage: office   39% 39%   39% 

     Percentage in regions with High or Extremely High Baseline Water Stress    41% 42% 42% 

Water withdrawal data coverage: lodging/resorts    43% 45% 45% 

     Percentage in regions with High or Extremely High Baseline Water Stress    50% 52% 54% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Total water withdrawn: office (in thousands of cubic meters) 2,016 1,816  1,666 

     Percentage in regions with High or Extremely High Baseline Water Stress     8% 8%  9% 

Total water withdrawn: lodging/resorts (in thousands of cubic meters)  6,263 5,694 5,176 

     Percentage in regions with High or Extremely High Baseline Water Stress   14% 16%  16% 



Like-for-like change in water withdrawn for portfolio area with data coverage, by property 

subsector 

 

 The numbers shown below cover the same scope as that covered by our water withdrawal data 

coverage and is presented on a Whole Building basis. 

  

 We report data that is conceptually similar to like-for-like data elsewhere in this and other 

financial filings. The primary difference between the bases for that data and the data shown below relates to 

data coverage limitations. For our financial like-for-like comparisons, we are able to present data that 

covers all of our operations, as appropriate. 

  

Below, we present like-for-like water consumption change data that are normalized by occupancy 

rates and operational hours. To normalize the data, we followed essentially the same process as we did to 

normalize energy consumption data. First, we benchmarked water withdrawals based on two years of 

available data. Next, we obtained operational hours from our annual tenant surveys and inspections. We 

then accounted for seasonality and occupancy rates, which are somewhat limited in their impacts on the 

office subsector but often large in their effects on the lodging/resorts subsector. Finally, we analyzed the 

collected data to develop a set of normalization formulas, which we tested against each other to select the 

final version.   

 

Behind these numbers is a moderate amount of variability, driven in part by geography. For 

example, properties in the western United States tend to use less water than those in the U.S. Midwest, the 

South, and the Northeast. This factor applies to properties in both subsectors.  

 

Discussion of water management risks and strategies and practices to mitigate those risks 

 

Our tenants bear nearly all water-consumption costs, so we view and assess water management 

risks through the lenses of tenant demand and potential regulatory risks. To the extent that the water-use 

systems in our portfolio properties are inefficient, costly to operate, or otherwise unattractive to tenants, we 

may experience reduced demand, lower revenues, and greater revenue volatility. We may also sustain 

damage to our reputation among both the general public and current and potential tenants. It is possible that 

our reputation as a responsible building owner could be harmed. Materially negative impacts to our results 

of operations could be the result.  

 

 These risks are more likely to manifest in the short term in areas where water supplies are already 

somewhat strained. For us, this means properties in the western U.S. Water risks to these properties stem 

from both environmental and external constraints. 

 

 Environmental constraints: Constraints related to the availability of water increase in both 

likelihood and magnitude of impact as time passes. As the effects of climate change intensify and affect a 

growing number of locations, the risk to our properties will likewise grow. Drought is the greatest risk, and 

its most relevant impacts are increased costs related to both purchasing water and complying with usage 

restrictions. Drought affected the operations of many of our tenants in the western U.S., particularly 

 Year Ended December 31,  

Metric 2013 2014 2015 

Like-for-like change in water withdrawn of portfolio area with data 

coverage: office 
-6% -10%   -8% 

Like-for-like change in water withdrawn of portfolio area with data 

coverage: lodging/resorts 
  -12% -9%   -9% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Normalized like-for-like change in water withdrawn of portfolio area with 

data coverage: office 
-9% -11%   -10% 

Normalized like-for-like change in water withdrawn of portfolio area with 

data coverage: lodging/resorts 
  -14% -9%   -10% 



California, over the last two fiscal years; the experiences of these tenants offered valuable opportunities to 

assess risk mitigation practices (described below). Drought often raises awareness of water usage among 

the general public, leading to more careful scrutiny of usage and increasing the impact of risks related to 

external constraints.   

 

 External constraints: Perceptions of water usage are especially important in areas with already-

strained water supplies, and they tend to impact properties in the lodging/resorts subsector more than those 

in the office subsector. Water usage at lodging/resorts properties is more salient than usage at office 

properties, and perceptions of misuse or “waste” are often higher, whether or not those perceptions are 

justified. As a result, water usage at properties in this subsector frequently receives disproportionately more 

attention from political and other groups. The risks most likely to affect our results of operations relate to 

expanded and more stringent regulations. We expect these risks to materialize in the next three to five years 

in the western U.S. and to increase demand for water-efficient properties and reduce demand for other 

properties. We expect these risks to materialize in the next five to seven years at our properties in parts of 

the Midwest. These risks may also materialize over a longer time horizon in other areas.  

 

If our risk management strategy (described next) is insufficient to counter the impacts on demand 

resulting from either category of risk, we may see our results of operations materially affected. Although 

we believe our strategy is sufficient to mitigate the greatest risks, we cannot offer assurances it will produce 

the expected results.  

 

 The single largest component of our risk-management strategy is our water use reduction 

initiative. Our goal is to reduce water withdrawal levels by 39 percent, in absolute terms, from 2011 levels 

by 2020. The target is a total reduction across all our operations and does not apply differently to separate 

subsectors. As with our energy conservation efforts, it is based on usage for which we have data coverage. 

As our coverage expands, we may be able to set additional conservation goals in the future. To date, we are 

on track to meet our goal by 2017, but we offer no assurances we will achieve it early. We are 

concentrating on three levers to reduce water withdrawals: capital improvements, maintenance 

enhancements, and client communication. 

 

 Capital improvements include: 

 Replacing inefficient irrigation systems with efficient systems and/or eliminating the 

need for irrigation by installing low-water landscaping (both office and 

lodging/resorts subsectors). 

 Installing high-efficiency water fixtures (both office and lodging/resorts subsectors).  

 Removing or reducing the scope of some facilities, such as swimming pools 

(lodging/resorts subsector). 

 When possible, installing monitoring systems that provide tenants with detailed 

visibility into water withdrawals (lodging/resorts subsector). 

 

These improvements will not produce optimal investment returns if systems are maintained 

improperly or inconsistently. As such, we have allocated resources to review and, if necessary, revamp our 

maintenance practices. These programs marginally increase operating costs in the short term but 

significantly reduce other costs in both the short and long terms. 

 

When communicating with clients, relationship managers review water use trends and provide 

access to water conservation resources. They also share practices that other tenants have successfully 

implemented. Over time, we have increased the frequency and depth of these communications and have 

gathered feedback—particularly from clients in water-stressed areas—to improve communication quality 

and effectiveness. 

 

 To achieve our goal, we must efficiently secure and deploy capital, regularly train client 

relationship managers, and establish and maintain relationships with outside conservation experts. Funding 

for training and relationship building is readily available and represents only a small share of our operating 

costs. We expect to finance capital improvements using internally generated funds, proceeds from asset 

sales, and by accessing the public and private capital markets. To the extent that financial markets become 



more volatile and our cost of capital increases, we may need to reduce the scope of and/or delay planned 

projects. We believe the probability of such an event to be low, but we cannot offer assurances that it will 

not occur.    

 

 To support our ongoing water conservation efforts and to support future reduction initiatives, we 

have begun assessing three major tools: the World Wildlife Fund Water Risk Filter, the Water Footprint 

Network Footprint Assessment Tool, and the GEMI Local Water tool. To date, we have not incorporated 

any of these tools into our current or past initiatives. Once we complete our assessment, and if we select a 

tool for future use, we would provide an update to stakeholders and the general public. 

 

Management of Tenant Sustainability Impacts 

 

 Historically, one of the impediments to increasing the sustainability of properties has been the 

division between owners and tenants. To justify capital investments in energy- and water-efficient systems, 

property owners needed a way recover the costs. To have an incentive to change their energy and water 

consumption patterns, tenants needed a way to realize the benefits of conservation. One way we at 

Rosebridge address “split incentives” is by consulting with tenants on a regular basis about their usage 

trends, using the practices described above. Another way is through the structure of our leases.   

 

Percentage of new leases that contain a cost-recovery clause for resource efficiency related 

capital improvements and associated leased floor area, by property subsector 

 

 As described earlier, all new or renewal leases signed on or after January 1, 2012 grant Rosebridge 

access to water and energy consumption data. Leases signed on or after that date also include provisions 

that allow us to recover expenses associated with water- and energy-efficiency improvements to properties.  

In most cases, these provisions allow for recovery of a portion of these expenses. We also amortize these 

expenses over the expected life of the improvement(s). Tenants often see reductions in utilities costs at or 

around the time of the improvement, which helps mitigate the impact of the expense-pass through to their 

net rental costs.     

 

 Over the past three fiscal years, we have exercised these recovery clauses in relation to many of 

the capital improvements described elsewhere in this section of the MD&A. In that time frame, these 

projects have covered approximately 25 percent of our portfolio, and we have recovered approximately $28 

million USD. 

 

In general, our office properties lease on shorter terms than our lodging/resorts properties. As a 

result, leases turn over more frequently in the office subsector than the lodging/resorts subsector, and 

Company-wide policy changes take effect over a shorter period of time.    

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Percentage of new leases that contain a cost-recovery clause for resource 

efficiency related capital improvements: office  
100% 100%  100% 

     Leased floor area: office (in thousands of ft2)  4,120 3,013 4,077 

Percentage of new leases that contain a cost-recovery clause for resource 

efficiency related capital improvements: lodging/resorts 
 100% 100% 100% 

      Leased floor area: lodging/resorts (in thousands of ft2)  3,011 3,015 2,500 

 Year Ended December 31,  

Metric 2013 2014 2015 

Percentage of leases in effect on the last day of the fiscal year that contain a 

cost-recovery clause for resource efficiency related capital improvements: 

office  

44%  45%    49% 

Percentage of leases in effect on the last day of the fiscal year that contain a 

cost-recovery clause for resource efficiency related capital improvements: 

lodging/resorts 

 28% 30%   31% 



 Percentage of tenants that are separately metered of submetered for grid electricity and 

water withdrawals, by property subsector 

 

 Nearly all of our tenants are directly (that is, separately) metered for their grid electricity usage; 

we have only a very small number of submetered tenants. Many of our office tenants that are not billed 

directly for electricity use are small in size. As such, the percentage of our total square footage of office 

space that is directly metered for electricity is higher than the percentage of tenants (approximately 97 

percent). 

 

 In many cases, Rosebridge receives a bill at the Whole Building level for water usage and bills 

tenants based on the percentage of the building’s square footage that they occupy. These tenants are not 

considered to be separately metered or submetered.  

  

 

 Our approach to measuring incentivizing, and improving the sustainability impacts of 

tenants 

 

 At Rosebridge, we believe that sustainability can offer many benefits to both us our and our 

tenants, if we create an environment that encourages sustainable practices. We translate this belief into 

action through both regular tenant communications and lease provisions.  

 

 Client relationship managers are tenants’ primary point of contact with Rosebridge. They meet 

with tenants on an approximately quarterly basis and support sustainability efforts by providing information 

on electricity and water consumption, presenting tenants with analyses of usage trends and suggestions for 

conservation methods that have proved successful elsewhere. When communicating with clients and 

potential clients prior to lease signing, we provide sample reports to demonstrate the value of these 

analyses. Our tenant leases authorize us to collect and disseminate utility usage data and include provisions 

to preserve the privacy of individual tenants.  

 

 Because our tenants pay for their utility usage, we believe they face a strong incentive to conserve 

electricity and water to reduce their operating costs. We believe the increased control this practice offers 

tenants is also more appealing than many alternatives and helps strengthen demand for our properties.  

 

 Our tenant leases provide us with final authority over capital improvements made to buildings and, 

as described previously, contain provisions that allow us to recover at least a portion of the costs of 

resource efficiency improvements. As a result, our leases effectively prioritize sustainability over reducing 

costs. Our leases do not, however, contain a provision specifically stating such, and tenants have a variety 

of options when building out their space (described next). Because many sustainability improvements also 

help reduce tenants’ operating costs, we find that tenants generally raise no objection to these terms. 

 

We do not require tenants to build out their spaces to meet sustainability standards, but client 

relationship managers emphasize the value of doing so in both pre- and post-signing communications. 

These communications include custom cost comparisons calculated with data from both our portfolio and 

the relevant industry, when available. Also included are examples of successful build outs at similar other 

properties so that tenants can implement good practices without having to invest heavily in consultants. 

 Year Ended December 31,  

Metric 2013 2014 2015 

Percentage of tenants that are separately metered or submetered for grid 

electricity: office 
 92%   92%    92% 

Percentage of tenants that are separately metered or submetered for water 

withdrawals: office 
  37% 37% 37% 

Percentage of tenants that are separately metered or submetered for grid 

electricity: lodging/resorts 
 100% 100% 100% 

Percentage of tenants that are separately metered or submetered for water 

withdrawals: lodging/resorts 
 100% 100% 100% 



Relationship managers emphasize tenants’ responsibility for utilities, especially with tenants new to our 

portfolio. Finally, we maintain a list of sustainability-focused architects and contractors that have 

successfully completed work for other tenants in the past. Although we do not specifically endorse these 

firms—a fact we make clear to tenants—we provide the information to tenants to both encourage them to 

use sustainability-focused firms and to reduce the costs of finding such firms. We find these 

communications highly effective in encouraging tenants to choose efficient materials and fixtures for build 

outs. 

 

 Our leases do require tenants to enforce policies that support indoor air quality. For example, in 

many locations, smoking is prohibited within a certain distance of a building entrance. Client relationship 

managers regularly visit building sites and check to ensure such policies are followed.  

 

Because we do not currently prioritize building certifications, we have no requirements in our 

leases for tenants to provide information that might be mandated by those programs.  

 

We’ve developed these sustainability provisions after consulting a range of resources, including 

the U.S. Green Building Council, the Natural Resources Defense Council, the Corporate Realty, Design & 

Management Institute, and Building Owners and Managers Association International. Although we support 

the work of these organizations and the development of similar programs, we and our tenants value 

flexibility, and we tailor our leases to meet their needs and ours. Therefore, we do not employ all of the 

practices required or suggested by any of these organizations.   

 

 We believe these practices help strengthen our reputation among tenants as encouraging 

sustainability in a cost-effective way. We also believe our focus on providing resources to help tenants 

reduce their operating costs appeals to tenants of all types, whether or not they specifically prioritize 

sustainability. Our modified gross leases are designed to be fair to tenants, and we believe this practice 

further strengthens tenant demand, which can, in turn, stabilize and/or increase rental rates and/or 

occupancy rates. Capital improvements that enhance the sustainability of our buildings may also enhance 

property values in the long term. However, we can offer no assurances that our sustainability practices will 

lead to either more efficient behavior on the part of tenants or increased returns to shareholders.  

 

Climate Change Adaptation 

 

 The effects of climate change are likely to grow over time, but it is not possible to predict at what 

rate or to what extent that increase will occur.  

 

Area of properties located in FEMA Special Flood Hazard Areas or foreign equivalent, by 

property subsector 

 

 The majority of our portfolio properties that are subject to high flood risk are located in the 

Midwest and South. Disposition of three properties caused the decrease in affected area from 2013 to 2014. 

As of the date of this filing, we have no properties under development or construction that are located in 

FEMA SFHAs or the foreign equivalent. 

 

 Over time, the affected area may increase; the extent to which expansion is likely to occur depends 

largely on the impacts of climate change. Although flood risk is relevant to our operations (as described in 

more detail in the next section), the expansion of these zones themselves is not so much a risk as an 

indication of potential risk. Consequently, we monitor these designations and how they change and respond 

by assessing the potential impacts on our properties. Under an extreme scenario, in which these zones 

expand substantially more widely and more quickly than historical norms, an additional 26,000 ft2 may be 

affected by 2030. We currently consider this scenario unlikely but can offer no assurances that our 

estimation is correct. If this scenario does materialize, we would expect a small but not negligible increase 

in risk to our portfolio and results of operations.  

 

 We carry flood insurance on all properties within FEMA SFHAs through the National Flood 

Insurance Program (NFIP), but coverage is limited. For example, it is capped at $500,000 for commercial 



structures and applies to neither lost business income nor loss of rents. Although we expect complete loss 

of a building to be unlikely, all affected properties in our portfolio are worth substantially more than 

$500,000, and losses could exceed the cap.  

 

We expect our risk management and mitigation strategies (described next) to sufficiently counter 

flood-related risk, we can offer no assurances that our expectation is correct. Should our understanding, 

assessment or projection of these risks be inaccurate, our results of operations may be materially impacted 

in a negative way.   

 

 Description of climate change risk exposure analysis, degree of systematic portfolio 

exposure, and strategies for mitigating risks 

 

The impacts of climate change may be widespread and profound. When identifying potential risks, 

we assume that global average temperatures will increase by two degrees Celsius by 2050 and by three 

degrees Celsius by 2100. We then assess those risks’ likely impacts on our properties and work to alleviate 

and mitigate those impacts. Risks identified are: 

 

Risk Type Potential Mechanism(s) of Impact 

Increased incidence of flooding and 

extreme weather events (especially 

blizzards and hurricanes) 

Direct 

Physical   
 Damage to buildings 

 Unexpected repair costs not covered by 

insurance 

 Increased insurance premiums 

Sea level rise Direct 

Physical  
 Damage to buildings in coastal areas 

 Reduced demand for buildings in coastal 

areas 

Increased frequency and severity of 

wildfires, heat waves, and drought 

Indirect 

Physical 
 Reduced demand for buildings in affected 

areas, especially in the lodging/resorts 

subsector 

Increased probability of forest death Indirect 

Physical 
 Reduced demand for buildings in affected 

areas, especially in the lodging/resorts 

subsector 

Increased air pollution Indirect 

Physical 
 Reduced demand for buildings in affected 

areas, especially if air quality systems are 

insufficient to mitigate pollution impacts 

Increased probability of the spread of 

insect-borne diseases 

Indirect 

Physical 
 Reduced demand for buildings in affected 

areas, especially in the lodging/resorts 

subsector 

Increased energy and water costs Financial  Reduced demand for buildings with systems 

that are either inefficient or perceived to be 

so relative to those of competitors’ buildings 

Increased and more stringent 

regulations for both building 

infrastructure and utility use 

Financial  Increased compliance costs 

 Reduced demand for buildings with systems 

that are either inefficient or perceived to be 

so relative to those of competitors’ buildings 

 

Many of these impacts are likely to affect our portfolio, either directly or indirectly. Risks 

categorized above as physical (either direct or indirect) will likely also have financial impacts on our results 

of operations. To mitigate the effects of sea level rise, for example, we must either invest in property 

improvements or consider selling properties at a value that may be lower than if that risk were not present. 

 Year Ended December 31,  

Metric 2013 2014 2015 

Area of properties located in FEMA SFHA or foreign equivalent (in thousands 

of ft2): office  
680 613  613 

Area of properties located in FEMA SFHA or foreign equivalent (in thousands 

of ft2): lodging/resorts 
2,324 2,010 2,010 



Furthermore, we cannot mitigate all the risks to our properties ourselves. Increased sea level rise may make 

certain coastal areas unattractive to tourists and, in turn, lodging/resorts operators. Even if our buildings are 

resilient to the impacts of higher sea levels, the areas in which they are located may not be. Local 

infrastructure and economic activity may deteriorate, further reducing the appeal of the area to visitors.  

  

Water scarcity, increased flooding risk, and increased risk of wildfires and extreme weather are 

already materializing in some parts of the world, and are likely to affect our portfolio properties in the next 

five to seven years. Increased energy and water costs and increased and more stringent regulations are 

likely to affect our portfolio properties in the next five to fifteen years. The increased probability of the 

spread of insect-borne diseases is likely to affect areas in which our properties are located in the next ten to 

fourteen years, and sea level rise is likely to affect our properties in the next thirteen to forty-four years.  

 

 Increased probability of flooding and extreme weather events, increased and more stringent 

building regulations, and higher sea levels are the impacts most likely to directly affect our properties. The 

other risks are more likely to affect Rosebridge by making certain locations less attractive to tenants and/or 

less viable for their current uses. For example, increased frequency and severity of wildfires may reduce 

demand for lodging/resorts properties in affected areas. Increased probability of the spread of insect-borne 

diseases is likely to similarly affect our operations.  

 

 Overall, these risks are more likely to affect properties in the lodging/resorts subsector than those 

in the office subsector because of the disproportionately higher energy and water consumption of 

lodging/resorts properties, the fact that many of them are located in coastal areas, and potential reduction in 

the appeal of tourism in affected areas. Office properties may be more affected by the risk of increased air 

pollution, but this risk is generally more feasible to cost-effectively mitigate through indoor air quality 

management systems. 

 

 We employ both alleviation and adaptation strategies to mitigate climate-change related risk.  

 

 We insure all properties at moderate or greater risk of being affected by a flood, hurricane, or 

blizzard against such occurrences. We expect the premiums on these policies to increase with time, thereby 

increasing our operating costs. We may or may not be able to pass these costs onto tenants in the form of 

increased rental rates. To the extent that these premiums rise more quickly or to higher levels than we 

anticipate, we are likely to experience more difficulty in recovering the associated costs. If these costs rise 

substantially, and we are unable to recover them, our results of operations may be materially, negatively 

impacted.  

 

 For properties located in FEMA SFHAs or the foreign equivalent, we have installed, or will have 

installed by the end of 2016, the following: 

 Flood shields with two feet of coverage. 

 Passive barriers that automatically deploy based on water pressure to protect certain 

building features, such as external stairwells leading to basements or other entrances. 

 Polished concrete flooring in basements, which, when properly installed and 

maintained, does not need to be replaced after a flood, thereby helping to reduce 

possible repair costs. 

 Building sealants and impermeable membranes to prevent floodwater from 

penetrating walls. 

We have also moved, or will move by the end of 2016, all electrical equipment and generators above flood 

level. 

 

 We conduct regular checks and preventive maintenance on all building infrastructure systems to 

help ensure they work as designed in the event of a flood or extreme weather. These checks cover the 

features listed above as well as all other parts of the building seal, including the roof. In areas prone to 

hurricanes, we anchor roofs to increase buildings’ strength and integrity in high-wind conditions. These 

checks also cover the surrounding landscapes to identify potential hazards, often trees. In some cases, trees 

are removed to reduce risk.   

 



 Increased water and energy costs may reduce tenant demand; however, we expect our operations 

to be affected similarly to those of our competitors. Our efficiency, conservation and lease structuring 

efforts are ongoing, and we believe they effectively mitigate this risk. Still, it is possible that tenants may 

find the resulting reductions in energy costs insufficient and choose to rent space from other providers. To 

the extent that this risk is larger than we estimate, our financial results may be impacted in a materially 

negative way.   

 

 It is unclear to what extent climate-related regulation will affect our operations in the short to 

medium term. In the long term, we expect such regulation to expand in scope and intensify in stringency. 

As carbon pricing regulations are enacted, energy prices will likely rise. Water prices may also rise due to 

increased scarcity. In some locations, particularly those prone to flooding and extreme weather events, we 

also expect building codes to require more resilient structures. We carefully monitor potential regulatory 

changes in all the areas in which we operate and plan to operate within the next five years. As of the time of 

this filing, we believe the conservation, efficiency, and resilience programs we have in place are sufficient 

to mitigate regulatory risk to our financial results. However, the regulatory environment may change 

substantially; additionally, we must respond to policy decisions made by others and do so in a timely 

matter. If regulations change more quickly than we anticipate, our measures may prove insufficient, and 

our results of operations may be materially impacted in a negative direction.  

 

When determining whether to acquire or dispose of properties, we assess relevant risks related to 

climate change, including those with direct physical, indirect physical, and financial impacts.  

 

We can offer no general assurances that our measures to mitigate climate-change related risk, be 

they alleviation or adaptation strategies, will eliminate or effectively reduce either physical or financial 

risks to our operations. Individually or collectively, these risks could result in impacts that affect our 

financial results in a materially negative way.  

 

 



Table 1. Summary of Quantitative Accounting Metrics  

 Year Ended December 31,  

Disclosure Topic   2013 2014 2015 

Energy Management  

Energy consumption data coverage: office 64% 67% 67% 

Energy consumption data coverage: lodging/resorts 48% 52% 53% 

Total energy consumed: office (in thousands of gigajoules) 2,341 2,295 2,206 

Total energy consumed: lodging/resorts (in thousands of gigajoules) 1,402 1,387 1,346 

Percentage grid electricity: office 97% 97% 97% 

Percentage grid electricity: lodging/resorts 98% 98% 98% 

Percentage renewable: office 3% 3% 3% 

Percentage renewable: lodging/resorts 2% 2% 2% 

Like-for-like change in energy consumption of portfolio area with data 

coverage: office 
-5% -2% -4% 

Like-for-like change in energy consumption of portfolio area with data 

coverage: lodging/resorts 
-4% -1% -3% 

Normalized like-for-like change in energy consumption of portfolio area with 

data coverage: office 
-7% -2% -5% 

Normalized like-for-like change in energy consumption of portfolio area with 

data coverage: lodging/resorts 
-6% -3% -5% 

Percentage of eligible portfolio that has obtained an energy rating: office 68% 68% 68% 

Percentage of eligible portfolio that has obtained an energy rating: 

lodging/resorts 
27% 27% 29% 

Percentage of eligible portfolio certified to ENERGY STAR: office 4% 4% 4% 

Percentage of eligible portfolio certified to ENERGY STAR: lodging/resorts 3% 3% 3% 

 
Water withdrawal data coverage: office  39%         39%   39% 

     Percentage in regions with High or Extremely High Baseline Water Stress        41%    42%   42% 

Water Management  

Water withdrawal data coverage: lodging/resorts 43%   45%   45% 

     Percentage in regions with High or Extremely High Baseline Water Stress 50%   52%   54% 

Total water withdrawn: office (in thousands of cubic meters) 2,016 1,816 1,666 

     Percentage in regions with High or Extremely High Baseline Water Stress  8% 8% 9% 

Total water withdrawn: lodging/resorts (in thousands of cubic meters) 6,263 5,694 5,176 

     Percentage in regions with High or Extremely High Baseline Water Stress 14% 16% 16% 



Table 1. Summary of Quantitative Accounting Metrics  

 Year Ended December 31,  

Disclosure Topic   2013 2014 2015 

Like-for-like change in water withdrawn of portfolio area with data coverage: 

office 
-6% -10% -8% 

Like-for-like change in water withdrawn of portfolio area with data coverage: 

lodging/resorts 
-12% -9% -9% 

Normalized like-for-like change in water withdrawn of portfolio area with 

data coverage: office 
-9% -11% -10% 

Normalized like-for-like change in water withdrawn of portfolio area with 

data coverage: lodging/resorts 
-14% -9% -10% 

Management of Tenant 

Sustainability Impacts  

Percentage of new leases that contain a cost-recovery clause for resource 

efficiency related capital improvements: office 
     100% 100% 100% 

     Leased floor area: office (in thousands of ft2)      4,120       3,013 4,077 

Percentage of new leases that contain a cost-recovery clause for resource 

efficiency related capital improvements: lodging/resorts 
     100% 100% 100% 

     Leased floor area: office (in thousands of ft2)      3,011 3,015 2,500 

Percentage of leases in effect on the last day of the fiscal year that contain a 

cost-recovery clause for resource efficiency related capital improvements: 

office 

      44% 45% 49% 

Percentage of leases in effect on the last day of the fiscal year that contain a 

cost-recovery clause for resource efficiency related capital improvements: 

lodging/resorts 

      28% 30% 31% 

Percentage of tenants that are separately metered or submetered for grid 

electricity: office 
      92% 92% 92% 

Percentage of tenants that are separately metered or submetered for grid 

electricity: lodging/resorts 
      37% 37% 37% 

Percentage of tenants that are separately metered or submetered for water 

withdrawals: office 
     100% 100% 100% 

Percentage of tenants that are separately metered or submetered for water 

withdrawals: lodging/resorts 
     100% 100% 100% 

Climate Change Adaptation 

Area of properties located in FEMA SFHA or foreign equivalent (in 

thousands of ft2): office 
      680 613 613 

Area of properties located in FEMA SFHA or foreign equivalent (in 

thousands of ft2): lodging/resorts 
     2,324 2,010 2,010 

  
 

 
  



*Note: we lease to hotel operators. Occupancy rate here refers to the rate generally used by operators to indicate the share of rooms occupied; it does not refer to 

the share of our lodging/resorts properties that are currently occupied by tenants/operators.   

Table 2. Activity Metrics Year Ended December 31,  

Metric 2012 2013 2014 

Number of assets: office 39 39      39 

Number of assets: lodging/resorts 26 26      26 

Leasable floor area (in thousands of ft2): office 17,000 17,000   17,000 

Leasable floor area (in thousands of ft2): lodging/resorts 21,125 21,125 21,125 

Percentage of indirectly managed assets: office 0% 0%      0% 

Percentage of indirectly managed assets: lodging/resorts 0% 0%      0% 

Average occupancy rate: office 14% 12%     12% 

Average occupancy rate: lodging/resorts 73% 77%     77% 

    


