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Comment	on	Draft	Regulations:	
Carbon	Offsets	

Introduction	
 
Thank you for the opportunity to comment on the draft regulations for Carbon 
Offsets. We welcome Treasury's initiative to provide an off-set mechanism and 
believe this could be an excellent tool to mobilise resources for improved (low 
emissions) business practices, specifically at the small (community) scale 
where socio-economic development benefits can impact positively on creating 
and improving sustainable livelihoods. 
 
However, and this is a CRITICAL point, the opportunity to benefit small scale 
initiatives and create improved livelihoods for households outside (or on the 
periphery) of the large formal mainstream economy, requires a validation and 
verification mechanism that is appropriate, affordable and effective. To be 
blunt, the CDM and even Gold Standard or VCS, do not provide such a 
mechanism. 
 
In this regard, we speak with the confidence that comes from experience.  

SA’s	pioneer	work	on	CDM	Gold	Standard	and	community	
development	
 
SouthSouthNorth (SSN), a South African Non Profit Corporation, registered 
Africa's first CDM project, which was also the world's first Gold Standard 
accredited project. This was the Kuyasa CDM Gold Standard Project – focused 
on thermal and energy efficiency in RDP housing. The project was a pilot, to 
ascertain the methodological, practical rollout and actual process of carbon 
verification and sale. The longer-term objective was to assess the viability of 
attracting long-term carbon finance to support the introduction of thermal and 
energy efficiency measures on all South Africa's RDP houses (currently 
approximately 4 million units).   
 
The Kuyasa CDM project was both an extraordinary success and a dismal 
failure. The Kuyasa CDM project is hailed globally and has won numerous 
local and international innovation awards. It introduced new ‘suppressed 
demand’ methodologies and the extraordinary social, economic and health 
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benefits of the home improvements on the lives of poor households are well 
documented. Just one (large) problem exists, however. The project has – in 
spite of ongoing efforts since completion more than 6 years ago, taken until 
just last week to achieve final verification of a single ton of Carbon under the 
CDM process. GS verification is still pending. 

Kuyasa’s	lesson	
 
The cost and time and complexity involved have provided an excellent 
illustration of the futility of seeking to verify small scale, sustainable 
development carbon projects under the CDM mechanism. It is simply not 
viable.  
 
The project has been responsible for a verifiable annual reduction of over 
10,000 tCO2e and the proven tangible improvement in the lives of more than 
12,000 people in over 2,300 households. SSN has spent several million Rand 
and volunteered many, many person hours in a concerted effort to get 
Kuyasa's Carbon verified through the UNFCCC endorsed process. This effort 
is ongoing (thanks to the largesse of SSN and the dogged determination of a 
few committed staff members) and might still yield a positive result one day. 
However, by an objective standard, that result would have come at an extreme 
cost, rendering the exercise almost futile. 

Policy	suicide	
 
The comments to the draft policy note that: "It is envisaged that the scheme 
will rely primarily on existing international carbon offset standards namely, the 
CDM, VCS and GS and their associated institutional and market 
infrastructure.”  
 
Under those standards, this laudable policy, will be stillborn and the impact that 
it seeks to promote will be lost, to all but the large commercial/industrial actors 
who largely have little interest in the stated policy objective:  

"to generate sustainable development benefits and employment 
opportunities by encouraging investment in energy efficiency and 
renewable energy, in rural development projects, and initiatives aimed 
at restoring landscapes, reducing land degradation and biodiversity 
protection." 

A	glimmer	of	hope	
 
The draft regulations provide – in the definitions section – that an approved 
project could also mean "a project that complies with another 
standard approved by the Minister of Energy ..."     
 
We assume that National Treasury is aware of the problems that have beset 
Kuyasa CDM and other similar pioneer initiatives both domestically and around 
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the world and therefore intends to create the possibility for approval through 
other, more appropriate and effective compliance standards.  But why stop 
there and why leave it open – requiring the Minister to promulgate additional 
regulations, when a suitable, proven domestic registry already exists in 
Credible Carbon? 

Further	recommendation	
 
We urge that Treasury, while retaining the future flexibility provided for under 
the definition in Section 1 (d), also defines explicitly (alongside CDM, GS and 
VCS) the only standard which is currently actively operational in South Africa, 
and which complies with the need for reliable, credible, effective and practical 
validation and verification of carbon off-sets – enabling the off-set policy to 
achieve its objective.   
 
There is only one standards registry which is currently selling carbon off-sets 
and providing cash resources to small scale off-set projects in South Africa, the 
Credible Carbon registry. South African Institutions who place high value on 
their reputations and appreciate value for money are purchasing these off-sets.  
These include large corporate Institutions like Nedbank, Aurecon, and the 
Table Mountain Cableway. 

CDM	GS	and	Credible	Carbon:	a	quick	case	study		
 
Our point is illustrated through a comparative analysis of the CDM GS versus 
Credible Carbon registry, using the Kuyasa CDM GS as a case study. The 
initial validation of the Kuyasa CDM GS project was completed in 2005, after 
an intensive two-year process, costing approximately R3M. Once project 
implementation was complete in 2010, SSN sought the verification of the 
project’s first Carbon Emission Reduction certificates (CERs) for the period 
2008 to 2010.  
 
After another four years and a further expenditure of approximately R2m, 
including on DOE accredited consultants based in Europe, SSN was at the 
point of throwing in the towel. The carbon revenue had been earmarked for 
maintenance of the solar water heating installations and money was sorely 
needed for this purposes. 
 
SSN approached Credible Carbon in June 2014 to see whether some revenue 
could be obtained through Credible Carbon’s registry. A Project Idea Note 
(PIN) was approved within a month and by the end of the year – at no cost to 
the project – Credible Carbon had contracted a local verification agent, who 
completed an audit of Kuyasa’s carbon emission reductions for the period 2011 
to 2014. By the end of the following year, Credible Carbon had sold sufficient 
tonnes of Carbon to recover their costs and start distributing money to the 
project. 
 
A more in-depth study might be useful but for now we focus on just a few 
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points of comparison, which we believe aptly illustrate the point. These have 
been tabulated for ease of reference. 
 
 CDM GS Credible Carbon 
Time to validate 2 years 1 month 
Cost to validate +/- R3m Nil 
Time to verify > 6 years and ongoing < 3 months  
Cost to verify +/- R2m and counting R30,000 (paid by 

Credible carbon at their 
risk and recovered from 
first sales)  

Time to first cash 
return 

> 6 years since 
completion and still 
waiting 

< 1 year 

Money spent on 
foreign based 
consultants 

Euro 140,000 
(approx. R2m) 

Nil 

 
A final point worth noting is that while the CDM GS verification process has 
proven exacting, it has been no more technical rigorous than the verification 
process applied by Credible Carbon. Credible Carbon, in fact spent more time 
on site in Kuyasa doing physical checks and were quick to understand and 
point out risks in the actual level of emissions reduction achieved – due, for 
example to unmet maintenance needs. Credible Carbon was open and 
transparent about their technical analysis and queries, enabling the project to 
respond (either standing our ground or conceding). The CDM GS process by 
comparison was bureaucratic to the point of distraction and completely opaque 
on a technical level – leaving us scratching our heads to comprehend and 
requiring us, for example, to provide proof (detailed data) backing up Eskom’s 
published Grid Emissions Factor. 

Conclusion 
 
Treasury should not be fooled into believing that CDM GS represent viable off-
set options to achieve South Africa’s stated policy objective – especially at the 
small scale community based project level.  
 
The resources that will be wasted on outdated and unnecessary foreign 
standards – designed for a UN style bureaucracy to meet a highly skeptical 
and jaundiced global compliance market – will result not only in unnecessary 
capital outflows to foreign registries and consulting firms, but also in high 
transaction costs that will sink this noble ship before it even sets sail on its 
maiden voyage. 
 
The simple solution is to amend the draft regulations in Section 1 to explicitly 
recognise Credible Carbon, the only proven affordable, reliable and functional 
registry in South Africa providing an approach which builds on SA skills and 
experience and does NOT rely on foreign accredited consultants to undertake 
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registry admin or validation/verification services.   


