
Pocket Guide 
to Carbon

This report is solely for the use of client personnel. No part of it may be circulated, quoted, or reproduced 

for distribution outside the client organization without prior written approval from South Pole Carbon Asset 

Management Ltd. This material was used by South Pole Carbon Asset Management Ltd during an oral 

presentation; it is not a complete record of the discussion.

August 2008 

This report is solely for the use of 
client personnel. No part of it may 
be circulated, quoted, or 
reproduced for distribution outside 
the client organization without 
prior written approval from South 
Pole Carbon Asset Management 
Ltd.



COMMON ACRONYMS

CDM Clean Development Mechanism

CER Certified Emission Reduction (unit for the CDM)

Annex 1 Industrialised nations that have GHG reduction commitments

DOE Designated Operational Entity: an accredited organisation that validates and 
certifies CDM projects

CO2eq Carbon dioxide equivalency: a quantity that describes, for a given mixture and 
amount of GHG, the amount of carbon dioxide that would have had the same 
GWP when measured over a particular timescale (generally 100 years)

1

DNA Designated National Authority

EB Executive Board: the highest authority for the CDM under the UNFCCC

ERU Emission Reduction Unit (unit for JI)

EU ETS European Union Emissions Trading Scheme

GHG Greenhouse gas

GWh Gigawatt hour (million kWh)

GWP Global Warming Potential



COMMON ACRONYMS

IPCC Intergovernmental Panel on Climate Change

IRR Internal Rate of Return

JI Joint Implementation

kWh Kilowatt hour

LULUCF Land Use, Land Use Change and Forestry

MW Megawatt

ODA Official Development Assistance

PDD Project Design Document
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UNDP United Nations Development Programme

UNEP United Nations Environment Programme

SD Sustainable Development

UNFCCC United Nations Framework Convention on Climate Change

WMO World Meteorological Organisation

PoA Programme of Activities
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SOUTH POLE HAS A WEALTH OF INTERNATIONAL EXPERIENCE

Main office

Zurich

Satellite office• 9 offices 
worldwide

• Over 40 carbon 
professionals

• Projects in 18 
countries

• Carbon market 
experts from 
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Johannesburg

Zurich

Jakarta

Bangkok
Taiwan

Beijing
Rabat

São Paulo

experts from 
McKinsey and 
Company, 
myclimate 
Foundation and 
500ppm Ltd

• Representation 
on UN 
Methodology 
Panel

Mexico City

Overview of South Pole



SIGNFICANT EXPERIENCE IN THE CARBON INDUSTRY

DescriptionFactor 

• Over 100 project across 18 countries worldwide
• Span industries including renewable energy (wind, hydro, 

landfill gas, biomass), waste water treatment, biofuels, 
composting, energy efficiency, waste heat recovery

Diverse geographic 
and industry 
experience

• Successful advisory of registered projectsSuccessful track 
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• Successful advisory of registered projects
• More than 100 million tons CO2e forecast until 2012

Successful track 
record of registered 
CER volume

• Two elected members of the CDM EB Methodology Panel

• One elected member of the CDM EB Registration and 
Issuance Team

• Participating in major climate change negotiations since 1997

Unparalleled CDM 
regulatory insights

Overview of South Pole



SOUTH POLE CAN PROVIDE A WIDE RANGE OF SERVICES TO EMISSION 
REDUCTION PROJECTS

DescriptionService area 

• Support through all steps of carbon registration process
• Sales of resulting credits to our network of AA-rated buyers at 

premium prices
• No fees charged by South Pole for carbon development and 

registration. South Pole takes on full risk on behalf of project 
and is remunerated through a commission on sale of credits

Carbon asset 
management
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• Structuring of carbon revenues to optimise for cash flow 
requirements of projectsCarbon structuring
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• Up to 40% equity and mezzanine debt financing (equivalent to 
between €3-15m) through our Gold Standard Fund, formed 
together with Credit Suisse and AIL Structured Finance 

Equity financing
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• Prioritised access to debt financing through our partnership 
with local banking partnersDebt financing
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• Technical support and turnkey solutions through our broad 
network of technology partners, across a number of 
technologies

Technology 
support

5

Overview of South Pole



THE CARBON MARKETS HAVE BEEN FORMED OVER THE LAST 20 
YEARS

1988 • UNEP and WMO establish IPCC to investigate climate change

1990
• IPCC’s first report concludes that man-made GHG’s are contributing to 

global warming

1992 • UNFCCC completed as a global initiative to address climate change

1994
• UNFCCC enters into force. Divides the world into Annex I (industrialised) 

and non-Annex I (developing) countries
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1997
• Kyoto Protocol introduced, setting legally binding GHG emission 

reduction targets for Annex I parties

2001
• Marrakesh Accords lays out comprehensive rule book for meeting 

targets

2008 • First Kyoto commitment period begins

2012 • First Kyoto commitment period ends

Overview of the carbon markets



THE CARBON MARKETS HAVE BEEN FORMED TO ASSIST IN 
PREVENTING GLOBAL WARMING

Global Warming

• High concentrations of 
greenhouse gases 
causing global 
warming

• Without intervention 
concentration of 
greenhouse gases 

Kyoto Protocol

• Global emissions of 
greenhouse gases 
need to be reduced to 
prevent global warming

• These reductions 
divided among Annex I 
parties, and 

Annex I parties

• Local reduction of 
emissions

• International emission 
trading of excess 
allowances

Project based 
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Overview of the carbon markets

greenhouse gases 
expected to increase 
further

parties, and 
appropriate caps set 
on their emissions

• Annex I parties issued 
with allowances equal 
to their caps

Project based 
mechanisms:
• Joint implementation: 

investment in emission 
reduction projects in 
other industrialised 
nations

• Clean Development 
Mechanism: 
investment in emission 
reduction projects in 
developing countries



THERE ARE SIX GHG’S CONTROLLED UNDER THE KYOTO PROTOCOL, 
EACH WITH VARYING IMPACTS ON GLOBAL WARMING

310

21

1Carbon dioxide (CO2)

Methane (CH4)

Nitrous Oxide (N2O)

Hydrofluorocarbons (HFCs)

1,300HFC-43-10mee

1,300HFC 134a

Greenhouse gas chemical

Global warming potential (GWP)

tCO2eq*

1

2

3

4
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1,300

2,900HFC 152a

11,700

Perfluorocarbons (PFCs)

7,400PFC compounds C5-18

HFC 134a

PFC-14

23,900

HFC 23

6,500

Sulphur Hexafluoride (SF6)

5

6
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CARBON TRANSACTIONS GROWING EXPONENTIALLY AND EXPECTED 
TO REACH USD100BN IN 2008
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SOUTH POLE SPECIALISES IN THE GOLD STANDARD, A QUALITY LABEL 
FOR CDM PROJECTS

• Initiated by WWF, SSN 
and Helio International

Formation

• Quality label for 
carbon credits from 

Purpose

• South Pole specialises 
in Gold Standard 

South Pole and the GS
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and Helio International
• Launched in 2003 

after wide ranging 
stakeholder 
consultations

• Endorsed by 51 NGOs 
and charitable 
organisations 
worldwide

carbon credits from 
CDM, JI and voluntary 
projects

• Provides assurance 
that the project (1) 
reduces emissions 
and (2) contributes to 
sustainable 
development goals of 
host country 

in Gold Standard 
projects

• South Pole developed 
and brought to market 
the first CERs from a 
CDM Gold Standard 
project

Overview of the carbon markets



UNDER THE CDM, COUNTRIES CAN USE CREDITS EARNED FROM 
REDUCING EMISSIONS ABROAD TO MEET THEIR CAPS

• Switzerland finds it costly to reduce 
emissions

• Cheap GHG emission reduction projects can 
be implemented in South Africa

• CDM (‘Clean Development Mechanism’) 
allows industrialised countries to invest in 
emission reduction projects in developing 

CERs

Hypothetical example
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emission reduction projects in developing 
countries as an alternative to more costly 
emission reductions at home. CDM credits 
are called ‘CERs’ and can be used to meet a 
country’s cap

• Switzerland buys credits (‘CERs’) from 
project developers in South Africa 

Revenue

CDM project

The Clean Development Mechanism



MOST CDM PROJECTS ARE LOCATED IN ASIA AND LATIN AMERICA, 
WITH AFRICA FAR BEHIND

143

105

106

126

729

1,13327

13354
14

518

Brazil

Mexico
South 

Africa

Number of CDM projects by region (as of 1 Aug 08)

#

Number of 

countries with 

projects

13

355

248

India

China

19 18 7 4 2

Asia and 

Pacific
Latin 

America & 

Carribean

Africa Middle 

East

Other Total

50

The Clean Development Mechanism



ENERGY INDUSTRIES, WASTE HANDLING AND DISPOSAL AND 
PREVENTION OF FUGITIVE EMISSIONS ACCOUNT FOR MOST PROJECTS

Percent of CDM projects by scope (as of 1 Aug 08)

Energy 

industries
Waste 

handling & 

Fugitive 

emissions

Agriculture Manu-

facturing 

Other

6568

20

55

14

industries handling & 

disposal

emissions facturing 

industries

The Clean Development Mechanism

Including…

• Renewable 
energy

• Natural gas

• Waste heat 
recovery

• Energy 
efficiency

• Waste water 
treatment

• Landfill gas

• Methane 
recovery 
from biomass 
decay

• Gas recovery 
from oil wells

• Pipeline leak 
reduction

• Coal bed 
methane 
capture

• Methane 
recovery 
from manure 
and 
agricultural 
residue

• Fuel switch

• Cogeneration

• Energy 
efficiency

• HFC 
avoidance

• N20 
avoidance in 
fertilizer 
production

• Transport 
efficiency

• Forestry



THE CDM YIELDS FOUR MAIN BENEFITS

DescriptionBenefit

• The CDM assists in reducing global greenhouse gas 
emissionsReduction in GHG 

emissions

• One of the core goals of the CDM is to contribute to 
sustainable development in developing countries by focusing 
on projects with strong development benefits

Sustainable 
development
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• Results in an inflow of Euro-denominated foreign investment 
into developing countriesForeign investment

• Promotes technology transfer of emission reduction 
technologies from industrialised to developing countriesTechnology transfer

The Clean Development Mechanism



IN ORDER TO BE ELIGIBLE UNDER THE CDM, PROJECTS NEED TO MEET 
CERTAIN REQUIREMENTS

R
e
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u
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e

m
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n
t

Additionality Sustainable development

• The project must not have happened 
without CERs

• This is to ensure that the CDM leads to an 
additional reduction in emissions, and 
does not simply issue credits to meet 

• The project must contribute to the 
sustainable development goals of the host 
country as defined by the Designated 
National Authority

D
e

s
c
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p

ti
o

n
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does not simply issue credits to meet 
Annex I caps for projects which would 
have happened anyway

D
e

s
c

ri
p

ti
o

n

• The project is not financially feasible 
without CERs, but is with CERs

• There is an investment barrier which is 
overcome through upfront payment of 
CERs

• The project involves technological risk 
which the project owner is willing to take 
on because of the higher potential upside 
presented by CERs

• Social – improved quality of life and 
alleviation of poverty

• Financial – returns to local entities, 
foreign direct investment, technology 
transfer

• Environmental – reduction of harmful 
gases, conservation of resources, health 
benefits

E
x

a
m

p
le

s

The Clean Development Mechanism



TO COVER COSTS ASSOCIATED WITH REGISTERING A CDM PROJECT, 
IT SHOULD EXCEED A MINIMUM SIZE OF 30,000 TONS CO2e P.A.

Energy efficiency: equivalent of 250,000 incandescent 
bulbs replaced with CFLs or the installation of 15,000 

solar water heaters

Renewable energy: equivalent of 25,000MWh of 
electricity production per annum, or about 7MW of 

capacity at a 40% overall efficiency
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Forestry: the forestation or avoided deforestation of 5000 
hectares of land

Methane avoidance: treatment of 500 tons of organic 
waste per day through composting, landfill gas capture 

and flaring, or other methods

The Clean Development Mechanism



CARBON REGISTRATION TAKES PLACE IN PARALLEL TO PROJECT 
IMPLEMENTATION AND TAKES UP TO 12 MONTHS

# Approximate 

number of months

Project 
development Feasibility 

analysis
Financial 
closure

Con-

cept

Cons-

truction
Operation

Develop 
carbon 
strategy

Carbon 
commer-
cialisation

Exclusivity 
agreement

Term sheet
Transaction 
of CERs

ERPA

Due diligence
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Monitoring 
and 
verification

Issuance 
of CERs

Project 
documen-
tation 
(PDD)

Host 
country 
approval 
(DNA)

UNFCCC 
regis-
tration

Initial 
scope 
(PIN)

Project registration CER issuance

Validation 
(DOE)

CDM 
development

1 1 3 2 1 1

strategy Due diligence

The Clean Development Mechanism



CDM PROJECTS CAN BE DEFINED BY THEIR SCALE OR BY THE NUMBER 
OF PROJECT ACTIVITIES THAT THEY INVOLVE

Small-scale Large-scale

• Renewable energy up to 15MW
• Energy efficiency up to 15GWh 

per year
• Others that reduce emissions by 

up to 15,000 tons CO2e p.a.
• Methodologies simpler and 

transaction costs lower

• Projects exceeding small-scale 
limits

• Methodologies more onerous 
and transaction costs higher

Regular

• A single project activity
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Regular

Bundle

• Multiple identical activities which can all be defined upfront in the PDD
• To qualify as small-scale, sum of bundle must meet limits
• Bundling reduces transaction costs compared to registering separately

Programme of 

Activities

• Umbrella project which defines baseline and monitoring 
methodologies of future projects upfront

• Project activities can be added to the PoA at a later stage

The Clean Development Mechanism



DUE TO INHERENT RISKS, CER PRICES HAVE BEEN CONSISTENTLY 
LOWER THAN EUA PRICES

Comparison of CER and EUA prices

€ / ton

EUA

~ €7 - 8

CER prices 
consistently below 
EUA prices due to…

• DNA risk

• Validation risk

• Registration risk
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CER

~ €7 - 8

• Monitoring risk

• Verification risk

The Clean Development Mechanism



Monitoring 
and 
verification

Issuance 
of CERs

Project 
documen-
tation 
(PDD)

Host 
country 
approval 
(DNA)

UNFCCC 
regis-
tration

Initial 
scope 
(PIN)

Project registration CER issuance

Validation 
(DOE)

CDM 
development

PROJECTS CAN COMMIT TO SELLING CERs AT ANY TIME DURING THE 
CARBON DEVELOPMENT CYCLE
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At idea / 
concept stage

PDD developed 
and submitted 

to DOE for 
validation

Project 
registered by 
UNFCCC and 
LOA received 

from host 
country

CERs issued

Category 1 Category 2 Category 3 Category 4
Stage of 
project

Type of 
contract Forward 

contract
Spot contract

The Clean Development Mechanism



Actual prices paid for CERs of each category since 2004

EUR per CER

THE LATER A PROJECT COMMITS TO SELLING CERs, THE LOWER THE 
DELIVERY RISK AND THE HIGHER THE PRICE
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The Clean Development Mechanism



MOST AFRICAN COUNTRIES HAVE SIGNED THE KYOTO PROTOCOL AND 
HAVE SET UP DNA’S WHILE VERY FEW HAVE REGISTERED PROJECTS

Registered projects

Registered DNA

Signed Kyoto Protocol

Have not signed Kyoto 
Protocol

# Number of projects
1

4

4
2

Nigeria

Egypt

TunisiaMorocco
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Carbon in Africa

14

1

1

South Africa

Tanzania

Uganda
Nigeria



MOST AFRICAN PROJECTS INVOLVE RENEWABLE ENERGY, LANDFILL 
GAS, N20 ABATEMENT OR FUEL SWITCH

Landfill gas

# Number of projects

7

Hydro

1

Wind

3

Energy 
efficiency

Oil well gas 
recovery

Biomass 
cogen and 
fuel switch
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Carbon in Africa

2

Solar

1

1

Waste gas 
recovery

1

fuel switch

6

N2O 
abatement  
in fertilizers

5



THE VOLUNTARY MARKETS ASSIST COMPANIES AND INDIVIDUALS TO 
BECOME CLIMATE NEUTRAL

Carbon offsetting involves paying 
someone else to reduce GHG 

emissions elsewhere so you do not 
have to

Voluntary markets involve Compliance markets are 
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Voluntary markets involve 
companies and individuals 

who offset their own 
emissions on a voluntary 

basis for personal, CSR or 
marketing purposes

Compliance markets are 
creates and regulated by 

mandatory regional, national 
and international carbon 
reduction schemes (e,g. 

Kyoto Protocol and EU ETS)

The Voluntary Markets



VARIOUS VOLUNTARY STANDARDS EXIST, EACH WITH DIFFERENT 
PRICE IMPLICATIONS
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10

20

15 15

•Price 
range

Price per Carbon Credit, broken down by Standard type 

Euro per tCO2eq, 2007
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5 5
7

5

2

6

2

5

1

VOSGold
Standard
VER

10

Plan Vivo

10

CCBS

3

VCS VER+ CCX

The Voluntary Markets



SOUTH POLE CONTACT DETAILS

Zurich
Technoparkstrasse 1
8005 Zurich
Switzerland
Phone: +41 44 633 78 70
Fax: +41 44 633 14 23
info@southpolecarbon.com

Bangkok
Iyara Building, 3rd Floor, Suite 
3/2
Chan Road Soi 2

Johannesburg
1st Floor, Oxford Gate
Hyde Park Lane, Hyde Park
2196 Johannesburg
Phone: +27 11 280 6620
Fax: +27 11 280 6619

Jakarta.
Indonesia Office
Jl. Terusan Hang Lekir II No. 
15
Jakarta 12220

Beijing
Dongzhi Menwai Street No.48
Oriental Kenzo Building A, 22B
100027 Beijing
Phone: +86 10 8454 9953?
Fax: +86 10 8454 9953

Mexico
CISE Business Center
Ejercito Nacional 418, piso 7
Col. Chapultepec Morales
Mexico City 11570
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Chan Road Soi 2
Bangkok, 10120
Thailand
Phone: +66 2 678 8979
Fax: +66 2 678 8978

Jakarta 12220
Indonesia
Phone: +62 21 726 45 46
Fax: +62 21 739 40 39

Taichung (Taiwan)
Taiwan Office
Suite S305, Tunghai University
C/O: Dept of Environmental 
Engineering & Science
Taichung, Taiwan 407
Phone: +886 919 27 25 92

Mexico City 11570
Main +52 55 11 011770
Tel  +52 55 11 011792
Fax  +52 55 11 011775


