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ABSTRACT: 

Carbon accounting is the survival mantra for the present and next generation dealing with 

number of techniques, methods and processes to stay in the race causing environmental and 

climate change issues. The notion of climate keeps on varying every second and every 

minute. One of the foremost reasons for this altercation is Global Warming;this leads to 

unusual seasonal changes, sandstorms, low pressure, depression, excessive heat pertaining 

illness and diseases around the globe. In1997, a protocol to United Nations Framework 

Convention on Climate Change (UNFCC) was developed known as Kyoto Protocol. This 

protocol is a legal way that gives an effect of binding to all industrialized and developing 

countries to check and reduce the greenhouse gas emissions. To live satisfied and happy with 

being protected sheltered, from such emissions, it is our primary concern to nullify some part 

of emissions of carbon dioxide gases. It is one such a way ahead in the field to lower the 

GHG emission where the former process has to obey the principles. The ongoing government 

should have stringent and hard policies, process, rules, and regulations for carbon credit 

accounting to be a standard metric utilized by any commercial firm but rather not as a money 

alluring commodity. Carbon accounting is a social activity that keeps atrack on the amount of 

carbon dioxide equivalents which will not be emitted into atmosphere as a result of altering 

the projects underKyoto Protocol mechanism. Emission trading system is often called as cap 

andtrade. The main motive of this principle is the pollution control and the fight against 

climate changeglobally. Accounting for sustainable development necessitates the broadening 

of these short-term economically-oriented accounting practices to incorporate not just direct 

short-term economic interactions and impacts but also to incorporate the direct interactions 

and impacts between the organization, the society in which it operates and the natural 

environment. Carbon accounting therefore plays a key role for this end. For this study,the 

researchers  interviewed the personnel of chemical and fertilizer industries within Mangalore, 

through a structured interview and  came across that there is a need of creating awareness. 
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I. INTRODUCTION TO CARBON ACCOUNTING 

 

Kyoto Protocol  defined Carbon accounting as” the process by which a company uses 

software programs and on-the-ground monitoring to account for the six major greenhouse 

gases  like  carbon dioxide, methane, nitrous oxide, HFCs, PFCs and sulphur 

hexafluoride/SF6.” 

 

MEANING: 

Carbon Accounting is measuring, monitoring, benchmarking and reporting an organisations 

Greenhouse Gas Emissions in a defined reporting period. Carbon Accounting is not is a 

greener form of financial accounting. It is a system that uses accounting methods and 

procedures to collect, record, and analyse climate change related information, and account 

and report for carbon related assets, liabilities, expenses and income for the decision-making 

of internal managers and external stakeholders. 

 

SCOPE AND LIMITATIONS OF THE STUDY: 

Scope: 

Inclusion of major Chemical and Fertilizers Company, Thermal Power Plant and Petroleum 

Company in Mangalore.  

 

Limitations: 

 Lack of awareness regarding the concept of carbon accounting.   

 Unavailability of correct responses and inadequate disclosure of information from the 

respondents. 

 Lack of cooperation from the industries. 
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Objectives of the study: 

 To study the concept of carbon accounting and the progress of carbon trading. 

 To examine the carbon accounting practice in Mangalore. 

 To analyse the importance of carbon accounting in building up the corporate image. 

Literature Review: 

For “Carbon accounting”, different scholars have different interpretations from different 

levels and have come to multiple definitions.King (2000) stated that the method of 

standardized accounting is preferred and applicable for the measurement and comparison of 

“early” carbon sequestration trades on the basis of the amount of Carbon dioxide emission 

offset credits they will provide and their cost;. Bebbington and Larrinaga (2008) pointed 

out that carbon accounting is confirmed as the value of the assets such as carbon emission 

right and the liabilities due to the purchase of additional carbon emissions in order to fulfil 

the emission reduction obligations.Zhifang Zhou and Xu Xiao (2009) define carbon 

accounting from the perspective of traditional accounting discipline that carbon accounting is 

mainly related to confirmation problem of carbon sink asset and carbon source liabilities. 

Bowen and Wittneben (2011) defined carbon accounting as accounting carbon emission and 

its data processing. Xiao liu (2011) proposed carbon accounting by emphasizing the limited 

and rareness of carbon resources, and assign to value and price, compensating for its losses, 

so that extends to the social of the enterprise responsibility, forcing companies to economic 

benefit, social benefit and ecological benefit into account.Chakravarthi Anandin his article 

published “ICFAI” Reader ‟September, 2008 on Current Global Trends in Carbon Credit 

Trading has pointed out that the international carbon market is a key development in the 

global capital market and is the world’s fastest growing market. He further states that carbon 

credit trading has received a tremendous interest across the globe. It is a great opportunity for 

Indian and other global companies. 
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II. Features of Carbon Accounting:  

 Incorporating carbon accounting can help identify business activities that use a lot of 

energy and so help reduce energy and resource use. 

  It increases customer satisfaction and in turn revenue growth. 

   It helps the organization to become more environmental conscious by accounting their 

carbon emissions and taking active steps to mitigate these emissions. 

  Improves bottom line – gain efficiency through optimal performance in operational 

assets and decrease costs through reduced energy consumption. 

  Avoid potential taxes and penalties and achievement of regulatory margins. 

 It builds up international co-operation. 

 

 

 

III. Accounting Norms:  

 

 

 

 

Source: Carbon Credit Accounting and Auditing Framework in India 

 

It is noted that though CERs are non-monetary assets without a physical form, they do not 

strictly fall within the meaning of “intangible asset‟ as per AS 26 : “An intangible asset is 
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an identifiable non-monetary asset, without physical substance, held for use in the 

production or supply of goods or services, for rental to others, or for administrative 

purposes.” The reason is that CERs are not held for use in the production or supply of goods 

or services, and neither are CERs used for administrative purposes nor are they used for the 

purpose of renting to others. 

Accounting for Self-generated CERs in the ordinary course of business are excluded from the 

scope of AS 26 and therefore, are to be accounted for as per Accounting Standard (AS) 2, 

Valuation of Inventories. 

Carbon tax is a form of carbon pricing. It is a levy on the emissions by a business, imposed 

often on the carbon content of fuels with the purpose to reduce emission by discouraging 

consumption of emissions-rich inputs and products. IndiaInc. has begun to recognise the 

importance of carbon accounting. It has undertaken and reported this in various public forums 

such as Carbon Disclosure Project (CDP) and “sustainability reports”. 

 

 

 

IV. Research Method: 

 

Research Methodology: 

A study was conducted on the topic Carbon Accounting. There was lack of awareness and the 

responses received were negative as the concept is sensitive due to which extracting the 

information from the respondents was difficult. Therefore switched from survey based 

method to structured interview. Exhaustive literature survey regarding the topic and related 

concepts has been done. Secondary data were collected from various sources including 

books, research papers, newspapers, magazines and websites.   

Researcher interviewed the personnel of chemical and fertilizers industry and received 

negative responses by them. As many of the industries in Mangalore are unaware of the term 

“carbon accounting” and they do not follow this system. If this system is followed the 

industries are issued with the certificate called Carbon Credit Certificate, which can be 

treated as intangible assets in the accounting system and also can be liquidated easily in the 

international market.This certificate will help in increasing the goodwill of the firm. 
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Findings: 

Some of the interviews and their responses are as follows: 

 Mr. XYZ (Petroleum industry):   

The researcher  had been to Mr. XYZ’s work place and asked regarding the concept of 

carbon accounting and they were unaware about it. But with regard to the other preventive 

measures they follow at their industries which are not been disclosed to anyone as this 

emission of green gases done by the third party, and which make the employees also unaware 

of the emission of these gases to environment, but they feel it’s important to practice in every 

industry. The industry initiates growing trees in its surroundings. The industry is willing to 

implement this system at their industry.  

 

 Mr. ABC (chemical industry): 

They are also unaware about the concept and do not follow this accounting system for 

emission of the greenhouse gases. They said, by green environment, they control excess 

carbon emission. They release the affluent within the limits as stated to the atmosphere. The 

measure followed for emission of the gases or affluents are by auto sensor detections which 

they resolve the harmful gases and then it is released to the environment. They feel it’s 

important to practice and it should be made compulsory at every industry. The industry is 

willing to implement this system at their industry, as it will be helpful to safeguard the 

environment. 

 

 Mr. PQR ( thermal power plant  industry): 

They became aware of carbon accounting through the government, but they do not follow this 

at their industry. They follow systems like CEMS (Continuous Emission Monitoring Systems) 

and AAQMS (Ambient Air Quality Monitor Systems) which monitors the level of pollutants. 

The technology they follow for the emission of gases is FGD (Flue –Gas 

Desulphurization).But they are willing to practice carbon accounting at their industry. 

 

 Mr. RST( chemical and fertilizer industry) 

The industry is not aware of the concept carbon accounting, but it is following Green Energy 

Technology which helps in sustainable development and environmental protection. The 
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emission of gases detected through the auto sensor by the industry. They think it’s important 

to follow carbon accounting in every industry and they too wish to follow this accounting. 

 

Suggestions: 

 Every organization studied in this research, is involved in some other measures and this 

indicates that most of the organizations are interested in carbon accounting. 

 As financial accounting does with money, greenhouse gas accounting involves summing 

up all the emissions released by an entity, from a single company to an entire country. 

 The companies should focus on sources carbon emission and make them accountable 

under carbon accounting.  

 The implementation of carbon accounting will create the goodwill of the company and 

helps in revenue generation by liquidating the carbon credit certificate. 

 It is important that the government should make carbon accounting compulsion for every 

company which emits the gases to environment. 

 NGOs can create awareness program, conduct campaigns and help the government to 

bring in this change in industries. 

 

 

V. Conclusion: 

Carbon trading is an effective tool to earn extra benefits for developing countries and non-

developed countries. Clean Development Mechanism is also an effective source of 

technological and economic development for developing countries with environmental 

upgradation. Although India is the largest beneficiary of carbon trading, it still does not have 

a proper policy for trading of carbons in the market. For appropriate functioning and 

development of carbon markets and carbon trading practices, separate financial accounting 

standard must be established. 

Carbon accounting for companies is not only about measuring, monitoring, benchmarking 

and reporting GHG emissions but also about taking accountability and bringing down 

emissions and reducing impact. Capitalising on carbon accounting can place companies 

ahead of the carbon regulatory curve. Carbon accounting is also fast becoming an integral 

part of corporate social responsibility—with increasing consumer awareness, carbon 

accounting helps companies showcase accountability over their carbon footprint; eco-friendly 

businesses are bound to be easily socially acceptable and enjoy a good reputation. 
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