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Contractors see LEED drop-off

Green design seen as too pricey now

San Francisco Business Times - by J.K. Dineen

Green building may still be all the rage, but the economic crash has tenants and
landlords backpedaling away from sustainable office construction, according to James
Jenkins, president of GCI.

The contractor has seen the percentage of projects seeking the blessing of the 4
Leadership in Environmental and Energy Design certification plummet this year, as Spencer Broun
cash-strapped tenants and landlords balk at any features that could increase costs. In Jenkins says he wants

e . . . to do sustainable
2008, GCI had $91 million in revenue, 48 percent of which was for sustainable projects “for as cheap

projects. In 2009, GCI is on track to do a projected $50 million in projects. For the as possible.”
first half of 2009, about 25 percent of $22 million in projects were sustainable. View Larger

The falloff in tenants doing sustainable projects is driven by the perception that it costs
more. To counter this, GCI recently built its new 11,000-square-foot office to LEED specification for $38 a square foot — less than the $40
to $50 a square foot most landlords are offering in tenant improvement allowances.

“We were running into potential projects and clients who said they would like to do something sustainable, but said ‘... If it costs more
than my allowance, forget it,” said Jenkins. “We wanted to show you could do something sustainable for equal to the allowance or less.”

GCI’s new space is in the CBS building at 825 Battery St. The contractor restored the old maple floors, rather than install carpeting. The
reception desk was built from old wood flooring salvaged from the Esprit warehouse. Water-saving features resulted in a 35 percent
savings. Showers were installed to encourage cycling. Almost all the furniture was reclaimed from the previous tenant, CBS MarketWatch,
or from other offices. High-performance 36-watt fixtures cut lighting costs 45 percent.

The days of tenants leasing shell space and doing their own tenant improvements are long gone. In 2006 and 2007, it was common for
build-outs to cost $90 or $100 a square foot. Jenkins said doing cheap LEED requires a shift in attitude and learning to reuse and recycle.

“I would love to do shell space and projects from demo through completion and do them as fancy as possible,” said Jenkins. “But the
reality is, that is not the market right now and that is not where the world is headed. I am interested in doing projects like this where you
take over existing space and design (it) to meet the needs of the new tenant while practicing sustainability and getting it done for as cheap
as possible.”

Jenkins said 2010 may be slightly better in terms of major LEED projects. GCI has started pre-construction on a 65,000-square-foot
LEED space at 275 Battery St. for the law firm Squire Sanders Dempsey. The contractor is also on the 370 Third St. team, which has been
shorted-listed by the EPA for a new 350,000-square-foot headquarters.

David Hayes, president of Skyline Construction — another contractor that grew rapidly with high-end LEED build-outs in 2007 and 2008
— said the industry would continue to suffer from tenants choosing free rent rather than money to build out their office space.

“My biggest fear is that there is a pattern developing where tenants take free rent and keep space as is — I see that as a trend that is going
to continue,” said Hayes. “For now, it’s all about cutting costs.”
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