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CAR DEALERSHIPS; LEADING THE CHARGE TO CARBON ZERO
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FIGURE 2: SOURCE OF TRANSPORT CO2 EMISSIONS (UK)
(Source: National Atmospheric Emission Inventory)
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FIGURE 3: UK GREENHOUSE GAS EMISSIONS
(Sources: Department of Business, Energy & Industrial
Strategy, Climate Change Committee)
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As a result of a 1.07 °C rise in global temperatures since preindustrial levels and the forecasted 1.5 °C rise likely to come in
the 2030s, the latest Intergovermental Panel on Climate
Change (IPCC) Report in August 2021 forewarns of major
environmental catastrophes unless drastic action is taken.
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With the built environment accounting for a 40% share of
global greenhouse gas emissions and the transport sector
close behind at 24% (55% of which coming from cars),
dealership property is the biggest conduit for the
implementation of change and it is likely to lead the way
throughout the journey to net zero for commercial property.
Net zero is the target of completely negating the amount of
greenhouse gases produced by property through balancing
the gas emitted with carbon absorbing offset measures.

Path to target

As identified as a key theme at COP26 held in Glasgow
in November, the UK is currently on track to miss the ‘net
zero’ target for 2050. There has been a definitive
acknowledgement that the automotive industry is a key
conduit to carbon reduction within the country’s
climate change plans, with the government recently
announcing extensive funding towards the push for full
electrification and the supporting infrastructure.
Electric vehicles are indeed a digestible starting point
and discernably the main focus, however to achieve a
virtual net zero status, the automotive industry will need to
look beyond electrification and implement change
throughout the entire supply chain which includes
dealership property.

INCREASING LEGISLATION AND POLICY
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In order to make up the lost ground, the government will
undoubtedly continue to apply pressure in the form of
legislation and policy to those sectors with the highest
emissions. The first legislative hurdle for the automotive
industry is the ban on the sale of ICE (Internal Combustion
Engine) vehicles in 2030, and figures show significant
progress being made with a growth of 66% of Electric Vehicle
registrations from 2019 to 2020, as reported by the SMMT
(Society of Motor Manufacturers and Traders). This has been
fuelled by the growing consumer demand, availability of
charging infrastructure and government support.
Additionally, large UK dealer groups now face scrutiny

through SECR (Streamlined Energy and Carbon Reporting)
which from 1st April 2019 requires larger companies to
publicly report their UK energy use and carbon emissions
within their Directors Report. This includes the minimum
energy used from purchased electricity, gas and transport
and their associated emissions, as well as information about
energy efficiency actions being taken.

MEES REGULATIONS
Vehicle manufacturers and dealer groups who own freehold
property with leases in place will also begin to be faced with
increased Landlord liability and cost with mounting pressure
from MEES (Minimum Energy Efficiency Standards)
Regulations. From April 2018, it became unlawful to let
properties with an Energy Performance Certificate (EPC)
rating of F or G, the lowest 2 grades of energy performance
ratings. Restrictions tighten from April 2023 where MEES will
apply to all existing commercial leases and landlords will not
be permitted to continue to let properties with an F or G
rating unless a qualifying exemption is registered. It is likely
that the government is going to impose further MEES
regulations where, by 2030, commercial properties will be
required to have an EPC rating B or above before being let.
Further considerations are being discussed for interim
standards for April 2025 with all new lettings (includes lease
regears and renewals) will require a minimum EPC of D and
for April 2027 a minimum EPC of C for new lettings.
FIGURE 4: MEES TIMELINE
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MEES Regulations only apply to new lettings, lease renewals
and lease extensions and not the sale of property, although if
selling a property an EPC is required. The onus falls to the
Landlord to improve the EPC rating and is likely to effect
Landlord dealers or manufacturers who hold investments or
let property to subsidiary companies. However this could
impact on dealers and manufacturers who have leasehold
property where in some circumstances a Landlord may wish
to completely redevelop a property rather than face the cost
of retrofitting to improve energy efficiency. Dealer
representation could be put at risk in particular if there is a
compelling alternative use potential for their Landlords.

PLANNING
Developers may also face impediments in the future through
planning requirements. The NPPF (National Planning Policy
Framework) sets out the government’s planning policy and
determines how individual Planning Authorities produce
localised plans. The NPPF ensures all local plans promote
sustainable development and recently there has been more
policy on GI (Green Infrastructure) and Urban Greening. The
majority of this has occurred within the jurisdiction of the
London Plan for major development proposals including
measures such as high-quality landscaping (including tree
planting), green roofs, green walls, and nature based
sustainable drainage. The London Plan also measures the UGF
(Urban Greening Factor) for new developments, a tool to
evaluate the quality and quantity of urban green enabling
these developments to demonstrate how they have included
greening as a fundamental element of the site. In some cases,
developments may also be required to achieve BREEAM
(Building
Research
Establishment’s
Environmental
Assessments Methods) excellent or outstanding ratings and
Gold SKA ratings , an environmental assessment method for
non-domestic fit-outs. In London, strong PTAL (Public
Transport Accessibility Levels) are also usually required for
planning permissions. Scores between 4 and 6 are favourable,
indicating excellent walking times from the point of interest
to public transport access points, the reliability and number
of services available, and the average waiting time for
services.
Currently this is only applicable to major developments but it
would be sensible to assume that eventually it will be applied
to smaller applications by Planning Authorities who will
develop models throughout the UK. Manufacturer CI
(Customer Interface) requirements change regularly and
therefore planning permission would be required to any
material change to elevations such as cladding colour and
signage. It is likely that this could extend to the type of
materials being used and their sustainability characteristics.
Dealers looking to develop or refurbish premises will need to
consider if they have priced their projects with these
conditions. Manufacturers may also need to consider whether
their corporate identity standards are aligned to this changing
planning landscape.
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There has been a notable shift in focus towards ESG
(Environmental, Social and Governance) by property investors
and valuers. ESG incorporates a broad range of topics under
the various terms including climate change, waste and
pollution and water efficiency (Environmental), human rights
and working conditions (Social), business ethics, board
diversity and corruption (Governance). Typically flood risk
has been the key consideration for investors and valuers
historically but through the widespread esteem of property
sustainability measurements such as SKA rating and BREEAM,
a greater regard to alternative sustainable property
characteristics is being established. Elements including
heating, lighting, waste management systems, water usage
and even health and wellbeing are being incorporated into
valuation methods and investment strategies. For example
The Better Building Partnership (BBP) which includes a
number of landlords in this sector such as abrdn, Hermes and
M&G Real Estate amongst others have signed up to deliver
net zero carbon real estate portfolios by 2050.
The RICS (Royal Institution of Chartered Surveyors) are
frequently releasing updates to their mandatory standards,
guidance and best practice resources for members who value
property. This in turn will reflect on investment sentiment,
with property valuation at the heart of the investment
process. Survey feedback from RICS members across the
commercial property sector exemplifies that interest in
‘green’ and sustainable buildings has ballooned over the last
few years. Valuers are now either consistently applying ‘green
premiums’ to buildings with notable levels of sustainability or
‘brown discounts’ which factor in expenditure required or
will be required to bring the property up to standards.

Green landscaping and PV panels Milton Keynes Audi
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The majority of the respondents suggest green buildings will
receive rental and price premium rather than discounts, but
as legislation grows and expectations of meeting targets
shrink, brown penalties are likely to become more common.
Demand from clients, stakeholders and customers is believed
to be the biggest contributing factor driving ESG investment.
The opportunity therefore arises for dealers and manufacturers
to work in tandem with their Landlords to either refurbish,
retrofit, or develop sustainable characteristics to their
dealerships to improve general stakeholder sentiment across
the board. This could be made viable through rent free or
capital contributions to aid dealers with overall costs in return
for taking longer leases or improving other lease clauses.
FIGURE 5: DRIVERS OF ESG INVESTMENT
45
40
35
30

% of respondents

HOW ARE PROPERTY INVESTORS AND VALUERS
REACTING?

25
20
15
10
5
0

Demand
from clients,
stakeholders
and customers

Increased
awareness of
ESG risk and
opportunities

Brand
image and
reputation

Regulation
and legal
requirements

A rise in ESG
related data,
research and
analytics

Higher
potential
financial
returns

(Source: RICS) – respondents were asked to select what they
considered to be their top three drivers of rising ESG investment

WHAT DOES THIS MEAN FOR DEALERS AND
MANUFACTURERS?
62% of manufacturers have stated they have developed
comprehensive sustainable strategies (SMMT). Toyota have
set a net zero target of 2050 in line with government
timescales, whereas Volvo are aiming for 2040. As well as full
electrification, manufacturers will need reduced emissions
further in their supply chain. There are a number of solutions
to this that manufacturers are beginning to implement such
as reusing raw materials and parts for vehicles, using
renewable energy sources at production plants, minimizing
and optimizing water usage at production plants and where
all else fails, carbon offsetting by investing in reforestation
initiatives. By reusing and recycling in this circular economy
approach, manufacturers estimate they can reduce waste by
up to 70% (SMMT). Other approaches are also being taken,
for example, Bentley have switched to waste-based
renewable fuels for greener in house logistics and Toyota GB’s
headquarters in Burgh Heath was awarded the 2020
Biodiversity Benchmark by the Wildlife Trust as a result of
creating a sustainable wildlife habitat within the grounds.

management are also assessed, requesting levels of
electricity, gas and fuel consumption as well as any local
renewable energy production or details of the property’s
green electricity provider (where applicable). There are also
questions over the waste management systems in place and
EV charging infrastructure on site. The third line of questioning
assesses retrofit ideas, gauging whether the dealer would
consider sustainable measures such as rooftop photovoltaic
panels, solar thermal panels, thermal pumps, LED lighting,
green facades or rainwater reuse systems. Finally, dealers are
questioned on the return of investment, analysing when they
expect the investment to be paid back.
There are a number of dealerships that have obtained the
coveted BREEAM excellent score, including KIA Coulsdon,
Volkswagen Coulsdon, Audi Coulsdon and Volkswagen West
London with the geographic concentration illuminating the
planning imposition. These properties include features such
as Photovoltaic roof panels, combined heat and power plants,
air source heat pumps, high luminous efficiency lighting, air
conditioning systems powered by car engines running on
natural gas and landscaped exteriors.

FIGURE 6: MEASURES REQUIRED TO CREATE CARBON ZERO DEALERSHIPS
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As the manufacturers continue to flaunt their core ESG
practices throughout the supply chain, on the whole dealers
are not yet receiving instructions to make their dealerships
sustainable and part of the circular economy, other than
through BEV and AFV sales and the accompanying charging
infrastructure. However, with an eye on their net zero targets,
manufacturers have started the conversation and are
attempting to gauge the level of initiative taken by their
dealers. For example, Toyota have requested that all their
dealers take part in a “Green Dealer Survey” which aims to
assimilate data on the levels of sustainability within the
dealership network. There are 4 main areas of data collection
including questions regarding their current facilities such as
the size, age of the premises and details about when the
property was last retrofitted. Energy consumption and waste

Omit gas heating
for radiant panels
or small local air
heaters.

General up-lift in the specification
of materials to increase thermal
efficiencies, which will reduce the
energy consumption of the building.

Features like these do induce significant cost, and it is unclear
whether dealers are likely to receive financial support from
the manufacturers towards retrofitting dealerships with such
initiatives. However, through the measures outlined in the
infographic above, creating carbon zero dealerships is very
much possible and the opportunity therefore presents itself
to the automotive industry to be at the forefront of change.
There is clear evidence dealers and manufactures are now
looking beyond electrification in leading the charge to net
zero.
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Disclaimer. The property details contained within our database have been sourced from particulars in general circulation and our own records
and whilst the information is believed to be correct Automotive Property Consultancy Ltd do not accept responsibility for the accuracy of the
information provided. Whilst we endeavour to keep this information regularly updated we recommend that the information provided is
independently verified if contemplating relying on it. December 2021.
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