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Green Audits: A Boon to World

As the world gets global and industries flourish, not only money game is getting momentum but risk to human 
civilisation is also getting deeper because of over and inappropriate exploitation of resources available, both natural 
and man-made. One of the most devastating risks that business today poses to the world is pollution. And we all 
know how terrible its affect could be for survival and growth of human civilisation in not so distant future. In order to 
assure and safeguard the interest of entire human race and to ensure that businesses follow appropriate standards of 
production, a new saviour emerged in the name of ‘Green Audit’. Green audit in simpler language signifies “an official 
examination of the effects of a company's activities on the environment”.

A Green Audit, according to 
an online dictionary, is defined as: 
“Inspection of a company to assess 
the total environmental impact 
of its activities or of a particular 
product or process. For example, 
a green audit of a manufactured 
product looks at the impact of 
production (including energy use 
and the extraction of raw materials 
used in manufacture), use (which 
may cause pollution and other 
hazards), and disposal (potential 
for recycling, and whether waste 
causes pollution). Such ‘cradle-to-
grave’ surveys allow widening of the 
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traditional scope of economics by 
ascribing costs to variables that are 
usually ignored, such as defoliation 
of the countryside or air pollution.” 
Green audit in simpler language 
signifies “an official examination of 
the effects of a company's activities 
on the environment”. It is an 
assessment of and investigation into 
a company's claims, methods and 
policies in relation to environmental 
issues.

In very simpler terms green 
audit is audit to save environment. 
It involves not only evaluation of 
a business’ operations to detect 
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discrepancies as far as environment, 
energy and pollution is concerned, 
but also with an objective to find 
ways to operate more judiciously 
and with environmentally 
responsible methods, including 
renewable power sources such 
as hydroelectric, wind, solar, 
and geothermal energy. Basic 
purpose of Green Audit is to give 
public the information they need, 
to put a check on the companies, 
organisations and industrial 
entities which are damaging the 
environment and ecology. It is often 
seen that companies suppress 
the distribution of such serious 
information for selfish and vested 
interest and this fact results in the 
indispensable need for emergence 
of green audit as a tool to safeguard 
the environment.

Green Audit: A Boon to Human 
Civilisation
Every business fears the day of 
any scandal breaking out and the 
business finding itself sucked into 
a wave of bad publicity. Years of 
work and thousands of dollar in 
marketing effort can be wiped out in 
a breaking scandal that catches the 
public eye. We already know that 
bad news spreads faster than good 
news. Public loyalty is not easy to 
build, so businesses must be alert 
to the potential downside of any 
decision that is made in the normal 
course of business. We have seen 
several times that companies have 
damaged environment gruesomely 
and then have paid the price not 
only in monetary form, but also in 
the form of serious loss of reputation 
and goodwill. 

When bad environment related 
activities continue, they not only 
have serious effects on companies 
allowing them, but also pose threat 
to the lives of millions of people 
in the vicinity. We have seen how 
many lives were lost because of 
Union Carbide chemical disaster 
in Bhopal. Several other examples 

where disregard for environment, 
energy and green related issues 
have affected people at large are 
Chernobyl disaster, Three Mile 
Island Nuclear Power Plant threat, 
Camelford water pollution incident, 
Abbeystead disaster, North Korea 
Oil Pipe Explosion, etc. and the list 
is almost endless, but more than 
this it horrifies us about the bleak 
future if no significance is given to 
environment related issues.

Bhopal, Chernobyl, Love Canal, 
Seveso and others are just a few of  
the names that have entered 
the lexicon of devastation and 
destruction brought by the foolish-
ness and inconsiderate attitude of 
mankind towards the environment 
and social responsibilities. Bhopal 
disaster occurred on 3rd December, 
1984. The worst industrial chemical 
disaster ever, Bhopal evokes 
images of panic and thousands of 
corpses found in the morning after 
a deadly fog drifted across the city 
of Madhya Pradesh. According to 
reports 4,000 fatalities occurred 
in the wake of the leak from the 
Union Carbide pesticide factory, 
with around 50,000 people treated 
for illnesses related to the leak, 
including blindness and liver 
and kidney failure. According 
to environmental activists and 
damage researchers 20,000 deaths 
occurred in Bhopal. 

Various Studies and research 
on Bhopal disaster have suggested 
serious insufficiencies and dis-
crepancies in the safety measures 
at the installation, including lack of 
safety valves to prevent the mixing 
of water into the methyl isocyanate 
tanks which started the evolution 
of the toxic gas and the failure of 
scrubbers to treat the gas leak — 
apparently they were out of service 
for repair. While company kept 
claiming that the incident resulted 
from sabotage, but research and 
studies show the clear picture 
of disregard for corporate social 
responsibility. Tests to prove the 

theory of a water leak due to inferior 
system engineering failed to prove 
a credible hypothesis for how 
water entered the MIC tank. Union 
Carbide, now a subsidiary of Dow, 
paid the Indian Government $470 
million in a 1989 settlement of a 
lawsuit claiming $3 billion.

This devastating tragedy raised 
awareness for taking serious 
care and measures in placing 
dangerous installations and for 
using less hazardous chemicals 
wherever possible. Engineering risk 
assessments and independent, fail-
safe protections for all hazardous 
processes became standard 
as industry commitment and 
regulations drove improvements.

Similarly, one more devastating 
industrial hazard was Chernobyl 
disaster which occurred on  
26th April, 1986. Reactor 4 at 
Chernobyl was scheduled to be 
shut down, but a decision was 
taken to use the shut-down as an 
opportunity to test a theory. It had 
never been proven that cooling 
could be maintained in the event 
of an external power failure. 
Engineers believed that residual 

ll man-made 
disasters that 
have been 
recorded in not 
so distant past 

have caused heavy loss of life 
and resources, but the best 
part is that these have made 
human race more concerned 
about environment protection, 
conservation and clean green 
energy related issues. It is a 
matter of great satisfaction 
that industries today are 
showing concern by going for 
green audit and following all 
environment and carbon credit 
related norms to ensure not 
only safety, but also to gain 
other related benefits such as 
carbon credits. 

A
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energy from the turbine rotation 
could be used to pump cooling 
water until emergency generators 
kicked in. Unfortunately, the test 
was inappropriately conceived and 
foolishly executed. This resulted 
in run-away nuclear reaction, fire 
and explosion which led to release 
of more than 400-fold the amount 
of radiation from the Hiroshima 
bomb, hitting Belarus hardest and 
extending as far as Ireland. A total 
of 56 deaths and over 4,000 cancer 
cases were reportedly caused by 
this accident.

This tragedy and industrial 
hazard also helped organisations 
across the world to learn lessons 
regarding emergency personnel 
importance and significance of 
evacuation measures. Today, more 
than 30km exclusion zone remains 
unoccupied around the Chernobyl 
nuclear power plant, where large 
amounts of nuclear material in a 
decaying sarcophagus continue 
to incite concern and serious 
environmental damage fears.

On the same line, another 
manmade industrial hazard was 
Seveso on 10th July, 1976. A plume 
of tetrachlorodibenzo-para-dioxin 
(TCDD) contaminated vapors were 
released from a pesticide plant 
in the town of Seveso, Italy. More 
than 36000 people were exposed 
to the highest levels ever recorded 

of a dioxin, a class of chemicals 
believed to cause cancer. Not 
only this, several thousand cases 
of food poisoning were reported 
to have been caused because of 
this hazard and the Government 
in order to prevent the spread of 
pesticide, slaughtered more than 
80,000 animals so as to avoid  
toxins entering food chains.

All these disasters have caused 
heavy loss of life and resources, 
but the best part is that these have 
made human race more concerned 
about environment protection, 
conservation and clean green 
energy related issues. It is a matter 
of great satisfaction that industries 
today are showing concern by 
going for green audit and following 
all environment and carbon credit 
related norms to ensure not only 
safety, but also to gain other related 
benefits such as carbon credits. 

Significant development is 
that these industrial hazards have 
helped to remove blindfold from 
the eyes of corporate around 
the world and now everyone is 
making efforts to catch clean 
green environment bandwagon. 
As businesses have realised that 
practical impact of business on the 
environment is multiplied millions 
of times as businesses everywhere 
step forward to make a difference 
as well. So businesses are also 
learning that Green and sustainable 
issues have a pretty good return on 
investment when they are applied 
correctly. Other than the time and 
money required to Go Green, the 
rewards for making the effort simple 
are all positive.

How Green Audits Are Done? 
Usually green audit involves five 
steps; each step is a stage to be 
covered hierarchically in order to 
move to the next stage/step.

Stage 1. Gathering Information 
from the Employees:
This is first and the initial step taken 

when conducting green audit. 
Usually information is collected 
from employees of the organisation 
through surveys, questionnaire, 
etc. This is to gauge employees’ 
attitudes and awareness towards 
environmental issues at workplace. 
Questionnaire contains following 
queries:-
-  Do you consider yourself eco 

conscious? 
-  Do you consider your 

organisation to be eco-
friendly and supporting the 
environment? 

-  What do you think are the 
top priorities that should be 
tackled?

-  What are the issues related 
to environment, energy which 
makes you feel concerned with 
regards to your workplace?
And so on. Through this survey, 

usually information is collected 
regarding commuting, business 
travel and other office practices. 
This information helps an auditor 
to get a larger and clearer view of 
employee-based environmental 
impacts and organisation’s carbon 
footprint.

sually green 
audit involves 
five steps; each 
step is a stage 
to be covered 

hierarchically in order to 
move to the next stage/step. 
These five stages include 
‘Gathering Information from 
the Employees,’ ‘Conducting 
Organisation Premises 
Survey,’ ‘Carbon Footprint 
Calculator,’ ‘Run Visit to 
Worksite,’ and ‘Green Audit 
Report Generation’.

U

hrough green 
audit the 
companies 
not only get 
information about 

their carbon footprints, but 
also about absolute carbon 
emissions. Through his audit 
report auditor takes special 
care to explain how client 
stacks up against peers. 
Comparative industry analysis 
report generated during audit 
helps organisation to know as 
to whether you are better or 
worse than the average. This 
benchmark will give a good 
idea of where one is starting 
from and how far one needs  
to go to be considered a 
leader.

T
1207



GREEN AUDIT

THE CHARTERED ACCOUNTANT     february     201276

Stage 2. Conducting Organisation 
Premises Survey:
After ample basic information is 
collected from employees, the next 
step is to get a bit deeper view by 
analysing the workplace, techni-
ques applied and the work culture. 
This information is collected to 
assess office-based environmental 
impacts, like square footage, 
utility bills and IT equipment. This 
information is added to carbon 
footprint data related to organisa-
tion which helps in getting 
knowledge about organisation’s 
annual greenhouse gas emissions.

Data related to electricity 
consumption, fuel and power 
usage, natural gas and water 
usage is collected. This data is for 
the purpose of further assessment 
related to organisation consumption 
pattern and its after affects.

Where there is lack of informa-
tion desired for the purpose of the 
green audit, data regarding usage 
of electricity, natural gas and water 
is used. In such a case national 
averages are plugged in when 
information on specific impacts are 
missing.

Stage 3. Carbon Footprint 
Calculator:
Information gathered from the 
Employee Survey and the Premises 
Survey is run through carbon 
footprint calculator. Carbon footprint 
calculator helps in calculating the 
carbon emission effect generated 
through the activities of the entity 
in numerical terms. Many different 
calculators developed considering 
special scientific theories that  
help in measurement of carbon 
emissions. Green audit not only 
calculates the annual tons of 
carbon emissions that client office 
emits, but also breaks it down by 
key “carbon drivers” so that proper 
analysis of carbon footprint can 
be made and assessment can be 
made to know from which type of 
behaviour carbon footprints are 

reen audits are 
just not audits of 
carbon footprints 
in normal terms 
but they are 

now seen as corporate social 
responsibility. Green audits 
are surely here to stay as 
it not only helps in making 
organisation more responsible, 
but also helps them to identify 
solutions to their cost control 
problems through efficient 
environment management.
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generated and in what quantities 
(e.g. air travel Vs. car commuting 
Vs. paper use Vs. utilities). All this 
information helps in taking steps 
later on to devise and channelise 
correct practices in organisation 
to reduce carbon footprint on 
ecology.

Through green audit the 
companies not only get information 
about their carbon footprints, 
but also about absolute carbon 
emissions. Through his audit report 
auditor takes special care to explain 
how client stacks up against peers. 
Comparative industry analysis 
report generated during audit helps 
organisation to know as to whether 
you are better or worse than the 
average. This benchmark will give 
a good idea of where one is starting 
from, and how far one needs to go 
to be considered a leader.

Stage 4. Visit to Worksite:
Next step in five stages of green 
audit is onsite visit which is 
also known as "Understanding 
Sustainability” Workshop stage – 
The first component of the onsite 
visit is a 90-minute workshop, an 
opportunity for everyone in the 
company to hear about the concept 
of sustainability and why the 
company is choosing to “green” 
its operations. This workshop 
basically allows employees to voice 
any concerns or areas of particular 
enthusiasm and will provide the 
Green Auditor conducting the audit 
with a contextual understanding 
of business operations and goals. 
Specifically, the workshop will cover 
issues of organisational culture, 
existing environmental policies/
programmes and employees’ 
vision for the future and challenges 
to being more sustainable. In this 
workshop each and every employee 
in the organisation is encouraged 
to attend. Representatives from 
the following departments must 
be in attendance: operations/
management, facilities, purchase, 

human resources, sales/marketing, 
finance and personnel.

Later on, after the workshop 
session Facility Walk-Through 
is undertaken. In this facility 
walkthrough the Green Auditor 
will spend several hours walking 
through the operations and 
speaking one-on-one with select 
personnel to gather additional 
data needed to inform the carbon 
footprint calculation and the 
afternoon recommendations.

At last, in this stage of onsite 
review visit the “Results and 
Recommendations” Presentation 
is undertaken – At the conclusion 
of the onsite visit, organisation is 
informed about the results of the 
whole green audit exercise in a 
special conclusion meet with the 
Green Auditor. 
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The following business is 
conducted in this meeting: receiving 
the results of the employee survey 
and carbon footprint analysis as 
well as a power point presentation 
outlining the results of the Audit. 

Topics which are discussed 
include current environmental 
strengths and weaknesses, “easy 
wins” that can be implemented 
immediately and longer-term 
recommendations.

Stage 5. Green Audit Report 
Generation:
This is the final stage in the 
whole exercise of green audit 
which involves preparation and 
delivery of green audit report 
to the organisation. This report 
includes all of the previously 
presented information as well as a 
list of additional resources to get 
started. For clients who choose 
a more extensive audit with a 

longer onsite visit, the auditor will 
schedule additional one-on-one 
interviews with key personnel in 
departments such as operations, 
human resources, purchase, 
sales, customer service, facility 
maintenance and research and 
development.

Auditor not only reports 
discrepancies, but also suggests 
measures and an action plan 
specifically tailored to the company, 
its available staff and budget 
resources, with the primary goal 
to identify “low hanging fruit” and 
opportunities for cost savings 
through better environmental 
management.

Conclusion
Green audits are just not audits of 
carbon footprints in normal terms, 
but they are now seen as corporate 
social responsibility. Green audits 
are surely here to stay as it not only 

helps in making organisation more 
responsible, but also helps them 
to identify solutions to their cost 
control problems through efficient 
environment management.
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