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| CARBON CREDITS |

Costly footprin

Are carbon emissions an asset or a liability on a company’s
balance sheet?

OUTH AFRICAN COMPANIES, par-

ticularly those operating in the min-

ing sector, are becoming increasingly
aware of their exposure to the trillion-dollar
carbon market and that'’s likely to grow
rapidly over the next few years, says leading
mining industry business process consul-
tant Simon Davies, of Partners in Perfor-
mance International, a consulting firm that
includes most of the world’s major mining
houses in South Africa, Australia and Britain
among its clientele.

“Irrespective of industry, the corporate
world is becoming increasingly aware of
its carbon footprint,” said Davies. He points
to the travel industry, where major airlines
provide a terminal that calculates the “car-
bon footprint” of a particular journey and
allows passengers to then make a voluntary
payment into a fund aimed at clean devel-
opment projects. Davies says contributions
like those will become compulsory in a few
years' time and South African executives are
taking notice.

“SA’s CEs are also becoming more aware
of issues such as safety and the environmen-
tal impact of their business operations.” says
Davies. “If one looks at Cynthia Carroll (Anglo
American), she has shut down operations

deemed unsafe.

The global carbon market is being driven
by the Kyoto Protocol, an agreement signed
by developing and developed countries
aimed at reducing the levels of carbon mon-
oxide worldwide. The impact of such emis-
sions on the atmosphere is having a profound
effect and that’s influencing environmental
aspects, such as climate change.

Companies operating in developed
countries were expected to reduce their
exposure with levels being “capped”. Firms
that went above those levels were expected
to either invest in clean development proj-
ects that would generate carbon credits,
buy carbon credits on the open market or
pay a monetary fine.

In essence, a monetary price is being
placed on damage being done to the envi-
ronment and that market'’s creating both
opportunities and threats for resources
companies.

Traditionally, developing countries have
had less exposure to regulation about pollu-
tion controls and many multinationals have
been criticised for taking advantage of those
loopholes to damage local environments
without being held accountable.

Many of SA's major mining houses have

operations worldwide. Companies such as
Anglo American, Sasol and BHP Billiton have
exposure to both developed and developing
countries. The Kyoto Protocol takes that into
account and allows companies to invest in
projects worldwide to earn those credits.

For example, though AngloGold Ashanti
could find itself above the limits with its US
operations it could in turn invest in a clean
development mechanism (CDM) project, such
as hydroelectric power, in Ghana, where it has
other operations.

Each signatory to Kyoto has its own
designated national authority. In SA the
Department of Minerals & Energy is respon-
sible for compliance and managing CDM
projects here.

SA businesses are also becoming increas-
ingly aware of the value of those projects
and the credits or liabilities on their balance
sheets. “Our CDM project has already banked
us in excess of R100m in credits,” said Sasol
CEO Pat Davies in a recent interview after the
chemical and mining giant announced its
financial results.

Sasol has invested in a project to reduce
the nitrous oxide emissions from its nitric acid
plants at Secunda and Sasolburg.
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