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P R O M O T I N G L OW C A R B O N
DEVELOPMENT IN AFRICA

Introduction
Since 2004, the Clean Development Mechanism (CDM), defined in Article
12 of the Kyoto Protocol, has allowed countries with emission-reduction
or emission-limitation commitments to implement an emission-reduction
project in developing countries. It has been the sole international marketbased instrument to enable projects to become financially viable based on
additional revenues from selling carbon credits. Despite the effects of the
global economic crises, the CDM has led to a total of US$ 8 billion (at an
average price of US$ 8 per carbon credit) additional revenue for low-carbon
projects. According to the United Nations, CDM revenues have permitted
capital investments of up to US$ 220 billion for low carbon projects globally.

It is estimated
that revenues to
projects resulting from ACSP
activities will
reach US$ 150
million over a
10-year period

Africa seems less exposed to the CDM as only 2% of such projects are
registered on the continent. However, considering achievements in other
parts of the world, including China, India and Latin America, it may be fair to
say that Africa was not prepared for the CDM in terms of technical capacity
for project preparation, enabling procedures and political commitment.
That said, there has been a 90% increase in the number of CDM projects in
Africa since 2011, owing partly to economic development over the decade,
increased technical capacity and interest.
The African Development Bank’s (AfDB) African Carbon Support Programme
(ACSP) began in 2010 with funding from the Fund for African Private Sector
Assistance (FAPA), a multi-donor thematic trust fund financed by the AfDB,
the Government of Japan, the Government of Austria and the Austrian
Development Bank. The objective of FAPA is to support the AfDB’s Private
Sector Development strategy through the provision of technical assistance
and capacity building grants .The ACSP aims to provide direct technical
support, awareness and training to AfDB staff, project owners and government
agencies on the CDM and other issues of climate change impact.
So far the ACSP has screened 55 projects in the AfDB’s pipeline and has been
supporting eligible projects. At a conservative price of US$ 3 per carbon
credit, it is estimated that revenues to projects resulting from ACSP activities
will reach US$ 150 million over a 10-year period.
The new methodology developed by ACSP and recently approved by the
CDM Board opens opportunities for up to US$ 590 million per year just from
cross-border transmission projects linking major hydropower projects in
the continent. ACSP has also delivered training to 135 staff members and
Designated National Authorities in three countries.
The ACSP has spearheaded the Bank’s support to African countries in the
context of market based mechanisms, especially the CDM, for financing
climate change mitigation projects. It has thus demonstrated the need for
continued targeted support to these countries, especially with emerging
New Market Mechanisms.
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New CDM methodology
to improve access to grid
connected clean energy
In September 2012, the United Nations Framework Convention on Climate
Change (UNFCCC) approved a new methodology entitled “Interconnection
between electricity systems for energy exchange”, which can be used for
the registration of CDM projects. The methodology was proposed by the
AfDB through the ACSP. The purpose of the methodologyis to account for
emission reductions from a project that involves the construction of one or
more new electricity transmission lines to connect two grids, either within a
single country or between two countries.
The methodology will now allow cross-border electricity transmission
projects to potentially benefit from a new source of revenue from the sale
of certified emission reductions (CERs). The methodology is particularly
relevant in Africa, where many countries, such as Ethiopia, DR Congo, Zambia
and Angola, have extensive renewable energy resources that exceed their
national needs and could readily be exported. The cost of construction of
the infrastructure needed to export this electricity is often prohibitive, and
the additional revenues from the sale of emission reductions may have a
significant impact on the economic viability of the project. The methodology
has been prepared specifically for one such project currently being reviewed
by the Bank, namely the Ethiopia to Kenya power interconnection project.

Identification and development
of CDM projects
Overall, 55 potential projects within the AfDB’s investment portfolio were
screened to determine their suitability for carbon finance under the CDM.
From this review, four projects have been taken forward and are currently
being developed. These four projects represent a number of “firsts” in
Africa, and the ACSP has played a key role in ensuring that they have been
developed further under the CDM.

Ethiopia to Kenya power
interconnection project
First cross border electricity transmission project for the CDM
This project, which is being developed jointly by the Ethiopian Electric Power
Corporation (EEPCo) and the Kenya Electricity Transmission Company
Limited (KETRACO), aims to construct a high voltage direct current (HVDC)
transmission line of over 1,000 km from Wolayta-Sodo in Ethiopia to Longonot
in Kenya. The transmission line, with an eventual capacity of 2,000 MW, will
evacuate power from Ethiopia that will be predominantly generated from
hydropower sources to displace electricity that would have been generated
mainly from fossil fuels in Kenya. The project will lead to an annual reduction
of approximately 3.5 million tonnes of CO2 per year during the first year
of operation, which will increase to over 7 million tonnes of CO2 per year
after 4 years. It will be the largest CDM project in Africa in terms of emission
reductions achieved.
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Ithezi-Tezhi hydropower project
in Zambia
First project to make use of the SAPP regional grid
emission factor
The project consists of constructing and operating a 120 MW hydropower
plant at the existing Itezhi Tezhi dam on the Kafue River in Zambia, with
associated ancillary equipment and structures. Power will be generated
using the head available at the existing dam. Therefore, there will be no
construction of a new dam and the average generation output is estimated
at 611 GWh per year. The project activity will also include construction of a
transmission line of about 300 km to evacuate power from the plant to Lusaka West.
The transmission line will be connected to the Southern African Power Pool
(SAPP) grid that is dominated by thermal power plants, and will therefore
displace electricity that is currently generated using a large proportion of
fossil fuels, with electricity generated from clean and renewable sources.
The project is expected to be the first CDM project to make use of the SAPP
regional grid emission factor, and will result in greenhouse gas emission
reductions of over 560,000 tCO2/year.

Lagos Cable Propelled Transit
Project
First transport sector CDM project in Nigeria
Lagos is a rapidly growing megacity with over 16 million inhabitants, with
population projections estimating that the city will become the world’s
third largest urban agglomeration in the near future. The existing roadway
infrastructure is already close to breaking point as it is choked with
unbearable levels of traffic. There is, therefore, a strong need for better
public transport in the city. The project involves the construction of three
Cable Propelled Transit (CPT) systems for mass transit in Lagos that will
link Lagos Island and Lagos mainland as well as residential and business
areas of the city. The CPT will improve transport in Lagos by reducing traffic
congestion, especially during rush hour, and will reduce emissions by an
estimated 90,000 tCO2/year once all three lines are built.

Windiga Solar PV Project
First CDM project in Burkina Faso
The objective of the project is to build and operate the first large-scale solar
photovoltaic powerplant in Burkina Faso. The 22 MW power plant will be
connected to the national grid and become the largest solar power plant
in sub-Saharan Africa. The project is located in the community of Zina in
the province of “La Boucle du Mouhoun”, 200 km west of Ouagadougou,
the nation’s capital. The energy expected to be delivered is about 33 000
MWh. The project contributes to reducing greenhouse gas emissions as it
produces electricity from a renewable source and thus displaces fossil fuelbased grid electricity generation. More specifically, it is expected to reduce
emissions by approximately 23,000 tCO2/year.
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Increasing awareness of
carbon finance within the Bank
and the RMCs
This activity focused on increasing awareness of the opportunities for carbon
financing both within the AfDB and Regional Member Countries (RMCs). It
included a component aimed at capacity building within the Designated
National Authorities in a select number of African countries. In total, CDM
capacity building workshops were delivered to three RMCs, namely Mali,
Botswana and Burkina Faso. The workshops were tailored in consultation
with the respective designated national authorities and aimed at fostering
an enabling environment to promote carbon finance in these countries.
For Bank staff, five workshops and two seminars were delivered to raise the
awareness of task managers and investment officers of the carbon finance
potential of the projects they are assessing. In total, nearly 150 Bank staff
attended and these workshops were complemented by continuous advisory
services provided to the project owners and task managers.
The ACSP also coordinated the AfDB’s contribution to the annual Africa
Carbon Forums, organised by the Nairobi Framework Partners and held
in Marrakesh (2011) and Addis Ababa (2012). This contribution ensured
that the AfDB kept a high profile both with respect to its partners within the
Nairobi Framework, and more importantly, to relevant stakeholders in Africa.
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Building on the success of the
ACSP
The ACSP has made a significant contribution to raising the awareness and
know-how of both AfDB staff and relevant stakeholders in the RMCs with
regards to the CDM. Given the outcome of the COP in Doha, which saw an
international agreement on a further long-term phase of the Kyoto Protocol,
the CDM will continue to be a relevant instrument for carbon finance in
Africa. However, it is also clear that new market-based mechanisms are to
be introduced in the near future, based on, for example, sectoral crediting,
sectoral trading and credited nationally appropriate mitigation actions
(NAMA). In addition to mechanisms such as the CDM operating under
the auspices of the UNFCCC, new carbon market frameworks such as the
Bilateral Offset Credit Mechanism (BOCM), developed by Japan, are already
being implemented. Therefore a natural development of the ACSP would be
to build on the success of the past two years and expand its remit beyond
CDM. This would facilitate the identification and development of projects
that could benefit from carbon financing through UNFCCC’s new market
mechanisms or bilateral mechanisms such as the BOCM.

Tool for the identification of climate change
vulnerability and adaptation options
According to the Intergovernmental
Panel on Climate Change (IPCC),
climate change models project that
Africa will undergo a temperature
increase of between 3°- 4°C by
the end of the century, roughly 1.5
times the global mean response.
For precipitation the data is more
uncertain, but in general large parts
of Africa will become drier.
The main objective of this activity
was to develop a simple assessment
framework for climate change
vulnerability. The framework would
assist the Bank, investors and project
developers to understand quickly
and easily the potential impacts of
these projected changes in climate
on projects that they are assessing.
The study has highlighted that

certain sectors are clearly more
vulnerable to projected climate
change than others. In general,
vulnerability to short term climate
change impacts (through to 2030) is
low. Although, within this time frame,
impacts on water and sanitation
projects can be expected.
In the medium-term (by 2050 2060), vulnerability of project/asset
types becomes more pronounced.
In addition to potential impacts
on water and sanitation projects,
power sector projects – in particular
hydropower projects and to a lesser
extent thermal power projects— are
expected to become vulnerable to
projected climate change. Transport
sector projects also start to become
vulnerable in the medium-term.

In the long-term (2080 - 2090), all
project/asset types are expected
to be vulnerable to the impacts of
projected climate change. Water and
sanitation projects and hydropower
projects are expected to be the most
vulnerable. However, all sectors
show signs of vulnerability. The
assessment framework developed
under the programme will aid
investors to determine to what
extent their discrete projects will be
vulnerable to the projected changes
in climate in Africa.
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About FAPA
The Fund for African Private Sector
Assistance (FAPA) is a multi-donor
thematic trust fund financed by
the African Development Bank
(AfDB), the Government of Japan,
the Government of Austria and the
Austrian Development Bank. The
objective of FAPA is to support the
AfDB’s Private Sector Development
strategy through the provision of
technical assistance and capacity
building grants.
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