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This article describes the scope and benefits of national Cheaper Cost of Capital, Insurance, 
Construction, Operations & Sustainability for Underwritten green buildings and LEED 
Neighborhood Development (ND): 
 

• How are cheaper cost of capital & insurance provided? 
• What green building attributes increase cash flow? 
• How do LEED credits reduce product toxicity and ensure safe drinking water and 

receiving waters? 
• What LEED credits ensure leadership environmental / health product declarations 

(EPD/HPD) improving public health and environment? 
• What LEED credits prevent Lacey Act criminal prosecution of owners / developers for 

illegally logged wood? 
• What LEED credit reduces construction and operating costs and risk? 
• How can we achieve regenerative LEED ND projects for climate change?  

 
 

Whatʼs LEED NDʼs Financing Need in the World After the Credit Crisis? 
Additional National Green Building Financing is a top US priority.   
 
National green building financing / green building securities 
launched in September 2012 by Citi, TIAA-CREF (a $600B investor), 
the States, and the Capital Markets Partnership are causing: 
 

• A $1 trillion private sector stimulus, adding 800,000 new 
jobs and $400B in new wages 

• 30 year profitable business models for Wall Street and the 
building industry, the worldʼs largest 

• Reduction of 6 gigatons of climate pollution / 4 million US green buildings needed to stop 
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Irreversible and unmanageable climate damages which must be done in the next several 
years as calculated by the State of California, IPCC Scientists, NASA, and Harvard in 
peer-reviewed Wall Street due diligence released at the NYSE.   
 
Although difficult to focus on due to its complexity and unthinkable consequences, 
Irreversibility and "conservation of natural resources is the fundamental problem.  Unless 
we solve that problem it will avail us little to solve all others" (Teddy Roosevelt).  
 

The due diligence also documented with national statistically valid data that green buildings: 
 

• Are more profitable, less risky & preferred by 
investors 

• Have highest rents, occupancy, and valuation 
 
The credit crisis put the brakes on green building financing, 
despite the substantial market demand and progress for 
example: 
 

• Green building market penetration is over 40% for 
new construction and retrofits reported by McGraw-
Hill, and green homes are over 90% of the new 
home market (National Green Building Financing White Paper 2012). 

• Obsolescence from green buildings is the biggest risk to conventional real estate reported 
by Deutsche Bank and Wells Fargo (Id.)  

• Investors with over $70 trillion in assets under management are want to buy green 
building bonds (National Green Building Financing Launch event NYC Sept. 28, 2012) 

 
Cheaper Cost of Capital, Insurance, Construction, Operations & Sustainability can restart 
financing by capturing added green building value through the appraisal with the Model Green 
Building Valuation Scope of Service.   
  
The credit crisis and the fact that green buildings are a collection of disruptive technologies 
created challenges in capturing added green building value in the traditional ways recognized by 
the market. 
 
However, recognition of this added value is occurring through green building securities.  These 
are bonds backed by 100% green building mortgages or loans, and through Cheaper Cost of 
Capital, Insurance, Construction, Operations & Sustainability for green homes and buildings with 
the Model Valuation Scopes. 
 
The Scopes were created by The Appraisal Institute and Capital Markets Partnership at the 
suggestion of leading banks with identified resources allowing competent appraisers to develop 
the added value with financial institutions, owners and developers. 
 
The added value of green buildings can be captured by achieving the following LEED Credits: 
 

• ANSI Integrative Process 
• FSC Certified Wood  
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• SMaRT Certified Sustainable Products 
• Life cycle assessment pilot  
• Environmental / Health product declaration  
• Green Infrastructure in Buildings (GIB) Credit 13: Infrastructure Energy Efficiency 
• GIB Credit 15:  Recycled Content in Infrastructure 

 
 

How is the Market Determining Added Green Building Value? 
Value is being developed by green building securities and green appraisals. 
 
Securitization is determining added value by responding to investor demand and pricing of green 
building bonds.  The business case for green building securities is very well defined and 
released at the NYSE in peer reviewed Wall Street due diligence comprised of over 30 reports, 
consensus standards, investor surveys, including underwriting standards launched with 
JPMorgan and Wells Fargo, unanimously approved, and market tested by JPMorgan, Jones 
Lang LaSalle, CBRE, Transwestern, and Comercia Bank. 
 
Further, the due diligence and underwriting standards were reviewed at national public meetings 
at Federal Reserve offices sponsored by Home Depot, Federal Home Loan Banks, US Green 
Building Council and Capital Markets Partnership.  The Federal Reserve Board and Treasury 
reviewed the due diligence and concurred in the added value. 
 
Further corroborating added green building value is Firemanʼs Fundʼs improved loss ratios for its 
green building insurance portfolio and the resulting 5% discounted green building policy cost. 
 
The credit rating agencies agreed to rate green building securities where the issuer places 
underwriting Green Value Scores on each property covered by the bond to meet the following 
national green building financing requirements of the Federal Housing Finance Agency, Office of 
the Comptroller of the Currency, Federal Trade Commission, and Attorneys General: 
 

• respect existing lien priorities 
• conduct prudent underwriting 
• protect consumer interests 
• provide accurate and not misleading communications prepared by qualified professionals  

 
The rating agencies, JPMorgan, Citi, Bank of New York Mellon, and Cadwalader agreed on the 
path forward for higher ratings by aligning underwriting green value scores with the 10 economic 
factors the agencies, investment banks, and appraisal community use to value buildings, 
especially net operating income.  
 
The due diligence and underwriting standards released at the NYSE were incorporated as a 
resource in the Model Appraisal Scopes.  The Scopes and resulting appraisal developing added 
green building value for individual projects, are the second way the market is determining green 
building value by examining attributes that can increase cash flow such as: 
 

• Energy efficiency 
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• Onsite renewable power 
• Commissioning 
• Proximity to transit 
• Integrative process 
• Improved indoor air quality 
• Climate neutral operations 

 
 

How Do You Capture Green Building Added Value in the Appraisal? 
The Model Green Valuation Scope of Services do not create any new ways of developing value.  
They specify that the appraiser must be competent to develop green building value.   
 
To that end, the Green Building Underwriting Standards which are resources in the Model 
Scopes, require that either an environmental or LEED professional must execute a legally 
binding certification that the Green Value Score awarded is accurate, not misleading, and 
qualified professionals were used.   
 
Importantly, the Scope for commercial buildings identifies resources including a national data 
base of 120,000 green buildings that can access energy efficiency comparables in the same zip 
code for the green building being appraised. 
 
Cheaper Cost of Capital is an option since mortgage and bond purchasers will receive a higher 
value mortgage and bond.  For example, a $20,000 increase in appraised value each for 100 
green mortgages at $220,000 appraised value means the bond backed by these mortgages 
has $20M in added value.  Experience in green bond sales shows demand for well-structured 
green bonds could make them a lower-cost option for issuers, with increased yields to investors, 
in a high growth market (Green Real Estate Securities Market Transition, Green Securities LLC, Jan. 2013). 
 
 

Responding to the Heightened Need to Reduce Toxicity in Products:   
SMaRT / FSC Sustainable Products for Multiple LEED Credits 

The National Wildlife Federation (NWF) and EPA identified certain plastic piping in buildings and 
communities as an imminent hazard to public health through leaching of toxic chemicals into 
drinking water.  The same piping used for wastewater causes the same problem to public health 
and environment in receiving waters. 
 
Sustainable infrastructure is an important part of LEED ND.  Ensuring 
that products protect public health and environment is made much easier 
by consensus third party product standards and labels earning LEED 
credit.  This public health and environmental protection is ensured since 
“important principles must be inflexible” (A. Lincoln). 
 
As identified in NWFʼs Toxin Free Piping Brochure, the SMaRT LEED 
Certified Sustainable Product Credit provides toxin free products and infrastructure by its: 
 

• Stockholm Treaty Toxic Chemical Ban of over 30 chemicals over the supply chain / at all 
product stages including dioxin 
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• Limiting over 200 known and probable carcinogens from products over their life cycle 
including through step-wise approaches through an adopted Carcinogen Policy 

• Inventory of 3,000 human and ecologically toxic chemicals over the product life cycle from 
the expanded EPA TRACI life cycle list and credit for up to 100% reductions or avoidance 
at manufacturing and supplier facilities 

• Leadership environmental / health product declaration (EPD/HPD) for LEED credit 
avoiding greenwash EPDs by accurately addressing at all product stages climate change, 
toxicity, and 11 other important impacts  

 
LEED working with Google has heightened the opportunities to 
reduce toxicity in products.	  

LEED SMaRT and FSC Certified Wood leadership credits also 
provide building owners and developers with defenses to 
Lacey Act strict criminal liability for the purchase of illegally 
logged wood from anywhere in the world.  Lacey makes a violation of US or foreign law 
anywhere in the global supply chain, a strict liability criminal violation even if the wood purchaser 
including building owners and developers, are not at fault.    
 
Gibson Guitar and Lumber Liquidators were recently prosecuted by the Justice Department 
costing the company millions of dollars in fines, seized wood products, legal fees and brand 
destruction.  Lacey violations have also resulted in incarceration of corporate employees. 
 
The Lacey Act requires protection of the global forest environment from illegal logging and 
deforestation, and SMaRT and FSC are means to ensure that protection helping owners and 
developers achieve Laceyʼs due care and innocent owner defenses from criminal prosecution 
and product seizure as contraband (Lacey Due Care Consensus Standard). 
 
 
Pulling it All Together Starting at Pre-design:  ANSI Integrative Process for 

LEED Credit & the Opportunity for Regeneration 
What is the LEED Integrative Process (IP) Credit and how does it pull together the entire design, 
construction / retrofit and operation processes?  The ANSI 2.0 IP American National Standard 
LEED Credit guides and restructures the highly inefficient linear design and construction process 
into one where all of the key parties including the owner / developer are brought together in 
research and analysis as well as project decision workshops at the pre-design and other 
important stages.  These points of interaction allow the team to design and engage a process of 
identifying synergies between building, land, community, and operating systems.   
 
This is more than a process of simply coordinating building systems, technologies, and people.  
It serves to identify scenarios and relationships before concept and schematic design begin.  It 
provides time to question assumptions and to identify the purpose and real role of these systems 
in order to find redundancies and synergies, thus reducing cost and increasing benefit and 
performance. 
 
How much can IP reduce construction and operating costs and risk?  IP has saved a substantial 
amount for many projects resulting in financial institutions recommending that IP be a condition 
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of financing.  The Navy documented that IP reduces change orders by about 90% which equates 
to about a one to two percent reduction in construction costs.  IP saves even more on operating 
costs. 
 
Some IP projects have saved more on construction costs than the Navyʼs experience of 1-2%, 
by using highly efficient products that cost more like energy efficient windows, and through IP 
workshops eliminated perimeter heating, ductwork, and downsized HVAC systems resulting in 
about a 30% reduction in construction costs (ULI/CMP IP Education Curriculum 2012). 
 
Firemanʼs Fundʼs IP Risk Reduction Statement recognizes that IP reduces risk in construction 
and design through better communication and management of new green building technologies. 
 
Why is IP an attribute that can increase cash flow in the Appraisal Model Scopes and 
Underwriting Standards?  For the preceding reasons, IP is recognized in these documents and 
LEED. 

 
Why does IP need to be part of the construction contract with the owner / developer?  Everyone 
says they do IP but this is not usually the case as documented in the ANSI Standard, which is 

why the LEED V4 IP credit uses the ANSI Standard as the Reference Standard and the 
Standard states that in order to be effective, IP must be incorporated into the Ownerʼs 
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construction contracts.  
 

What are the best first steps for climate change regeneration including life cycle impacts of 
products and building operations over the design life?  The best first steps are derived from early 
energy modeling simulations and analysis of building products over the total period of building 
life and their life cycle.  This assures the total climate pollution amount for the building and 
products is offset with Green-e Power, which can include renewable energy credits.  The 2030 
Product Challenge / SMaRT Environmental Products Declaration identify these product life cycle 
climate pollution reductions. 
 
The design analysis process is critically important to ensure that irreversible and unmanageable 
climate damages are avoided by exceeding the needed 18 gigaton climate pollution reduction 
globally / 12 million green buildings required over the next five years (2013 Updated Wall Street Due 
Diligence With Leading Economists).  National green building financing is expected to spread from the 
US to Canada, Australia, UK, and India through the established real estate capital markets.  
Indiaʼs secondary market is emerging and green buildings have substantial traction in all of 
these markets. 
 
Climate pollution reductions are best achieved through IP.  For the best effect and lowest cost, 
the analysis and strategies for design response must be addressed in the IP pre-design 
workshop, including design features, product selection based on life cycle EPD/HPD carbon 
footprints required of manufacturers, onsite green power, climate neutral operations, increased 
vegetation use, green roofs, and purchase of Green-e carbon offsets. 
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Integrative Process also sets the stage for even deeper effect on the integration of human 
activity with natural systems by shifting humans from an approach that only addresses damage 
mitigation, to the “other half of sustainability”:  engaging human activity and communities in 
healing the damage to natural system functions and developing a mutually beneficial inter-
relationship with the unique nature of life in each place we inhabit.  
    

                       _____________________________________ 
 

 

	  


