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CBAM - Justanother tax
- or a hidden opportunity?

BY STEVEN GODFREY

9
)

UK & EU CBAM - Navigating the UK & EU Carbon
Border Adjustment Mechanism

The EU has implemented a carbon border tax on the importation of certain goods into the EU. Importers
are required to report the embedded carbon emissions of that shipment, and pay a carbon tax called CBAM.
This document is a brief discussion of what CBAM is - and what do about it.
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WHAT IS CBAM?

Certain types of products are ‘carbon-intensive’ to
manufacture, i.e. a lot of carbon is released into the
atmosphere during the manufacturing process (termed
‘embedded’ or ‘embodied’ carbon). Such products include iron/
steel, aluminium, cement, fertilisers, electricity and hydrogen.

Additional carbon dioxide in the atmosphere accelerates
global warming, so for many years EU-based manufacturers
of the above products have been subject to a compliance
penalty, under the EU Emissions Trading Scheme (EU ETS).
Although technically not a tax, the purpose of the EU ETS

is - unsurprisingly - to incentivise a transition towards lower-
carbon manufacturing processes.

However — the EU does not operate in isolation. Many non-EU
countries also manufacture the same products, and many of
these domiciles have no domestic carbon tax. That makes
EU manufacturers vulnerable to competition from cheaper
imports, or domestic producers ‘offshoring’ their production
facilities — often termed ‘carbon leakage'.

To protect domestic manufacturers against these cheap, less
regulated imports, in October 2023 the EU put in place the
first ever carbon border tax, known as CBAM (‘Carbon Border
Adjustment Mechanism’). Importers of certain products must
pay an additional tax. Directly linked to EU ETS, the tariff
applied is taken from the EUA carbon price.

The intention is to ‘level the playing field’, ensuring that:

* EU producers are protected against offshoring, leakage,
and cheap imports;

* Producers in the EU and elsewhere are incentivised to cut
emissions;

+ Other domiciles are encouraged to implement their own
carbon reduction/pricing initiatives.

What products does EU CBAM apply to?

EU CBAM goods are identified by their Combined
Nomenclature (CN) code, which is the EU’'s customs and trade
statistics classification system. CN codes are in turn based
upon global Harmonized System (HS) nomenclature, range
between 4 and 8 digits, and are shown in Table 1 of Annex | to
Regulation (EU) 2023/956. If the CN code of the imported good
falls within the list of goods in Annex | of the CBAM Regulation,
a CBAM reporting obligation is triggered.

EU CBAM goods are based upon the eligible material content
of goods covered by that CN code. This takes the form of a
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disclosure of SEEg — Specific Embedded Emissions for these
goods.

By 2030, EU CBAM will be gradually extended to all sectors
covered by the EU ETS. Experience gained from EU ETS
suggests that the list of EU CBAM products is likely to grow
beyond that over time.

Independent verification is a cornerstone of EU CBAM and
follows the EU ETS requirements and rules.

Timings

From 1st Oct 2023 to end Dec 2025, the only obligation placed
upon importers of EU CBAM goods is the requirement to
submit quarterly reports detailing the embedded carbon of

all EU CBAM goods ‘released to the market' (i.e. cleared by
customs) during that quarter — i.e. no tax is payable. Termed
the ‘Transitional Phase’, this period is intended to serve as a
learning period for all stakeholders.

On 1st Jan 2026 the ‘Definitive Phase’ begins. Each importer
of EU CBAM goods (or their Authorised CBAM Declarant) must
submit annual CBAM reports and CBAM tax becomes payable
thereon. The tax obligation is satisfied by purchasing and
surrendering the appropriate quantity of CBAM certificates,
the price of which will be equal to the price of emissions
allowances traded on the EU ETS in the previous week.

MRV requirements (Monitor, Report, Verify)

In order to make an EU CBAM declaration, the importer or their
representative (‘CBAM Declarant’) will require embodied carbon
data from manufacturers. Providing this data will start with
stringent chain-of-custody tracking to identify the country of
origin of each shipment of precursor or feedstock. The method
of production of each product type must also be recorded,
along with an assessment of the boundaries of that production
process and the carbon emissions therefrom.

The data calculation will be based upon the mass of the EU
CBAM product within the semi-finished or finished product, the
embodied carbon in precursor materials or feedstock, minus
any carbon tax already paid in the producer's home country.

To meet the above requirements, producers must put in place
arobust and documented MRV system that incorporates

data sources from the ‘goods in’ bay through to outbound
shipments. Needless to say, that MRV system should be
capable of providing accurate, timely and verifiable carbon data.
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Potential problems for UK manufacturers/exporters

* Fines are payable for under-reporting a CBAM declaration
(€10 to €50 per tonne of unreported emissions) - over-
reporting will result in excess tax been unnecessarily paid;

+ Due to the punitive costs of non-compliance, EU importers
will naturally shun suppliers unable to provide the necessary
embedded carbon data for their products;

+ All the above will place a large additional burden on UK
exporters, most of whom are unlikely to have the necessary
technical expertise (or manpower) to cope;

+ From 1st January 2026 it is required that the data be verified
by an accredited independent third-party;

+ Up to 30th June 2024, importers who hadn't received usable
data from their supplier were permitted to report based upon
default figures. This derogation no longer applies;

+ Once UK CBAM becomes effective, UK manufacturers
who both import UK CBAM products and export EU CBAM
products will face particularly challenging and complex
reporting obligations.

What are the cost implications?

The two most immediate are:

* The cost of the CBAM tax itself — although this cost is
nominally borne by the importer, will it be passed back down
the supply chain?

* The cost to the producer in providing the importer with
accurate data about embedded carbon emissions for each
product, production method, etc.

Is the UK implementing a CBAM?

Yes, starting on Jan 1st 2027. Full legislation is yet to be
announced, but a list of UK CBAM goods can be found in
Annex B of the government consultation response.
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Potential opportunities for UK manufacturers/exporters
EU CBAM and UK CBAM are not selective tariffs targeted at
a particular country of manufacture but will be universally
applied.

Producers can therefore gain a competitive advantage by:
+ Becoming the importer's preferred supplier by producing
timely and accurate emissions data;

* The intelligent matching of source product stocks with export
destination, in order to minimise the eventual tariff;

* Incorporating considerations such as CN nomenclature,
source material types and/or countries of origin into product
design decisions.

Auditel can help with all the above.

What should UK manufacturers/exporters do now?

Unlike EU CBAM, UK CBAM will not have a ‘bedding in’ period
during which producers can ‘learn on the job’ how to produce
accurate, timely data. In addition - EU CBAM's ‘Definitive Phase’
requires the importer to make an annual declaration. UK CBAM
will require quarterly reporting.

UK CBAM's tighter reporting regime requires producers to make
adequate preparations long beforehand, allowing time to iron
out any problems or gaps in data well in advance. In cases
where UK manufacturers import from non-EU sources and
export to the EU in tandem — advance preparation is vital.
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Auditel's CBAM Maturity Model
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How can Auditel help?

CBAM is one instance wherein it is important not just to do the
right things — but to do them in the correct order. Because of
this, Auditel have drawn upon its considerable experience in the
field of greenhouse gas/carbon emissions measurement and
reporting to develop a proprietary ‘CBAM Maturity Model’. This is
designed to take our CBAM client through each of the necessary
stages, in the correct order.

The end goal is not mere compliance — if implemented correctly
it will result in an accurate but optimised tariff. In that way, CBAM
can become a point of difference with your peers. Put simply — if
your competitors are not as proficient at managing, reporting
and reducing carbon as you are, an irksome additional tax can
become a competitive advantage.
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PAS 2080:2023 — AN OPPORTUNITY OR A BARRIER TO YOUR BUSINESS?

Decarbonising the Construction
Industry: The Growing Importance
of PAS 2080 Compliance

BY MICHAEL COLLETT AND RICHARD SMITH

According to a report in 2021, titled “Infrastructure for Climate Action”,
the built environment is responsible for 79% of the world's greenhouse
gas emissions. The report was co-published by UNOPS, the

UN Environment Programme (UNEP) and the University of Oxford.
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The construction industry is under increasing pressure

to decarbonise as regulatory requirements and industry
expectations drive businesses toward sustainable practices.
One of the most significant developments in this transition
is PAS 2080:2023, the global standard for whole-life carbon
management in the built environment.

The Department for Transport announced it to be best practice
for business cases and Local Authorities now require a Carbon
Management Strategy (which follows the PAS2080 framework)
for Major Road Network, Large Local Majors and Retained
Local Growth Fund schemes.

With major players such as National Highways, mandating PAS
2080 compliance for all Tier 1 and Tier 2 contractors by the end
of 2025, businesses that fail to achieve certification risk losing
key contracts and revenue streams. Compliance is no longer
just an option - it is becoming a necessity.

In this article we explore what PAS 2080:2023 means for

businesses; why compliance is critical and how Auditel, a
leading carbon and procurement advisory firm, is helping
companies navigate this transition efficiently.
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WHY PAS 2080 COMPLIANCE IS A BUSINESS IMPERATIVE

The UK construction industry is a major contributor to carbon
emissions, both directly and indirectly. With the government'’s
legally binding Net Zero 2050 target, businesses must now
measure, manage and reduce their carbon footprints at both
organisational level and across every stage of a project that they
are involved in.

Historically, carbon reduction in construction has been
fragmented, with many companies focusing only on operational
emissions rather than considering the entire lifecycle impact

of their projects. PAS 2080:2023 changes this approach

by introducing a systematic method for whole-life carbon
management.

By requiring businesses to assess emissions from design to
decommissioning, PAS 2080 pushes the industry toward a more
holistic and responsible approach to sustainability.

For contractors, architects and suppliers, this represents a
fundamental shift, demanding sustainable design, low-carbon
materials and energy-efficient construction as standard
practices. The businesses that adapt quickly will secure a
competitive edge, while those that delay risk being left behind.
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THE BUSINESS BENEFITS OF PAS 2080 COMPLIANCE
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While achieving PAS 2080 certification requires organisational change, process alignment and rigorous carbon measurement,

it also provides significant advantages:

1. Access to Key Contracts
+ National Highways require all Tier 1 and Tier 2 contractors
to be PAS 2080 certified by 2025.

+ Compliance is becoming a mandatory requirement for
public sector and major infrastructure projects.

+ Leading developers and construction firms are prioritising
PAS 2080-certified suppliers, creating new business
opportunities for compliant companies.

2. Regulatory Readiness
+ Climate-related regulations are tightening and businesses

that act early will avoid costly last-minute compliance efforts.

* The UK government and industry bodies are actively
incentivising sustainability, meaning companies that
implement PAS 2080 early will be in a stronger position for
future regulatory changes.

+ Many private sector clients are also introducing their own

carbon reporting and reduction mandates, making PAS 2080

a valuable asset in negotiations and tenders.

HOW TO ACHIEVE PAS 2080 COMPLIANCE

3. Competitive Advantage & Brand Reputation
+ Sustainability leadership is a key factor for clients,
investors and stakeholders.

+ PAS 2080 certification enhances brand credibility and
market differentiation.

« Companies that proactively address carbon reduction
are more attractive to investors and partners looking for
sustainable long-term relationships.

4. Cost Savings & Operational Efficiency
+ Low-carbon procurement strategies help reduce costs,
improve efficiency and minimise waste.

+ Lowering carbon emissions often results in energy
savings and long-term financial benefits.

+ Many low-carbon solutions—such as modular
construction and circular economy principles—reduce
material costs while improving project timelines.

Achieving PAS 2080:2023 certification is not just about tracking emissions—it requires a strategic approach to sustainability across

supply chains, projects and internal operations.

To align with PAS 2080, businesses must:

+ Establish carbon leadership within their organisation.

* Develop clear carbon measurement and reduction
strategies for every project.

+ Implement robust carbon accounting and reporting systems.

« Embed sustainability into procurement decisions.
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* Train employees and stakeholders to drive cultural change.

+ Collaborate with other members of the value chain to share
knowledge and drive down carbon emissions.

For many companies, the complexity of PAS 2080 compliance

can be overwhelming. This is where expert guidance makes a
significant difference.
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AUDITELS PAS 2080 COMPLIANCE FRAMEWORK

Auditel, a leading consultancy specialising in carbon With strong relationships with leading certification bodies
management, cost reduction and procurement strategy, is such as NQA and BSI, Auditel provides businesses with the
helping construction firms, architects and suppliers achieve expertise and structured framework needed to navigate PAS
PAS 2080 certification efficiently and effectively. 2080 compliance seamlessly.

A 7-Step Roadmap to Certification

01. PAS 2080 Workshop / 02. Compliance Assessment Workshop

+ 1 day on site & * In-depth assessment of current PAS

+ Training in PAS 2080 — (main focus) “ L) \ 2080 compliance status

+ Preliminary Compliance Assessment — P | -’ « Identification of current processes,
high level, verbal assessment \l documentation and sources of

* Leads to steps 2-7 evidence that contribute to compliance

« Identification of additional processes,
documentation & sources of
07. Stage 2 Assessment

+ Attendance of stage 2 ‘
assessment i
« Advising, informing and

guiding verifier as needed

evidence required

* Fully costed support programme
following Workshop

03. Building the systems

(Fill the Gaps)

+ Work with client to build
sources of evidence

06. Refinement &

Stage 2 preparation
* Review Stage 1 advice A

+ Support enhancing

+ Creation of documentation
using our templates
any required sections
* Pre-Stage 2 training
workshop

+ Fortnightly project reviews
+ Facilitated Teams workshops

04. Document Carbon

Management System

+ Consolidate all policies &
processes into a single Carbon
Management System

05. Stage 1 Assessment

+ Hand holding & guidance
through stage 1 assessment
with chosen verification body

Auditel has developed a structured 7-step process that ensures A comprehensive Carbon Management System Manual is created,
businesses not only meet PAS 2080 requirements but also consolidating all policies and procedures for audit readiness.
optimise carbon management for long-term success. The

process begins with a face-to-face PAS 2080 workshop to provide  The final stages involve pre-assessment audit support, where

clarity on certification requirements and conduct a preliminary Auditel prepares businesses for the Stage 1 audit with a third-party
gap analysis. This is followed by a detailed report, outlining verifier. Any gaps or improvements identified are addressed before
compliance gaps and a roadmap for achieving full certification. the final Stage 2 assessment, ensuring successful certification.
Auditel then supports businesses in implementing key carbon This structured end-to-end support ensures businesses not only
management systems, including carbon registers, compliance meet compliance requirements but also embed sustainability
evidence documentation and low-carbon procurement policies. into their core operations.
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WHY BUSINESSES MUST ACT NOW

With the 2025 deadline fast approaching, companies that delay PAS 2080 compliance risk:
+ Losing eligibility for major contracts.

« Facing increased compliance costs due to last-minute implementation.

« Falling behind competitors who are already PAS 2080 certified.

However, businesses that act now can turn compliance into a strategic advantage, strengthening their sustainability credentials,
winning new business and improving operational efficiency.

PAS 2080 certification is not just about avoiding penalties—it's about future-proofing operations.
The companies that take the lead today will be the preferred partners of tomorrow.

FUTURE-PROOFING THE CONSTRUCTION INDUSTRY WITH PAS 2080

PAS 2080:2023 is more than just a compliance requirement—it represents a
fundamental shift in how the construction industry manages carbon emissions.

By taking proactive steps toward certification, businesses can lead
the industry forward, securing long-term success, cost savings and

a stronger market position.

For businesses looking to navigate PAS 2080 efficiently and
unlock the full benefits of whole-life carbon management,
Auditel are ready to help.
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Certified Ry auditer

Corporation
_————

BY DAVE CARTER

What you need to kndw as an SME

For a lot of businesses, sustainability comes to life in the form B Corp on the other hand puts more emphasis on behaviours,
of measuring, managing and reducing their environmental ethics, values and tying sustainability and impact'more closely
impact — through carbon footprints or regulatory reporting to the working fabric of an organisation.

requirements like ESOS, SECR and CBAM. Interested? Read on....
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WHAT IS A B CORP?

Launched in the United States in 2007, B Corporation is a
certification of social and environmental performance

and public transparency, developed and assessed by the
non-for-profit B Lab and is granted to for-profit organisations
that achieve a minimum score against a set of social and
environmental standards.

One of the most important differentiating factors of B Corp
is the ‘legal standard’ which requires applying organisations
to enshrine their commitment to B Corp in its articles of
incorporation. By imposing the legal standard, B Corp
certification ensures that companies are committed to meet
the highest standards of verified social and environmental
performance, public transparency and legal accountability
for the long term. It acts as a clear marker of a company’s
commitment to corporate social responsibility, ensuring that
its intention to become a purpose-led business is engrained
into its constitution. Companies in over 90 countries, across
150+ industries and covering more than 600,000 employees
have already achieved B Corp status and the movement is
growing — at pace.

WHY SHOULD A COMPANY BECOME A B CORP?

Whether you ascribe to the sustainability agenda as a
whole or not, individuals, consumers, businesses, wider
society and governments globally are as environmentally
aware as we have ever been in human history — and the
trend is only increasing.

We're more aware of the purchases we make, the waste
we create, the services we use, the food we consume
and both consumers and clients want to associate with
companies that are properly considering their social,
environmental and community impact.

A survey conducted by B Lab in 2020 found that 72% of
UK adults believe that businesses should have a legal
responsibility to the planet and people, in addition to the
maximisation of profits. This is already being born out in
the existing UK legal commitments to Net Zero and the
growing level of regulation increasingly impacting SME
organisations across the country.
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UK B Corp Community Growth
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After success in the United States, the B Corp initiative
launched in the UK in 2015. To date, there are around 2,300

B Corps in the UK, which is the largest single market, outside
of the US. These include a number of household names
Butternut Box, Gousto, Freddie’s Flowers, Hello Fresh, Tony's
Chocoloney, Charlie Bigham's, Rituals and Lily's Kitchen (view
a full list of B Corporations here).

Certified B Corps are a
global community ¢ &
thousands of purpose-
companles
working together g=*- to
use business as a force
"% good by measuring,

managing and improving

their social ¥ and
environmental impact.

Achieving certification demonstrates
that your company meets high
standards of verified social and
environmental performance as set out
by B Lab’s independent governing body.

B Corp Certification is a comprehensive
and transformational journey that starts
with measuring the impact of your

company 's entire operations thmugh the

&
v
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THE COMMERCIAL RATIONALE

There is strong evidence that achieving B Corp certification can
drive significant levels of commercial performance.

From B Corps initial launch in the UK in 2015, B Lab has been
tracking the performance of members. To date, UK B Corps

have reported an average revenue growth of 14% year-on-year.
Taking compound growth into consideration, this suggests that
businesses who achieved certification in 2015 would have grown
by over 300%. Certified in 2020? That'd be almost double the
revenue from the starting point. The numbers don't lie.

A Better Managed Business = A More Valuable Business

Aside from bottom line performance, there is increasing focus on
ethical businesses at an investor level for a number of reasons.

As a result of B Corp's detailed and thorough certification
process and focus on continual, evidence-based improvement,
achieving certification ticks a number of boxes for investors.

ATTRACTING AND RETAINING TALENT

With ever increasing costs of doing business, the ease of
attracting (and arguably more importantly) retaining key staff
is no longer just a nice to have, but can be a huge driver of
cost efficiency.

It is now very widely recognised that businesses are finding
it increasingly hard to find staff. A report from hiring platform
Adzuna in 2024 showed that on average, it takes a business
40-50 days to hire. What this doesn't necessarily show
however is the impact to the business whilst someone is not
in-post, nor the time and cost it takes to interview, advertise
and (potentially) engage recruiters.

In a world where Gen Z and Millennials are increasingly
dominating the workforce and with strong ties and beliefs
relating to social impact, the environment etc — doesn't it just
make sense to be a business, people are looking to work for?
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When Private Equity, Venture Capital, Angels or any other
investors look at valuing a business, there are a number of core
characteristics that come into play. Clearly, revenue and financial
metrics are front and centre but often, sidelined aspects can
significantly drive investor interest and confidence including
brand / company reputation, differentiation from competitors,
risk mitigation and importantly, the existence of strong, clear and
articulate policies, processes and governance structures that
drive operational consistency, effectiveness and efficiency.

All core traits embedded in a business through B Corp. There
are no shortage of examples of businesses who have raised
significant levels of funding whereby B Corp was a central aspect
of the company’s manifesto to current and prospective investors.

This is equally true in relation to the M&A market where B
Corps are an equally appealing asset. Examples include Nestle
acquiring a majority stake in B Corp Mindful Chef and Unilever
acquiring Pukka Herbs.

WHO CAN BECOME A B CORP?

Any UK business is eligible for B Corp certification if they

can demonstrate:

* It generates most of its revenue from trading;

* [t competes in a competitive marketplace;

* It is not a charity;

* It is not a public body or otherwise majority owned by
the state; and

+ At least 12-months of trading history.

Companies limited by shares or guarantee, community
interest companies, co-operatives and limited liability

partnerships are all able to apply.

As a rule of thumb, almost all sectors, verticals and

industries are open for B Corp certification, although, high

impact or controversial businesses and sectors (such as
tobacco, oil and gas, arms etc) will require an eligibility
review to be undertaken.

Early-stage companies like Startups may also pursue
‘Pending B Corp'’ status, designed to set a start-up on the
path to full Certification.
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STEP 1

VALIDATE

Determine whether
the business meets
the requirements to
become a B Corp.

STEP 2

COMPLETE
THE B IMPACT
ASSESSMENT
(FREE)

If a score of under
80 is achieved, work
to deliver changes
to surpass the 80
point threshold.

a B Corp?

THE LEGAL
REQUIREMENT

Engage board
members and
investors.

Revise articles
of incorporation
to align to B Corp
clauses.

STEP 4

ACHIEVE
CERTIFICATION

Sign the B Corp
Declaration of
Interdependence.
Join the club!

How does a company become

STEP 5

CONTINUAL
IMPROVEMENT &
RECERTIFICATION

Using the BIA,
create a roadmap
to improve the
business impact.
Recertify in

3 years time.

The B-Impact Assessment (BIA)

The BIA is the online evaluation tool that enables a business to
measure its impact. It comprises approximately 200 questions,
which are tailored to your business given its size and industry
vertical etc. The BIA considers five areas of impact and within
each, considers the existing level of quality / depth of impact

GOVERNANCE

Determine whether
the business meets
the requirements to
become a B Corp.

Mission & Engagement
Ethics & Transparency

Mission Lock

WORKERS

Performance
reviews, fair wages,

flexible working,
mental health
support, gender
pay gap etc.

~ Financial Security

— Health, Wellness
& Safety

— Career Development

— Engagement &
Satisfaction

~ Worker Owned

— Workforce
Development

Source: B Impact Assessment Structure

Once a business has completed / submitted the
BIA, they receive a score out of 200. The line in
the sand a business needs to surpass to qualify
/ achieve B Corp status is 80 points.
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COMMUNITY

Social impact
reporting, charitable
partnerships,
apprenticeships,
volunteering
opportunities etc.

~ Diversity, Equity &
Inclusion

~ Economic Impact

~ Civic Engagement
& Giving

~ Supply Chain
Management

~ Supply Chain
Poverty Alleviation

~ Microenterprise/
Microfranchise

~ Local Economic
Development

~ Producer Cooperative

- Designed to Give

ENVIRONMENT

Net Zero
commitment,
carbon reduction

plan, energy

efficiency, waste
minimisation etc

~ Environmental
Management

— Air & Climate

— Water

~ Land & Life

~ Renewable Energy

~ Land & Wildlife
Conservation

~ Toxin Reduction
~ Resource Conservation

~ Environmental
Education

~ Environmental
Innovation Practices

in terms of the existence of policy etc, but also the evidenced
impact this is delivering. These pillars are evaluated and scored
against the answers provided to approximately 200 questions,
which are in themselves tailored to the nature of your business,
its industry and the scale of the organisation.

CUSTOMERS

Feedback &
complaints,
customer data
security, ethical
marketing, customer
surveys etc.

— Customer Stewardship
— Basic Services

— Education

— Arts, Media, & Culture

— Economic
Empowerment

— Health & Wellness

— Support for Purpose
Driven Enterprises

— Impact Improvement

— Serving those in Need

— Industry Specific
Addenda
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NAVIGATING THE REVIEW PROCESS

This process is divided into two main stages: evaluation and
verification. The duration of this process can vary based on
your company’s size, scale, complexity and the amount of
focus you can put towards completing the BIA — and improving
your score if necessary.

Due to the growing levels of interest in B Corp and the depth
of audit B Lab conducts, there is typically an existing pipeline
of other applicants in the queue waiting for evaluation. It is
important to consider when signing up.

Whilst not gospel, typical turnaround times are along the
following lines:

Evaluation Queue: ~3-6 months

Evaluation: ~3-6 weeks

Verification Queue: ~3-6 weeks

Verification: ~2-3 months

The evaluation and verification process involves an
independent Evaluation Analyst from B Lab reviewing your
submission and assessing your company’s ‘maturity’.

The analyst will validate your BIA responses and run an audit
process to ensure that the answers provided align with the
realities of the business operations accurately. They will dive
into aspects such as the business structure, clients on the
books, the nature of the work being delivered and any number
of other focus areas. In the evaluation process, it is crucial to
form an effective working relationships with the analyst. The
analyst will always have questions to ask, requests for more
information or require tasks to be completed so it is imperative
to respond quickly, clearly and effectively.
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VERIFICATION

The verification is a second level audit run by a separate
Business Analyst to ensure impartiality, consistency and
alignment to the standard and fairness of the system.
This will include review calls with the analyst whereby
they will verify and award a final score to your submission,
considering your answers in the BIA and on any calls, as
well as all provided data, documentation and evidence.

Your score may decrease during this phase. If so, you will be
granted additional time to address any areas of weakness
however in order to mitigate for this eventuality, we always
recommend for businesses to push to achieve a self-scored
~88 points (the 80 point threshold, plus/minus 10%) before
submitting for evaluation & verification. If the business
drops below the 80 point threshold, there is a 3 month
window for improvement.

THE BIA IS NOTORIOUSLY CHALLENGING— BUT WHY?

The BIA has this reputation for two core reasons:

Whilst the BIA isn't ‘complex’, it is very thorough - For
businesses, especially SMEs going through the BIA for the first
time, this is not only daunting but can be a significant capacity
challenge. It isn't unheard of for the process to take upwards of
18 months for a business where there is 1 person responsible
who can only focus on the BIA for a couple of hours in a week.

Understanding the task - Many first timers do not meet the 80
point bar on the first time-of-asking as they misunderstand, are
unable to evidence or cannot effectively answer the questions
in the way that B Lab require. As a result, many businesses go
through the application process multiple times.

When we take clients through the BIA, some of the core value
we deliver is in:

« Simplifying the process and creating a path forward

+ Already having cheat-sheets, surveys and materials to use

« Understanding what data is needed

+ Knowing how to share it with B Lab

* Minimising the likelihood of not meeting the 80 point threshold
+ Minimising the capacity demand and streamlining the process

In doing so, we look to give businesses the best chance of

meeting the bar on the first try, using our knowledge and
experience to streamline and accelerate the application process.

AUDITEL.CO.UK
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LEGAL REQUIREMENTS & GETTING THE SEAL OF APPROVAL

Core to the integrity of B Corp is the legal standard
— but what is this?

To certify, aspiring B Corps must demonstrate its legal
accountability by amending its constitutional documents in a
way which requires its board of directors to consider both the
company's shareholders and its stakeholders when making
decisions. This is achieved by including a pre-defined clauses
in the company's articles of association.

This is a major consideration when addressing the question of
just how serious a business is about achieving B Corp status —
but should not necessarily be a bone of contention or worry.

The amendments required include:

+ A clause confirming the company’s commitment to; (i)
stakeholder interests; and (ii) a material positive impact on
society and the environment;

« A reiteration of the duties of the company'’s directors under
section 172 of the Companies Act 2006 and further wording
that explains no particular stakeholder interest takes
precedence over any of the others; and

+ An obligation on the directors to prepare an annual impact
report, comprising of a balanced and comprehensive
analysis of the impact of the business on society, the
environment and the local community.

As you can see, unless a business is approaching this from

a stance of not wanting to effectively ‘live’ the B Corp ethos,
the legal obligation isn't excessively burdensome, idealistic or
impractical.

If this is a significant issue, a business can sign a term sheet
instead of amending its articles. However, this will score
lower in the B-Impact Assessment, compared to companies
who have explicitly included the objects clause in the
company's articles of association.

Finally, the company will need to sign a declaration of
interdependence: a statement encompassing the B Corp
value system and shared vision for the future.

=
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CONTINUAL IMPROVEMENT & RECERTIFICATION

To drive impact, B Lab ensures that companies continue to
meet standards, by requiring B Corps to recertify every three
years — and by ensuring the ‘standard’ is updated regularly —
reflecting changes in best practice.

Businesses are expected to be able to evidence an
improvement in their impact score over time. In the
intervening 3 years, it is important that businesses develop an
action plan based on their initial BIA score — identifying areas
of relative weakness, stakeholders who will deliver (and track)
improvements and a roadmap.

The recertification process is a ‘retake’ of the B Impact
Assessment, but the process should be significantly easier
to complete than when first applying given prior experience /
competency and the continual improvement efforts that will
have been in place.

In addition to the recertification process, B Lab has the
authority to audit businesses that are believed to be operating
in conflict with the B Corp standard. Companies found to be
acting incorrectly can have their B Corp status revoked — as
was seen in 2024 when global marketing & PR business
Havas lost its B Corp status as a result of taking on Big Oil
firm Shell as a key client.

Starting your journey? Let us help

Certified

Corporation
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EXPERTISE

As one of the UK's leading sustainability, carbon and
cost consultancies and with over 120 specialists, we
understand the challenges facing UK SMEs when it
comes to sustainability topics.

Tailored Support

Our ‘Streamline B Corp Support’ package will provide you
with personalised guidance and hand-held support from
initial assessment through to final certification and beyond
— and can include any number of bolt-ons like leadership
workshops or sustainability 101 education days.

Proven Track Record
With over 1000 clients and with experience of working
with the likes of PANGAIA & Graze, you're in safe hands.

Contact us today to schedule a consultation and take the
first step toward becoming a B Corp.

B Corp certification is far
more than a badge—it's a
commitment to building a
better, more sustainable
future. For UK SMEs, it's also
a strategic opportunity to
differentiate, grow and
thrive in an increasingly
purpose-driven economy.

With Auditel as your partner, you'll have the knowledge,
tools and support to navigate the certification process with
confidence. Let's work together to make your business a
force for good.

For a free exploratory call, or to learn more, contact our
B Corp leader Dave today at: dave.carter@auditel.co.uk

AUDITEL.CO.UK




- sQ{C'AL
09
MK

-

-

BY DAVE CARTER

At Auditel, we've a number of years of experience in supporting
businesses on their sustainability journeys — typically through
helping businesses meet compliance standards like ESOS, CBAM,
SECR but also around carbon management, decarbonisation
strategies and Science Based Targets (SBTI).

For a lot of businesses however, a lighter approach is needed In these cases, a sustainability report can be an excellent starting

and we recognise that jumping straight into a carbon footprint point — creating a compelling narrative that explores how the

isn't always where a business is going to get the most value from  business thinks about sustainability, what is in place today,

starting their sustainability journey. where the business wants to go in the short/medium/long term
and how it intends to get there.
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WHAT IS A SUSTAINABILITY REPORT? THE BENEFITS OF SUSTAINABILITY REPORTING

A sustainability report is a document that shares data, insights Sustainability reporting isn't just about accountability. In a

and other non-financial information to stakeholders that narrative format, it offers a real opportunity to create value, build
typically covers three core areas across the companies on trust and drive positive change.

environmental, social, and governance (ESG) impact.
Here are some of the key benefits:

The goal is to demonstrate transparency, accountability and 1. Stronger Stakeholder Relationships: Transparency builds
progress toward sustainability goals. trust. By sharing accurate, honest and interesting information
about your sustainability efforts, you strengthen relationships
Like most reports or disclosures, there is an emphasis on with customers, employees, investors and other stakeholders.
continual improvement, meaning that most organisations
update (or produce new reports) on an annual basis - 2. Improved Risk Management: The process of reporting helps
documenting their achievements, changes of focus and you identify and address potential ESG-related risks, enabling
challenges over the past year. you to develop strategies to mitigate them.
At first glance, this might seem like a lot of work but, in reality, 3. Competitive Advantage: Consumers, employees and investors
sustainability reporting offers a number of benefits that other are increasingly prioritising sustainability. A well-crafted report
sustainability topics / efforts or outputs don't necessarily cover. can help you stand out from competitors and appeal to these

value-driven audiences.

4. Continuous Improvement & Ownership: Tracking and
reporting on sustainability metrics encourages goal setting
and fosters a culture of ongoing improvement. Importantly, it
also drives agency and responsibility internally to ensure that
progress is being made and realised.

5. Positive Impact: Sustainability reporting drives organisations
to adopt and implement practices, values and behaviours
which contribute to better outcomes — to customers,
colleagues, society and the environment.

6. Regulatory Compliance: With a growing demand relating
to UK ESG compliance such as ESOS (Energy Saving
Opportunities Scheme), SECR (Streamlined Energy and
Carbon Reporting) and EU regulations like CBAM (Carbon
Border Adjustment Mechanism) and CSRD (Corporate
Sustainability Reporting Directive), having one foot on the
ladder can be a huge benefit for when the time comes to align
to compliance structures.

TIPS FOR WRITING YOUR SUSTAINABILITY REPORT

When we support clients in writing their sustainability reports, there are 4 key elements we focus on:

Preparation Honesty Storytelling & Measure, manage
& planning & integrity communication style & improve
TBL ISSUE 25 AUDITEL.CO.UK
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PREPARATION AND PLANNING

m auditel

Before you start writing, it's essential to lay the foundations. Here's are some key considerations:

» Compliance vs Narrative: The first question you need to ask
yourself is what style or type of report you intend on writing.
Will you be producing a short report as a starting point to get
the company moving on its ESG journey? Or do you have a
need, depending on your company size, your clients or your
industry to report to specific guidelines. Identify the approach
that best applies to your needs.

* Assign a senior level owner: Sustainability reports are typically
delivered by mid-level managers, but they will need support in
order to deliver. Whilst this person will be responsible for creating
the narrative and drafting the copy they will need executive
support to drive progress. Without this, tasks like working cross-

WRITING THE REPORT

Once you've set the foundations for the report, identified your
data and its sources and are ready to start, it's time to turn it into
a compelling narrative. Here's how:

* Be Transparent and Honest: Authenticity is paramount. It might
be uncomfortable, but stakeholders aren't interested in reading
reports that have been overtly written through the lenses of some
rose-coloured spectacles. Acknowledge challenges and areas for
improvement alongside your successes. This builds credibility,
validity and keeps your audience engaged.

* Avoid Greenwashing: This is often over-egged but the most
important thing to avoid claims of greenwash is to ensure
claims are specific, truthful and validated by data.

* Keep It Simple and Structured: Whilst the report might be being
written by someone au-fait with sustainability and knows things
inside out — it should always be assumed the reader is coming
from a place of being interested but not educated on the topic.
Try to steer clear of acronyms (as much as possible), jargon or
terminology that might not be clear to those not familiar. Clear,
concise language, formatted in an easy-to-follow structure
will help. Break up text with headings, subheadings and bullet
points for easy navigation.

* Tell a Story: A good sustainability report should read like a
biography — not a university textbook on astrophysics. It needs
to be personable, relatable and interesting, backed by data
(formatted in a visually attractive way — not tables or black
and white charts). Use effective storytelling to help highlight
the real-world impact of your efforts. You should be able to use
snippets of your report to take and repurpose in other areas of
the business — investor relations, marketing materials, sales

TBL ISSUE 25

functionally to gather data, receive input from other teams and
to get insights from other senior leaders on topics like wider
business strategy, future projects and focus areas tend to
become points of significant friction and capacity challenges

Collect Data: A critical requirement for any report is empirical
evidence. This forms the basis of the business being able to
showcase the existing state of play, define metrics and data
points that will be managed over time and highlight progress. It
is therefore critical to understand what data exists currently in
the business that talks to the topics being discussed within the
report, what gaps there are and how this can be monitored and
managed regularly.

collateral, on the website. If, as you're reading your report, it isn't
looking like you'd want to do that with the content, it's a good
sign to pump the breaks and review why.

Use Visuals: We might all have important jobs and big titles
but that doesn't mean we all enjoy reading academic peer
reviewed papers. Make it visually attractive though the use of
infographics, charts and professional design elements to make
complex data more digestible and visually appealing.

Highlight Stakeholder Engagement: Stakeholders aren't just
board members. Within a sustainability or an impact context,
stakeholders include employees, suppliers, customers, clients
and wider society. Show how you've involved, supported or
benefitted these parties in the reporting. You're unlikely to have
all the data at your hands immediately so make sure you connect
with these stakeholder groups through surveys, focus groups,
interviews or any other appropriate feedback mechanisms.

Set Future Goals: The report shouldn't just focus on the current
state of play. Great reports detail future plans, aspirations and
targets. This not only helps readers understand the journey

the business is on but also helps you to focus and prioritise
activities in the coming year that will deliver the results needed.

Review and Revise: Before hitting publish, it is important to
have a round of reviews to ensure your report is accurate,
coherent and free of errors. Consider seeking feedback from
all involved stakeholders to ensure clarity and relevance.
Importantly, this must be a ringfenced process. Feedback or
review processes can easily become protracted in attempts
to include all views and opinions. Should this be the case, the
senior owner should be the ultimate arbiter.

AUDITEL.CO.UK
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VALUE MULTIPLIERS

Whilst writing the report is the central deliverable, what you do with it is just as important as how well it is written:

* Use Multiple Channels: Depending on your audience, ensure * Engage Suppliers: One of the biggest challenges for
you're sharing and communicating the report through the businesses is engaging suppliers to join the sustainability
platforms and channels they use. Post about it on social journey. By sharing the report, as well as best practice,
media and add a new tab to your website on the business' learnings and insights, it becomes that much easier for your
ESG ethos with a link to download the report. Also update value to chain to get onboard too. In turn, this becomes
sales materials and other marketing collateral etc. another feather in your cap, you can also talk about in the

. . next update.
* Integrate into Broader Communications: Double up

by sharing key insights from your report into existing * Host Webinars or Events: Engage existing clients,
communications methods. Piggyback on any existing prospective partners and employees by utilising your
email newsletter communications, press releases, blog efforts to become thought leaders — building further trust,
posts, investor relations and other internal updates to keep recognition and awareness.

sustainability at the forefront of your corporate narrative.

MEASURE AND IMPROVE

As with all sustainability and ESG efforts, this is an ongoing process of iterative improvement. To that end there is little value in
doing a great job in creating an excellent report one year, and then not following up on it the next. From an optics perspective, it is
guaranteed to raise eyebrows and uncomfortable questions about the business’ commitment etc. There are 3 mechanisms you
should use for ongoing progress. Each year, your report should reflect progress and improvement. To ensure this happens:

* Assign an executive level owner. In the early days, some friction ~ « Embed the key metrics you're reporting on within the business

or challenge should be expected within the business. Teams as BAU. Incentivise teams to deliver improvements so that
can struggle to see why this is important to them or why they progress becomes a de facto outcome and not something
need to be involved and the business more broadly won't have that needs additional attention. Track engagement metrics,

yet seen the value that reporting delivers. By assigning a senior such as page visits, downloads and social media interactions.
leadership owner, you minimise the likelihood of challenges

. . . * Invest in improving data and systems. Having information
resulting in slow (or no) progress being achieved.

at your fingertips that doesn't need excessive levels of
administration or effort to collate makes measuring and
managing progress infinitely less challenging.

FINAL THOUGHTS

As you can see, a well-crafted sustainability report is an With Auditel as your partner, you'll have the knowledge, tools,
incredibly powerful document. and support to navigate creating a sustainability report

with confidence — avoiding the risk of greenwash, creating
Done correctly, it builds trust, energy, enthusiasm, drives commercial opportunity and avoiding common errors.
change and can be the platform that the business needs.

For a free exploratory call, or to learn more, contact our
Contact us today to schedule a free 30 minute ESG audit and ESG specialist Dave today at: dave.carter@auditel.co.uk.
take the first step toward writing your own report.
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BY VINCENT MARMION

The transport industry stands at a critical juncture in the global fight
against climate change.

As a significant contributor to greenhouse gas emissions, it faces mounting pressure to adopt sustainable practices.
This article explores the current state of sustainability in the transport industry, with a particular focus on the challenges

and innovations in refrigerated transport. We'll also look forward, envisioning a more sustainable future for the industry
and outlining the steps necessary to get there.
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THE CURRENT STATE OF SUSTAINABILITY

The transport sector is responsible for approximately 24% of
direct CO2 emissions from fuel combustion globally, according
to the International Energy Agency. This sobering statistic
underscores the urgent need for sustainable solutions across all
modes of transport — road, rail, air and sea.

Road Transport

Road transport, particularly trucking, remains the backbone of
global logistics. If factories are the vital organs of commerce,
then road transport is its lifeblood. However, it's also one of the
largest contributors to transport-related emissions. In recent
years, there has been a significant push towards electric and
hydrogen-powered vehicles. The major manufacturers are
investing heavily in electric truck technology. The European
Automobile Manufacturers Association reports that in 2023,
7.1% of new trucks registered in the EU were electric or hybrid,
up from 4.2% in 2022.

Rail Transport

Rail is often considered one of the more sustainable modes of
transport, especially for long-distance freight. Many countries
are investing in electrification of rail networks. For instance,
Germany aims to electrify 70% of its rail network by the end of

SUSTAINABILITY IN REFRIGERATED TRANSPORT

m auditel

this year and the UK plans to have all major routes electrified by
2050, with 38% of its network currently grid powered. However,
progress is slower in countries with vast rail networks, like the
United States, where only about 1% of track miles are electrified.

Air Transport

The aviation industry faces unique challenges in sustainability
due to the energy-intensive nature of flight. The International Air
Transport Association (IATA) has committed to net-zero carbon
emissions by 2050. Efforts are focused on sustainable aviation
fuels (SAFs), more efficient aircraft designs and optimised
flight paths. As of 2023, SAFs account for less than 1% of
global jet fuel use, but this is expected to grow significantly in
the coming years.

Sea Transport

Maritime shipping, responsible for about 3% of global
greenhouse gas emissions, is making strides in sustainability.
The International Maritime Organisation (IMO) has set a target
to reduce the carbon intensity of international shipping by at
least 40% by 2030. Innovations include more efficient ship
designs, alternative fuels like liquefied natural gas (LNG) and
hydrogen and the use of wind-assist technologies.

The refrigerated transport sector, crucial for the global food and drug supply chain, faces additional sustainability challenges due to

its energy-intensive temperature requirements.
Current Challenges:

1. High Energy Consumption: Refrigeration units require
constant power, often supplied by diesel engines, contributing
significantly to emissions.

2. Refrigerant Leakage: Many refrigerants have high global
warming potential (GWP) and leaks can have a substantial
environmental impact.

3. Food Waste: Inefficient cold chains lead to food spoilage,
exacerbating sustainability issues.

CASE STUDY: CARRIER TRANSICOLD'S NATURALINE
Carrier Transicold's NaturaLINE refrigeration system for
shipping containers uses CO2 as a natural refrigerant. It has a
GWP of 1, compared to thousands for traditional refrigerants.
Since its introduction, it has been adopted by major shipping
lines, demonstrating the industry’s willingness to embrace
sustainable technologies.

TBL ISSUE 25

Innovations and Progress:

1. Alternative Refrigerants: The industry is moving towards
low-GWP refrigerants like R-452A and exploring natural
refrigerants such as CO2 and liquid nitrogen.

2. Solar-Powered Refrigeration: Companies are developing
solar-powered refrigerated containers, reducing reliance
on diesel.

3. Telematics and loT: Advanced monitoring systems help
optimize routes and maintain ideal temperatures, reducing
energy waste and food spoilage.

4. Cryogenic Refrigeration: Using liquid nitrogen or CO2 for
cooling, these systems produce zero direct emissions
during operation.

AUDITEL.CO.UK
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THE FUTURE OF SUSTAINABILITY IN TRANSPORT AND REFRIGERATED LOGISTICS

To achieve significant reductions in environmental impact, the transport and refrigerated logistics industries must undergo

transformative changes. Here's a vision for a more sustainable future:

1. Electrification and Alternative Fuels: The future of transport
lies in widespread electrification and the use of green
hydrogen. For long-haul trucking and shipping, hydrogen
fuel cells could provide the necessary range and power. The
refrigerated transport sector should aim to eliminate diesel-
powered refrigeration units entirely, replacing them with
electric systems powered by the vehicle’s main drive system
or independent renewable sources.

2. Advanced Materials and Design: Future vehicles and
containers should incorporate lightweight, sustainable
materials to improve fuel efficiency. For refrigerated transport,
advanced insulation materials could dramatically reduce the
energy required for temperature control. Aerodynamic designs
will further enhance efficiency across all transport modes.

3. Artificial Intelligence and Automation: Al will optimise routing,
loading and energy management. Autonomous vehicles
could operate more efficiently, reducing fuel consumption. In
refrigerated transport, Al could predict and adjust temperature
needs based on cargo, route and weather conditions.

STEPS TO ACHIEVE THIS FUTURE:

1. Policy and Regulation: Governments must implement
stricter emissions standards and provide incentives for
sustainable technologies. Carbon pricing mechanisms could
catalyse the transition to low-carbon solutions.

2. Investment in Infrastructure: Significant investment is needed
in charging networks for electric vehicles, hydrogen production
& distribution and upgrades to electricity grids to mirror demand.

3. Research and Development: Continued R&D is crucial,
particularly in areas like battery technology, green hydrogen
production and novel refrigeration methods.

Conclusion: The transport and refrigerated logistics industries
are at the beginning of a green revolution. While progress has
been made, especially in road transport electrification and

the adoption of low-GWP refrigerants, much work remains.
The path to a sustainable future will require concerted effort
from industry, governments and consumers. By embracing
innovative technologies, implementing supportive policies
and fostering a culture of sustainability, the transport sector
can dramatically reduce its environmental footprint while
continuing to serve as the lifeblood of the global economy.
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4. Circular Economy Principles: The industry should embrace
circularity, designing vehicles and equipment for easy repair,
refurbishment and recycling. This approach would reduce
waste and the environmental impact of manufacturing.

5. Integrated Multimodal Networks: The future of sustainable
transport lies in seamlessly integrated multimodal networks.
Goods could travel by the most efficient combination of rail,
road, sea and air, with refrigerated containers designed for
easy intermodal transfer.

6. Renewable Energy Integration: Transport hubs and logistics
centres could become net energy producers, covered in solar
panels and equipped with wind turbines. Electric and hydrogen
vehicles could charge or refuel using this green energy.

7. Sustainable Cold Chain Technologies: Innovations in
refrigeration technology, such as magnetic refrigeration or
thermoelectric cooling, could revolutionise the cold chain.
These technologies promise higher efficiency and zero
direct emissions.

4. Industry Collaboration: Transport and logistics companies
must collaborate to develop standardised sustainable
solutions and share best practices.

5. Education and Training: The workforce must be upskilled to
operate and maintain new technologies.

6. Consumer Awareness: Increased public awareness of the
environmental impact of transport and cold chains can drive
demand for sustainable options.

The journey towards sustainability in transport and
refrigerated logistics should not be seen as just an
environmental and legislative imperative - it's also an
opportunity to create a more efficient, resilient and responsible
industry. As we move forward, the sector must balance the
urgent need for emissions reduction with the ever-growing
demands of global trade and food and pharmaceutical
security. With continued innovation and commitment, a
greener future for transport is not just possible - it's inevitable.
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ecarbonising
AC systems

BY CHRIS GUNN

HVAC system upgrades and eguipment replacements are among
the most complex and expensive projects in commercial facilities.

The systems provide essential cooling and heating that is designed to keep occupants and visitors comfortable during their time indoors.
For facility managers, planning, scheduling and overseeing HVAC system upgrades, success more than ever depends on their ability
to gather, analyse and use past data effectively. Technology advances in HVAC system monitoring, control and operation gives
managers an extra pair of hands. HVAC upgrades give them the opportunity to put it to work.
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HISTORICAL DATA

Understanding the condition and performance of an HVAC
system has always been essential when planning upgrades, but
facility managers have never had so much past data so readily
available to them to aid their efforts. In fact, historical data is a
vital stage in the upgrade planning process.

History is key. Historical data on system operation and condition
enables managers to provide the project team with vital resources
to make informed decisions. That part is absolutely key.

Having documented past operating logs and documented
preventive maintenance records and having it ready for the people
that are going to be implementing upgrades is really important.

Whether you do an energy assessment, or whether you're
constantly recording the running amps of your units, among
the earliest decisions managers must make in planning HVAC
upgrades involves the scope, objectives and target of the project.

The process requires owners, managers and others involved in
the process to understand the condition and performance of
system components.

The data needed for project planning includes information at
the component level.

Where can owners and managers look for critical system and
component data?

If the site(s) have BMS systems and job management systems,
those are a good start. If there is no BMS, then loT devices can
be fitted to key items of HVAC equipment to monitor energy
consumption and occupant usage.

Both building automation and loT systems also can provide
critical HVAC data.

In the most basic case for an HVAC system, that could be
monitoring space comfort or temperature and humidity of
all the spaces served. You can go all the way up to the major
equipment level with data related to air side, changes in
temperature and changes in pressures.

It's not often that facility managers can substantially reduce
electricity expenses without compromising comfort or safety.
Strategically developing and implementing solutions based
on a professional-grade energy assessment provides this
unique opportunity.
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The role of energy audits in enhancing facility performance
A professional-grade energy audit can help facility managers
reduce electricity expenses without compromising comfort
or safety.

Most commercial buildings use more power than they need,
driving up operating expenses. An energy audit is ideal
because it assesses how, when, where and why gas and
electricity is consumed. How can facility managers use it to
their advantage?

Many commercial facilities use too much energy

Over time, utility bills tend to creep up. Systems do not always
operate at 100% efficiency and begin drawing more power to
compensate. The change is gradual, happening over many
months/years, so building owners often do not realise the
issue’s extent until it becomes impossible to ignore.

In a 2018 survey of commercial buildings, the country had 2
million commercial buildings, with a combined total of 7.35
billion square feet of floor space. In total, they consumed
around 6,755,530.00 Kw of electricity.

Around 32% was used for space heating, 11% for ventilation
and 10% for lighting. Water heating, computing, refrigeration

and office equipment each contributed a fraction of the total.
The bulk of those costs came from heating, ventilation and air
conditioning (HVAC) processes.
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THE ROLE OF A COMMERCIAL ENERGY AUDIT

During a commercial energy audit, an auditor assesses
how, where and why a facility consumes energy. They aim
to address inefficiencies and identify areas of opportunity,
enabling a substantial energy consumption reduction.

An audit can be a straightforward walk-through or an in-depth,
data-driven analysis covering all premises systems.
Depending on the area'’s size and the scope of the problem,
professionals may seek help from computer simulations,
digital twin technology, or building monitoring systems.
Visualisation and notification to anomalies can be a powerful
tool, especially for the less technologically savvy.

What happens upon completion of a commercial audit
Whatever the audit’s results, the project management team
will receive a baseline on the property’s energy consumption,
waste and reuse effectiveness rating. They can use this data
to identify pain points, explore areas of opportunity or prioritise
equipment upgrades or replacement.

Electricity consumption is central to utility costs, facility health
and occupant well-being. For example, improving just the
HVAC unit can lower utility expenses, reduce wear on adjacent
systems and improve the air quality.

Al technology

Unsurprisingly, Al has evolved quickly in monitoring HVAC
equipment usage and alerting users to energy exceptions.
Users in large quantity, such as the retail and hospitality
sectors, are already seeing substantial energy savings. This
valuable insight into how and where electricity is utilised,
wasted and reused can help maintenance professionals
develop proactive upkeep and repair strategies. Also, it
informs the urgency of future investments, enabling them to
coordinate better with decision-makers regarding equipment
upgrades and component replacement.
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How energy audits enhance facility performance

Inefficient systems and compromised building envelopes

are unnecessarily resource intensive. According to the U.S.
Department of Energy (DOE), approximately 30% of the money
used to power buildings - around $400 billion annually - is
wasted yearly.

The equipment performance is dependent on system
efficiency. Older buildings suffer most. Whether the external
temperature infiltrates the building through the building fabric
or windows, the equipment has to work harder and expend
more power to achieve the same results.

Pinpointing the source of an issue like this is typically
challenging because multiple variables are at play.

Depending on what decision-makers upgrade, fix, or improve,
they can also optimise airflow patterns, reduce electricity
usage based on hybrid occupancy, improve sustainability and
enhance occupant satisfaction.

What facility managers can do with that data

While facility managers do not have the benefit of designing
a new and improved building from the ground up, their design
changes can still significantly impact if they factor in the
correct variables.

Ultimately, building specific improvements are best since
factors like building envelope integrity, location, occupancy
level, altitude, equipment efficiency and seasonality
influence outcomes.
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A commercial audit can unlock valuable insights

There is not a one-size-fits-all solution for decarbonisation, as different solutions work for different

building types, and climates, but three key priorities stand out for creating a

zero-carbon dioxide emissions buildings sector:

p

ELECTRIFICATION REPLACING
FOSSIL FUELS:

Decarbonising heating is essential.
Currently, gas and oil heating
accounts for 8% of global emissions,
or 3 GtCO2. Switching from fossil-
based heating to cost-effective
electric and efficient technologies,
such as heat pumps, is crucial

and must be accompanied by

the continued decarbonisation of
electricity generation.

By 2050, 80% of the energy used
in buildings could be electricity;
this would bring annual emissions
from building use close to zero if
electricity supply is decarbonised
by then.

“Decarbonising the buildings sector
is a story of many transitions,’ said
Adair Turner, Chair of the Energy
Transitions Commission. Turner
continues. “It's vital for our climate
goals and it's an opportunity to
improve living standards and reduce
energy costs. Electric heating

technologies will significantly

improve air quality and have lower
running costs than gas heating and
traditional use of biomass.”

DRAMATICALLY IMPROVING ENERGY
EFFICIENCY:

Rising use of air conditioners and the
electrification of heating would result in
electricity demand for buildings almost
tripling, from 12,800 TWh to around

35,000 TWh by 2050 if energy efficiency

is not simultaneously increased.
But this could be reduced to around
18,500 TWh via a combination of:

+ Improvements in the technical
efficiency of heat pumps, air
conditioners and other appliances.

* Improvements in the energy
efficiency of both new and existing
buildings, considering a range of
so-called “passive heating and
cooling” building design techniques,
such as insulation and green roofs.

* Smart building management
systems and choices which avoid
wasteful use of heating or cooling.
These improvements, together with
the deployment of building-level
batteries and other energy storage,
smart building control systems
and rooftop solar generation are
particularly important for reducing
the growth of peak electricity
demand, which is a crucial driver of
electricity system costs.

CONSTRUCTING EFFICIENT AND
LOW-CARBON BUILDINGS:
Constructing new buildings accounts
for 7% of global emissions a year,

or 2.5 GtCO2. If the average carbon
intensity of construction remains
unchanged, this expansion would
result in a global cumulative 75
GtCO2 emissions between now and
2050.2 These cumulative emissions
could be reduced to around 30
GtCO02 via a combination of:

+ Decarbonising the production of
steel, cement, concrete and other
building materials.

+ Using fewer materials in building
construction via lightweight
design and modular construction
or using less carbon-intensive
materials such as timber.

* Better utilising existing buildings
via extended building lifetimes
and shared working spaces.

COMPLEX BUILDING DECARBONISATION CHALLENGES

Implementing some of the decarbonisation options for buildings
poses more complex challenges than faced in other sectors of

* For new construction, specific optimal solutions vary by
building type and there are sometimes trade-offs between

the economy. For example: designing to minimise construction emissions versus in-use

operational emissions. In addition, the construction sector

* For existing buildings, commercial building owners can choose . . .
often entails complex value chains of subcontracting and

from many different low-carbon technologies and options to , ) . .
a large role for SME'’s. Careful design and implementation

of building design and construction codes, but tailored to
specific circumstances is therefore vital.

improve the energy efficiency, some of which can be disruptive
and involve high upfront costs (e.g., roof or wall insulation, new
windows, higher-efficiency heating and ventilation systems).

The availability and cost of finance vary greatly.
TBL ISSUE 25 AUDITEL.CO.UK

244




Despite an increased push for sustainable building practices,
over 37% of industry leaders currently exclude HVAC systems
from their efficiency or carbon reduction plans, according

to a new study. The survey of building developers, owners,
operators, and general contractors reveals a critical gap in
strategies aimed at lowering energy costs and environmental
impact and provides insights into the complex dynamics
influencing HVAC decisions and the potential benefits of
adopting smart building technologies.

Here are some key findings from the survey:

* 37% of building professionals do not include HVAC systems
in their current plans for improving efficiency or reducing
carbon impact.

m auditel

* Top challenges in HVAC implementation: Installation, cost
and maintenance were identified as the most significant
hurdles in HVAC adoption.

* Interest in smart technology: 61% of respondents expressed
interest in Al-driven solutions to boost energy efficiency in
their projects.

* Impact on property value: Over 82% of participants agreed
that investing in energy-efficient upgrades could increase
property value.

This research comes as commercial property owners face
rising utility costs and growing demand for sustainable
building practices. In light of these challenges, many industry
professionals recognise the value of smart technology and Al
as pivotal tools for enhancing operational efficiency, cutting
costs and improving occupant comfort.

FINANCING — WHO PAYS?

Commercial real estate, which includes offices, retail

and hospitality, is proving to be a stumbling block for
decarbonisation. There is limited clarity as to who has the
responsibility and means to decarbonise.

With around 2 million commercial buildings in the UK. What is
preventing us from decarbonising them?

One of the biggest challenges is the variety of ownership and
leasing structures within the commercial sector. UK commercial
leasing provides significantly less tenant-protection than
residential leasing. This allows for a larger degree of flexibility

in the resultant agreements which define the responsibilities of
landlords and tenants when it comes to building improvements
and energy supply.

In the table below, we've set out some of the typical factors at play across various lease types -

Low owner control

Medium owner control

High owner control

Lease type

Ground leases, where the tenant
rents a piece of land as well as
any buildings on it. The tenant
pays all insurance and
maintenance costs.

Net leases, where the tenant
pays one or more of the
ongoing property costs (e.g. tax,
insurance, maintenance) in
addition to the rental fee.

Full repairing and insuring
(FRI) leases, where the tenant
pays all the insurance and
maintenance costs.

Gross leases, where the tenant
pays the landlord a flat rental fee
that includes all utilities.

Percentage leases, where the
tenant pays the landlord a
flat rental fee as well as a
percentage of any revenue
earnt on the premises.

Pay-as-you-use agreements
e.g., serviced and licensed
offices, hot-desking.

Lease length

Generally longer-term
leases (50-99 years).

Generally medium- term leases
(10-50 years).

Generally shorter-term leases
(1-10 years).

Responsibilities
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Tenants likely to be responsible
for building improvements and

energy supply.

Responsibilities shared between
landlords and tenants.

Landlords likely to be responsible
for building improvements and

energy supply.
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Many of the lease arrangements fall under the ‘Low’ and ‘Medium’
owner control categories. Landlords are therefore struggling

to pursue decarbonisation across their property portfolio, with
considerable input and cooperation required from tenants.

This means, in many instances, the only option for pursuing
decarbonisation is at the point of let (i.e. the end of a tenancy
period), as retrofits, heat pumps and onsite renewables can be
installed between tenancies, or, if the tenant remains the same,
there is logical grounds for building improvements to be made.
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However, another legislative obstacle presents itself because
leases protected by the provisions of the Landlord and Tenant
Act 1954 (“a 1954 Act lease”) give tenants the right to renew
the lease on the same terms as the previous lease. This
restricts the landlord’s ability to update the lease to incorporate
decarbonisation, as the tenant can argue that these measures
are not suitably similar to their previous rental agreements.
Retrofits, in particular, will be disruptive for tenants, explaining
why this is not a straight-forward challenge and why tenants
might be hesitant.

FIXING A BROKEN BUILDING

There are ongoing government consultations which, if realised,
will place obligations on both landlords and tenants to
implement decarbonisation measures. These measures focus
on energy efficiency, public disclosure and low-carbon heating,
but do not go far enough to address the issues of control and
responsibility at the heart of commercial leasing.

The government confirmed in the 2020 Energy white paper
that minimum energy efficiency standards (MEES) for the
commercial rental sector will be EPC B by 2030 (compared
to EPC E today). When these regulations came into force,

landlords are responsible for ensuring their properties are
compliant and can be issued fines by local authorities for
non-compliance.
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May 2022 saw the launch of the industry-led UK Net Zero
Carbon Buildings Standard, which aims to assess and certify
buildings in line with science-based net-zero targets. One
member of the Standard’s Technical Steering Group, the Better
Buildings Partnership (BBP), has separately established a
climate commitment which requires commercial property
owners to set out 2050 net-zero pathways.

Figure 1: Coverage of Better Buildings Partnership's Climate
Commitment.

Global
assets under
management

Signatories Properties

Image Credit: Better Buildings Partnership

The BBP climate commitment specifically targets property
owners. For example, it requires signatories to “disclose the
EPC's of their portfolios” and it is aware that “Members of

the BBP have diverse portfolios with different ownership

and leasing structures, management arrangements and
occupiers — how we implement these commitments within our
businesses will differ”

Because of the complications surrounding different lease
types and different levels of ambition among tenants, the
Commitment adopts a ‘comply or explain’ approach, accepting
that signatories may not be able to measure and reduce GHG
emissions for their whole portfolios.

So, on the one hand we have some promising government
policy aiming to decarbonise commercial buildings, and on the
other hand we have members of the private sector showing real
leadership to go beyond what is legislatively required of them.
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BUILDING A LOW-CARBON FUTURE

Only some landlords and tenants are targeting Net Zero, and Tenants are increasingly interested in net-zero properties, but
decarbonisation has upfront costs. Landlords who pursue they face financial constraints, put into sharp focus with the
Net Zero will likely have to charge tenants more, putting them current cost-of-living crisis, meaning that the market demand
at a competitive disadvantage over landlords who do not for net-zero rental properties is not there yet to reward
pursue Net Zero. ambitious landlords.

Here are four policy recommendations that could bring about the change required. These are:

* To go beyond EPC B and mandate emissions reductions * To determine how costs are distributed between landlords
aligned to 1.5°C global warming across the non-domestic and tenants. In most instances, landlords will need a cost
private rented sector. Without this clear commitment, recovery mechanism to pay for decarbonisation and this will
ambitious landlords and tenants will continue to be either come from increased rent prices or external private/
unable to pursue decarbonisation and action will continue public finance.
to be delayed.

* To explore innovative financing mechanisms to ensure

* To define who is responsible for decarbonisation. In most access to finance and short-term action. In the short
instances, the obligation to decarbonise buildings should term, the government should explore innovative financing
fall onto landlords as they are the party with the means mechanisms, to encourage actions that decarbonise
to decarbonise. Given that there are fewer landlords commercial buildings. Blended private and public finance can
than tenants in the commercial sector, this approach provide upfront capital in the form of medium - to repayment
also simplifies policy implementation by reducing loans to landlord/tenant collaborations for those tenants on
administrative burden. longer-term leases.

However, for leases with low owner control, where

landlords do not have the means to decarbonise within * These tenants have a vested interest in the long-term
net-zero timescales, a different approach will be required. maintenance of the property and will recover some of the
For these properties, it may be that the obligation to cost through decreased future energy bills. Other innovate
decarbonise is passed onto the tenant, or that the tenant policy measures should be sought for short-term tenants to
is obliged to co-operate with the landlord. ensure decarbonisation is not delayed.

Decarbonising the commercial sector will require people to be willing to change; it will require a shift in mindset to one of action,
change and just do it.
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