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of departure and arrival for each flight to share the emissions equally on the assumption that 
these two countries would be the ones to benefit economically from the flight.” 
 
Environmentalists claim that the UK aviation industry benefits from as much as £9bn in tax 
advantages annually. If VAT exemptions were removed and aviation fuel taxed at the same 
rate as petrol for cars, there would be no necessity for any new runways or airports to be 
built, according to work published by the Aviation Environment Federation3. Even the 
Government estimates that the climate change costs associated with UK passenger aircraft 
(using a damage cost for carbon of £70 per tonne) were £1.4 billion in 2000. This is 
expected to rise to over £4 billion by 20304. 
 
Fund managers are beginning to incorporate the range of these external costs into 
their company and sector valuations, and assessing the impact of these costs on 
shareholder value. 

 
EU Emissions Trading Scheme - Implications 

 
A number of investment banks, including J P Morgan and UBS, have analysed the 
implications of the EU Emissions Trading Scheme (ETS) on the European power generation 
sector. The City has yet to consider the cost and demand implications that resultant 
higher electricity prices will have on electricity intensive sectors, such as cement, 
pulp and paper and steel production, and manufacturing in general. Further, will 
companies not directly involved in the ETS be forced to operate at a competitive 
disadvantage in international markets as a result of higher operating costs? 
 
The EU Emissions Trading Scheme comes into force on 1st January 2005, and 
Governments across Europe, including the 10 Accession States that will join the EU on 1st 
May 2004, are currently working on plans to allocate allowances to the industrial sites 
covered by the 1st stage of the Scheme (2005-2008). 
 
Most analysts conclude that electricity prices will rise as a direct result of the Emissions 
Trading Scheme - by as much as 63% according to one estimate.5 There are many 
mechanisms (fines for excessive polluters, taxes on input or output, or market instruments 
such as emissions trading schemes) that can be used to encourage emissions reductions. 
These will inevitably lead to higher electricity prices, which is entirely consistent with the 
efficient reduction of C02 emissions, as the cost of carbon emissions passes on to the 
consumer. 
 
The knock-on effect on demand, resulting from higher exit prices for sectors such as 
the automotive manufacturers, consumer durables and household goods sectors, 
has yet to be incorporated into City analysts earnings forecasts from 2005 onwards. 
 
Trucost recently shed light on the EU ETS in a Trucost Briefing – to access this click here: 
http://www.trucost.com/euemissions.html.  Trucost also provided research for JP 
Morgan’s recent report on the impact of the EU ETS on European utility companies’ 
profitability – click here for the report: http://www.trucost.com/20031117jpmorgan.html 

                                                      
3 www.transport2000.org.uk  
4 ‘Future of Air Transport’ Department for Transport White Paper, 16th December 2003 
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Global Mining –  

Digging Deep Enough? 
 

The definition of mining waste is a controversial subject. While mining and quarrying 
activities undoubtedly produce large amounts of leftover rock, the definition of heavy metals 
and sulphide (contained in the leftover rock) as toxic releases to the environment, is being 
challenged by mining companies. The financial implications of inclusion or exclusion of 
leftover rock in the mining waste definition are substantial, and have prompted contradictory 
court rulings in the U.S. and Europe. 
 
Recent research by Trucost has shown that exclusion of waste rock significantly alters the 
environmental impact profile of a mining company, and reduces the direct external cost to a 
much lower amount. Under a reporting system that imposes a waste rock definition such as 
that determined by the European Court of Justice, a major global mining company’s 
abatement costs would be 3.6 times higher than that under a system that does not 
consider waste rock to be an emission.6 
 
New legislation in many parts of the world is expected to increase the insurance operating 
costs of mining companies, such as the Mineral and Petroleum Resources Development Bill 
expected in South Africa next year. Directors and Officers insurance is under particular 
scrutiny, as insurers look to cover themselves from potentially massive liabilities 
incurred through environmental negligence claims against mining company officers. 
  
These costs are among many identified by Trucost as direct costs resulting from inadequate 
control of mining's environmental impacts. Insurers are increasingly aware that remediation 
costs and compensation claims can be substantial and as a recent legal case in Canada 
has highlighted, clean-up costs are often significantly out of kilter with the levels of 
insurance cover. 
  
Insurers are requesting detailed quantitative environmental performance data when 
assessing appropriate levels of cover. Resultant premiums for such cover are expected to 
increase dramatically. This is also due to changes in corporate liability under upcoming 
regulation where directors, usually the Chief Executive Officer and Finance Director, will be 
held personally responsible for statements relating to their company's material liabilities, 
both current and potential. 
 
Trucost will shortly publish a Mining Sector Report 'Digging Deep Enough? Is 
environmental reporting by Global mining companies adequate for investors?'. The 
report reveals that although the mining sector is considered to have a high standard of 
environmental reporting, closer analysis of the disclosure of 10 global companies shows 
that there is plenty of room for improvement.  This report also considers what environmental 
performance information is required to help investors make a full assessment of the risks 
involved.  To purchase the Mining Sector Report email sales@trucost.com or call +44 (0)20 
7321 3833.   
 

                                                      
6 ‘Digging Deep Enough? Is environmental reporting by Global mining companies adequate for investors?’, Trucost 
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Transport –  

The Advent of Road Pricing 
 
Carbon emissions from road transport in the UK represent, alongside aviation, the biggest 
contributions to greenhouse gases – which are now becoming inexorably linked with climate 
change, specifically global warming. The UK Government forecasts that under existing 
taxation policy, traffic will grow by 20 to 25 per cent by 2010. More efficient and ‘cleaner’ 
fuel vehicles are unlikely to dent the effect of increased emissions that such a growth in 
motoring and road freight will bring. 

 
Increasingly, the Government will be introducing road pricing and tolling to curb growth in 
traffic demand.  Recent policy studies suggest 14 pence a mile on urban roads and 
motorways, which is projected to raise some £11 billion in revenues that could be spent on 
improving transport infrastructure, such as new railway lines and bus services. The tolls 
would reduce traffic by 7 per cent and CO2 emissions by 8 per cent according to the study7. 
 
The Government has pledged to cut greenhouse gas emissions by 20 per cent by 2010 and 
60 per cent by 2050. Given such unchecked rise in demand for high-emissions linked 
transport, if the Government is to have any chance of meeting these emissions reduction 
targets, demand will have to be managed by market intervention. The resultant increase in 
operating costs for all road users, not just those companies operating directly in the 
road transport sector, will have an immediate and distinct impact on sectors such as 
consumer and household goods, retail, leisure, food and beverages. 
 
The ability to model which sectors and companies will be most affected by such a policy, 
and by how much, will be invaluable to fund managers and business strategists in 
assessing future demand and prices for goods and services. 
 

OFR Draft Regulations 
 
Drafts regulations for the OFR (Operating and Financial Review) will be published by the 
DTI in early 2004, following Patricia Hewitt’s announcement on 10 July 2003 that it will be 
introduced as a regulation.  This is contrary to the original statements made in July 2002 
that it would be integrated into the far-ranging Company Law Review as legislation. The 
regulation proposes mandatory inclusion of material environmental policies and 
performance within the OFR by the largest 1000 UK companies.   
 
The OFR Working Group, asked by the Government to help directors define the key 
issue of materiality in the OFR, published its Consultation Document on Materiality in 
June 2003, to which it received responses in September 2003.  Their final report will 
be published in coordination with the draft regulations from the DTI, which is planned 
at the beginning of 2004. 
 
Trucost has written a briefing on the key recommendations within this consultation 
document, which include: the primary audience for the OFR should be company 
stakeholders, materiality should be determined with reference to possible impacts on 

                                                      
7 ‘Putting the Brakes on Climate Change’, Institute of Public Policy Research, 2003 
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shareholder value, the OFR is the responsibility of the board as a whole, and the broader 
concerns of customers, suppliers, employees and pressure groups should be addressed 
because they can represent risks to shareholder value. To access Trucost’s briefing click 
here: http://www.trucost.com/ofrbriefing.html 

 
Seasons Greetings 
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“This has been an important year for Trucost, with the 
successful launch of the Trucost Environmental Cost 
Calculator.  I would like to thank our clients and everyone 
who has supported us and wish you all an enjoyable 
Christmas and a prosperous New Year.”  
 
Simon Thomas, Chairman of Trucost 

 

 
Upcoming Events - 2004 
 
Advances in Environmental Accounting - ACCA 
28 January 2004, London 
 
Emissions Trading - Analysing the NAP and practical 
implications of the EUETS – Marcus Evans 
29-30 January 2004, London 
 
Instinet Conference 
4 February 2004, London 
 
Environmental Risk Rating - CERTA 
1
 

1 February 2004, London 

Implementing Effective CSR Communications for 
Business Results – CSR Data Networks 
2
 

4-25 February 2004, London 

Corporate Responsibility in Practice: Risks, 
Liabilities and Corporate Performance - RIIA 
1-2 March 2004, London 
 
Defining SRI in a Performance Driven Market - 
Marcus Evans 
4-5 March 2004, London 

Sustainability Accounting and Reporting –  
7th Annual Conference of EMAN Europe 
4-5 March 2004, Germany 
 
EH&S Management Implementation – Marcus Evans 
9-10 March 2004, Amsterdam 
 
NAPF Investment Conference 2004 
17-19 March 2004, Edinburgh 
 
International Sustainable Development Research 
Conference 
29-30 March 2004, Manchester 
 
Environmental Management Forum 
31 March-1 April 2004, Birmingham 
 
IRS Annual Conference 
1 April 2004, London 
 
CERES 2004 Annual Conference 
14-15 April 2004, Boston, USA 

 
Subscription 
 
To subscribe to the Trucost Newsletter, please click on the following link: Subscribe to Newsletter. To unsubscribe, 
please click on the following link: Unsubscribe From Newsletter.  Feedback and submissions are welcome (submissions 
can not be guaranteed inclusion) – please click on the following link to send an email: Submission for Newsletter.   
For more information please visit www.trucost.com or call +44 (0)20 7321 3833. 
 
 
The content of this newsletter is for information only. While we have sought to ensure this information is correct at the time of print, Trucost does not 
accept liability for any errors. Where necessary, please check details with the source provided. Links contained in this newsletter will lead to other 
websites outside of trucost.com, which are not under our control. We are not responsible for the content of any linked site. Listing and linking should 
not be taken as an endorsement of any kind and we accept no liability in respect of the content. We cannot guarantee that these links will work all of 
the time and have no control over the availability of the linked pages. 
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